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Annex 

Approved by the RA Control Chamber Council 

Decision # 12/1 dated March 31, 2014 

 

 

Annual Report of the Control Chamber of the Republic of Armenia 2013 

 

1. General  Provisions  

The activity of the Republic of Armenia Control Chamber (hereinafter Control Chamber) for the 

reporting year  has been performed in accordance with the Republic of Armenia Constitution, the 

Republic of Armenia law “On Control Chamber”, and the annual activity program of the Control 

Chamber for 2013 (hereinafter Annual program). 

 In preparation of the annual report on the outcomes of the control, the Control Chamber of the 

Republic of Armenia was guided by RA Law on Control Chamber and  the auditing principles of the 

International Organisation of Supreme Audit Institutions (INTOSAI). 

The control results were summarized in progress reports of the Control Chamber, pursuant to the 

requirements of article 24 paragraph 2 of the RA law “On Control Chamber” the heads of the audited 

entities have provided the Control Chamber with information on elimination of irregularities detected 

and fixed in the progress reports.   

 For more detailed information on the results of the annual plan implementation see the official website 

of the Control Chamber (www.coc.am).  

 

file:///C:/Users/khacha_gor/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/6F41SUJQ/www.coc.am
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2. RESULTS OF THE CONTROL 

2.1. Legitimacy of Procurements Carried Out at the Expense of the State Budget  Resources and 

Efficiency of the Existing System 

 

 The field of procurement is a key priority in Control Chamber (CoC) inspections. Taking into account 

the outcomes of audits of previous years, in 2013 Control Chamber for the first time undertook   the 

assessment of effectiveness of the system.   

In 2013, the Control Chamber carried out audit of transactions implemented in the reporting year. This 

gave an opportunity to rectify and improve the situation at hot spots,  fixing the shortcomings and 

irregularities. As a result, large amount of state budget resources have been saved.  

Regular audit of each project are having their positive effect. For example, in the result of continuous 

control over procurement of vaccines for cattle, the Armenian Government is currently purchasing the 

vaccines at much reasonable prices than in the past.  

The table below shows the dynamics in prices of   vaccines by years. 

Year 
Price per dose 

/AMD / 
Supplier Producer 

2008 290.0 “Bio Universal” LLC 

The Federal Centre for Animal 

Health (FGBI “ARRIAH”). 

Russia 

2009 290.0 “Bio Universal” LLC 

The Federal Centre for Animal 

Health (FGBI “ARRIAH”). 

Russia 

2010 234.0 “Bio Universal” LLC 

The Federal Centre for Animal 

Health (FGBI “ARRIAH”). 

Russia 

2011 

212.5 

State Food Safety Service  

The Federal Centre for Animal 

Health (FGBI “ARRIAH”). 

Russia 
221.0 

2012 
208.0 

 
“Bio Universal” LLC 

The Federal Centre for Animal 

Health (FGBI “ARRIAH”). 

Russia 

2013 
198.0 

 
“Amasia” LLC 

" The Federal Centre for 

Animal Health (FGBI 

“ARRIAH”). Russia 

  

However, the current review of Control Chamber shows that it is still possible to improve further the 

effectiveness of the mentioned procurement procedure saving state budget means.  

 In the reporting year, the Control Chamber has addressed also the reforms implemented by the RA 

Government for elimination of shortcomings and risks existing in the field of procurement. 

Recommendations based on audit results have been submitted, the majority of which was accepted in 

the result of discussions held.  

The scope of the reforms is quite wide. At current stage, it is essential to address the following key 

directions: “improvement of legal framework”, “introduction of e-procurement system”, 

“improvement of pricing mechanisms”.  
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Namely, on the basis of Control Chamber recommendations submitted in 2012, “control”/regulatory 

prices for cases of repeated procurements/ purchase of similar commodities are set by the RA 

Government Decision No 441-N dated April 18, 2013.  

However, the studies of Control Chamber carried out in the reporting year, have evidenced that not all 

regulatory prices comply with market prices offered at the given moment. Furthermore, studies have 

revealed, that the process stipulated by the RA Government decision was not flexible and was not 

reflecting the existing situation in the market, namely, forecasts on possible seasonal fluctuations of 

prices were not provided.  

In the result of cooperation of Control Chamber and the RA Ministry of Finance, amendments to the 

given Decision were introduced.   

Currently the price ceilings for purchased goods are set through mechanisms that are more flexible. 

Namely, having regard to the permanent monitoring carried out by the Price Formation Information 

Analytic Centre, the regulatory/control prices are set at regular intervals by the order of the RA 

Minister of Finance.  

Obvious progress in the reduction of corruption risks in the procurement system has been reported in 

the result of consistent control carried out by the Control Chamber.  

Though the Armenian Government in cooperation with international organization is regularly 

amending the procurement legislation, however, the studies of the Control Chamber show, that despite 

the fact that the stakeholders of transactions operate within legal boundaries, the material, documented 

and analytical evidences reveal that the purchase under consideration was inefficient.  

As for the process of e-procurement system introduction launched in 2004, it is necessary to mention 

once again that in 2011 the RA Ministry of Finance announced officially that the e-procurement 

system was already established and the public procurement processes should be carried out in the best 

possible way.  However, the Control Chamber observations of 2012 have evidenced, that the 

system is not functioning, moreover, the number of problems existing is growing. In addition to 

this, the software clues/ codes are not available, the software is not functional.  

 In 2012 the fact was officially recognized by the RA Ministry of Finance too. This means that the 

resources spent did not produce the anticipated result.  

Further on, a road map of e-procurement system reforms for 2013-2015 was developed at the initiative 

of the RA Ministry of Finance, according to which it was planned to rectify the non-functional system.  

In 2013, Control Chamber has addressed the procurement sector again, reporting that though many 

contracts are currently signed in compliance with the technical characteristics, the studies show, that 

the activities aimed at development of a system are not yet fully accomplished.  There are still 

unsettled problems and technical restrictions. It appears that as a consequence of “fragmented” 

introduction of the system, efficiency and transparency of procurement procedures has not yet 

increased, to come up to the expectations. To this testify also the recent observations of the European 

Council, according to which, the level of online procurement services in Armenia is still low. Armenia 

ranks 94th out of 190 countries listed.  

Number of shortcomings and irregularities have been identified in the procurement organization 

process,  mostly determined by violation of requirements of the RA Government Decision No 

168, dated February 10, 2011 on “Organization of procurement procedure”.  

 

 The representatives of Client agencies in charge for a concrete purchase, display unfair attitude, 

allowing some companies to sign contracts at higher prices, in the result of which public funds are not 

saved and some people gain surplus profit. This means, that the validity of bids is not being checked. 
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The main reason is seen in the fact, that the committees responsible for assessment do not conduct a 

thorough study of market prices before the procurement, thus violating the requirements of the RA 

Government Decision No168, dated February 10, 2011 on “Organization of procurement procedures”.  

It is noteworthy that private companies purchase the works, goods and services from other company at 

a lower price.  

In some cases, the real needs of the country are not duly assessed and as a result, the goods or services 

procured do not serve the purpose at all, or serve the needs partially. The targetness and relevance of a 

procurement is thus declining.  

Cases have been identified, when only after purchase of certain equipment it was  found out that the 

state agency for some reason was not capable of using it.  

Or the consultancy provided, aimed at solution of certain problems, does not serve to the purpose. 

The reason is seen in the absence of clearly defined output indicators.  

The reported cases of irregularities and shortcomings, problems and risks can be grouped into 

following clusters.  

The Same product has been provided by the same company to various institutions at different prices  

The amount of funds spent in identical situations by various state and community agencies for the 

similar needs varies.  

The following can  serve as an illustration:  

 provisional prices for food products with the same technical characteristics vary in different 

districts of Yerevan.  For example:  

 

                                                                                                                                               AMD 

Name of procurement 

item  

Shengavit Kentron  Nork-

Marash 

Malatia-

Sebastia 

Erebuni 

Vegetable oil 990 1000 890 850 950 

Sugar 490 495 450 420 500 

Pasta  460 450 375 320 450 

Buckwheat  890 950 590 550 1000 

Rice  430 450 420 400 450 

 

The companies winning the bid have supplied products of same technical characteristics to 

kindergartens in different districts of Yerevan at different prices.  

            AMD 

 “TISA” LLC  /supplier/  

Product Davtashen Kentron Shengavit Avan Malatia- Sebastia 

Sugar 490 480 490 450 406 

Bean 850 987 750 770 687 

Pasta 450 445 460 395 318 

Carrot  370 319 330 250 264 

Green beans 350 660 450  360 

Potatoes  250 220 250 150 150 

Cabbage  250 238 240 180 180 

 

AMD 

Armen Sargsyan private entrepreneur /supplier/ 
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 The prices for some products of same technical characteristics defined in the food product 

procurement contracts signed by State-Non-Commercial Organizations and funded by the “Special 

Education” and “Secondary Vocational Education” programmes of the RA Ministry of Education and 

Science do not comply with the market prices. Moreover,  the same food products were supplied to 

different State Non-Commercial Organizations at different prices, namely:    

 

“TISA” LLC 

- has supplied the emmerwheat   for 440-720 AMD, its minimum market price being 300 AMD,  

-  Potatoes were supplied for 146-220 AMD, its minimum market price being 100 AMD 

-  Sugar was supplied for  435-496 AMD, its minimum market price being 372 AMD 

 

“Danini” LLC 

- Has supplied rice for 400 and 430 AMD, its minimum market price being 328 AMD   

- Buckwheat was supplied for 600-650 AMD, its minimum market price being 420 AMD  

-  Potatoes were supplied at the price of 160 and 180 AMD, its minimum market price being100 

AMD.  

In case of purchasing the commodities studied at average market prices and at contract defined 

amount, the possible saving of the “Special Education” and “Secondary Vocational Education” 

programmes for “food procurement” budget item could have made up  46,812.0 thousand AMD.  

 

 

Product Arabkir Kanaker-Zeytun Nor Nork 

Chicken breast 2200 1800 1870 

Buckwheat 600 550 650 

Emmer wheat 650 600 700 

Biscuits  800 700 840 

Potatoes 250 200 250 
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Indirect procurement 

Some procurement contracts are not signed directly with the producing or importing companies. As a 

result,  cases of indirect procurement emerge.  

There were even cases, when the importer or the producer of the mentioned product participated in the 

relevant tender and was not announced to be the winner of the bid as a company that had submitted 

higher price proposals. As a result,  an intermediary company is being recognized the   winner of the 

bid,  purchasing the mentioned commodities at a lower price from the same importer or producer in 

advance, and  further on supplying it to the  relevant agency.   

Some intermediary companies have even become so “professional” in public procurement, that they 

participate and become winners of bids announced in absolutely different areas.  

All this leads to excessive price increase and low effectiveness of public expenditures.   

The following can serve as an illustration:  

  In 2012 and 2013 the RA Ministry of Agriculture has signed a contract with “Agro Air Service” 

LLC on chemical control of forest pests and diseases with the use airplanes”. However the company 

did not have a single airplane, helicopter or а hang-glider meeting the technical requirements, hence a 

contract was signed with "Arm Aero" CJSC
1
  for getting the required airplane or helicopter.   

It was found out also that the director of the “Agro Air Service” LLC is a staff member of the RA 

Ministry of Defence, moreover, part of the employees of the company (hired for a period of provision 

of services to the RA Ministry of Agriculture) are working for the “Arm Aero” CJSC.  

 Furthermore, 100% of the profit of “Agro Air Service” CJSC in 2012 and 94.65% of its income in 

2013 was derived from the contract signed with the RA Ministry of Agriculture.  

If the Ministry would have signed the contract directly with the actual service provider, and not 

through a mediator, then 45,510.0 thousand AMD would have been saved.   

 The RA Ministry of Defence has signed a sugar procurement contract of 394.838.1 thousand 

AMD with “Danini” CJSC, (370 AMD per kg). “Danini” is neither a sugar producing nor a sugar 

importing company and has purchased the sugar from  “Alex Grig” LLC, for 360 AMD per 1 kg.   

 9,781.6 thousand AMD would have been saved on account of the price difference, in case of 

purchasing the sugar directly from the importer. 

  The Ministry of Defence has signed a contract of 30.302.4 thousand AMD with “Danini” on 

procurement of edible salt at the price of 120 AMD per 1 kg. “Danini” is neither a producer nor an 

importer of edible salt so it had purchased it from the producer, “Avan Salt Plant” CJSC at the price of 

114 AMD per 1 kg. In case of purchasing the salt directly from the producer savings made on account 

of price difference would have made up 1,515.1  thousand AMD.  

  It has been revealed through the examination of food procurement procedures in  SNCOs funded 

through “Special Education” and “Secondary Vocational Education” programmes of the RA Ministry 

of Education and Science that the food products were supplied mainly by “Tisa” and “Danini” CJSCs, 

contracts of  total value of 520,392.1 thousand AMD  being signed with the latter. Contracts of 

312,114.3 thousand AMD and 208,287.8 thousand AMD were signed with “Tisa” and “Danini”  

CJSCs respectively. The latter are neither producers nor the importers of supplied food products.  

 Procurement of 88.000 kg. (1596 AMD per 1 kg.) of canned meat was envisaged by the contract of 

a total value of 140.448.0 thousand AMD signed between the RA Ministry of Justice  Penitentiary 

Service and “Danini” CJSC. In the result of the procurement procedure, “Danini” CJSC offering 1 kg 

                                                           
1
  The «Arm Aero» CJSC is operating under the RA Ministry of Defence.  
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of canned meat for 1596 AMD was announced to become the winner. Hamlet Hovsepyan, a private 

entrepreneur, who is a canned meat producer, also participated in the tender. The latter offered one kg 

of canned meat for 1650 AMD, or at a price higher for 54 AMD (1650-1596) than it was offered by 

the company which was announced to be the winner of the bid.  Further, the winner of the bid, 

“Danini” CJSC purchased the canned meat from the private entrepreneur Hamlet Hovsepyan at a price 

of 1420 AMD per 1 kg. The difference in the purchase price and the supply price for the whole amount 

is making up 15.488.0 thousand AMD.  

 

Procurement Organized with the Engagement of Non-Resident and Offshore Companies  

 

Engagement of non-resident companies in public procurement has obviously increased. The risk here 

is seen in the fact that non-resident companies enjoy favourable position in tenders.  

These companies benefit also form the fact, that depending on their organizational type, the RA state 

control and supervision institutions, do not manage to realize full-scale control in case of certain 

procurements.  

The following can serve as an illustration: 

 “Tisa” CJSC and “Avangard” LLC non-resident companies participated in the procurement 

procedures organized by the Penitentiary Service of the RA Ministry of Justice for  purchase of 

building materials, outfit, household goods and appliances, sanitary-hygiene and laundry detergents, 

and were announced to become the winners. Contracts of 127,619.6 thousand AMD were signed with 

the mentioned companies.  

The taxation of profit derived by non-resident companies from alienation of property and other assets 

shall be performed pursuant to Article 57, paragraph 1 of the RA Law on Profit Tax.  This means, that 

for the purposes of this law, the tax agent shall withheld (impose) tax of 10 percent at the source of 

paying income, and in case of absence of substantiating documentation the tax rate is imposed for the 

full amount (selling price)  of assets alienated by the non-resident.  

In this case, the Penitentiary Service as a tax agent is responsible for calculation, imposing and 

payment of non-resident’s profit tax to the RA State Budget, a liability, which has not been performed. 

Thus, there have been less state budget revenues received.  

Cases of “artificial” establishment of non-resident companies and exploitation of the fact of their 

existence are observed. Namely, any local company interested in the bids announced, establishes 

deliberately a non-resident company or contacts similar companies for winning the bid and signing the 

contract by means of gaining a favourable position.  

As a result, participation of certain non-resident companies in public procurement procedures is 

turning out to be of purely formal character and the funds are being sent overseas, thus resulting also 

in the reduction of controllability.  

 

The following can serve as an illustration:   

 

On 19.12.2011 the RA Ministry of Agriculture signed a contract on supply of pedigree calves in 2012 

with the Consortium of “DAKHKHAN” LLC and private entrepreneur Samvel Amirkhanyan. The 

company procured the calves from Czech “Agro-Vest Plus” s.r.o, which was established on February 

29, 2012, after signing the contract with the RA Ministry of Agriculture and transfer of money. The 

founder of the company is Edik Amirkhanyan, one of the entities of the consortium, who is the brother 
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of Radik Amirkhanyan- the director of “Dakhan” LLC and also Samvel Amirkhanyan’s brother - a 

private entrepreneur registered in Czech Republic.  

According to custom declaration, the custom price per supplied calf is 1,371,195 AMD (with a total 

amount of 287,950.9 thousand AMD per 210 calves),  while the  total contract value was 270,900.0 

thousand AMD. Thus, according to the documents submitted, the Consortium has allegedly suffered 

loss of 17,050.9  thousand AMD .   

The RA Ministry of Agriculture had signed a contract on purchase of 210 calves; however, the 

Ministry got customs clearance for 230 calves. In the invoice of the Czech Agro-Vest Plus s.r.o 

company, the Ministry is indicated as a purchaser of all 230 calves, and Dakhan LLC is mentioned as a 

vendor.  

  In the scope of the second grant project on implementation of Public Sector accounting 

standards strategy, a contract of 704.1 thousand USD was signed with the “Four Assist 

Development Consulting Limited” (Cyprus)for full testing of draft legal acts and manual on 

accounting as well as for introduction of automated accounting system.  The full amount of the 

contract (taxes excluded) has been transferred to Cyprus, to the account of the company. The Cypriot 

Company in its turn, on the very day of contract signing subcontracted provision of consultancy 

services of a total value of 288.0 thousand AMD defined by the contract to the “PHP Partners” CJSC, 

a company registered in Armenia .  

The full range of activities defined by the contract has been implemented by the “PHP Partners CJSC 

on a subcontracting basis.  

 The value of 498 food supply contracts signed in 2013 by 159 kindergartens in all districts of 

Yerevan has made up 2,577,746.4 thousand AMD, out of which contracts with a total value of 

1,328,946.2 thousand AMD  alone have been signed with the non-resident “Tisa” CJSC.  

 

Actual State Budget Expenditures on Procurement Procedures 

The studies of the Control Chamber have shown that  substantial funds are provided by the state 

budget for salaries, grants, subsidies etc, however, in fact they are being spent under the procurement 

items.   

 

The following can serve as an illustration: 

 

 861,169.1 thousand AMD has been appropriated for the “National Centre of Educational 

Technologies” SNCO  by the RA State Budget 2013 “Computer and Internet Services"  programme, 

under “grant” economic budget item. However, only  90% of the mentioned funds were spent through 

procurement procedures.  

 100% of 124.0 mln. AMD appropriated for RA government staff maintenance expenditures are 

shifted to other programmes and spent on procurement (means of transportation, computers, furniture 

etc).  

As a result, the real picture of public procurement volume is distorted. 

 

Apparently Efficient and Long-Term Procurement 

There are specific areas where the needs of the country are clear and consistent, and short notice 

procurements are regularly organized to satisfy the mentioned needs, although the latter could have 

been better organized, i.e. making one-time procurements for a long period of time. This would give an 

opportunity, first of all to save money and ensure the required quality.   
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   With this respect, it is necessary to mention that the case of insulin procurement where the country 

gets the desired result, and saves substantial resources can serve as one of the best procurement 

examples of the past years, , namely:  

In 2012 and in the first half of 2013 the RA Ministry of Health has purchased from “Nathali Pharm” 

and “MLN Pharm” LLCs through tendering 224,018 ampoules of insulin of mid-term, short-term and 

average effect (10 ml= 1 ampoule) at a price of 1,075,286.0 thousand AMD (4800 AMD per ampoule).  

Further  it was  stipulated that in 2013-2019 the procurement of insulin shall be carried out through 

negotiation procedures(without tendering), in the result of which, 1345 AMD instead of 4800 AMD 

was paid for 10 ml. or one ampoule of insulin.  

According to the insulin procurement contract signed between “Novo-Nordisk A/S” LLC and  the 

Ministry, procurement of 2.130.000 ml. of insulin is planned (1 ml.=134.5 AMD)  in 2014.  
 

With the view of the difference in insulin purchasing prices of previous years and the price fixed in the 

contract, in 2014 the state budget savings for insulin alone, will make up around 736 mln. AMD. (( 

(480 - 134.5) x 2.130.000) due to procurement of the contracted amount by the Ministry directly from 

the producer (without tendering).   

Funds appropriated from the state budget for procurement of other medicines can be  saved too.  
 

Thus, 
 

Number of problems and risks existing in the procurement system, as well as inefficient 

expenditure of state budget resources testify to the fact that the system does not live up to the 

expectations and thus undesirable effects occur.  

With this regard, the Control Chamber shall continue to follow-up the progress in reform 

implementation. The field of procurement, as a control priority, will always be in the focus of 

attention of Control Chamber.  

Control Chamber, has already undertaken certain steps aimed at reduction of corruption risks 

existing in the procurement sector within the frame of international cooperation.   

2.2. Health Care Sector 
 

Audit of state guaranteed free medical care and service provision programmes, turnover of medicine in 

Armenia as well as loan and grant projects of the “Healthcare ” PIU  has been carried out.   

The purpose of the projects is the efficient management and coordination of free medical care and 

services provided within the scope of state-guaranteed free medical care and service provision 

programmes.  

The 21 socially vulnerable  and special groups of the population eligible for state-guaranteed free 

medical care and services are defined by the Annex 1 of the RA Government Decision  N 318 –N 

dated 04.03.2004.  

Spot checks of state-guaranteed free medical care services provided in 2012 to people included in the 

poverty (family) system with a vulnerability score of 36.00 and higher (as highest risk selection from 

special vulnerability group ) has been carried out.  

In 2013 the programme has not been  reviewed because of absence of complete data base on  “Family 

benefit”  system and impossibility of comparing the programme funding information.  
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Medical Services Provided to People with Social Vulnerability Score 36.00  and  higher 
 

According to the data provided by the National Healthcare Agency of the RA Ministry of Health, in 

2012, 2567 services of 330.000.0 thousand AMD have been provided to people with social 

vulnerability score of 36.00 and higher.  

Spot checks have been carried out in six medical centres.  72 violations of a total amount of 25,039,75 

thousand AMD have been reported. Below is the statistical snapshot of irregularities.  

 
 

Name  Types of Breaches Cases 

   

“Armenia”  

Medical Centre  

 

A certificate on higher vulnerability score has been issued by the 

SSTD
2
 

7 

The certificate is not valid or has been issued under  another name 3 

Free treatment has been provided to a non-beneficiary or to a person 

with lower vulnerability score  
5 

 Certificate has not  been presented  1 

“Nork-Marash” 

Medical Centre 

A certificate on higher vulnerability score has been issued by the 

SSTD 
2 

Certificate was provided to a non-beneficiary  4 

The certificate is not valid or it has been issued under another name  2 

Registering in the residence address of a beneficiary family before 

treatment with the aim of getting a certificate 
4 

“Hrazdan” 

Medical Centre 

A certificate on higher vulnerability score has been issued by the 

SSTD 
12 

Certificate has been provided to a non-beneficiary 3 

The vulnerability score in the certificate was forged 1 

 Cases of forging the signature of the head of Hrazdan SSTD have 

been detected  
8 

Vanadzor 

Medical Centre  

A certificate on higher vulnerability score has been issued by the 

SSTD 
4 

The certificate has been provided to a non-beneficiary  2 

The certificate is not valid or has been  issued under another name  7 

registering in the residence address of a beneficiary family before 

treatment for getting certificate 
1 

Spitak Medical 

Centre 
The certificate is not valid or has been issued under  another name 6 

S.Malayan Eye 

Centre 

A certificate of higher vulnerability score has been provided by the 

SSTD 
2 

 The certificate has been issued under another name  1 

The Certificate has been provided to a non-beneficiary  2 

 The type of pension has been changed to receive a higher 

vulnerability score 

1 

 

                                                           
2
 SSTD-Social Service Territorial Department 
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The main reason for irregularities is seen in the provision of unreliable data by SSTDs to health care 

facilities.  As a result certain budget expenses were off-target and inappropriate.  
 

Medical Care Services for Tuberculosis  

The state budget expenditures on the programme in 2012 and 2013 have made up 1.268.155.8 

thousand AMD and  1,249,915. thousand AMD respectively.   

Audit of the RA Ministry of Health “Republican Antituberculosis Dispensary” has been carried out on 

a random selection basis.  The amount of audits in 2012 has comprised 793,408.0 thousand AMD, 

making up 526,301.0  AMD as of 01.09.2013.  

 Services provided to the population 
 

It has been revealed by the audit, that due to unsupported calculations underlying provision of medical 

care services, unreliable information has been submitted about the number of patients, the period of 

their treatment and medical examinations. In the result, the services have been provided to the real 

beneficiaries only partially.  

 

For example  

- According to the documents available, A.V
3
 has received inpatient treatment for 152 days, for 

which the Antiuberculosis Dispensary has received a financing of 1,281.6 thousand AMD, however, 

according to the statement of the patient he had received inpatient treatment in the Dispensary only for 

7 days, after which, the medicines prescribed had been provided until December 2012, but no inpatient 

treatment was offered. The validity of the statement is confirmed by the reference from the place of 

employment of the patient, where the fact of regular attendance to work and  non-submission of 

temporary disability form is fixed.  

- According to the documents filed, the period for inpatient examination of  D.Gh has made up 

24 days, however, according to the statement of patient’s mother, he had undergone medical tests, but 

no inpatient  examination was offered.  
 

Around 20 similar cases with 4.859.4 thousand AMD spent, were revealed in the course of 

Control Chamber checks, i.e. payments were made for actually undelivered services. The sum is 

due to be returned to the state budget.  
 

Some examples to illustrate the cases of violations are presented in the Table below.  
 

 

Name, 

Surname  

Number of 

days registered  

Actual 

number of 

days of 

treatment or 

spent on 

examination  

Difference 

in spending 

(thousand 

AMD) 

Notes 

R. V 61 7 480.6 

Stated that had received inpatient 

treatment in the Dispensary for 7 days, 

the Dispensary had provided prescribed 

medicines and the treatment was 

continued at home.  

                                                           
3
 According to the confidentiality principle stipulated by Article 5 of the RA Law On medical care  and services to the 

population no personal information about the patient is published  
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Name, 

Surname  

Number of 

days registered  

Actual 

number of 

days of 

treatment or 

spent on 

examination  

Difference 

in spending 

(thousand 

AMD) 

Notes 

H.A 33 0 293.7 

 Stated that had not received inpatient 

treatment in the Dispensary and that the  

prescribed medicines were provided by 

the Dispensary, treatment was continued 

at home.  

N.N 50 5 400.5 

 Stated that had received inpatient 

treatment in the Dispensary for 5 days 

only, had visited the Dispensary for 

checks  and to get the prescribed 

medicine 

S.H . 8 0 71.2 

The patient’s mother stated that  he had 

undergone examination , however no 

inpatient treatment was received in the 

Dispensary  

H. Y. 8 0 71.2 

 The patient’s father stated that had been 

submitted to a medical exam, but had 

received no inpatient treatment in the 

Dispensary 

Ye.M. 8 0 71.2 

The mother confirmed that had been 

submitted to a medical exam, but had 

received no inpatient treatment in the 

Dispensary  
 

 Moreover, instead of 7150 AMD designated for inpatient diagnostics of tuberculosis, 8900 AMD was 

transferred. As a result, in 2012 (16868man/day) and 2013 (16056 men/day) extra 24.762.2 and 

24.954.6 thousand  AMD was transferred respectively.  

 Procurement procedure  

In the procurement process, there have been number of cases of procurement legislation violation by 

the Dispensary. Specifically, the breach of point 35.1 of the RA Government Decision No168-N, dated 

10.02. 2011 can be highlighted. According to the item referred, the evaluation committee should have 

conducted market price survey, taking as a basis the statistical data and bids of other companies with 

similar profile. The mentioned survey was not carried out. As a result, the prices of products acquired 

in 2012 have exceeded the average market indicators.  

For example, in 2012, pasta was purchased for 630 AMD instead of 350 AMD
4
, sugar - for 595 AMD 

instead of 410, semolina- for 594 AMD instead of 350, rice -for 604 AMD instead of 400 AMD, eggs 

for 60 AMD instead of 50 AMD, beef for 3240 AMD instead of 2300 ADM etc. Furthermore,  issues 

related to portions of food provided to the patients, the nutritional value, meal plan etc. are not  

regulated.   

The nutritional value of food in the Dispensary is still defined on the basis of soviet times normative.   

In the result of spot checks of patient turnover  (reception and discharge of patients from hospital),it 

was reported that there had been substantial inconsistencies in the actual number of patients registered 
                                                           
4
 Source of information about the prices- RA National Statistical Service official data.  
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in the Dispensary in January -August 2013 and the number of patients provided with meal according to 

the menu orders.    

Apparently, presentation of data on the number of patients in the reports submitted for funding 

contains certain risks.  
 

The results of audit of financial and economic activities of Dispensary are not comprehensive, 

since on 12.09. 2013, during the inspection, the financial and accounting  reports of the 

Dispensary for 2009-2013 were confiscated  in the frame of the criminal case initiated by the  

Investigation Department of the RA National Security Service.  As a result, on 01.10.2013, the 

audit process implemented by the Control Chamber  was suspended.  
 

The tuberculosis control programmes in Armenia are  financed not only by the state budget but also by 

the Global Fund. 

Thousand AMD 

 RA State Budget  Global Fund TOTAL  

2009 1,268,155.8 199,092,987 200,361,142.8 

2010 1,170,715.0 323,709,192 324,879,907 

2011 1,298,058.0 262,566,019 263,864,077 

2012 1,304,956.0 1,017,346.0 2,322,302 

2013 1,313,319.3 1,260,980.8 2,574,300.1 

 

As of TB incidence and mortality rate indicators, it is necessary to mention that substantial decrease 

has been reported in the recent years. However, the flows of funds are not being modified 

proportionately; moreover, the financing is even increasing. An assumption can be made, that the 

funding is not reflecting adequately the current state of affairs and trends, the spheres of financing 

remaining unchanged for years and not reflecting the ongoing developments.  

 Such a discrepancy in statistics can be determined by the fact that TB clinics are funded based on 

inpatient/days or bed day/ principle, which leads to unnecessarily long stay of patients in the hospitals.  

Moreover, this can even contribute to spread of drug-resistant TB within the hospital.  

From the perspective of public health protection, it would be essential to change the mechanisms of 

inpatient service funding with a shift to performance based financing.  

The transactions on equipment procurement financed by the Global Fund have been audited too.  
 

The equipment of 294,550.0 AMD purchased with the support of the Fund due to various reasons was 

not at use at the moment  of inspection.  Namely.  

 
 

Name of the Device  

 Price 

(thousand 

AMD ) 

Equipment in 

operation as of  

21.11.2013Ã.  

Acceptance 
Surrende

r 

Genetic analyzer (ABI PRISM 3500) 20/12/12 11/01/13 120,000.0 Not used 

Remote Controlled multifunctional XR 

diagnosis system (Siemens Luminos RF) 
08/08.12 08/08.12 74,200.0 Not used 

 Remote Controlled multifunctional XR 

diagnosis system (Siemens Luminos RF) 
09/08/12 01/08/13 74,200.0 

Is not installed 

and used  

Automated device for DNA and RNA 05/09/12 05/11/12 13,837.0 Is not used  
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Isolation (NorDiag Arrow) D 

Clinical biochemical 

analyzer(HumaStar150SR) 
04/12/12 17/12/12 12.313.0 Is not used 

TOTAL                                                                                                                                294,550.0 

 

 Out of the equipment with a total value of 636.403.5 thousand AMD purchased by the Health PIU, 

the equipment worth of 112.452.8 thousand AMD was not yet distributed to health care facilities and 

was no in use. 

It is obvious that the effectiveness of resources spent has been low. The main reason is seen in 

inadequate and ineffective planning.   
 

 

Haemodialysis services 
 

Irregularities and shortcomings have been detected in this field too. However, especially outstanding 

are cases of multiple use of haemodialysers (filters) in health care facilities.  

In the given case, though multiple use of filters in one haemodialysis session is forbidden for 

health security reasons and the financing is provided based on “one filter, one session” principle, 

however, the health care facilities in fact, purchase filters in smaller quantities using them for 

several times.  

Noteworthy also is the fact, that the final prices for filters purchased by health care facilities exceed for 

several times the price indicated in the import invoices.  

In the result of multiple use of haemodialysis filters, the off-target expenses in “Vanadzor” and 

“Armenia” Medical Centre CJSCs, have made up 23,586.0 thousand and  20,874.0 thousand AMD 

respectively.   
 

Medicine Turnover Procedure 
 

In 2013,  2,329,200.0 thousand AMD was spent within the scope of the project “Provision of 

Medicines to Those Receiving Outpatient and Inpatient Treatment and Involved in Vulnerability 

Groups”.  
 

it has been revealed by spot checks that 

 if Gliklazid (Diazone MR 60 of Indian production) and Glimepiride (Diamar M, product of 

India) were purchased through negotiation processes (without tendering, as it is the case with 

insulin) then over 200.0 mln. AMD could  have been saved.  

 in 2012, over 55.0 mln. AMD would have been saved if two types of medicines alone were 

procured at prices offered in 2013. 
 

 If in 2012 medicines of  European production were purchased and currently their Asian 

analogues are being  procured, thus resulting in some savings, then the guaranteed 

effectiveness of these  medicines is not ensured.   

Review of use of state budget resources allocated for procurement  purposes as well as study of 

procedures and measures targeting medicine turnover in Armenia will continue in 2014 too.  To this 

end, the Control Chamber with the support of its international partners is undertaking steps aimed at  

independent expertise of quality of certain medicines.  
 

2.3.  Real Estate State Registration  
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In the reporting year, control activities have been implemented within the State Committee of Real 

Estate Cadastre.  

The audit  has revealed that: 

The reforms aimed at improvement of quality of services, increase of performance transparency, 

improvement of quality control, as well as targeting reduction of corruption risks, efficient use of 

resources have been underway in the Committee.    

Spot checks of transactions made by “Yerevan” territorial department were carried out and number of 

irregularities were detected.   

1. Out of 5750 cases of state registration of rights and encumbrances to the real estate property and 

suspension of the registration procedure, 180 have been audited on a random selection basis. 

Irregularities have been identified in 40 cases, i.e. in 22.2% of files checked. The following cases can 

be highlighted:  
 

a) several cases  of suspending the registration processes  followed submission of applications 

and the right for property was registered with an up to 10 month delay, but for other property 

e.g., 

 The procedure of registration of real estate property right for unauthorized and unfinished 

construction of 7.98 sq.m. in Davtashen 4 district 5/5, Yerevan, and for the land parcel of 53.7.sq.m 

has been suspended on 01.11.2011, with the following reading; the  unfinished  construction of 7.98 

sq.m. (completed for 50-80%) was not available in the indicated land parcel. Thereafter, another 

unauthorized construction built in the same address in 2013 and completed by 50 % received state 

registration.  

State registration of the mentioned property could not have been implemented, since the decision of 

the Mayor of Yerevan was related to a public building of 7.98 m. sq. built in 2010 and completed for 

50-80%. Thus, a different building was registered.  

 b) Different approaches were displayed in evaluation of documents submitted for registration of 

real estate property rights, double standards have been applied.  

If in one case, the documents submitted have been taken as a basis and state registration was 

implemented, in other cases the registration of real estate property rights in the same area was 

suspended.  
 

For example. 

On 23.03.2012, an application for registration of property rights in Tbilisyan highway 21/11was 

submitted,  and an  unauthorized dwelling house of  21.2 m. sq, a utility room of 17.9 m. sq., a fence of 

11.4 sq.  m. built in the land parcel of  641.64  sq. m was indicated in the annexed documents. 

However only the house and the utility room were indicated in the purchase and sales agreement and 

the payment receipts for the latter were submitted.  

The dwelling house does not meet the requirements of the joint order No108-K of the Minister of 

Urban Development and the head of State Committee on Immovable Property Cadastre Department 

dated 26.05. 1998. There are also inconsistencies in the documents submitted.  

Regardless of the mentioned facts, on 27.03. 2012 state registration of real estate property right was 

implemented, with the fence, constructed without an authorization was missing. However in 

accordance with the RA Law on “State Registration of Rights to the Property”, Article 28 and the 

provisions of on Law of the Republic of Armenia on the Fundamentals of Administration and 

Administrative Procedure, Article 7, the procedure of registration should have been terminated.   
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 The decision of the Mayor of Yerevan No 4629-A as well as the plan and characteristics of the 

land parcel and construction were submitted annexed to the application for legalization of the 

unauthorized construction in Ajaryan str. 43/24. In the land parcel of 1111.92 sq m. an unfinished 

dwelling house of 9.4 m sq. and a swimming pool of 12.5 m. sq. were constructed in 2009 with no 

relevant authorization.  On 26.10. 2012, the procedure was suspended with the following  reading: 

“According to the point 4 of regulations approved by the RA Government Decision No 912-N, dated 

18.05.2006 submission of architectural-planning assignment on finalization of construction, 

construction permit and the documentation on finishing the construction activities is required”.  

The procedure was suspended on wrong grounds, since other provisions are stipulated by item 4 of the 

RA Government Decision 912-N, dated 18.05.2006, and the requirement on submitting the mentioned 

documents is completely groundless.  

Thereafter on 27.03. 2012, state registration of property right was implemented(after being suspended 

for 5 times), without the preconditions for suspension of the procedure being removed, violating the 

requirement of the RA Law on State Registration of Rights to the Property, Article 28, paragraph 2   

and paragraph 4 violated. 

 c)There have been cases, when the state registration of the real estate property  right based on 

the documents submitted by the owners has not been implemented, the registration being  

suspended without any solid grounds. Later, the state registration of the right has been 

implemented with no additional documents acquired.  

 

For Example  
 

  An application on state registration of real estate property right for Aghababyan str. 19/2 was 

submitted on 07.08,2012. The procedure was suspended pursuant to the RA Law on State Registration 

of Rights to the Property, Article 28 with the following reading:  “the property under consideration 

does not meet the requirements of the joint order No108-K of the Minister of Urban Development and 

the head of State Committee on Immovable Property Cadastre  Department  dated 26.05. 1998”. 

Without the preconditions for suspension of the procedure being removed, after 21 days, on 31.08. 

2012, state registration of real estate property right has been implemented, violating the requirement of 

the RA Law on State Registration of Rights to the Property, Article 28, paragraph 2.  
 

d/In several cases, the functional purpose of land parcels registered did not correspond to the 

target use of given land parcel.  

In many cases the target use of buildings/constructions in use did not correspond to the target as 

well as functional purpose of provided land parcels, contradicting the requirements of Article 10 

of the RA Land Code.  For example  
 

   Private property right for Davtashen 1 district, 36/4 is registered. According to the registration 

data, the land parcel of 998,13 sq.m. is a common property. Its functional purpose  is registered to be 

industrial, use of subsurface and other production purposes. The target use of the construction is 

industrial, its target use being defined as production department, manufactory and a shop. According to 

the Decision 1041- of the Mayor of Yerevan, dated  19.04. 2013, additional 93.13 sq.m of land parcel 

has been alienated through direct sales from the 905.0  sq/m belonging to individuals with a right for 

common shared property. 
 

The functional purpose of the land parcel, i.e. industrial, subsurface use and other is not available. The 

target i.e. industrial use of the construction contradicts the  registered target use of the land parcel,  in 

fact, the construction should have been registered as public,  since the mentioned object serves as  a 
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swimming pool.  The additional of 93.13 sq.m. provided by the Decision of the Mayor of Yerevan was 

built-up with unauthorized construction, which was not taken into account. The actual data related to 

the mentioned construction do not comply with the registration data. There were other unauthorized 

constructions at the moment of registration which were not measured.  

e) The target use of land parcels, buildings and constructions of number of Design and Planning 

Institutes is registered as residential; however, in fact they are being used for public purposes. 

This is determined by the fact that in case of public use, the property tax coefficient is 

substantially high. There have been also cases reported, when the Committee,  not being 

endowed with relevant authority has changed the marking of target use of the land parcel, which 

has resulted in certain inaccuracies in the RA Land Stock data base.  
 

    The property right of a Design Institute to a real estate in Charents 1 has been registered since 

24.10.2004. The target use of the 6008 m.sq. land parcel is registered to be residential, and its 

functional purpose is defined to be public construction activities. Whereas at the moment of 

registration the purpose use of a building of 10804.6 m.sq. was public, and its functional purpose was 

public.  
 

The RA State Committee of Real Estate Cadastre  has made an “amendment”  to the certificate not 

being endowedwith the relevant authority.  According to the mentioned amendment, the target use was 

indicated to be industrial and its purpose use was defined as scientific research institute.  As of  09.09. 

2013, an area of 244.3.4 sq.m was given for rent to 16 lessees.  
 

The industrial purpose  of registered construction does not correspond to the target use of dwellings 

located in the given land parcel.  In the result, the overall cadastral (insurable) value of the 

construction is 322,444.1 thousand AMD, though it should have been appraised as public area, its 

cadastral/insured value being five times higher. Though the areas given for rent are used for public 

purposes, the latter have been evaluated as industrial areas too.  
 

f/ Part of activities aimed at evaluation of cadastral value of the construction was carried with  

oversights and shortcomings and as a result the cadastral/ insured value of the building and 

construction was appraised to be lower.  

 

For example.   

 

 On 13.09.2012 private property right for apartment building in Mashtots ave, 33/2 was  registered. 

The registration was carried out with irregularities, the data  measured and registered do not comply 

with the  project, namely there is a deviation from the building project  in the ground floor.  The main 

entrance of the building is blocked with an unauthorized construction, and the entrance is from the 

back door.  There have been irregularities in cadastral appraisal of the building too. It was  assessed 

in accordance with the private dwelling houses assessment procedure and  its assessed value  is 

709.630.3 thousand  AMD, whereas in case of being appraised as  apartment building its value would 

make up around 1,460.0 mln. AMD 

2. Point three of joint order No108-K of the  Minister of Urban Development and the  head of State 

Committee on Immovable Property Cadastre  Department  dated 26.05. 1998, on “Classification of 

building and constructions in  the territory of Armenia according to their target use” contradicts the 

provisions of the RA Land Code , Article 10, pursuant to which only buildings with combined 

residential and public  use are envisaged in the land parcels of residential purpose.   
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Control Chamber has recommended to consider the issue of developing a new procedure on 

classification of buildings and constructions in the territory of Armenia according to their target use to 

comply with the provisions of the RA Land Code. 

3. The Centre of Geodesy and Cartography  State Non-Commercial Organization has 

implemented activities on adjustment, update, elimination of inaccuracies in the maps of 

Armenian  and Georgian borderlines  as well as topography geodesic activities of a total 

value of 15,523.5 thousand AMD.  
 

However, it was revealed by the audit, that the activities on comparison of maps, final checks and full 

acceptance of works performed by the mentioned SNCO are not  yet finalized. The disagreement of 

parties on coordinates and height of identification marks are still unsettled.  
 

 Details of irregularities, shortcomings and problems revealed in this sector in the course of audit  

are presented in the of Control Chamber Progress Reports.  
 

2.4. Energy Sector  

 In the reporting year,  audit of calculation and payment of dividends by “High Voltage Electric 

Networks” CJSC,  "YEREVAN TPC" Closed Joint-Stock Company, Armenian Nuclear Power Plant,” 

Vorotan Complex of  HP”  "ENERGONALADKA" Closed Joint-Stock Company “Analytik”, 

“Computing Centre”  CJSCs  operating within the RA Ministry of Energy and Natural Resources has  

been implemented.  

It has been revealed through the audit that:  

1. the indicators reflecting annual financial and economic activities of the mentioned companies 

testify to their  disproportionate development.  

2. The activities carried out at management and planning stages appeared to be insufficient.  

3. unprofitable operation of companies of the system: majority of companies has reported about 

losses in financial and economic activities  

4. inadequate fulfilment of short-term and long-term responsibilities by the companies of the system 

also contributes to their unprofitability.  

5.  In the result of submission of inaccurately reflected (reduced) VAT and profit taxes attributable 

to improper accounting  records and preparation of incomplete financial reports additional tax 

liabilities  of  a total amount of 60,676.3  thousand AMD have occurred in some companies, 

contributing to loss-making. During the audit, the mentioned amount has been paid to the state 

budget.   

6. Through the study of dividends paid by joint stock companies with state-owned shares it has been 

revealed that in the reporting period, dividends of 3,122.5 thousand AMD, 1,755.0 thousand AMD and  

4,525.0  thousand  due to be paid have occurred in “ENERGONALADKA",  “Analytik” CJSC and 

“Computing Center”  CJSC  respectively, as a result of unprofitable operation. The amount has been 

paid to the state budget  in accordance with the established order.   

Detailed description of problems revealed is presented in Control Chamber Progress reports.  

 

2.5. Defence Sector  

 

162 contracts on purchase of food products, uniform, equipment, medicines as well as on bakery 

services with a total value of 13,405,981.7 thousand AMD, has been  audited .  
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1.  145 contracts with a total value of 10,948,017.2 thousand AMD (81% of the sum paid for 

purchase of goods) have been signed directly with the local producers or with direct importers of the 

goods, and the prices per item fixed in the contracts are lower than the wholesale market  prices. There 

are no irregularities detected.  

2. 17 procurement contracts, with a total value of  2,457,964.5 thousand AMD have been signed 

with the companies which are  neither a producer nor an importer of procured goods. 172,877.3 

thousand AMD could have been saved  in case of direct purchase  from the producer or direct 

importer.  

3. The demand on specific items of the procurement plan was not well grounded and in the result of 

audit,  the Ministry redistributed to other expenditure items  the 126,050.0 thousand AMD allocated 

for procurement of flour, 151,600.0 thousand AMD for procurement of accounting software and 

71.677.0 thousand AMD earmarked for purchase of vaccines.   

 

2.6.  Police Sector  

2,723,914.5  thousand AMD has  been assigned by the  Police Procurement Plan of 2013 for purchase 

of goods in the scope of the state budget programmes on “Ensuring Maintenance of Public Order” and 

“Provision of Medicines to People Receiving Inpatient and Outpatient Treatment and Involved in 

Special Groups” . Out of the mentioned amount 696,210.5 is paid for electricity, gas and water based 

on actual meters readings, this containing lower risks.  

The police has signed nine contracts with a total value of 1,330,696.7 thousand AMD for procurement 

of fuel, lubricants, accumulators/batteries. The contracts were signed directly with the importers of the 

mentioned goods.   

Ten contracts on purchase of   uniform with a value of 453,010.2 thousand AMD were signed.  The 

contracts were signed with local producers.  

Twenty-six contracts of a total value of 55,721.4 thousand AMD for medicine procurement were 

signed with local producers or with importers directly.  

The observations show, that in case of direct procurement from the local producers or importers, no 

trade balance surplus leading to price increase occurs,   and the prices at which the goods are procured, 

do not exceed the average wholesale market prices. The procurement process was implemented 

successfully, and the Control Chamber has evidenced no risks in the contracts signed.  

 

2.7. Education Sector 

 

In the reporting year, audit of procurement of goods and services carried  out  at the expense of state 

budget means by the RA Ministry of Education and Science  has been implemented.   

Problems of General related to Programme Financing 

  The funding for “Special Education” project in the reporting year has made up 1,433,846.1 

thousand AMD. Financing has been provided to 12 State Non-Commercial Organizations.  

 It has been reported that in the result of calculating extra pupil/days exceeding the defined limit in 4 

State Non-Commercial Organizations (SNCOs) under the Ministry, extra 23,015.0 thousand AMD was 

transferred for procurement of food products. The sum has been deducted from the financing. The 

reported 23,015.0 thousand AMD is due to be returned to the state budget.  
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  The financing of “Vocational Secondary Education” project in the reporting period has made up 

1,572,248.1 thousand AMD. The resources have been channelled to five SNCOs and to 1 closed –joint 

stock company with state-owned shares.  

It has been reported that during the audit 194,921.9 thousand AMD has been withheld from the 

financing provided in the scope of the project.  

- 144,612.4 Thousand AMD has been deducted from “Aparan Military and Sports College” budget 

because of lack of students.   

-   Extra 5,429.2 thousand AMD calculated for food procurement fo r “Tigran Mets Military and 

Sports College” to exceed the defined limit 

- the free balance of  44,880.3 (difference in the assigned and contracted amount) emerging in the 

project.  

194, 921.9 thousand AMD reported and deduced from the financing is subject to be paid back to 

the state budget.  

 In the result of comparison of calculation results and contracts signed, it was reported, that extra 

financing of 355,612.8  thousand AMD has been appropriated for SNCOs and CJSCs, mostly  

proceeding from assigning more teachers, laboratory and other staff   than it was defined.  

- 147,041.9 thousand AMD for “Anania Shirakatsi Lyceum (Educational Complex) Closed Joint-

Stock Company-  

- 81,674.3  thousand AMD for  “Poqr Mher” Lyceum (Educational Complex)  

- 14,146.9 thousand AMD for “Physics  and Mathematics  Specialized School after  A.Shahinyan at 

Yerevan State University” 

-  35,352.9   thousand AMD for “Tigran the Great Military and Sports College in Armavir” SNCO  

- 7,396.8  thousand AMD for “Aparan Military and Sports College”  SNCO.  

In the RA Law on General Education, Article 3, paragraph 1 point 9, a specialized general education 

school is defined as a type of educational institution that implements basic general education 

specialized programmes in any field of military science, sports, crafts, arts or science. 

However, in the course of audit it was evidenced, that the model regulations of specialised general 

education schools and the curricula were not developed and approved.  

 

Payment for undelivered services 

A contract with a value of 385,825.8 thousand AMD has been signed between “Poqr Mher Educational 

Complex” SNCO and the Ministry.  

It has been revealed through the audit that:  

 In accordance with the calculation indicators underlying the budget estimations, 145,504.0 

thousand AMD has been earmarked by the Ministry for procurement of food products per 271 

students/365 days. However, the service actually has been provided for 264 days.  

As for food products supply the value of undelivered services is making up 40,262.7 thousand AMD, 

due to be paid back to the state budget in line with point 5.8 of the contract signed with the Ministry.  

 The educational complex, violating the requirements of the current legislation, not observing the 

procurement procedures and not signing a contract purchased from a preferred person food products of 

a total  value of 45,608.0  thousand AMD.  It should be mentioned that, the same persons have 

supplied food products to the mentioned educational complex in 2012 too. Moreover, the educational 

centre has transferred 1,264.7 thousand AMD, for which no supplies have been delivered.  
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At the same time, it is necessary to point out, that the Ministry of Education, in contrast to other state 

agencies has displayed constructive approach in elimination of irregularities and shortcomings 

revealed in the result of audits as well as in exclusion of their possible recurrence in the future.  

The detailed description of irregularities and shortcomings  detected in the result of audit of 

educational programmes is presented in the RA Control Chamber Progress Report.  

 

2.8. Finances  

 

 In the reporting year, Control Chamber has carried out audits in the RA Ministry of Finance too. The 

irregularities and flaws detected relate to performance of certain departments. Namely:   

 

Audit Activity Control Inspectorate 

In 2011, only 3 out of 41 licenses conducting audit activities have been checked.  

In 2012 yet again, only one out of 37 licenses carrying out audit activities has been checked and one 

license was rechecked.  

 The Inspectorate has not fulfilled the programme of inspections approved by the  Order of the RA 

Minister of Finance No 938-A, dated 3011.2011, according to which checks in all 36 audit companies 

were planned, whereas only one audit was implemented . 

Checks of 26 licenses conducting audit activities were planned by the order of the RA Minister of 

Finance 1027-A on approval of the programme of inspections adopted in 2013.  However, as of 

December 1, only eight checks were carried out.  

 

Licensing Agency  

 

According to the RA Government Decision No987-N dated July 1 2004, the applicant shall submit a 

bank reference on security deposit of 200.000 mln. AMD to the Licensing Agency of the RA Ministry 

of Finance for acquiring a license on organizing lotteries.  

In case of 5 licenses, the security deposit was not available for the moment of license provision, or the 

bank security was removed. Still, the meaning of “security”  is not clearly defined by the RA 

Legislation.  

 

The Inspectorate for Control of Licensing Terms and Requirements  

 

The Inspectorate has not fully performed the control  function over the observance of terms and 

requirements of licenses issued in line with the order established by the RA Legislation and the 

Inspection Programme for 2012 approved by the order of  RA  Minister of Finance No 954-A dated 

December 1, 2011.  

Out of  97 audits planned, four were not organized, and still in other 10 cases the deadlines were not 

met.  

''Foreign Financing Projects Management Centre State Institution (PIU) 

“Foreign Financing Projects Management Centre” State Institution was established by he RA 

Government Decree 765_N dated December 12, 1999.  

 The objective: FFPMC is to ensure implementation of projects  developed by the national executive 

bodies on the account of credit and grant proceeds allocated to the Republic of Armenia by the 

international  crediting institutions  as well as  to carry out activities aimed at implementation of the 
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programmes designed  by the RA  Minister of Finance on the account of state budget resources 

allocated to the RA Ministry of  Finance. 

Number of Projects 11: Amount- 65.5 mln. USD.  

                                                                                                                           Thousand USD  

 Amount of Funds Provided  Actual  Expenditure   

Loans 50,000.0 16,357.5 

Grants 3,633.0 1,404.8 

State budget  11,931.6 3,436.8 

TOTAL  65,564.6 21,199.1 

 

 Note: The CoC has carried out control of the mentioned PIU in 2010 (RA CoC Decision No 26/12 

dated 26/12). The “Public Sector Reforms” “and Social Protection Administration” projects were 

audited.  

 

The 11 projects implemented by the PIU are:  

 

1. The E-Society and Innovation for Competitiveness (EIC) Project, 

7963- AM 

28,4 mln. USD 

2. Tax Administration Modernization Project  5114- AM     15,0 mln. USD 

3. Second Public Sector Modernization Project, 7854-AM 11,1 mln. USD 

4. Second Social Protection Administration Project , 7848- AM 6,1 mln. USD 

5. Strengthening Public Financial Management In Armenia TF 

012529 

1,16  mln. USD 

6. Public Sector Accounting Standards Strategy 2: grant project , TF 

096227        

0,74 mln. USD  

7.  Improving Fiscal Management And Tax Compliance Capacity In 

The Government Of Armenia Project, TF 09622 

0,67  mln. USD 

8. Strengthening Capacity of Regulatory Reform Unit of the 

Armenian Government Project TF 011972 

0,65 mln. USD 

9. Capacity Building for Public Sector Auditing, (Control Chamber )   

TF 011901  

0,64   mln. USD 

10. Strengthening National Assembly's Capacity for Policy 

Formulation and Public Dialogue, TF 096229 

0,63   mln. USD 

11. RA Ministry of Finance Capacity Development Grant Project TF 

011901 

0,42   mln. USD 

 

 

According to the RA Government Decree 168-N of 10.02.2011, the management of the Client 

administration, as well as the 

- Procurement officer 

-  Department in Charge  
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- Assessment Committee, as far as their responsibilities are concerned are in charge for 

every procurement.   

  If the staff members of the Client Administration do not have the required professional capacities, 

then an expert is invited join or/and to support Assessment Committee in performance of the activities. 

In the procurement process, remunerated services are provided only by the invited consultant.  

However, by other legal  acts  the  

- Project Implementation Unit 

- Project Coordination Unit 

- Project Management Board  are defined as institutions responsible  for procurement procedures  

carried  out through grant proceeds allocated to the Republic of Armenia by foreign countries 

and international  crediting institutions. 

The first and the second institutions mentioned have provided remunerable services, while the  third 

one has been functioning on a voluntary basis.  

The RA Government has set out the main tasks of PIUs by the Decree  No 765 adopted back in 

December 22, 1999  .  

-  Performing the functions of a purchaser of works on behalf of the RA Government,  preparing draft 

contracts and signing them.  

-  Preparation of goods and services procurement ToRs 

- Assessment and review of ToRs 

-  Implementation of monitoring activities, also by relevant international or foreign financial 

organizations.  

- Preparation and submission  of reports in line with the order set out by the RA Legislation,  

It is provided by the RA Government Decree No 1356-N of September 22, 2011 that the Evaluation 

Commission should be established by the order of PIU Director – the head of the institution 

implementing the project.  

  It has been revealed though the Control Chamber audits, that the credit programme evaluation 

committees have been established by orders of heads of ministries and agencies engaged in the project.  

It is provided by the Charter of Foreign Financing Projects Management Centre (FFPMC) State 

Institution , point 8, paragraph 7,  approved by the RA  Government Decision 562-N, dated May 05, 

2011, that the State Institution is fulfilling the function of the purchaser of works on behalf of the 

Government, however, there is  a  second client indicated in all contracts.  

 Operational Manual of the Loan Project, developed and approved by the beneficiary administration, is 

further coordinated with the World Bank. In fact, the Manual becomes an integral part of the Loan 

Agreement gaining supremacy over the RA legislation.  

New redistribution of project management functions has been provided by the Operational Manual of 

Loan Projects, regardless of the fact, that Operational Manuals approved by the decision of the 

Management Board.  

The functions attributed to the PIU by the RA Government Decision are currently conferred to other 

agencies associated with the project. Namely: 

-  The ToRs/technical specifications are developed by relevant beneficiary administrations.  

-  An Evaluation Committee is being established by the order of the RA Minister of Labour and 

Social Affairs. 

- The head of the administration responsible for project implementation and the Director of the PIU 

acting on behalf of the RA Government as a Client, sign a contract with the consultant or the supplier.  
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 According to the Operation Manual of E-Society and Innovation for Competitiveness (EIC) 

Project, 

-  the National Competitiveness Foundation is responsible for development of measures to be 

implemented in the frame  of the first component, as well as for the design of the annual action plan 

and preparation of budgets, ToRs, reports as well as for implementation of other activities. 

- The Enterprise Incubator Foundation is in charge for implementation of all activities of the first and 

second components,   including the preparation of ToRs and reporting.  

- Either the National Competitiveness Foundation or the  E-Governance Infrastructure 

Implementation Unit CJSC is responsible for coordination of contracts signed with the supplier and 

acceptance of works.  

-  The Assessment Committees have been  established by the Decision of the RA Ministry of 

Economy.   

According to the RA Government Decision  No 765, dated December 22, 1999, the monitoring and 

control functions are  conferred to the PIU,  the monitoring function by the Operational Manual is 

assigned to the Project Coordination Unit, and the control function- to the Project Management Board.  

-  Thus, according to the Government Decision, the PIU functions have been assigned to other 

institutions associated with the project implementation.  According to the RA Government Decision 

No765-N, the Project Implementation Unit is in charge for implementation of loan project activities 

with all ensuing consequences. According to the Operation Manual, the beneficiary administration is 

also granted the same status, with all the ensuing consequences, whereas the Project Management 

Board approving the Operation Manual is not endowed with such authorities. Consequently, the legal 

framework regulating the project management is facing legitimacy problems with respect to provisions 

of the Operation Manual.  

Allocations from each project were made to maintenance expenses of the PIU with a staff of 15. From 

four projects audited alone, 2,517.4 thousand AMD was provided for the period of their 

implementation.  

607.6 thousand USD and 127.2 thousand AMD  have been assigned  by the “E-Society and Innovation 

for Competitiveness (EIC)” Credit Project for maintenance expenses of the Enterprise Incubator 

Foundation and the Governance Infrastructure Implementation Unit  respectively.   

The activities of the PIU (Project Coordination Unit)  also have been financed through the mentioned 

projects.  

It has been identified by spot checks that;  

1. Within the scope of “Strengthening institutional capacity in policy formulation” component of the 

“Second Public Sector Modernization” Project a contract has been signed with the “Unicomp” CJSC 

on provision of network equipment to the RA Government Staff” and  its installation. Part of the 

contract value  - 546,959 AMD was indicated in USD (taxes excluded), and the remaining part-

30,366,240 (VAT included)- in Armenian currency.  

The applicant was an Armenian resident, however the price quotation in the application submitted is in 

foreign currency, the RA Law on Currency Regulation and Currency Control being thus violated.  

All the supporting documentation for goods of a total value of 546.9 thousand USD defined by the 

contract and delivered to the Client were submitted in the name of the subsupplier, “Abris 

Distributions” CJSC (USA, New Jersey, city of Manalapan). 

 546.9 thousand USD was transferred by the PIU to the subsupplier - “Abris Distributions”, and the 

PIU made customs clearance and VAT payments for the goods imported in the name of “Arbis 

distributions”. The “Unicomp” CJSC, as a party to the contract has not submitted an invoice on supply 
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of goods. From the perspective of tax administration, the company, in the given case faces certain 

problems in calculation of tax liabilities emerging from the mentioned transaction.   

 The transaction in this case contains certain risks, since the winner of the bid was the “Unicomp” 

CJSC and the contract was signed with the latter, whereas the full amount of sum was transferred to 

the subsupplier- “Abris Distributions” (USA).  

Necessity of crosscheck arises here.  

2. In the scope of “Developing information systems for internal work flow and external 

communication” component of the Second Public Sector Modernization Project, a contract on 

procurement of furniture for the RA National Assembly was signed with “Vex” LLC , with a 

violation of terms of tender announcement. Part of the sum- 118,245, (taxes excluded) was indicated in 

the contract in US dollar, and the remaining part - 49,907,106- in Armenian currency, thus violating 

the RA Law on Currency Regulation and Currency Control.  

 All the supporting documentation on goods imported and delivered to the Client’s address were 

submitted in the name of “CIS International Impex” Co Ltd. (China).  Out of the sum set out in the 

contract, 118,2 USD, was transferred to the subsupplier by the PIU with no relevant documentation 

submitted, while the customs clearance and the VAT payments for the commodities  imported to 

Armenia were made in the name of “CIS International Impex” CO Ltd (China).  

“Vex” LLC, as a party to the contract has not submitted an invoice  on commodity delivery.  

 No research on formation of pre-estimated market prices necessary for furniture procurement had 

been carried out by the Client had carried out.  

A necessity for a cross check arises. 

3. In the frame of the “Public Sector Accounting Standards Strategy” project,   a contract with 

a total value of 704.1 was signed with “Four Assist Development Consulting Limited” (Cyprus) 

for procurement of works on full scale piloting of the public sector accounting draft legal acts 

and manual as well as on introduction ofautomated accounting system. The full amount of sum 

(taxes excluded) was  transferred to the Cyprian Company.  On the very day of contract signing, the 

Cyprian Company in its turn subcontracted the consultancy services of a total value of 288.0 thousand  

USD to “P-H-P Partners” CJCS registered in Armenia.  

No activities aimed at implementation of draft legal acts regulating the public sector accounting  and  

testing of automated accounting system in pilot agencies, as well as aimed at enhancement of 

capacities of relevant institutions have been carried out in any of the four pilot institutions.  

A contract of 142,195 thousand AMD was signed between the RA Ministry of Finance and  the  

“Continental Financial Services” Inc for development of  fundamental legal acts ensuring introduction 

of a new public sector accounting system . The contract was signed within the scope of the 2008-2009 

reform  grant project.  The mentioned legal acts later became an integral part of the ToR for Public 

Sector Accounting Standards Strategy grant project.   

 Noteworthy is the fact that on the same day a contract was signed   between the “Continental 

Financial Services” Inc and the “P-H-P Partners”, according to which on the basis of subcontracting 

“P-H-P Partners LLC”  performed the functions of a consultant.  

Activities planned in the frame of Public Sector Accounting Standards Strategy 2, grant project were 

not rolled out at zero level, however the financing required for implementation of the strategy, which 

was rather an update of the same legal acts, exceeded the amount of the previous project by 309.8 

thousand USD.   

4.  In the scope of the e-society infrastructure development component of the  E-Society and 

Innovation for Competitiveness (EIC) Project, a contract  of a total value of 788.3  thousand USD 
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was signed with the PWPW S.A./ (Polland) /11.05.2012 - 27.09.2013/ for establishment of an 

accreditation centre. As of 01.12.2013, the day of audit,  works of a total value of 111.4 thousand 

AMD were  completed.   

The project delivery activities according to the Contract were to be finalized by September 27, 2012, 

after which warranty services were to be provided up to September 27, 2013. However, the activities 

are not completed yet, moreover, as of the day of audit even the final delivery activities scheduled, 

were not completed, the deadline for their delivery being set September of 2012.  The penalty of 78.0 

thousand USD (equal to 10 % of the total Contract value), was not imposed by the Client for failing to 

meet the deadlines set by the contract.  

Contracts of a total value of  253,471 thousand USD were signed with 6 experts for provision of 

technical assistance in establishment of an accreditation centre, for which 192,040 USD  was paid. 

Despite the fact, that 75.8 percent of the amount allocated for technical assistance activities has been 

already spent, the accreditation centre establishment activities, project delivery and one year warranty 

service provision activities are not fulfilled by the  PWP S.A./ (Poland) so  far .  

5. Loan project for additional funding of “Social Protection Administration”  project,  

second component  titled “Overall support to the social protection Sector”  was aimed at 

integration of social protection territorial  centres and turning them into  units providing their services 

based on “one- shop stop” principle . 3.8 mln. USD has been spent by the project on   renovation of 

social protection territorial centres, establishment of a unfired system of information flow, 

development of a legal basis for delivery of integrated social protection services.  

 A contract of 86.1 thousand USD was signed with the “Harmonic Society: Armenian Association of 

Social Workers” NGO for development of structural and functional model of integrated social service 

provision.  In the result of contract execution, the consultant presented two models, however, neither 

of the models proposed was implemented by the Client.  

A new, alternative model, implying the “one stop shop” principle has been proposed by the RA 

Ministry of Labour and Social Affairs.  

The Client has envisaged the integration of social service delivery through methodological/functional, 

legal-administrative, informational, physical centralization and focusing the mentioned directions.  

However, out of the directions and modes indicated, only the physical centralization has been fulfilled 

so far, with the informational integration process still in progress.  

According to the proposed model, all four services are located in one station,  with their separated 

administration centres preserved.  

The established  integrated centres are sets of institutions, consolidation of various people, experts,  

services and constructions, administered by relevant settings, this resulting in reduced efficiency of 

process organization, and in case of not being administered from one centre, the issues of 

organizational character do not find their solutions in territorial centres.  

The “one stop shop principle” has not been implemented; in fact the principle of “One shop three 

stops” is currently applied in provision of social services. All centres delivering social services proceed 

in the same manner as they used to in the past, with no integrated social services.  

Automated information exchange between the data systems of social protection sector and state 

governance agencies (Cadastre, State Revenues Committee, RA traffic police register, State Register 

of Enterprises etc) envisaged  by the project  is not ensured. The system is connected automatically 

only to the State Register of Population.    
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This situation stemming from the previous integration models  applied in the towns of Vanadzor and 

Masis, this being quite close  to the proposed model in its structure,  i.e. the organizational problems of 

territorial centres remaining unsettled because of lack of administration from one station.  

The proposed new model, in fact, does not lead to reduction of expenses since there are maintenance 

costs for four settings and there are departments duplicating each others’ functions in each of the 

agencies (financial, information, management personnel, secretariat etc.).  Neither of  the 25 

registration digital devices and 25 electronic information stations with a total value of 194.9 thousand 

USD  purchased in the scope of the present component  were functioning at the moment of visits to the 

Centres. The latter were not integrated into the network either. The 50 TVs with a total value of 

16.250.0 thousand AMD provided to territorial centres were not connected to the network and were 

not serving the  purpose. In many Centres the cameras were not installed, connected and were not 

functioning.  

 Reasoning from the above-stated, it is recommended to proceed with the study of the mentioned 

projects for developing conclusions and depicting the objective reality. This will involve 

collection of additional information about the prices of goods and services procured and 

implementation of cross checks in supply companies if necessary.  

Review of implemented projects, study of prices of goods and services delivered, as well as of bid 

organization procedures indicate that there were substantial shortcomings and risks in the 

mentioned procedures and further checks are required.  

Control Chamber is looking forward for the support from its foreign partners in audit processes.  

There are irregularities of similar character identified in other projects too. The Control 

Chamber aims to keep all 11 projects in the focus of its attention until their completion.  

 

2.9.  Environmental Sector  

The Control Chamber addresses regularly environmental issues that are of high priority for the 

country.  

 There is also a dynamic progress in international cooperation aimed at improvement of the mentioned 

audits.  

Concrete audits topics are to be selected from a wide range of issues that are of prior importance in the 

given period of time.  

In the reporting period control over execution of their functions by the “Khosrov Forest” State Reserve 

SNCO and State Environmental Inspectorate has been carried out. Substantial problems have been 

revealed, namely; 

 cases of unauthorized use of land parcels by an individual, violating the preservation regime in 

Khosrov state reserve has been recorded.  Instead of 1375m.sq  land parcel provided for 

maintenance of 117 m.s.q constructions operated with a proprietary right,  3-4 hectares are used 

without an authorization.  

 The inhabitants of former rural settlements of Gyolaysor and Gylanlar, violate the preservation 

regime by agricultural activities. Preservation of flora and fauna in these areas is out of control. 

Among the main violations of preservation regime are pasturing and haying.   

 There is no proper control over roadblocks; there are not enough signposts and technical control 

devices installed on the borderlines and entrances of the natural reserve. Because of absence of 

roads to the community pastures and hayfields, the natural reserve areas are being used for 

agricultural purposes.  
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Security measures implemented in the reserve are obviously not efficient, since it is provided that an 

area of 700 hectares should fall under the control of each inspector. This apparently cannot be 

reasonable. Furthermore, the inspectors are not supplied with required technical and transportation 

means.  

  The existing borderlines of the natural reserve do not meet the requirements of ecosystems 

development and preservation. According the “Khosrov Forest” State Reserve management plan for 

2010-2014, it is proposed to integrate 5849.7 hectares into the territory of the reserve, for making the 

area more comprehensive in terms of ecosystem inclusiveness and elimination of fragmentation in 

borders. The measure has not been implemented so far.  

 

State Environmental Inspectorate  

 Though audits in the territory of the natural reserve were planned by the programme of State 

Environmental Inspectorate for 2012-2013, no checks have been carried out and subsequently no 

irregularities have been recorded.  

  The annual programmes of inspections were not realistically designed, with the programme of 

inspections for 2011 being accomplished by 27%, and the programme of 2012- by 7,5% 

respectively. Out of the 2593 objects included in the programme of inspections for 2013, only in 65 

or in 2.5%  audits have been carried out.   

 In the period of 01.01 2011-01.11.2013, out of penalties of 560.713.0 thousand AMD, 286,520.0 

thousand AMD has been paid to the state budget.  274,193.0 thousand AMD, or 48.9% of the  

amount due to payment has not been paid.  

  The Inspectorate has not carried out proper follow-up on the progress of implementation of 

submitted recommendations by economic operators.  

 The requirement of Article 6 of the RA Law on “Environmental Inspection” has been violated, i.e. 

identical enforcement of environmental legislation against various economic operators for similar 

cases of violations was not ensured. In some cases administrative violations have been recorded, 

while in other cases of similar character decisions on administrative violations as well as on 

compensation of environmental damage were taken.  

 The Inspectorate and the territorial and local-self governance bodies have not carried out proper 

control and supervision over the enforcement of the Armenian Legislations on land, as well as on 

waste and garbage removal. The garbage in the communities was   disposed in unauthorized 

landfills, in the farmlands neighbouring the settlements, near the roads and water reservoirs, and the 

environmental fees have not been paid.  

 The Inspectorate has not undertaken any measures with respect to 151 reports on cases of surface 

water pollution submitted in the period from 01.01.2011-01.11. 2013, by the "Environmental Effect 

of Monitoring Centre" SNCO to the Minister of Environment.  

More detailed information about the above-presented irregularities, shortcomings  are presented 

in the CoC progress report. 

 

2.10. Social Sector 

Due to the measures implemented by the RA Government based on CoC audit outcomes, substantial 

progress has been reported in recent years in the social security sector, especially with respect to 

pension provision process.  



29 

 

For ensuring the  sustainability of reforms implemented in the sector, as well as for identification and 

prevention of potential risks, Control Chamber, in the reporting year has addressed the issue of  

payment of temporary benefits, Namely; 

Pregnancy and Maternity (Childbirth) benefit:  

According to the RA Labour Code, Article 172 pregnancy and maternity leave  is set for:  

  1) 140 calendar days (70 calendar days of pregnancy, 70 calendar days of delivery);  

  2) 155 calendar days (70 calendar days of pregnancy, 85 calendar days of delivery) in 

 the event of complicated delivery;  

 3) 180 calendar days (70 calendar days of pregnancy, 110 calendar days of delivery) in the event of  gi

ving birth to more than one child.  

The pregnancy and maternity benefit is paid in accordance with the order established by the RA 

Government Decree N 1024-N, dated 14.07.2011.   

In 2011 43,340  births have been registered in the Republic of Armenia, the number of beneficiaries  

making up 12.587 people, and  3,927,940.0 thousand AMD has been paid as a benefit.  

In 2012 42,480  births have been registered in Armenia, the number of beneficiaries  making up 

12.445, and  3,646,735.8 thousand AMD has been paid as a benefit.  

In 2013, 41,770 thousand births have been registered in Armenia, the number of beneficiaries making 

up 13370 and  5,038,531.0 AMD has been paid as a benefit 

 Thus the number of children born in 2013 in comparison with the year of 2012 has reduced by 710, 

whereas extra 1,391,795.2 thousand AMD has been paid as a benefit. This is partly determined by the 

amendments made to the RA “Income Tax” Law.  

It is necessary to mention that  the payments made through  the pregnancy and childbirth project of the 

RA State Budget 2013 have exceeded the envisaged amount by 1,927,335.9  AMD.  

                                                                                                                                                                             
Thousand AMD  

 

It was revealed that pregnancy and maternity benefits had been assigned to pregnant women employed 

on a contractual basis only 1-2 months before provision of benefits. There was an apparent rise in 

Benefit 

Type  

Amount appropriated by the RA 

State Budget  

Amount paid  Amount paid 

to exceed the 

State budget 

2013 

allocation  

 

2011 

 

2012 

 

2013 

 

2011 

 

2012 

 

2013 

Pregnancy 

and 

maternity 

leave 

2,247,228.7 3,096,470.1 3,111,195.1 3,927,940.0 3,646,735.8 5,038,531.0 1,927,335.9 

Temporary 

disability 

benefit  

2,562,863.5 2,599,434.4 2,803,644.0 2,549,342.9 2,913,040.9 3,612,937.4 809,293.4 

TOTAL   

4,810,092.2 

 

5,695,904.5 

 

5,914,839.1 

 

6,477,282.9 

 

6,559,776.7 

 

8,651,468.4 

 

2,736,629.3 
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wages, and particularly bonuses paid to the beneficiaries in the period preceding the pregnancy and 

maternity leave. Namely: 

  In November 2013, 30.mln.400 thousand AMD was  paid as a pregnancy and maternity benefit to 

the head of Customer Care Department  of “Gh-Telecom”.  Bonuses of 18 mln. AMD have been paid 

to her during the 12 months preceding the maternity leave.  

 In September 2013 , 18 mln 100  thousand AMD has been paid as a pregnancy and maternity 

benefit to the head of  Foreign Affair Division of  “Geopromininga”. 

 In, March 2013, in the period preceding the maternity leave bonuses of 9.8 mln. AMD were paid to 

her, and in August 2013, one month before the maternity leave 15.8 mln. AMD was paid as a bonus.  

 In September 2013, 16 mln. 450 thousand AMD was assigned to the medical advisor at “Natali 

Pharm” as a pregnancy and  maternity benefit.  

 In March 2013, 9 mln. 918 thousand AMD has been assigned as a pregnancy and maternity benefit 

to  the deputy Director of “Yerevan Brandy Company”  

The salary and bonuses paid to her in October of 2012 rose drastically reaching the amount of 5 mln. 

216 thousand AMD.  

 Moreover, after getting the  pregnancy and maternity benefit, the latter, while at maternity  leave 

received wages and bonuses at the amount of 2 mln.400 thousand AMD, 1 mln. 380 thousand AMD, 

and 1 mln 500 thousand AMD for April, May and June respectively.  

 

Temporary Disability Benefit  

 The temporary disability benefit is paid in accordance with the order established by the RA 

Government Decree N1024-N dated 14. 07.2011. The employer calculates and pays the temporary 

disability benefit to the wage-earner based on the temporary disability form provided by the health 

care facility, furthermore, the disability benefit for the first three working days is paid by the employer, 

and starting from the fifth working day it is provided at the expense of state budget resources.  

The appropriations of the RA Stat budget for “Temporary disability benefit” programme in 2011, 2012 

and 2013 have made up 2,562,863.5 thousand AMD, 2,599,434.4  thousand AMD,  and 2,803,644 

thousand  AMD respectively.  

The actual expenses of “Temporary Disability Benefit” project have made up 2,549,342.9 thousand 

AMD. 2,913,040.9 thousand AMD and 3.612,937.4 thousand AMD  for 2011, 2012 and 2013  

respectively . Thus, in 2013 the state budget allocation exceeded by 699,896.5 thousand AMD the 

allocations made in 2012, and in 2013 the payments exceeded by 809,293.4 thousand AMD the 

amount envisaged.  

The snapshot of the amount provided and actually paid in the frame of the Temporary Disability 

Benefit programme is as follows: 

 

Thousand AMD  

Type  of 

the Benefit 

Funds appropriated by the  

RA State Budget  
Amount Paid  

The amount paid to  

exceed the allocations 

of State Budget  2011 2012 2013. 2011 2012 2013 

Pregnancy 

and 

Maternity 

Benefit 

2,247.2 3,096,470.1 3,111,195.1 3,927,940.0 3,646,735.8 5,038,531.0 1,927,335.9 
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In 

2011

-

2013

, increase in temporary unemployment benefit payments has been recorded in a number of companies.  

In 2011, “Agarak Copper Molybdenum Combine Closed Joint-Stock Company has submitted 257 

temporary unemployment forms per 951 employees (27.0%), benefits of total amount of 17.0 mln. 

AMD  were paid,  and in 2013, 1001 temporary unemployment forms  per 1015 employees (98.6%)  

were submitted  with 88.5mln AMD  paid as a benefit,  or extra 71.4 mln. AMD was paid as compared 

with the year of 2011.  

In 2011, “Dundee Precious Metals Kapan” CJSC submitted 556 temporary disability forms per 1225 

employees (45.4 %) and benefits of 24.7 mln. AMD were paid, in 2013, 996 temporary disability 

forms per 1237 employees were submitted (80.5%) and 57.5 mln. AMD was paid as a benefit, or extra 

32.8 mln. AMD was paid as compared with the year of 2011. 

In 2011, “Zangezur Copper Molybdenum Combine”  CJSC submitted 1337 temporary disability forms 

per 3206 employees  (41.7%) and  103.5  mln. AMD was paid as a benefit, and in 2013,   2307 

temporary disability forms per 3279 employees (70.4%),  were  submitted with 341.9 mln. AMD was 

paid as a benefit, or extra payment of 238.3 mln. was made as compared with the year of 2011.   

In 2011, the  “Geopromining Gold” CJSC submitted 377 temporary disability forms (44.6%) per 846 

employees, 24.4 mln. AMD was  paid as a benefit, and in 2013,  670  temporary disability forms per 

1048 employees were submitted  (63.9%) with 67.4 mln. AMD paid as a benefit, or extra 42.9 mln 

AMD was paid as compared with the year of 2011.  

 

In 2011 the Central Bank of Armenia submitted 150 temporary disability forms per 791 employees 

(19%), benefits at the amount of 9.6 mln AMD were paid, and in 2013, 428 temporary disability forms 

per 909 employees were submitted (47.1%) and benefits at the amount of 38.6 mln. AMD were paid, 

or excess in payments made up 29.0 mln. AMD in comparison with 2011.  

The snapshot of temporary disability benefits estimated and paid in 2011-2013 are as follows:  

 

                                                                  Thousand AMD                                                                   

 
Name of the Company  Year  

Number of 

Employees 

Number of 

temporary 

disability 

forms 

%
 

Amount paid  

Excess amount 

paid in 2013 as 

compared with 

2011 

1 

AGARAK COPPER 

MOLYBDENUM 

COMBINE 

2011 951 257 27.0 17,053.0   

2012 1000 491 49.1 45,286.3   

2013 1015 1001 98.6 88,525.8 71,472.8  

2 Teghut 

2011 668 262 39.2 10,061.7   

2012 973 407 41.8 17,781.6   

2013 1216 997 82.0 45,450.0 35,388.2  

3 

RA Ministry of Finance 

Administration State 

Governance Institution 

2011 634 263 41.5 12,520.2   

2012 640 334 52.2 21,568.9   

2013 674 553 82.0 20,346.7 7,826.4  

4 
International Masis 

Tabak  

2011 686 166 24.2 4,047.5   

2012 770 283 36.8 8,756.0   

Temporary 

disability 

benefit  

2,562.8 2,599,434.4 2,803,644.0 2,549,342.9 2,913,040.9 3,612,937.4 809,293.4 

TOTAL 4,810.0 5,695,904.5 5,914,839.1 6,477,282.9 6,559,776.7 8,651,468.4 2,736,629.3 
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Name of the Company  Year  

Number of 

Employees 

Number of 

temporary 

disability 

forms 

%
 

Amount paid  

Excess amount 

paid in 2013 as 

compared with 

2011 

2013 998 738 73.9 14,900.9 10,853.4  

5 
“Zangezur Copper 

Molybdenum Combine 

2011 3206 1337 41.7 103,526.3   

2012 3252 2341 72.0 296,019.3   

2013 3279 2307 70.4 341,916.2 238,389.8  

6 Geopromining Gold 

2011 846 377 44.6 24,499.5   

2012 966 496 51.3 37,423.8   

2013 1048 670 63.9 67,488.4 42,988.8  

7 
ARMATS CJSC   

 

2011 459 63 13.7 5,314.0   

2012 473 146 30.9 19,233.1   

2013 461 274 59.4 24,272.0 18,958.0  

8 Grandmaster LLC 

2011 105 39 37.1 1,209.8   

2012 138 64 46.4 1,156.6   

2013 171 147 86.0 4,349.8 3,140.0  

9 
Dundee Precious 

Metals Kapan 

2011 1225 556 45.4 24,707.6   

2012 1218 889 73.0 56,056.9   

2013 1237 996 80.5 57,512.6 32,805.0  

10 “AMERICA” Bank 

2011 347 24 6.9 3,167.1   

2012 445 77 17.3 4,384.6   

2013 516 365 70.7 19,945.7 16,778.5  

11 
ARMBUSINESSBAN

K 

2011 501 105 21.0 4,685.9   

2012 571 124 21.7 10,809.2   

2013 632 329 52.1 22,940.2 18,254.2  

12 RA Central Bank 

2011 791 150 19.0 9,679.4   

2012 805 235 29.2 26,213.1   

2013 909 428 47.1 38,687.5 29,008.0  

13 Armincasacia 

2011 211 29 13.7 2,382.3   

2012 211 61 28.9 5,571.8   

2013 219 83 37.9 10,332.6 7,950.3  

14 Gh-Teleccom 

2011 1911 369 19.3 36,241.0   

2012 1887 501 26.6 67,293.7   

2013 1917 726 37.9 65,544.1 29,303.1  

15 HSBC Bank Armenia 

2011 366 41 11.2 2,948.3   

2012 402 66 16.4 9,751.2   

2013 431 151 35.0 22,097.5 19,149.1  

16 
ACBA-CREDIT 

AGRICOLE BANK  

2011 923 144 15.6 8,347.3   

2012 986 194 19.7 37,934.2   

2013 1111 359 32.3 29,926.0 21,578.7  

17 “VTB Bank” Armenia 

2011 1016 120 11.8 5,817.9   

2012 1137 192 16.9 12,172.3   

2013 1300 418 32.2 22,121.7 16,303.8  

 

The results of CoC studies evidence that in several organization the amount of temporary disability 

benefits paid in the recent years has  multiplied.   
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More detailed information about the above-stated irregularities and shortfalls is presented in 

CoC Progress Report.  

 

2.11.  Agricultural Sector 

 

In the reporting year, CoC has carried out audits in several directions. Number of irregularities and 

shortcomings have been reported. Corruption risks have been identified in the projects implemented by 

the Rural Areas Economic Development Program Implementation Unit, challenging the solution 

of problems occurring in the sector, namely:  

 

Agricultural Infrastructures  

 

The programme is aimed to boost the living standards  of poor rural communities and ensure the 

economic growth, appropriating 31.0 mln. USD to this end.    

Contracts of 4.9 bln. and 803.4 mln. AMD were  signed between the PIU and Sade JSC (France), 

Blesk CJSC (Russia) and “Europrofile” CJSC respectively with the aim of making investments in 

infrastructures of 28 communities of Gegharkunik, Syuniq, Tavush, Lori and Aragatsatotn  marzes 

(mainly natural gas supply activities). 

Spot check of natural gas supply activities  implemented in 7 communities has been carried out.  

 Even after completion of natural gas supply activities of a total value of 613.3 mln. AMD the 

communities of Khoznavar, Knatsakh, Vaghatur cannot be supplied with natural gas, since the main 

gas pipelines are corroded and have not been operated.  

 

 “Armrosgazprom” CJSC has not accepted the mentioned pipelines so far. In general, 147.6 mln AMD  

was spent on construction of  these corroded and non-functioning pipelines.  

22.2 mln. AMD has been provided by contracts signed in 2012 for rehabilitation,  blowing and testing 

of corroded pipelines constructed in the past and not accepted by  “Armrosgazprom” CJSC.  

The recommendation of CoC was to refuse to pay the mentioned amount to the Contractor.     

21.2 mln. AMD (23704 AMD per running meter) is provided by the contract for blowing of the 

pipelines of Syuniq region, Khnatsakh community. It has been revealed by the studies, that the  length 

of the pipeline (the pipeline constructed in the past included), in fact is 4300 running meters shorter. 

The  extra 4.7 mln. AMD earmarked is due to be deduced from the total contract value.  

There has been excess of 13.8 mln. AMD in the estimations of the budget for natural gas supply 

activities implemented in Gegharquniq marz, Artanish community, in the result of application of 

wrong metal pipeline blowing and testing units.  

Taking into account all the shortfalls detected, CoC recommended to reduce by 27.2 mln. AMD the 

value of contracts on supplying natural gas to the communities of Khnatsakh in Syuniq marz and 

Artanish in Gegharquniq marz.  

CoC has recommended the RA Government to file the materials on low-quality, corroded pipeline 

constructed  in the past and not accepted by the “Armrosgazprom” CJSC to the General Prosecutor's 

Office.  

Investments 

The purpose of the project is to boost the economic activeness of small and medium sized processing 

companies in rural areas through investing in stocks and providing loans.   
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The activities under this component are implemented by the “Fund for Rural Economic Development 

in Armenia”.  

 Loans and grants of  total amount of  7,863.5 thousand USD have been provided from the project 

funds, it is also envisaged to make the payment of tax liabilities and duties thorough the RA 

Government co-financing.  

Up to the moment of audits, investments (loans included) of 1.6 bln AMD were made by the Fund in 

the following nine companies.   

“Aquatechautomatica” CJSC (fishery) 

The Fund has made an investment of 200.0 mln. AMD in  “Aquatechautomatica” CJSC, acquiring 

29.55% of shares for a 7 year period, with minimum of 30.0 mln. AMD of annual dividends subject to 

payment.  “Aquatechautomatica” CJSC was to spend the funds received on the construction of a basin, 

purchase of an oxygen oxygenator, acquisition and installation of an aerator, renovation of the 

laboratory, procurement and installation of laboratory equipment as well as on increase of the number 

of female sturgeon fish.  

 

 “Pyunik Pedigree Poultyr Farm” poultry farming) 

 

The Fund has made an investment of 200.0 mln. AMD in “Pyunik Pedigree Poultry Farm” acquiring 

27.01% of shares for a 7 year period with minimum of 30.0 mln. AMD of annual dividends subject to 

payment. “Pyunik Pedigree Poultry Farm” CJSC was to spend the funds received on purchase of 

incubator equipment, coal furnace, a truck for transportation of chicken as well as in food additives.   

 “365 Group” CJSC  (Winery ) 

The Fund has made an investment of 200.0 mln AMD in “365 Group” CJSC, acquiring 33.51% of 

shares for a 7 year period, with minimum of 30.0 mln. AMD annual dividends subject to payment.  

“365 Group” CJSC was to spend the funds received on purchase of refrigerating machines, containers, 

pumps, pasteurizers, filters, labelling machine, on installation of the equipment,  transportation costs 

and purchase of office furniture, as well as on renovation activities and replenishment of circulating 

capital.  

Harprod” CJSC (Cannery) 

The fund has made an investment of 200.0 mln. AMD in “Harprod” CJSC, acquiring 28.91% of shares 

for a 7-year period, with minimum of 30.0 mln. AMD of annual dividends subject to payment.  

“Harprod” CJSC was to spend the resources acquired on purchase of labelling devices, a truck, a mini-

truck, a steam boiler, filler as well as on purchase of spare parts for the lidding/canning devices and 

replenishment of circulating capital by 100.0  mln. AMD. 

 

“ SIS Natural “  (juice production ) 

 

The fund has made an investment of 200.0 mln. AMD, acquiring 25.0004% of shares for a 7-year 

period, with minimum of 30.0 mln. AMD of annual dividends subject to payment.  200.0 mln.  AMD 

loan over 5 year period at an interest rate of 10%  was provided to the company too.  “SIS Natural” 

was to spend the funds provided on acquisition of fixed assets and replenishment of circulating capital.  
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 “Cheese Town” CJSC (cheese making) 

   

The Fund has made an investment of 115.0 mln AMD, acquiring 33.26% of shares for a 7 year period, 

with minimum of 17.5 mln.AMD of annual dividends subject to payment.  48.0 mln. AMD loan was 

provided for a 5 year period  to the company, at the annual interest rate  of 12%.  The advance 

repayment of the loan was made in 2012. “Cheese Town” CJSC was to spend the funds received on 

external renovation of buildings,  restoration of heating system and security system,  on installation of 

communication and ventilation systems, as well as on building of a refrigerator and elevator, on 

establishment of 2 milk purveyance points as well as on purchase and repairing of equipment. The 

resources provided were to be spent also on purchase of a mini-truck and acquisition of other assets, 

including replenishment of raw material and other circulating assets.   

 

“Araler TOT” CJSC  “Hovbar” LLC , (sheep farming) 

 

The Fund has made an investment of 90.0 mln. AMD in “Araler TOT” CJSC, acquiring 44.27% shares 

for a 7 year period with a minimum of 13.5 mln AMD annual dividends subject to payment. 50.0 mln 

AMD loan over 5 year period was provided to the company at an interest rate of 12%. “Araler TOT” 

CJSC  was to spend the funds received on importing sheep and construction works as well as was on 

replenishment of  circulating assets.  

“Meghri Cannery” CJSC (Cannery) 

The Fund has made an investment of 50.0 mln. AMD in “Meghri Cannery” CJSC  acquiring 27.51 of 

shares for a 7 year period with minimum of 7.5 mln. AMD of annual dividend subject to payment. 

Two loans of a total amount of 88 mln. AMD were provided to the company for a 5-year period at an 

interest rate of 12%. “Meghri Cannery” was to spend the funds received on renovation of production 

facilities, acquisition of new boilers, renovation and re-equipment of the boiler house, repairing of 

equipment and instalments, purchase of light-duty refrigerated trucks, on laying out new orchards, 

establishment of refrigeration storages as well as on replenishment of circulating assets.  

“Agrolog” CJSC (refrigeration storages) 

 

The Fund has made an investment of 20.0 mln in the “Agrolog” CJSC, acquiring 41. 86% of shares for 

a 7-year period, with minimum of 3.0 mln. AMD annual dividends subject to payment. “Agrolog” 

CJSC  should have spent the financing received on installation of refrigerating equipment, insulation 

of refrigerators and purchase of  cars and fruits.   

 

It has been revealed through the audit that: 

 The assessment of businesses of the companies, and as a result the identification of the share of 

the Fund has been carried out by the Fund for Rural Economic Development in Armenia with 

irregularity and deviations from the “Investments and Loan Provision Guidelines”.  

The companies spend the investments or loans provided by the Fund with deviations from the 

expenditure items set out in the contract, in other words, identification of expenditure targets by the 

contract is often of a formal character.  
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For example 

 

- According to the agreement on acquisition of “SIS Natural” CJSC shares, 155.08  ml. AMD was 

to be spent in 2012 on renovation and acquirement of  fixed assets. However, according to the 

documents submitted the expenses have made  up 61.9 mln. AMD (2013 included ).   

  

-  “Araler TOT” CJSC was to import 900 head of “Edilabayev” sheep. According to the 

documentation submitted by the Fund, in 2012-2013 the company has imported 366 head of  

“Edilabayev” sheep (as of 01.11.2013).  However, according to the note of the RA State Revenue 

Committee  issued on 04.12.2013, no sheep has been imported into the territory of the country.  

Another  235 head of lambs of local breed,   envisaged neither by the investment application nor  by 

the subscription contract, have been procured in the town of Ashtarak
5
.The programme was developed 

on the basis of the idea that only “Edilabayev” poultry sheep were to be imported, and based on their 

characteristics (meat, fertility of sheep, weight) the projections on future sales, profits and thus on 

dividend payment and loan servicing were made.  

 As it was recorded in the course of the previous audit (in 2011), this time again the minimum 

operational and financial indicators defined by Stock Procurement Agreements are not guaranteed by 

the Fund and the companies.  

For example 

“Cheese Town” CJSC  

  It was stipulated by the Contract that the net sales in 2012 should have reached the amount of 

835.000.0 thousand AMD the minimum, however it actually made up 66.800.0 thousand AMD, net 

profit was to make up 60,980. thousand AMD, however the company has suffered loss of 17,900.0 

thousand AMD, instead of gaining profit.  

“Harprod” CJSC 

Net sales of minimum 693,000.0 thousand AMD, were guaranteed by the Contract for the year of 

2012, however it actually made up 376,000.0 thousand AMD, the net profit should have made up no 

less than 115. 000.0 thousand AMD, however the company suffered loss of  93,400.0 thousand AMD 

instead of gaining income.   

 

 The companies where investments are made/loans are provided, mostly suffer financial 

difficulties,  in the result of which the latter apply to the Fund asking  for a deferral in  payment of 

minimum dividends  and repayment of principal amount, however, even after the deferral, 

payments are not made in full amount.  Thus, as of 01.11.2013, instead of 327.7 mln AMD 

expected in the result of total 1.6 bln. AMD loans and investments made by the Fund, 170.9mln 

was paid to the relevant account of the Fund.    

In some cases, the justifications (information) provided by the companies for deferring the 

payment of dividends do not comply with the information of the RA State Revenue 

Committee.   

 

  

                                                           
5
 Another contract signed on November 2, 2013 has been presented by the Fund, according to  which total of 680 head of 

sheep of  South Caucasian strain was procured from  individuals.  
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            For example, 

-  “Harprod” CJSC has applied to the Fund asking for a delay in the payment of dividends, 

justifying by the problems related to collection of payments caused by exporting in 2012 the 

production to the Russian Federation. However, according the note of the RA State Revenue 

Committee, in 2011-2012  “Harprod” CJSC has not exported its production. 

  A procedure is stipulated by the subscription agreement for cases of impossibility of payment of 

minimum dividends by the companies according to which, the mentioned liability is to be 

fulfilled by the shareholder (the fulfilment of the commitment is guaranteed by the 

stakeholders’ property). However, the Fund defers the payment of dividends until 2017, instead 

of applying the mentioned procedure. 

  As of 01.11.2013 the Fund estimated penalties on dividend payment schedule delays to make up 

4.6 mln AMD per all companies,  out of which  1.4 mln. AMD was levied.  

 According to the Contracts signed with the companies, the pricing limit per item as well as the 

standards for simple commercial transactions were to be set out by the Board of Directors (where 

the presence of the representative of the Fund is mandatory). However, these limits and 

standards failed to be approved, in the result of which the awareness of the Fund on certain 

transactions and relevant control was  not ensured.  As a result, the companies may sign 

risky and economically inefficient contracts and face severe financial troubles. For 

example,  the “Aquatechautomatika”  CJSC had signed a contract on supply of 

commodities with a company which had financial problems.  

 According to the Charter, the Fund has the right to provide loans exclusively to its subsidiary 

(daughter) or affiliated companies. However the Fund not being a shareholder of “SIS Natural” 

and “Hovbar” CJS, has provided loans to the mentioned companies.   

 The financial reporting and accounting consultancy is not provided within the timeframe defined 

by the contract, the deadlines being regularly extended.  The annual audit activities are not being 

accomplished within the fixed timeframes too, since the deadlines and extensions of the 

accounting contracts are not being taken into account when signing the latter. As a result, the 

Auditing companies fail to sum up in time the results of audit, because of software problems 

existing in the audited institutions or lack of required documents.  

 

 “Subloans” 

 

The objective of the programme is to provide subloans to programmes that are aimed at development 

of small and medium sized rural businesses, to promotion of public and private investments in rural 

areas. The activities are implemented by the Rural Finance Facility (RFF) PIU through banks and 

Universal Crediting Organization  

  

1. RFF attracts funds at annual interest rate of 0.75% 

2. RFF in its turn provides finances to the commercial banks and UCOs in USD at 4% and in 

AMD at 9.5% respectively.  

3. The commercial banks in their turn provide subloans to farmers and companies at 10-14% in 

USD, and 15-20% in AMD.  

4. The UCOs provide the loans in USD and in AMD to the farmers and companies at 14-24% and 

12-16% respectively.  
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In the period of 01.01.2012 -31.10.2013, 2270 applications with a total amount 10.28 mln. and 1.5 bln. 

AMD have been financed by RFF through commercial banks and crediting organizations. The 

subloans provided by UCOs in the given period, make up 92 percent of the total amount of loans 

provided. It is necessary to mention that the amount of loans provided by UCOs in the period of the 

previous audit (01.04.2008-31.12.2011)  had made up 14.9 percent.  

11 projects out of the subloans provided have been audited by Control Chamber.  In 9 projects out 

of the mentioned 11, cases of misapplication of  subloans  as well as cases of not supporting the 

expenses by relevant documentation have been recorded. Similar cases were reported during the 

previous audit (2011) too.  

 For example, in April 2012, 31 thousand AMD loan has been provided to “Ashtarak Wine and 

Brandy Factory” CJSC. The Company was to spend the mentioned loan on procurement of new 

German production line,  equipment for  vinegar production that was to be imported from abroad, the 

production was to be re-equipped with modern installations, and as a result, production of a new 

product, vinegar was to be launched. The site visit revealed, that the mentioned installations were not 

available in the area designated by the Company for the abovementioned production. The mentioned 

area had not been serving as a wine and brandy factory for quite a long period. Moreover, according to 

the official information allocated on the web-page of the State Revenue Commission, the “Ashtarak 

wine and Brandy” CJSC has terminated its operation since January 1, 2012.  

 

 On November 29, 2012  49.000 USD loan was provided to a private entrepreneur Nahapetyan 

Ashot.  Out of the mentioned sum, 30 thousand USD was to be spent on procurement of cattle, 7 

thousand USD – on purchase of fodder and 12 thousand AMD –on construction of a barn. It was 

revealed through the site visit, that the private entrepreneur Nahapetyan Ashot did not have documents 

supporting the expenses on works and commodities procured.   

 On October 16, 2012, 150.0 thousand USD loan was provided to a private entrepreneur Naira 

Hovsepyan for procurement of sows and fodder. It was revealed through the site visit, that the private 

entrepreneur did not have any documents justifying the expenses on procurement of mentioned works 

and commodities.  

 On November 7, 2012, 18.0 thousand USD loan was provided to “Avtandil Harutyunyan” CJSC 

for construction of a car wash and a bakery. It was revealed by the site visit, that there was only an 

unfinished construction, serving neither as a bakery nor as a car wash. “Avtandil Harutyunyan” CJSC 

also did not have any documents supporting the costs on activities implemented and commodities 

procured.  

 The Control Chamber recommended the Government to undertake relevant steps aimed at 

provision of subloans to the farmers and companies directly through RFF or to implement measures 

aimed at reduction of interest rates on subloans provided by banks or UCOs.  

 

  Support in fruit and nuts production  

 

The aim of the project is to expand the property and increase the income of poor and smallholder 

farmers through engaging them in the production of Armenian fruits and nuts.  

The benefits of the project are basically obvious, and if efficiently implemented, both the “Armenian 

Fruits” CJSC and the agricultural/rural economies engaged in the project will gain income, thus 

promoting poverty reduction and export of Armenia fruits and nuts.  
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The project was launched in 2011, and it was implemented by the “Armenian Fruit” OJSC. The budget 

of the project is 13.5 mln. USD. It was planned to lay out apricot, peach and nuts orchards of 700 

hectares in cooperation with 400-500 small-scale, poor rural economies. 

 It has been revealed by the audit, that the pace of implementation of the component is very slow. The 

areas of gardens to be set up in the given year are regularly reduced. However, even in this case, the 

areas of orchards to be set up are far from reaching the indicators defined.  

In June 2011, the project Steering Committee took a decision to set up 306 hectares of orchards, 

instead of 700 hectares planned initially, the project budget under the given circumstances, remaining 

unchanged.  

Nevertheless, the mentioned indicators have been changed (reduced) by the budget for 2013 approved 

on 28.11.2012 by the Board of Directors of the OJSC.   

a/ The area of 148 hectares envisaged for 2013 was reduced and 43,6 hectares is provided  

b/ The area of 158 hectares envisaged for 2014 was reduced and an area of 45-50 hectares is provided.  

 c/the fate of orchards covering an area of 212 hectares is yet undecided. d) production of apricots is 

removed from the programme, though the income derived from the production of apricots used to play 

an essential part in the forecasts.  

However  it was revealed through the  audits, that instead of 43.6 hectares envisaged for 2013,  

orchards in Tavush region, community of Arjis were laid out only in the area of 42.8 hectares  without 

the irrigation system and antihail  protection network  envisaged by the project installed.  These were 

the mandatory prerequisites defined both, by the annual budget and the business plan.  

For example, according to the business plan for 2012, 10.0mln. AMD was to be spent on setting up a 

peach orchard of 1 hectare. According to the CoC studies of the peach/nectarine orchard laid out in the 

community of Arjis, the expenses on setting up the peach/nectarine orchard had made up 13.3 mln. 

AMD per 1 hectare, and if the finances envisaged for establishment of an anti-hail network, being a  

mandatory prerequisite for the mentioned orchards, was added (9.6 mln. per 1 hectare), then the 

expenditure per 1 hectare would make up 22.9 mln AMD.   

10000 shoots of walnut trees of a total value of 16.5 mln AMD were procured from an Italian 

company. These shoots were to be engrafted into the trunks of 10000 walnut trees of a total value of 

4.8 mln. AMD purchased from “Asagatsotni Agricultural Support Marz (Regional) Center” CJSC 

It was revealed by the audit that: 

1. The 100000 walnut tree shoots acquired from Italy were completely damaged because of the 

engrafting carried out by an Italian expert.  

2. Out of the mentioned 10000 shoots 3640 (with a total value of 1.7 mln. AMD ) purchased from 

Aragatsotn Marz  “Agriculture Support Center  CJSC were  also damaged in the result of the 

mentioned engrafting. The future use of remaining 6360 shoots is still questionable.  Furthermore, 

additional 2.1 mln AMD was spent for preservation and care of remaining 6360    shoots.   

3. 6.4 mln. was paid to the  Italian expert for development of the above-mentioned engrafting method 

and scenario.  

As a result, the 24.6 mln. AMD spent on unsuccessful engrafting is considered to be inefficient.  

Out of the total 1,146.3 thousand USD spent by the  “Armenian Fruit” OJSC,  785.6 thousand USD 

(68.5%)  are the maintenance  and office costs which,  as of 01.11.2013, can be pictured as follows:    
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 thousand.  USD 

 
2012 2013 2012 and 2013 

“Armenian Fruit”OJSC Maintenance Costs  
 

Labour costs 72.0 125.1 197.2 

Vehicle maintenance, fuel 8.3 15.6 23.9 

Other operating costs 26.8 74.1 101.0 

TOTAL 107.2 214.9 322.2 

 
2012 2013 2012 and 2013 

“Armenian Fruit” OJSC office costs and spending on nurseries  
 

Consultancy Services  101.2 208.0 309.2 

Procurement of means of transportation
6
. 78.2 37.3 115.6 

Procurement of computer equipment  13.6 

 

13.6 

Accounting software 
 

9.7 9.7 

Other  4.5 10.4 15.0 

TOTAL  197.7 265.6 463.3 

 Total maintenance, office and costs and expenses 

made on nurseries 
305.0 480.5 785.6 

 

 

 “Armenia Fruit” OJSC has signed a contract of 462.7 thousand USD on setting up apricot, 

peach and walnut orchards in Armenia with an African company “McPherson Consulting 

Group” registered in Zimbabwe.  At the moment of inspection, 292.5 thousand USD was already 

paid to the African company. It will be possible to reveal through Cross checks which services 

the payments were made for.  

CoC considers the projects implemented by the Rural Area Economic Development PIU to 

contain risks. In 2014 and in the upcoming years, the mentioned projects will be in the focus of 

CoC audits.  

 

“Community Agricultural Resource Management and Competitiveness” credit project”  

 

The construction of local irrigation network in six marzes (Aragatsotn, Gegharkunik, Lori, Shirak, 

Syuniq and Tavush) and 54 mountainous and bordering communities with livestock breeding 

orientation was realized by the Agricultural Project Implementation Unit.   

In 2011-2013, 1,941,590.1 thousand AMD was spent on construction works. Audit was  implemented 

in 31 communities of five marzes. In the construction works of a total value of 1,148,352.5 thousand 

AMD, irregularities of 15,407.3 thousand AMD were detected, the major part of which was recovered 

in the course of the audit.  

 As of November 1 2011, 2012 and 2013, 1397,076.0 thousand AMD was spent by the PIU on 

procurement of commodities.  

13 units of agricultural machinery were provided to the Agriculture Support Republican Centre and 

Marz Agriculture Support Centre, 304 units of machinery were provided to the “Pasture User 

Association” consumer cooperatives of 48 communities, which  includes 64 wheel tractors  provided 

to 45 cooperatives, 48 pressing machines- to 44 communities and 192 units of other agricultural 

machinery.  

                                                           
6
  2 cars for the office-78,252 USD, 3 cares for agronomists- 37, 386 USD 
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The study of market prices for farm machinery procured by the PIU in 2011-2012 has revealed that the 

machinery was acquired at prices corresponding to the market prices, and sometimes even at lower 

prices.  

 

2.12. URBAN DEVELEOPMENT  

 

From 2008 on, audit on legitimacy and efficiency of construction activities realized at the expense the 

state budget means are carried out by the CoC  

 The CoC recorded:  

- payments made for outstanding/unfulfilled works  

- low-quality works  

- artificial price increase 

- various irregularities in design and construction works 

- inadequate technical control and construction/design supervision carried out with the  breach of 

regulations.  

In the result of the audit, number of entities committing violations, made substantial paybacks to the 

state budget; in addition, the works of  poor quality were rectified by latter.   

In the reporting year, the CoC has proceeded with its audit activities reporting about number of 

problems and shortcomings. Namely:  

 

School building project  

 

From 2006 on the RA Ministry of Urban Development has launched activities on construction, 

renovation and reconstruction of educational entities funded through the state budget, which are still in 

progress.  

The total value of contracts signed for construction of 74 entities is 33,031,584.0 thousand AMD.  

17,032,943,546.0 thousand AMD was spent in the period of 2006-2012; however, the construction of 

none of the mentioned objects is accomplished.  

5,735,863.6 thousand AMD was spent in 2013 

According to the contracts, additional 11,469,534.0 thousand AMD will be required for finalization of 

construction of the mentioned 74 objects. 

In addition to the above-mentioned amount, substantial financial resources may be spent on 

improvement of technical state/operating conditions of the redesigned 26 objects.   

Earlier, when launching the projects, the Government did not realize a thorough study of issues related 

to the increase of aseismic stability and reinforcement of buildings under reconstruction.  

In 2012-2013, after the establishment of the PIU (state institution) within the structure of the RA 

Ministry of Urban Development, study of technical state of 74 objects was carried out with the support 

of the above-mentioned institution, based on expert conclusions received from the  

“Armseismconstruction and PC” Scientific Research Institute OJSC.  

 According to the above-stated, the objects have been classified as follows.  

1. 5,858,155.0 thousand AMD has been spent in 26 objects in the period of 2006-2013. 

Additional 4,751,782.0 thousand are to be spent to finalize the construction of the mentioned 

26 schools. However, the RA Ministry of Urban Development has taken a decision to spend 

only 1 bln. AMD and suspend the construction works for 5-6 years using the schools in the 

given condition.  
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2. 3,550,566.0 thousand AMD has been spent in 11 objects  in the period of 2006 -2013. 

Additional 1,370,993.0  thousand has been envisaged and provided in 2013 for finalization of 

construction activities.   

3. 3,544,947.0 thousand AMD has been spent in 18 objects in the period of 2006-2013.  It was 

necessary to spend additional, 4,695,237.0 thousand AMD for finalization of construction of 

the mentioned objects. However, in 2013, the Ministry spent 189,000.0 thousand AMD on the 

design works aimed at increasing the seismic resistance of mentioned 18 schools and 692,000.0 

thousand AMD  was spent on construction works.  

According to the contracts signed, additional 3,800,000.0 thousand AMD is to be spent for 

finalization of construction of the mentioned objects; considerable additional expenses related 

to reinforcement of the constructions are required too.  Parallel to the redesign, reconstruction 

works are planned. 

4. 1,635,759.0  thousand AMD  was spent in 8 objects   in the period of 2006-2013. It was 

necessary to spend additional 1,364,361.0 thousand AMD for finalization of construction of the 

mentioned entities. However, the Ministry has decided not to allocate funds for construction of 

the mentioned 8 schools in 2013, but to envisage only design works of a total amount of 

123,557.0 thousand AMD with the aim of increasing the level of their aseismic stability.  

5. 2,195,854.0 thousand AMD has been spent in 11 entities in the period of 2006-2013. It would 

be necessary to spend additional 4,250,309.0 thousand AMD for finalization of construction of 

the mentioned 11 entities. However, the Ministry has decided to spend in 2013only 895,230.0 

thousand AMD.  

It is necessary to mention that construction of the mentioned objects will not be finalized and 

additional 3,360,000.0 is required for accomplishment of the activities.  

6. According to the RA Government Decision N721-N adopted in 2013, additional construction 

and reconstruction works, including the update of design, were carried out in 10 new objects, at 

the expense of funds saved and redistributed.  

The above presented analysis shows that the school building programme of the RA Government has 

not been  accomplished over the years. Moreover, no deadlines are set for accomplishment of 

activities stipulated by the contract. The method of school building project implementation raises 

doubts about the efficiency of state budget expenses.  

 

The description of construction of 10 entities  is presented in the table below;  

mln. AMD 

 

Name of the 

entity  

Contract 

signed  

The value of construction contracts signed presented   by years 

(technical  control and  field supervision excluded)  Surplus 

2006 2007 2008 2009 2010 2011 2012 2013 TOTAL 

RA National 

Academy of 

Sciences 

Nazaryan 

Institute in 

Gyumri 

814.4 197.8 88.7 24.6 51.3 20.2 29.4 29.4 78.6 520.4 293.9 

School N 5, 

town of Gavar 
574.3 29.9  59.0 39.2 24.5 33.3 19.6 63.8 269.7 304.5 

School N 189 553.2 19.9 108.9 79.8 37.8 25.0 49.0 19.6 51.6 392.0 161.1 

M.Gorgesyan 507.3  48.7 59.8 40.0 24.5 44.2 19.6 49.5 286.4 220.9 
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School 158 

Reconstruction 

of School N 192  
474.1  62.2 64.8 20.9 20.4 49.1 19.6 16.4 253.7 220.4 

Reconstruction 

of School N 93  
736.2  167.4 68.9 39.3 24.5 48.4 19.6 127.7 496.0 240.1 

 Reconstruction 

of the School in 

the village of 

Astghadzor 

491.9  39.2 38.6 30.9 24.5 33.3 19.6  186.5 305.4 

Art school, 

village of 

Yeghvard 

488.2  67.1 24.4 28.8 20.4 39.2 19.6 49.1 248.9 239.2 

Secondary 

school N 100 
506.0   26.7 27.3 25.9 49.0 19.6  148.7 357.2 

N 69  School 

(second stage) 
589.0   79.8 

103.

4 
25.1 49.1 

19,646.

0 
24.4 301.6 287.3 

Total  5,735.0 247.6 582.6 526.9 419.4 235.5 424.6 206.3 461.3 3,104.5 2,630.5 

 

In the reporting year, the Control Chamber has carried out spot checks in 11 educational institutions, 

the total contract value making up 878,400 thousand AMD.  In the scope of the mentioned audits, 

works of a total value of 407,900.0  thousand AMD have undergone inspection measurement.  

Low quality works of 4,982 thousand AMD have been reported, upward distortion of volume has not 

been revealed. It is necessary to mention that upward distortion of volume has not been detected in the 

construction works audited in the regional (marz) administrations and Armenian Social Investment 

Fund (ASIF), whereas the mentioned indicator in the previous year has always been high. This is 

obviously a positive change.  

Below is presented the comparative table of construction works audit implemented in 2008-2013.  
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Thousand AMD 

Year  Institution /Agency  
Volume of 

spot checks  

Upward 

distortion of 

volume 

 

% 

 

2008 

RA Ministry of  Urban Development  930,000.0 170,000.0 18.3 

Regional Administrations 739,000.0 42,700.0 5.8 

 

 

2009 

RA Ministry of Urban Development  447,000.0 14,300.0 3.2 

Armenian Social Investment Fund  519,100.0 19,600.0 3.8 

Regional Administration of the 

Republic of Armenia  

2,193,900.0 108,100.0 4.9 

2010 Regional Administration of the 

Republic of Armenia 

1,560,000.0 107,500.0 6.9 

 

2011 

RA Ministry of Urban Development 707,900.0 7,000.0 0.9 

Armenian  Social Investment Fund 510,200.0 9,700.0 1.9 

Regional Administrations of the 

Republic of Armenia 

939,800.0 18,000.0 1.9 

 

2013 

RA Ministry of  Urban Development  408,000.0 0.0 0.0 

Armenian  Social Investment Fund 230,300.0 0.0 0.0 

Regional Administrations of the 

Republic of Armenia 

187,200.0 400.0 0.0 

 

The CoC analysis shows that there are still significant corruption risks especially reverberated 

and concentrated at planning and design estimation stages as well as in inadequate  and 

unsustainable systems of construction supervision.  

 

Interest rates applied in the design and estimate documentation for direct expenses.  

 

The results of inspections testify to the fact that the core risks and problems in the sector are still seen 

in excess interest rates applied in estimates for direct expenses.  

The CoC had recommended the Government of the Republic of Armenia to review the interest rates 

used in design estimates.   

The RA Ministry of Urban Development and Yerevan State University of Architecture and 

Construction carried out a joint review of mentioned interest rates as commissioned by the RA Prime 

Minister. However, the further inspections of CoC showed that the review was biased and was not 

reflecting the reality.  

Further on, in 2013 the CoC experts developed draft procedure of calculation of construction costs and 

submitted it to the RA Government.  According to the proposal, the overheads and the profit in the 

construction works shall be calculated from the salary only, and not from the material costs. If 

according to the procedures currently in effect the average interest rate applied for direct expense is 

making up 83% at the average, then by the CoC version it shall make up 64% at the average.  

At the same time, it is necessary to mention that CoC studies have proved that the revision of interest 

rates shall not have negative impact on the quality of construction works.  
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Every year the country can save around 19% from the total volume of construction works,  with no 

negative  impact on  the quality.  

 

 

RA interest rates applied in the estimates for direct expenses  

Approved by the 

RA Government 

Decree   879-N 

date 23.06.2011  

 

1 Coefficient considering the amount of other materials 5% 

2 packaging and storage costs 2% 

3 transportation costs 5.72-13.2% 

4 Overheads 13.3% 

5  Profit  11% 

6 Temporary buildings and constructions 1-8% 

7 Climate impact  0.3-3.2% 

8 
Removal of building waste after the construction works  

 
0.15% 

9 
 Additional costs on small-scale construction and installation works  

 
1-2% 

10  Unforeseen expenses 2-12% 

11 VAT  20% 

12 Incremental costs /applied for ASIF only / ãÏ³ 

 
Summary of interest rates used in estimations 75.2%-116.5% 

 

 

Taking into account the fact that in 2013 state and community budget means, grants and loans of a 

total amount of 200.0 bln. AMD have been spent in the field of construction, the savings in this field 

could have made up 38.0 bln. AMD  .  

According to the RA Government Decision, the interest rates applied for direct expenses, may range 

from 75%-116% depending on the building site and its geographic location.  

The studies however, show that different interest rates are applied in estimations commissioned by 

various state bodies and institutions.  Namely, if in case of the RA Ministry of Urban Development the 

interest rate ranges from 69 to 77%, in case of regional administrations it makes up 67-80%, in case of 

the RA Ministry of Labour and Social Affairs -74-81%, in some PIUs it reaches 103%,  while in case 

of ASIF it makes up 47% only. Noteworthy is the fact, that the onsite inspections carried out for 

comparative purposes, verify that the quality of similar construction works implemented by ASIF is in 

no way inferior to the quality of works implemented by other institutions.  

So it turns out that the state pays higher price for the same type of works in one case and pays less in 

other cases.  
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Thus, according to the CoC, the interest rates applied for direct expenses in the budget estimates shall 

be reduced by 19%.  The mentioned recommendation has been officially submitted to the RA 

Government.  

Instead, the prices for materials used in construction estimates are reduced, not reflecting the actual 

market prices and thus creating additional problems in matters of price determination.  

 Thus a new problem has occurred, instead of having one settled.  

 

Unified System of Urban Development Documents  

 

Currently, the construction activities in the  Republic of Armenia are  still implemented on the basis of 

170 urban development documents developed in Soviet times,  back in 60-80-ies of the last century. 

Presently, they do not fully comply with the RA Legislation, best international practices and the 

current requirements.  

Out of the 170 urban development normative documents now in effect only 10 national and 18 

interstate norms have been reviewed by the RA Government so far, furthermore, the mentioned 

activities have been implemented in the period of 1995-2209.  

In 2013, the RA Government has initiated the revision of another eight norms, to meet the CoC 

recommendations. Out of the 170 urban development norms now in effect only 28 have been revised 

so far, whereas according to the RA CN I-1.01-95  the “System of introduction of norms and standards 

in the construction industry” shall be revised no later than every 5 years. This requirement was not 

observed either. This means that in addition to the 134 norms not yet developed, the new norms 

already developed are subject to revision too.  

It is necessary to mention, that the revision of urban development norms is progressing rather slowly, 

and if we base on  recent dynamics  observed in the revision activities, then we can state that the 

process will be accomplished  in 20 year at best.  Apparently, the Government needs to reconsider its 

approaches in implemented of activities in the mentioned field.  

 

Technical Supervision/Inspection  

 

Imperfections in technical supervision system have been identified by the audit. Oversight is mostly of 

formal character. Moreover, it is provided by the RA Government Decision No 168-N  dated  February 

10 2011 adopted based on CoC recommendations , that a provision shall be prescribed by the contract 

signed with the person carrying out inspection of construction projects,  according to which, in case of 

identifying shortcomings  during the warranty period, the person carrying out  technical inspection 

should pay penalty for non-performance or improper fulfilment of his/her liabilities defined by the 

contract. The penalty should be paid in the amount equal to the actual expenses made by the contractor 

or the client for elimination of the detected shortcomings.  

However, the results of audits carried out in 2013 testify to the fact that the mentioned requirement of 

the relevant RA Government Decision is ignored in almost all contracts signed (except for the ones 

signed by the Urban Development Ministry).   

The detailed description of irregularities and shortcomings detected in the result of audit of 

construction works implemented by state institutions and agencies in the reporting year are 

presented in the CoC progress report.  
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2.13.  Road Construction  

North-South Road Corridor   Investment Programme 

The operational checks of programme performance showed that the contract liabilities were not 

properly performed by Safege S.A (France) and Eptisa  Inc. (Spain) providing consultancy services.  

In fact, no quality control of works was carried out. The works performed did not comply with the 

norms and quality standards defined by technical specifications, as well as by US ASSHTO and British 

BS standards.  The pace of works had slowed down and the quality had decreased. Namely:  

 The granulometric composition of the material used for construction of subbase did not correspond 

to the requirements of technical specifications.  

 The upper surface of subgrade was not drained 

 The works on laying out  crushed stone in  the fundament were  launched and carried out with 

breaches of technological order.  

 The reconstruction of Byurakan transport hub pillars with the use of mass concrete was low in 

quality, and was carried out with the breach of technical specifications.  

 The construction works were realized with breach of traffic management and safety  regulations  

 Cement of Type II was used in cement and concrete pavement instead of Cement of Type I.  

 The longitudinal and transverse stitches in the concrete surfacing are cut  off but not finished  and 

filled in with sealant or covered with plastic tapes. 

 

In the result of CoC  audit 

 

 The granulometric composition of the material used for subbase was brought into compliance with 

technical specifications. 

 As for the breach of technological order in laying out the crushed stone in the fundament, the 

project management consultant changed the technological order of laying the crushed stone. In the 

result, it is expected that the value of the contract on implementation the mentioned activities will 

reduce.  

 The upper surface of subgrade was not drained, however, humidity and condensation level required 

by technical specifications was ensured before applying the next layer.  

 The management consultant recommended the contractor to reduce the value of the contract 

determined by the use of Type-II cement instead of the Type I cement as well as to submit an official 

document proving that Type-I cement in Armenia is not produced.  

 

Projects on Reconstruction, Maintenance and Exploitation of Roads of National Importance, 

Transport Objects, Improvement of lifeline roads 

 

The irregularities recorded in the mentioned projects are basically of similar character and have many 

common features,  namely:  

 In the executive acts on construction and reconstruction activities, excess works of a total value of 

12,309.0 thousand AMD were estimated to exceed the volume of actually performed works.  

 Extra expenses on maintenance of roads (summer and routine maintenance) has made up 15,741.0 

thousand AMD.  

  Not all checks prescribed by the norms have been carried out when accepting the works 

 The bitumen used in the works did not have the certificate of origin and quality 



48 

 

 In some cases, the trademark of the bitumen and crushed stone as well as the share of the mineral 

dust in the composition of asphalt and concrete mix does not correspond to those set by CN, State 

Standards   and by the recipe.  

  The resulst of laboratory checks are not credible 

 

 Due to the changes introduced, a concrete work being a prerequisite for qualification of participants 

taking part in the bid,  was  further removed.  

 As a result of changes, work  which was considered unacceptable by the plan was performed.  

As  for financial irregularities, it is necessary  to mention that in the reporting year spot check of works 

of a total value of 3,877,448.4 thousand AMD  were carried  out in the RA Ministry of Transport and 

Communication and upward distortion of 28.051.3 thousand AMD  was detected.  

Just for reference, it should be noted that the mentioned indicator for the previous year was higher.  

                                                                                                                     Thousand 

AMD 

Year  The volume checked at random 

selection 

Upward distortion of 

volume 

 

% 

2009 972,041.4 201,090.4 20.6 

2010 1,027,061.9 87,566.0 8.5 

2012 3,280,001.0 176,852.0 5.3 

2013 3,877,448.4 28,051.3 0.7 

 

There is an obvious positive dynamics in this field too, determined by audits implemented by CoC.  

However the analysis carried out by CoC indicates that there are serious risks in the sphere of road 

construction, reflected and reverberated  particularly at the stage of preparation of design and 

estimate documentation.  

CoC sees the 19% reduction in excessive interest rates applied for direct expenses as the main way of 

settling the exsiting problem.  

More detailed information about the above mentioned irregularities, shortcoming is presented in 

the CoC Progress Report 

3. International relations of the Control Chamber 

Dynamic expansion of international contacts has contributed to enhancement of audit functions of CoC 

and creation of possibilities for introduction of best practices.  

1. In the reporting year the agenda of  international cooperation was mostly designed  on the basis of 

audit problems existing in procurement and construction, the two areas declared a priority by CoC.  

Namely  

 A Cooperation Agreement has been signed in Yerevan with the Supreme Audit  Institution of 

United Arab Emirates to promote the bilateral relations. The parties agreed to unite their efforts in 

introduction of a new programme on enhancement of public procurement sector audit.  

 Similar programme aimed at improvement of construction sector audit is going to be introduced 

with the support of German Supreme Audit Institution (including the  Hessen State Court of Auditors) 

in the frame of the Cooperation Agreement signed in Bonne.  
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2. In the result of five year cooperation between  the Netherlands Court of Auditors and  CoC 

established back in 2009, Dutch colleagues have contributed greatly to replenishment of the technical 

facilities and IT equipment as well as to exchange of experience.  

In the period of 2009-2013  with the support of the Court of Auditors 

- the technical facilites of CoC were replenished  

-  official and study visits were organized  

- Joint pilot audits on “Waste Management and Sanitation”  and “Tax Administration  

Modernization” have been implemented 

- Trainings were conducted 

3.  The main direction of cooperation with international organizations has been development of CoC 

capacities, including 

 Provision of technical  support by GIZ  for strengthening the performance audit function.  

 Financial and compliance audit processes improvement through the WB support.  

 The procedure of submitting CoC conclusions on RA Government budget execution annual report 

will undergo reformation through the SIGMA support.  

 


