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CHAMBER OF CONTROL
Summary

The Chamber of Control, Georgia’s supreme audit institution, is charged with overseeing the spending of state funds. This assessment finds that, while the Chamber has adequate financial resources to carry out its function, it faces considerable problems in terms of human resources due to the shortage of skilled auditors in the country. The capacity challenges that the Chamber faces affect its ability to conduct more complex types of audits and to contribute to the improvement of the government’s financial management. While the legal framework contains a number of important provisions designed to guarantee the independence of the Chamber, the lack of political pluralism in parliament has reduced the effectiveness of these provisions in practice and undermined the Chamber’s ability to confront high-level officials, though there have been some encouraging developments in this regard lately. The Chamber generally operates in a transparent manner and makes the relevant information available to interested parties. 

.

The table below presents the indicator scores which summarise the assessment of the supreme audit institution in terms of its capacity, its internal governance and its role within the Georgian integrity system. The remainder of this section presents the qualitative assessment for each indicator.
	Chamber of Control
Overall Pillar Score: 57/100

	Dimension
	Indicator
	Law
	Practice

	Capacity

58/100

	Resources


	50


	
	Independence


	75
	50



	Governance

70/100

	Transparency


	50


	75

	
	Accountability


	75
	75

	
	Integrity


	75
	Not enough info

	Role

42/100

	Effective Financial Audits


	25

	
	Detecting and Sanctioning Misbehaviour


	50



	
	Improving Financial Management


	50




Structure and Organisation

The Chamber of Control is Georgia’s supreme audit institution. According to the Constitution, the Chamber is to supervise the use of state funds and other material resources of the state. It is also authorised to inspect the activities of other state bodies that are responsible for financial and administrative control and to present proposals regarding the improvement of tax legislation to parliament. The Chamber is accountable to parliament, which also appoints its chairperson. As part of the ongoing reform of the Chamber, the new Law on the Chamber of Control of Georgia was adopted in December 2008. The law defines the status of the agency as the “supreme body of state financial and economic control, which conducts audits”.
The reform is primarily aimed at transforming the chamber from a Soviet-style financial inspection body into a modern supreme audit institution.
Assessment

Resources (law and practice)

Score: 50
To what extent does the audit institution have adequate resources to achieve its goals in practice?
The funding allocated to the Georgian Chamber of Control in the State Budget has grown steadily in recent years and the financial resources available to the agency are generally adequate. At the same time, the chamber still faces significant problems in terms of human resources, especially in training and recruiting staff who are capable of conducting complex audits.

The Georgian Law on the Chamber of Control (adopted on 26 December 2008) contains a number of important provisions designed to ensure that the Chamber receives proper funding. Specifically, the amount of financing allocated to the Chamber in the state budget in any given year cannot be smaller than the previous year’s funding. A reduction of the Chamber’s funding is only possible if the chamber itself consents to the change.
 The Chamber is involved in drafting its own annual budget, which is presented to parliament by the head of the Chamber.

In practice, the Chamber of Control’s allocations in the state budget have grown steadily in recent years, increasing more than sevenfold between 2003 and 2008. The total allocations for the salaries of the Chamber’s employees increased fivefold during the same period of time (a trend that also took place in many other government agencies over the same period).
 According to the Chamber of Control, parliament recently slashed its own budget in order to provide the agency with additional funds.

However, the Chamber is believed to be suffering from considerable problems in terms of the stability of human resources and professionalism of the staff. A 2009 study concluded that, while the Chamber’s employees are qualified enough to conduct “fairly rudimentary” investigations into bookkeeping within state agencies, they lack the skills that are necessary for more complex audit tasks.
 The chamber’s staff was slashed from 700 to 300 employees in 2007-2008 and a number of professionals who had been trained by the World Bank were laid off.

The Chamber’s own strategy paper for 2009-2011 describes its main challenges as an inability to accumulate and retain institutional knowledge, low motivation among the professional staff, high turnover of employees and low quality of internal infrastructure and IT systems.
 Moreover, the Chamber told TI Georgia that it needs additional organisational and financial support in order to implement “large-scale projects” aimed at enhancing the skills of its employees and introducing a modern audit methodology.
Many of the current employees have been working at the Chamber for many years now, but most of them only have the experience of conducting the most basic inspection of expenditures rather than modern types of audits. About 80 employees were released from the agency after testing was conducted in 2009 because their skills did not meet the chamber’s requirements. The agency is gradually replacing these staff with auditors who possess the necessary qualifications.

Independence (law)

Score: 75
To what extent is there formal operational independence of the audit institution?
The legal framework contains important provisions that reinforce the independence of the Chamber of Control. At the same time, the law does not provide the Chamber’s employees and officials (aside from the chairperson) with sufficient protection against arbitrary dismissal. 

The status of the Chamber of Control is anchored in the country’s Constitution, which contains general provisions about the mission and the role of the agency, the nature of its relations with parliament and the rules for the appointment of the chairperson. Importantly, the Constitution states that the Chamber of Control is to be independent in its activities and the chairperson is to be appointed for a five-year term.
 The Law on Chamber of Control reinforces the principle of the agency’s independence, expressly prohibiting any form of interference with or control of its activities, as well as political pressure.

The head of the Chamber of Control is appointed for a five-year term by a majority of parliament members upon nomination by parliament’s speaker.
 Under the Law on Chamber of Control, the chairperson and deputy chairmen are prohibited from being members of political parties, engaging in political activities, holding additional positions or conducting any paid work except for teaching and academic or creative work.
 The chairperson can only be dismissed by parliament through an impeachment procedure set out in the Constitution.
There is no restriction on re-election of the chairperson. Under the law, the chairperson enjoys immunity from criminal prosecution since parliamentary approval is required in order to arrest or charge the chairperson.
 If the chairperson is caught in the act of committing a crime, he or she must be released within 48 hours unless parliamentary permission to keep the MP in custody is obtained.

The Chamber of Control generally carries out audits according to a self-determined agenda, as the annual and quarterly audit plans are approved by the chairperson. The chairperson also approves the Chamber’s Rules of Procedure, a document that determines the time frame and the rules for conducting audits. At the same time, the president and parliament do have a degree of influence over the Chamber of Control’s agenda. The law states that the decisions of the president and parliament concerning auditing of various state bodies must be incorporated into the Chamber’s audit plans.
 Also, a number of state agencies and officials, as well as the parliamentary opposition, have a right to request that the Chamber conduct an unscheduled audit.

On the negative side, while the law on Chamber of Control contains important safeguards against undue dismissal and prosecution of the chairperson, it does not offer similar protection to other employees of the Chamber. Moreover, the law gives the chairperson the power of appointing and dismissing employees without setting any clear and strict criteria for such decisions.
Independence (practice)

Score: 50
To what extent is the audit institution free from external interference in the performance of its work in practice?
The lack of pluralism in Georgia’s political system has undermined the Chamber of Control’s independence to a significant extent, reducing its ability to conduct meaningful investigations of politically sensitive cases. However, there have been some positive developments recently.
As one recent study rightly concluded, in Georgia’s current political environment (where one party has complete control of both the executive branch and the legislature), the ruling party can effectively prevent the Chamber from conducting investigations and block the release of the Chamber’s reports if it does not like the findings. Specifically, the executive can exert pressure during investigations and the chief prosecutor can choose not to publicize the investigations, while the parliamentary majority can block investigations in parliament. The same report suggests that the ruling party has done this on more than one occasion. It emphasises that the executive branch has strongly resisted any increase in the powers of the Chamber of Control, noting that the chairperson lacks an independent power base and will therefore find it hard to push forward any investigations that are unpopular with the ruling party.
 A notable case took place in 2007 when the Chamber’s inquiry into the Education and Science Ministry’s activities was halted and the employees who conducted the investigation were dismissed.

Two recent investigations by the Chamber implicating high-level officials are positive signs, although they do not yet amount to a definite signal that the Chamber is more independent or effective. In September 2010, the CoC released the results of an audit of the Ministry of Health revealing major procurement violations. The Prosecutor’s Office brought criminal charges against the deputy health minister based on the audit. A week later, the CoC published findings regarding procurement violations in the Finance Ministry which implicated, once again, a deputy minister.
 These two cases are a marked improvement over the aforementioned 2007 inquiry into the Education Ministry. Yet there is also evidence that the Chamber is not fully independent: in summer 2010, the CoC failed to respond to accusations of corruption concerning Rustavi municipality's privatization of water and irrigation pipes, until the Prosecutor's Office took up the case.

Also on the positive side, there have been no documented cases of the Chamber of Control’s chairperson or staff engaging in political or other types of activities prohibited by the law or holding positions that could compromise their independence.
Transparency (law)

Score: 50
To what extent are there provisions in place to ensure that the public can obtain relevant information on the relevant activities and decisions by the SAI?
The legal framework does contain a number of provisions regarding the transparency of the Chamber of Control’s work but these provisions are often ambiguous and leave some room for interpretation. Significantly, while the Chamber’s reports are by law public information, the information can only be obtained by request and there is no legal requirement for their proactive publication.
According to the Constitution and the Law on Chamber of Control, the Chamber is required to submit a number of documents to parliament, including biannual findings on the government’s budget implementation reports, the Chamber’s opinion on the draft state budget, as well as an annual report on its own activities. The reports submitted by the Chamber of Control to parliament must be published in parliament’s official newspaper, though no deadlines are set. 
 However the law does not require that the audit results of the Chamber of Control’s own activities (which is carried out by an ad-hoc parliamentary commission) be made public.

In addition to these reports, the Chamber of Control produces a number of different documents (audit acts, reports and recommendations) after each audit. The legal provisions regarding the transparency of these documents are quite ambiguous. Namely, the Chamber is authorised, but not required, to publish these documents. Also, when publishing the documents, the Chamber must refrain from disclosing classified information about the audited bodies.

The Chamber of Control has a special council for the adjudication of disputes concerning the results of audits carried out by the agency. The law states that the sessions of the council are open to the public “except for the cases when the materials of the case contain state or other types of secrets.”

Transparency (practice)

Score: 75
To what extent is there transparency in the activities and decisions of the audit institution in practice?
A number of steps have been taken in practice to ensure transparent operation of the Chamber of Control, including the creation of a website that carries some important information about the institution’s activities. At the same time, and by the Chamber’s own admission, further measures are required to improve its transparency. The Chamber is very responsive to Freedom of Information requests, although a full list of all the audits conducted is not publicly available, so it is possible that much information will never be requested or publicly released.
The Chamber of Control has a fairly comprehensive and up-to-date website (www.control.ge) that offers general information about the agency, contains a current events section and carries a number of important documents, including a schedule of upcoming audits. However, the website lacks a comprehensive archive of the Chamber’s past reports, carrying only the most recent documents published by the agency such as the Chamber’s annual report on its own activities and the report on the state budget implementation. The decision to post these reports on the website is a positive development, especially since the law does not directly require the Chamber to do so, but it would be desirable to have a full archive of reports. The Chamber’s annual activity report available on the website provides an overview of different aspects of the Chamber’s activities during the reporting period and its future plans. In a positive development, the Chamber recently posted a full list of its recommendations sent to different public agencies last year on the website. 

However, neither the findings of individual audits nor the Chamber’s detailed budget are available online. The only way the public typically hears of the results of the Chamber’s work is when the results lead to criminal proceedings that attract media attention.
 A section on audits was recently added to the website, which could be an indication of the Chamber’s intention to start posting individual audit results online, though the section remains empty at present. 
The Chamber of Control’s own strategy plan for 2009-2011 highlights the “lack of transparency” of the agency’s activities as a major problem, noting that the Chamber does not have a communications strategy and the general public only becomes aware of its activities when the audits result in criminal proceedings, which contributes to the creation of a “negative image” of the Chamber.

At the same time, an independent analyst familiar with the activities of the Georgian Chamber of Control mentioned that access to the findings of the Chamber’s audits are usually made available upon request.
TI Georgia’s own experience requesting information from the Chamber of Control further confirms this statement. All four Freedom of Information (FOI) requests sent to the Chamber of Control as part of the NIS field tests were answered in full. In addition, other TI Georgia FOI requests to the Chamber have likewise received full answers in response.
Accountability (law)

Score: 75
To what extent are there provisions in place to ensure that the SAI has to report and be answerable for its actions?
There are some important legal provisions designed to ensure that the Chamber of Control is answerable for its actions, such as the requirement of annual reporting and the establishment of a special council for adjudication of appeals against the Chamber’s decisions. The main weaknesses in the law on the Chamber’s accountability regard a lack of clarity in some of the legal provisions. 
Under the Constitution
 and the Law on Chamber of Control,
 the Chamber is accountable to parliament and is required to present a report on the previous year’s activities to the legislature by 1 June of every year. The law does not contain any specific requirements regarding the content of these reports (though some general guidance is provided in Article 25 of the chamber’s internal Rules of Procedure).
The law states that the audit of the Chamber of Control’s “financial and economic activities” is to be carried out by a special commission established by parliament.
 However, the law contains no further instructions on the substance, type or frequency of these audits. The Chamber has its own Internal Audit Department that can examine the agency’s activities on the chairperson’s order, although there is no legal provision stipulating that these audits must be conducted regularly or that their results must be included in the Chamber’s annual report to parliament.

Administrative bodies audited by the Chamber can appeal to the Chamber’s own Council for Adjudication of Disputes to challenge audit results. Other bodies audited by the Chamber (such as legal entities of public law like the Public Broadcaster or state-owned universities) can also challenge its decisions in court. The Council for Adjudication of Disputes is led by the Chamber’s chairperson, who also appoints the members of the council. The law allows (but does not expressly require) the inclusion of independent experts in the council. NGOs can also nominate candidates for council membership. Parliament can appoint two members of the council and one of these must represent the parliamentary opposition.

Accountability (practice)

Score: 75
To what extent does the SAI have to report and be answerable for its actions in practice?
The legal provisions designed to ensure accountability of the Chamber of Control are generally implemented effectively in practice, although no independent audit of the Chamber’s finances has been conducted to date.

The Chamber of Control presents an annual report on its activities to parliament and it is also posted to the Chamber’s website. The last such report submitted to the legislature contains fairly detailed information about the audits conducted during the reporting period, measures taken on the basis of the audit results, description of ongoing reforms in the Chamber, as well as information about the agency’s financial affairs.

Financial inspection of the Chamber of Control is conducted annually by an ad hoc parliamentary commission.
 There are plans to introduce annual independent auditing of the Chamber’s finances by an authoritative international audit firm, but no such audits are carried out at present.
 At the same time, unlike many other public agencies, the Chamber of Control has already established an internal audit department and has conducted internal audit.

It is difficult to assess the work of the Chamber’s newly-established Council for Adjudication of Disputes at this point, as it was established recently and has not yet received any appeals.

Integrity mechanisms (law)

Score: 100
To what extent are there mechanisms in place to ensure the integrity of the audit institution?
Georgia has adequate legal mechanisms for ensuring the integrity of the Chamber of Control.

The Code of Ethics of the Employees of the Georgian Chamber of Control was adopted in late 2009. According to the Chamber, the code was drafted on the basis of the principles endorsed by the International Organisation of Supreme Audit Institutions.

The code covers the following areas: integrity, independence and objectivity, impartiality, conflict of interest, responsibility, professional secrets, professionalism and communications ethics. The relevant sections of the code are detailed and provide proper guidelines for the employees.

The code requires the Chamber of Control’s employees to ensure that their audits are not influenced by any external factors such as public opinion, media reports or personal interests and are based solely on the relevant legislative provisions. According to the code, the auditors must conduct their work in an impartial manner and should not use their powers for their own benefit or the benefit of other individuals. They are further required to consider all collected information in an impartial manner and base all their findings exclusively on the information obtained according to the existing legal procedures.
 The employees must not use their powers for political activities and should remain free from political influence.

The Code expressly requires the employees to follow the provisions of the Law on Conflict of Interest and Corruption in Public Service and to refrain from accepting any gifts that could influence their work and cast a doubt upon their independence and integrity. The employees must discuss all possible cases of conflict of interest with their immediate supervisors.

The only notable omission in the code is that it does not contain any post-employment restrictions for the Chamber of Control’s staff.

Integrity mechanisms (practice)

Unable to score due to lack of available information
To what extent is the integrity of the audit institution ensured in practice?
As the Code of Ethics was only adopted recently, it is presently not possible to assess whether or not it is applied effectively in practice.

Role: Effective financial audits

Score: 25
To what extent does the audit institution provide effective audits of public expenditure?

The Chamber of Control currently has a limited ability to conduct different types of audit effectively.

The current law (adopted in late 2008) lists three types of audit that the Chamber of Control is to conduct: financial audits, compliance audits and efficiency audits.
 In practice, the Chamber audits different types of public spending: expenditures of public agencies, as well as commercial enterprises with state participation and semi-autonomous bodies that receive state funding.
 However, the Chamber’s 2009-2011 strategy paper says that it lacks an established methodology for conducting some types of audits.
 For example, the Chamber of Control only expects to start conducting efficiency audits (performance audits) in 2012.
 
According to the Chamber of Control, examining the effectiveness of internal audits within government departments is problematic at present since the system of internal audits is still in the process of being developed.

A 2009 study concluded that the scope of the audits conducted by the Chamber of Control was very limited, and that the auditors rarely check whether the money going out of ministries is buying the goods and services that it claims to be buying. The same report noted that, when examining purchases, the auditors did not check their efficiency (whether the goods/services purchased were the cheapest available for a given level of quality) or effectiveness (whether the items purchased were utilised to provide the greatest level of value).
 A 2010 OECD ACN report also noted that the Chamber’s activities were limited to “inspections of compliance with relevant legislation and budgets.”

Role: Detecting and sanctioning misbehaviour (law and practice)
Score: 50
Does the audit institution detect and investigate misbehaviour of public officeholders?
The Chamber of Control has both the legal mandate and the practical tools for spotting and investigating irregularities. The Chamber has recorded numerous violations in recent years, though there are some valid doubts as to whether or not the Chamber has sufficient power and independence to confront high-level officials. 

The general idea behind the ongoing reform of the Chamber of Control is to transform it from a “body exercising control” into the one that provides expertise and promotes effective management of state resources.
 Nevertheless, while the new Law on Chamber of Control has shifted the emphasis away from the Chamber’s role as a punitive and investigatory body, it still contains provisions concerning the Chamber’s role in detecting and sanctioning misbehaviour. For example, if the Chamber of Control finds that the government has violated the law while spending budget funds, the Chamber is authorised to propose that parliament address the president and request suspension of government spending.

Under the law, whenever an audit uncovers a possible crime, the audit materials are to be sent to the law enforcement bodies.
 The law enforcement bodies are required to inform the Chamber of Control as to how they have acted upon the materials that the Chamber provided.

In practice, according to the Chamber of Control, its auditors have unhindered access to the necessary documents at the audited agencies.
 In 2009 alone, the Chamber’s auditors recorded a total of 1,195 violations of law.
  
On the negative side, it is not clear whether the law enforcement agencies always react to the Chamber’s findings adequately. According to the Chamber’s own annual report for 2008, of the 44 cases forwarded to the Prosecutor’s Office during the year, 28 were still being investigated at the time when the annual report was compiled. Investigation had been suspended in two cases and the Chamber had received no information on another 14 cases. The figures show that charges had, most likely, not been brought in any of the cases forwarded by the Chamber to the Prosecutor’s Office in 2008 (at least by the time the report was compiled).
 No comparable data was included in the Chamber’s annual report for 2009 which simply states that 23 cases were forwarded to the law enforcers during the year, without providing any information as to how the law enforcement bodies reacted.

It is also not clear whether the Chamber of Control presently has the political power and independence to confront high-level officeholders. The case of the 2007 inquiry into the Ministry of Education’s activities (cited in the section on independence) raises doubts in this respect, though the more recent cases of the Ministry of Healthcare and the Ministry of Finance (also discussed above) could point to some improvements in this area.

Role: Improving financial management (law and practice)
Score: 50
To what extent is the SAI effective in improving the financial management of government?

The Chamber of Control has the mandate to provide advice regarding the government’s financial affairs and it does offer recommendations to individual state agencies. Its ability to contribute to the improvement of the government’s overall financial management is limited at present, though progress has been made lately.
The Chamber of Control has a legal responsibility to contribute to the improvement of financial management. The Law on Chamber of Control states that one of the Chamber’s goals is to promote efficient use of state money and other resources.
 According to the law (Article 2), one of the types of audits conducted by the Chamber is “efficiency audit,” which involves analysis and evaluation of the expediency and cost effectiveness of state programmes, resource use and management behaviour. The Chamber’s strategy plan for 2009-2011 also says that the Chamber aims to audit the efficiency of the public sector in order to render the sector’s activities more useful and promote the improvement of public finance management, as well as of public administration in general.

The law stipulates that the Chamber of Control can present proposals to parliament and other relevant bodies regarding the adoption and improvement of tax legislation and other laws.
  The Chamber is authorised to send information about audit results and recommendations to the president, parliament and government.

The Chamber of Control reports that it normally gives audited agencies a reasonable time frame for applying its recommendations and that it requires the audited agencies to report back after the specified period of time. The Chamber also claims that government agencies usually comply with its recommendations and try to improve their financial management accordingly. At the same time, the Chamber admits that the mechanisms for reviewing compliance with the recommendations require further improvement.

According to an independent analyst who examined the activities of the Georgian Chamber of Control in recent years, the Chamber did very little in terms of providing recommendations towards the improvement of the government’s overall financial management. The analyst suggested that, since 2004, the Ministry of Finance took over the role of the body responsible for reforming and improving the management of state resources, while the Chamber of Control was not particularly active in this area.
 The Chamber’s weaknesses in terms of capacity (particularly, the fact that it does not carry out efficiency audits at present) are also likely to limit its ability to offer the government comprehensive recommendations.

On the positive side, the situation appears to have improved somewhat after the commencement of the Chamber’s reform in 2008-2009 and the agency identified financial management of the public sector as one of its top priorities for 2010.
 In its annual report for 2009, the Chamber highlighted a number of specific problems, including mismanagement and misspending of state funds, ineffective administration of government programmes, and shortcomings in the planning and preparation of the state budget.
 According to the Chamber, the results of its audits prompted the adoption of a new law on public procurement, as well as the legal amendments that limited the discretion of semi-independent bodies in spending state money.
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