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FOREWORD

State audit services play an important
role in the development of democracies,
and in the improvement of transparent
and accountable governance.

They assist governments in making
judicious use of financial resources in the
process of implementing plans, and in us-
ing money saved to improve services in
education, health, security, environmen-
tal protection, and elsewhere.

An audit service is an efficacious in-
strument of the state that enables par-
llaments, governments, the people, and
civil society to examine governance and
identify areas where it is wanting. The
mechanism of “checks and balances” that
forms a generally accepted component of
democracy Is a continuous process in-
tended to constantly refine the mutually
dependent relationship between state
and citizen and make it more transparent.
A state audit service forms an indispens-
able element of this process which, act-
ing on behalf of the representative body
of the people — parliament, oversees the
accountability of all governmental circles.
Without such services, both Georgian and
international democracy would be much
the weaker.

Although the construction of pres-
ent-day Georgia’s state institutions be-
gan in 1991, the first modern Georgian
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Foreword

state was founded 102 years ago, in 1918.
In planning the running of the country on
the basis of democratic principles, the
founders of the First Republic under-
stood well their own accountability to
their people and to history. It is for this
reason that one of their first steps was
the creation of a State Controller’s Office.
Over its almost three years of existence,
this institution succeeded in performing
a gargantuan task; though both it and
the Democratic Republic of Georgia as a
whole were faced with countless chal-
lenges, a Georgian state was ultimate-
ly established and, together with it, a
functioning State Controller’s Office that
succeeded in saving a country that found
itself in grave economic hardship tens of
millions of maneti.

Since the occupation of Georgia by
Soviet Russia, the documents of this State
Controller’s Office, which are contained
in hundreds of archived files, have waited
for a century to be revealed to the public
eye. As the present-day State Audit Of-
fice of Georgia and the legal successor to
the State Controller’s Office, it was our
moral duty to assist the historians who
authored this book in acquainting a wider
public with this historical heritage. They
have done an outstanding job, for which,
as Auditor General, | would like to thank
them sincerely on my office’s behalf.

The Democratic Republic of Georgia
was a Western political and cultural phe-
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nomenon at Europe’s far south-eastern
edge. Its state controller, Philipe Gog-
ichaishvili, who attended university in
both Leipzig and Munich, made a detailed
study of the best practices followed by
selected democracies in order to implant
these in his own country. Guided by the
experiences of ltaly, Belgium, and Brit-
ain, he adapted hand-picked elements of
these to Georgian reality, thereby laying
the foundations for a strong state insti-
tution.

The Georgia of the present day sprang
forth from the legacy of the First Republic
and, accordingly, the State Audit Office of
Georgia is the direct heir to that repub-
lic’s State Controller’s Office. Although,
like the First Republic as a whole, that of-
fice was not afforded the time to realize
its full potential, it succeeded in fulfilling
its most important objective: casting a
mould and setting a course. This book will
help us not only to appreciate the conti-
nuity that exists between the two institu-
tions and to study our shared history, but
also to examine the practical challenges
that we face in our own time and find
ways to overcome them.

It is the privilege of the State Audit
Office of Georgia to continue the work of
its predecessor.

We have undergone significant trans-
formations as we have travelled this
path, ultimately establishing ourselves in
alignment with the Westminster model,
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Foreword

the main objective of which is to preserve
the accountability of government towards
the people. Today, the State Audit Office
of Georgia is a modern state institution
which remains committed, with the as-
sistance of its Western partners, to fol-
lowing the best international practices.

We are also committed, in close
alignment with the latest technological
developments, to bringing the practi-
cal benefits of our work to every citizen,
and in doing so not only to improving our
own performance, but also to making our
contribution to the objective of bringing
about an ever closer integration of Geor-
gia with Europe.

We are grateful to have the active
assistance and support of our Western
partners in this process, including in the
production of this bilingual book, which
has benefitted from their collaboration
and financial support.

Irakli Mekvabishvili
Auditor General of Georgia
Thilisi, 2020
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Introduction

This short book focuses on the Geor-
gian state controller’s office during the
Georgian Demacratic Republic (1918-21).
It provides extensive original documen-
tation and an important analysis of the
Georgian republic’s attempt to create a
regulated financial market in the coun-
try between 1918-21, based on a Europe-
an model. The State Controller’s Office
(in the US —the General Accounting Of-
fice) is one of the least glamorous, but
one of the most important institutions
in any democracy. It is responsible for
overseeing the national budget, exam-
ining ministerial expenditures, super-
vising the tax system, auditing all public
— and in some cases, state supported
private —agencies to prevent waste and
corruption. It is central to the question
asked by the Roman poet Juvenal 2000
years ago: (uis custodiet Ipsos custo-
des (“who watches the watchmen?”).
Without financial accountability and
monitoring of government spending by a
body, independent of the executive, cor-
ruption and political abuses will occur.
The establishment of the State Con-
troller’s Office in Georgia in June 1918,
was one of the first acts of the Geor-
gian National Council, the country’s first
legislative chamber. It was an indication
of the seriousness with which the Geor-
gian Democratic Republic’s founders
approached the concept of democracy.
“Democratic” was the central word in

11
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the country’s own self-description. It
illustrated the Georgian government’s
commitment to both a constitution and
to a division of powers. The State Con-
troller was responsible to the elected
representatives in the legislature, not
to the government. He made a detailed
public report annually to the people’s
representatives, not to internal manag-
ers, and his rights were defined by law.

In Georgia, the first state controller,
Philipe Gogichaishvili, was a member of
the Socialist Federalist party, a minority
party in the first coalition government.
A former Professor of Economics, he
remained in office after a single party
(social democratic) cabinet was ap-
pointed in March 1919. This was import-
antin retaining the independence of the
office; not only was the autonomy of
the state controller legally defined, but
as a member of a minority party Gog-
ichaishvili was independent of pressure
or discipline from the ruling party. The
appendix contained in this book (the
December 1918 law defining the State
Controller’s powers) shows the broad
extent of the state controller’s power.
The Office centralized a fractured and
partial system of financial control, and
it had the power to examine the ac-
counts of all government institutions, to
interrogate senior officials in govern-
ment ministries, and to check all new
laws concerning financial matters. Any



360l Jgbobgd) ohggbgols Lebgemdfoggm  3mb-
OGOm@mom®ol  dognonsmgost. gl Lodbobno
WBOPb39mymBEs  obofagtgdgme ©d ggo-
Boblgtan  3mbptamemols  goemagammo  bolbggdg-
b0l 39b0HGSmBdsL. ol Po3Egdedmbogmo oym,
3999§dg00bs  yggemo  Lodmogtimdem  ygonls
9b@o®03dg00, 3edmgzombs  bodobolmtmms  do-
0oemhobmbbgdn s @oegdmidgonbs a30beblin®
bOg0mbgdmMOb 335380690 TEo yzgams sbogmo
396mbB3rmygd@o. dobs Joger spdmhgbogmo atae-
393900 3d09399m©d bobodatmenmb.

306mbo  Lsbgamdfogm  3mbhtmmomdol
bodbabm&ols gbobgd  3gomngmo  gebBhobggdom
bogby MITBbHe 0ym. 3obdo dndgds Mmez0lo
M0l g36m30l gdmatnogmm Jagybgddo ot-
badYEO 3EgHngs. 13Ed, o3 Fogbol s3iHmtgdo
130396 Joobgols: €wdgbsr dggdemem 1918-1921
Famgool ddodg Ggommmdsdo bbgamdfooym 3mb-
OGmomGol badboby®b, Jgnmgtbydmae 9d-
330 8 GgoEIMo gozamgbs dmgboabs gggybols
730000L70 300096705892 b bozombo dotrsdnt
9b305690ms J3994b0ls 5€lsgdmdls o Foo-
habols 0gdeb. 1918-1921 Famgdols Lodetrmzgemm
030000LMh0  3odebntmaznls  BrgetBy  dogm-
do bobgemadfogzm ogm. ol gebmooom babmayemm
9399969, boog dmbobemgmanl 13tvgmgbmdsd
F960-3000b3s oM 0gmws; dobo gogdgdo ghls
o babgamdFogml 885690wbgh bogstrgm bagyér-
»bgg00l, Jos 3mbazanod®mdols @d gemmdseny)-
60 930bmdognto ©gdtgbools 3othmogddo; go-
0-9M0 Y39emebg Crorem 36rmdemydd 93mbmdngs
04, Mo dotl oo sbogmaadios bo-
bgemdFoagml Smemo@odn® LinsdompOmosts oo
Beggrmbemgdsl. 1918-1921 Famgool  g3mbmdo-
3160 36080b0  y39em0dy ©0Eo  3tEmodonéo

Introduction

wrong doing was handed over to the
courts.

The law defining the Controller’s Of-
fice was full of good intentions; it re-
flected the practice among European
democracies at the time. The question
which the authors of this book examine,
is whether the Controller’s Office, in
the conditions Georgia faced in 1918-21,
could properly function and make a dif-
ference in the country’s financial situa-
tion. This question went to the very heart
of the republic’s survival. The Georgian
Democratic Republic throughout 1918-21,
verged on economic catastrophe. Geor-
gia was rural and mostly illiterate, and
its leaders faced the complex tasks of
nation and state building in conditions
of external threat, internal conflict, and
global economic depression. One of the
most intractable problems undermining
political stability and the security of the
new state, was the economy. The eco-
nomic crisis between 1918-21 was the
greatest political problem. It determined
everything.

The challenges to the proper func-
tioning of the State Controller’s Office
were multiple. The Office lacked ex-
pertise and staff — many Russian staff
members left after Georgia declared its
independence. It had inadequate rep-
resentation in the regions, and it was
operating in a corrupt system where
financial management and budgetary

13
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planning were almost unheard of. Rev-
enues were not getting to the Treasury,
and civil servants lacked the training or
understanding of accountability. Infla-
tion and corruption in the Tax Office dis-
torted revenue collection, and constant
wars demanded persistent budget se-
questers and emergency spending. Yet
despite these enormous obstacles, the
authors suggest the Controller’s Office
achieved important results. It removed
corrupt officials from the ministries (no-
tably the Ministries of War, Procure-
ment, and Agriculture), and prevented
wasteful and unnecessary expenditures
through its mandatory advance audits
and financial investigations. In chapter
five, the authors, citing Gogichaishvi-
l’s report to the Constituent Assem-
bly in April 1919, write that “between
December 1918 and January 1919 the
State Controller’s Office had saved the
state Treasury more than seven million
maneti. Advance inspections conducted
by the State Controller’s Office between
1918 and 1919 had resulted in the refusal
of up to 13 million manetiin expenditure
requests from the Railways Department
alone.”

Yet, as the authors note in their con-
clusion, the Controller’s Office could not
save the government from itself. The
primary responsibility for a proper na-
tional budget and an effective financial
system in Georgia was the responsibil-
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ity of the government, its ministers and
the legislature. How much we should
blame the government for Georgia’s
economic ruin, is debatable. Georgia
faced extraordinary challenges to eco-
nomic stability. Blockades and domes-
tic instabilities — including interethnic
conflicts — promoted by Russia and Tur-
key hindered its export of vital revenue
earners such as manganese and coal;
\Western powers were reluctant to pro-
vide aid or military support; the domes-
tic market collapsed and unemployment
soared. Yet there were systemic failures
in the Georgian economy which the gov-
ernment failed to address. Its reckless
printing of money led to hyper-inflation
which undermined every aspect of gov-
ernance, including the government’s
own public support.

The actions and achievements of the
State Controller’s Office must be placed
in context. It is hard to imagine how any
government could have stabilized the
economy in Georgia’s situation between
1918-21. The government had only three
years. Other small East Furopean states
were in a similar situation after the end
of the war, but were able in the 1920s
to stabilize their economies. Perhaps
Georgia would have been able to do
the same had its existence not been cut
short by the Red Army in February 1921.
The authors remind us with this book
that history always provides lessons.
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The creation of the State Controller’s
Office between 1918-21, was an attempt
to achieve three goals vital to the young
Georgian republic’s democracy: first to
institutionalize a system of checks and
balances; second, to ensure a degree
of popular accountability; and third, to
strengthen the rule of law and prevent
the rise of corruption. These continue
to be the functions of the State Audit
Office of Georgia today, and without
them, contemporary Georgian democra-
cy would be in a much weaker position.

Stephen Jones,
Professor of Russian
and Eurasian Studies
Mount Holyoke College,
Massachusetts, USA.
2020
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As a former part of the Russian Em-
pire, the Democratic Republic of Geor-
gia inherited a number of the Empire’s
bodies. Although be-
tween 1917 and 1918, three intervening

governmental

administrations: the Special Transcau-
casian Committee of the Russian Pro-
visional Government (0ZAKOM), the
Transcaucasian Commissariat, and the
Transcaucasian Democratic Federative
Republic, had operated in the Trans-
caucasian Region, when the Democrat-
ic Republic was founded in May 1918,
it was primarily over institutions of
imperial heritage that it assumed con-
trol. This was because the three inter-
im systems had each been extremely
weak, and aside from the dissolution of
the purely tsarist institutions and the
introduction of certain representative
bodies, had largely failed to subject
establishments to significant institu-
tional reform.

The functions, duties, and authori-
ty of the Russian Empire’s State Con-
trol Service as the body responsible
for monitoring government spending
were originally delineated in a law is-
sued by the Tsar in 1859. Subsequent
decades saw the institution undergo
significant transformations, especially
from 1906 onward, when, following the
revolution of 1905, Tsar Nikolai Il con-
vened a legislative body in the form
of the State Duma, and the system of
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The Establishment of the State Controller’s Office

imperial governance as a whole was
reformed.’

According to a description provided
by the first and only State Controller to
be elected by the Democratic Repub-
lic of Georgia, Philipe Gogichaishvi-
li, as of 1917 the structure of Russia’s
State Control Service comprised the
following: “1) the State Controller; 2)
the Deputy State Controller; 3) the
State Control Council; 4) departments:
for monitoring civil, military and na-
val, railway, and credit accounts; 5)
the State Control Chancellery; 6) the
Central Accounting Office; /) the State
Control Council Department; 8) audit
chambers;? and 9) local units for over-
sight of the state-owned railway.”
The Russian State Control Service
was an independent governmental in-
stitution, the central bodies of which
were gathered together in the imperial
capital whilst its secondary chambers
were located in the imperial provinc-
es. Unlike the audit services of Euro-
pean parliamentary democratic states,
the Russian State Control Service was
tasked not only with monitoring state
spending, but also with certain exec-
utive functions. An especially striking
example of this was the Russian State
Control Service’s role of recording
state income and expenditure, which
in the European system was the duty

of the finance ministries.” As a result
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of how the institution was structured,
as of May 1918, two constituent parts
of the former State Controller’s Service
remained in Georgia: 1. The Transcau-
casian Railway Audit Office, and 2. Ti-
flis® Audit Chamber. In spite of the fact
that Russian jurisdiction had ceased to
extend to the Transcaucasian Region
from November 1917 onward, the audit
chambers had continued to operate,
presenting their accounts to the local
governments instead during this peri-
od.

The Democratic Republic of Georgia
began the complex and lengthy pro-
cess of establishing its state institu-
tions within the first days of declaring
independence. The Georgian National
Council, which functioned as Georgia’s
legislative body at this time, ratified
the coalition government led by Social
Democrat Noe Ramishvili on 26 May
1918. The first institutions to be created
were those most essential and indis-
pensable to the running of the state: its
ministries and departments.

In May 1918, the Georgian govern-
ment developed draft legislation for
the formation of a special state body
for the assessment of public financial
planning and expenditure processes,
and for the auditing of final expendi-
ture. In June of the same year, Finance
Minister Giorgi Zhuruli, who had en-
tered the coalition government as a
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member of the rightist opposition Na-
tional Democratic Party, prepared a
lengthy special address to members of
the National Council on the establish-
ment of a State Controller’s Office in
the Democratic Republic: “Esteemed
members of the Georgian National
Council! Since the day that, by the will
of the Georgian people and by your or-
dinance, the Georgian Democratic Re-
public was declared, the government of
the Georgian Republic has faced many
matters demanding its attention, which
the interests of our state demand are
resolved without delay. These include
matters of a financial nature, and
among them the organization by the
government of the management of
Georgia’s financial affairs. This man-
agement must be grounded in those
principles which befit the procedure for
the governance of state affairs which
has been established in the Georgian
Republic: parliamentary process. Fi-
nancial management — that is, the
governance and guidance of the state
economy — should be grounded chief-
ly within: |. a state budget; Il. proper
organization of the State Money Office
and Treasury, and lll. the introduction
of a State Controller’s Office.”®

In his address to the National Coun-
cil, the Finance Minister reviewed the
procedure for the selection of heads

of audit institutions in monarchical
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and republican states, together with
the general role of the State Control-
ler within the system. Zhuruli also ac-
quainted National Council members
with the government’s draft legisla-
tion, which called for the introduction
of a State Controller’s Office as an in-
dependent public body, for its leader to
be elected and dismissed by the legis-
lature, and for this to be independent
of the executive, thereby ensuring the
State Controller’s Office’s effective-
ness.

The legislation proposed to the Na-
tional Council by the government with
respect to the future State Controller’s
Office was based on three fundamen-
tal propositions: 1. That the office of
the State Controller should not be part
of the cabinet of ministers; 2. That
the State Controller’s Office should
be guided temporarily by the existing
state oversight legislation of the for-
mer Russian Empire until the Repub-
lic’s own final legislative framewaork
for state oversight had been devel-
oped; and 3. that the State Controller’s
Office should not only review actual
activity that had already been carried
out and prepare reports based on this,
but should also carry out advance as-
sessments of planned budgetary ex-
penditure. The State Controller’s Office
was to be involved in the budgetary
planning process, and in examining the
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budget, objectives, anticipated results,
and implementation plan of projects
prior to their implementation. The leg-
islature was to be entitled to request
an advance assessment of expendi-
ture to be made on each project from
the State Controller and the executive
bodies involved./

As it was attempting to establish
the new body within a restricted time
frame, the government was forced
to rely primarily on the experience of
its imperial predecessor, although it
clearly indicated that a new democrat-
ic legislative framework for the State
Controller’s Office would be developed
in the coming months.

The Georgian National Council be-
gan discussing the establishment of
a State Controller’s Office soon after
the government had presented its draft
legislation. The legislative body first
examined the matter of state over-
sight on 3 June 1918, just eight days
after independence had been declared.
The National Council Chair, Nikoloz
Chkheidze of the Social Democratic
Party, presented the issue to the Bud-
getary and Financial Committee to be
examined in detail and worked up as
a finalized legal norm. Budgetary and
Financial Committee Chair Diomide To-
puridze (also of the Social Democratic
Party) presented the National Coun-
cil with a summary of this legislative
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norm, which fundamentally reflected
the government’s own proposed legis-
lation, although with the emphatic ad-
dition of a further, important provision
that “In the event of some disagree-
ment arising between the State Con-
troller’s Office and the government, the
deciding vote in matters of this kind
shall belong to the National Council.”®
Topuridze called upon the National
Council Chair to elect a State Control-
ler without delay, and upon the Legal
Committee to prepare the final version
of the law in a timely manner.

At its session of 28 June 1918, the
National Council of the Georgian Dem-
ocratic Republic adopted the Law “On
the Establishment of the Office of State
Controller”, which consisted of three
articles alone: “Article 1. The office of
State Controller shall be established in
the Georgian Republic. The State Con-
troller shall be elected by the National
Council, shall not be part of the Cabinet
of Ministers, and shall be accountable
only to the National Council; Article 2.
Any dispute arising between the State
Controller and the government shall be
examined and resolved by the Nation-
al Council; Article 3. Those articles of
laws in force upon the territory of the
Georgian Republic which contradict
these provisions are henceforth ren-
dered null and void.”

At the same session, the Socialist
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Federalist faction nominated its mem-
ber Philipe Gogichaishvili, who at the
time was Professor of Economics at
Tiflis Georgian University (Tiflis State
University from 27 August 1918), for
election as State Controller.”

Although the office of State Con-
troller had been introduced, it was only
in the following months that the com-
position of the remainder of the per-
manent staff of the State Controller’s
Office was defined, and the Transcau-
casian Railway Audit Office and the
Tiflis Audit Chamber reorganized. De-
fining the personnel of the new institu-
tion and formulating its structure in full
had not initially been possible, due to
the fact that the apparatus of the state
institutions, including the local admin-
istrations in particular, had yet to be
fully established." Neither did it prove
possible during the first few months
to draft specific plans regarding au-
diting activities, or even to balance
the remuneration of State Controller’s
Office employees, which, as reported
by Philipe Gogichaishvili’s deputy Kon-
stantine Andronikashvili, was among
the lowest offered by any of the Re-
public’s state bodies. Andronikashvili
went so far as to provide specific ex-
amples: “A junior officer in the army
enjoys the same level of remuneration
as a senior auditor, who is the leader
of a department and often responsible
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for correctly auditing many millions in
public funds; the State Controller’s Of-
fice Director of Affairs, who supervises
auditing work as guided by legislation
and who brings together the auditing
activities of the institutional sections,
receives barely more than an assistant
to the secretary of the Government
Chancellery, and less than the head
of a Finance Ministry department. A
State Controller’s Office section head,
who manages several departments and
whose duty it is to provide close su-
pervision of auditing activities and to
satisfy themselves that these are car-
ried out correctly, receives virtually the
same salary as a railways land requisi-
tion agent or a Finance Ministry admin-
istrator.” As a result of its low levels
of remuneration, the State Controller’s
Office struggled to retain highly quali-
fied staff and to attract new employees.
This contrasts with the situation at the
end of 1920, by which time the average
salary of State Controller’s Office em-
ployees was among the highest of all
government employees in the Repub-
lic. Another significant challenge was
posed to the State Controller’s Office
by the large number of ethnically Rus-
sian officials initially employed there
who did not speak, read, or write Geor-
gian. Prior to August 1918, the two de-
partments of the State Control Service
inherited from the former Russian im-
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perial state — the Tiflis Audit Chamber
and the Transcaucasian Railway Audit
Office — together employed a total of
339 people, of whom the vast majority
were of Russian nationality. The State
Controller’s Office also encompassed
the employees of the Transcaucasian
State Audit Chancellery and the Geor-
gian Military Field Audit Office, who
numbered approximately 40 people.
Gogichaishvili stated in his 1920 report
that in the period prior to 1 August 1918,
up to 360 people had been employed
at his institute.” During the same pe-
riod, the State Controller, in the light
of the fact that this staff had been re-
cruited to administer almost the entire
Transcaucasus Region, developed a
new staffing schedule appropriate for
the administration of Geargian territory
and determined the approximate quan-
tity of personnel required, which was
concluded to be 183 people.” It is nota-
ble that, from 1 August 1918 onward, the
ethnic composition of employees in the
State Control system changed signifi-
cantly; according to data from August
1918, of the 107 people employed by the
system at the time, 68% were Geor-
gian, 219% Russian, and 1% Armenian.”®

On 27 September 1918 the National
Council approved the Law “On the Re-
muneration of the State Controller”,
which established this amount at 18,000
maneti annually.® This was the same
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amount received by the Democratic
Republic of Georgia’s government min-
isters, although growing inflation from
October 1918 onward caused rates to
change rapidly.

Work to establish the Georgian
State Controller’s Office continued
throughout the summer of 1918 and into
the autumn. The 21 September edition
of official government newspaper Sa-
kartvelos Respublika (“The Georgian
Republic”) reported to readers that the
State Controller had already complet-
ed drafts of the body’s statutes and
of its regulations for the auditing of
state institutions, and that the com-
pleted proposals would be submitted
to the Georgian National Council in
the coming days.” The draft proposals
were relatively lengthy, with statutes
for the State Controller’s Office that
comprised 34 articles specifying how
its activities were to be managed. In
addition to these provisions, the draft
legislation also included regulations
relating to the preservation and ar-
chiving of important documents, re-
ports, and minutes from sessions of
the State Controller’s Office General
Assembly, in addition to a law regard-
ing the procedure for the conduct of
audits by the State Controller’s Office
which comprised 169 articles providing
detailed stipulations with respect to
various important matters.
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The draft legislation prepared by
Philipe Gogichaishvili also included a
lengthy explanatory note addressed to
the National Council on the experience
that the Georgian State Controller’s
Office had at its disposal, in addition to
which, in order support his affirmation
of the optimality of the new proposals
for the requirements of the new Geor-
gian state, he drew upon the experi-
ence of European countries, asserting
for example that “Western constitu-
tional governance has indubitably and
indisputably affirmed the view that a
public state that gathers taxes from the
nation in order to spend them as nec-
essary and in accordance with the law
should be subject to strict and vigilant
oversight in order that its proper pro-
cedure and operation should be safe-
guarded together with national proper-
ty, in addition to the view that a state
control institute is unable to perform
the duty assigned to it with due effi-
cacy unless granted broad powers of
review and complete independence.””
Gogichaishvili essentially focused on
three state control models in his draft
proposals; by his account, he had been
aided in the process of developing
statutes for the State Controller’s Of-
fice and a framework for the auditing
of state finances by the valuable ex-
perience provided to him by examin-
ing and studying the equivalent Italian,
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English, and Belgian institutions. In
each of these, the State Controller (in
England the Comptroller and Auditor
General, and in Italy and Belgium the
President of the Court of Audit) was
elected especially and specifically, and
granted full autonomy and freedom in
the examination of state finances.

The National
ly approved the legislative proposals

Council ultimate-
presented by Gogichaishvili virtually
without alteration or correction, there-
by providing a more operable and solid
foundation for the State Controller’s
Office to carry out its work effectively.

Building on a new legislative base,
Gogichaishvili charged the State Con-
troller’s Office with the following funda-
mental duties — “1. To monitor the Trea-
sury, i.e., the regulations for the receipt
and expenditure of national property
and wealth by the Treasury, to ensure
that these are carried out in accordance
with the planned budget and the law;
and 2. To monitor the administration,
i.e., to substantially evaluate every area
of the state economy and assess its
strengths and shortcomings. In order
to perform the latter of these duties, it
should examine not only the legality of
expenditure made and income received,
but also take into account its appropri-
ateness for purpose and seemliness.””®

On 14-16 February 1919, the Demo-
cratic Republic of Georgia held its first
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The Establishment of the State Controller’s Office

universal, free, and democratic elec-
tions for its new legislative body, the
Constituent Assembly, in which the
Social Democratic Party emerged vic-
torious with 849% of the vote. Although,
following these elections, the existing
composition of the government was
dissolved, and the government’s new
one-party, Social Democratic cabinet
approved by the Constituent Assembly
several weeks later, State Controller
Philipe Gogichaishvili remained in his
position unaffected, despite his be-
longing to an opposition party. At the
second session of the Constituent As-
sembly, which took place on 14 March
1919, the State Controller presented a
lengthy report to the Assembly as the
head of an independent state body.
The State Controller’s status as the
head of an independent body account-
able to the Constituent Assembly re-
quired that the newly elected legisla-
ture approve his election to his position
and declare their confidence in him.
Accordingly, the Constituent Assembly
discussed the matter of the State Con-
troller’s election in April-May 1919. The
Assembly initially planned to elect the
State Controller on 6 May 1919, but this
was then postponed. It was ultimately
at the 14th Assembly session of 9 May
1919 that Diomide Topuridze nominat-
ed the present State Controller for the
position on behalf of the ruling Social
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Democratic faction, briefly characteriz-
ing Gogichaishvili’s ten-month period
in his position and his professional-
ism as follows: “As you will be aware,
Philipe Gogichaishvili has been State
Controller up to the present day, and
has distinguished himself during this
term of service, performing his duties
conscientiously and with great energy.
We firmly believe that he will continue
to conduct himself in the same manner
in the future, and therefore nominate
him.”?* No other factions of the Constit-
uent Assembly put forward their own
candidates, and no additional debates
were held in connection with the gov-
erning faction’s nomination. The First
Deputy Chair of the Constituent Assem-
bly, Aleksandre Lomtatidze, announced
to the deputies that the election of the
State Controller would proceed by se-
cret ballot. The ballot was participated
in by 66 members, of whom 61 voted in
favour of Gogichaishvili, two members
voted against, one member abstained,
and two ballot papers were left blank.”
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Giorgi Zhuruli (1865-1951) — National
Democrat; Minister of Finance, Trade,
and Industry of the Democratic Republic
of Georgia (26 May 1918 — 21 March 1919);
Diplomatic Representative of the Demo-
cratic Republic of Georgia to the British
Command in Batumi Region; Chairman of
the Chiatura Manganese Industry Asso-
ciation

Photo preserved in the Georgian National
Parliamentary Library
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Address delivered by Minister of Finance,
Trade and Industry Giorgi Zhuruli to the
Georgian National Council on the necessity
of establishing the office of State Controller
Document preserved in the Georgian National Ar-
chive, CHAG 1836/1/321/4
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Members of the Georgian National
Council: front row from left to right — first
is Shalva Aleksi-Meskhishvili (Socialist
Federalist, Minister of Justice), fourth

is Ekvtime Tagaishvili (National Demo-
crat), sixth is loseb Baratashvili (Socialist
Federalist), behind him with the dark

hair and beard is Samson Pirtskhalava
(Socialist Federalist); the eighth person
in the front row is Pavle Saqvarelidze
(Social Democrat), second from the left
in the second row is Aleksandre Asatiani
(National Democrat), and third from the
right in the third row is Vlasa Mgeladze
(Social Democrat), May 1918

Photo preserved in the Georgian National
Parliamentary Library
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Minutes of the Georgian
National Council Finan-
cial and Budgetary Com-
mittee session of 3 June.
The issue discussed was
that of establishing a
State Controller’s Office.
Document preserved in the
Georgian National Archive,
CHAG 1836/1/321/6
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Diomide Topuridze (1871-1937) — Social
Democrat; Chairman of the Budgetary
and Financial Committee of the National
Council and of the Constituent Assembly
of the Democratic Republic of Georgia;
Mayor of the City of Kutaisi; Diplomatic
Representative of the Democratic Re-
public of Georgia to British Command in
Batumi Region. Executed in 1937 during
the Great Terror

Photo preserved in the Sovlab Public Archive
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The Law “On the Establish-
ment of the Office of State
Controller”, adopted by the
Georgian National Council on
28 June 1918

Document preserved in the Georgian
National Archive, CHAG 1836/1/321/23
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Konstantine Andronikashvili (1876 -?) - So-
cial Democrat; Deputy State Controller of
the Democratic Republic of Georgia; Mem-
ber of the Transcaucasian Seym; Member
of the National Council and of the Constit-
uent Assembly of the Democratic Republic
of Georgia; Chairman of the Independence
Committee (1923-1924). Believed to have
died in the Great Terror

Photo preserved in the the Sovlab Public Archive
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Philipe Gogichaishvili (1872-
1950) — economist; Professor
of Economics at Tiflis State
University; State Controller

of the Democratic Republic of
Georgia (1918-1921)

Photo preserved in the Georgian Na-
tional Parliamentary Library
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Excerpt from the minutes of
the 9 May 1919 session of the
Constituent Assembly of the
Democratic Republic of Geor-
gia, devoted to the matter of
the election of the State Con-
troller

Document preserved in the Georgian
National Archive, CHAG 1833/1/69/3
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The Law “On the Remunera-
tion of the State Controller”,
adopted by the Georgian Na-
tional Council on 27 Septem-

ber 1918
Document preserved in the Georgian
" National Archive, CHAG 1836/1/321/41
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THE STATE CONTROLLER'S OFFICE:
FUNCTIONS AND DUTIES
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On 6 December 1918, the Parliament of
the Democratic Republic of Georgia (the
National Council was called a parliament
from 8 October 1918 onward) approved a
package of draft legislation submitted
by Philipe Gogichaishvili that consisted
of three key components: I. the Statutes
of the State Controller’s Office (see Ap-
pendix) and a Supplement to these stat-
utes; Il. the Audit Charter of the State
Controller’s Office; and Ill. a provisional
State Controller’s Office staffing list and
auditing budget.

This newly adopted legislation en-
tirely dissolved the inherited institu-
tional vestiges of the Russian Empire
that had continued to function up to that
point, and replaced them with an institu-
tion that befitted the political system of
the new democratic state. The very first
article of the Statutes of the State Con-
troller’s Office defined the status of the
new governmental body as follows: “The
State Controller’s Office of the Demo-
cratic Republic of Georgia shall consti-
tute an independent state administrative
body that shall fulfil the function of over-
seeing the institutions of government.”
The functions and duties of the State
Controller’s Office were explicitly de-
fined by the same legislation as follows:

“Article 2. The State Controller’s Of-
fice:

2.1. shall examine, prior to their being
presented to the legislature:
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a) ministry financial budgets;

b) a record of state income and ex-
penditure and a general report on the
generation of these records compiled by
the Finance Ministry, and;

¢) on the appropriateness of ministry
reserve budgets;

2.2. shall examine the properness of
the activities of the executive with re-
spect to the gathering of state taxes and
other income, and to their actual expen-
diture for purposes designated by the
legislature;

2.3. shall oversee that the executive
body does not deviate from the plan that
it has indicated that it will put into ac-
tion;

2.4. shall provide conclusions as to
the beneficiality and fitness for purpose
of the economic plan of action intended
for implementation by the executive, and
oversee whether it is directing the gen-
eral expenditure of national assets in a
way that is lawful and economical;

2.5. shall examine the keeping of ac-
counts and prescribed reports compiled
during the circulation of monetary and
material assets governed by the institu-
tions accountable to it;

2.6. shall examine at a local level the
monetary and material assets, struc-
tures, buildings, and other operations of
the state-owned railway and of all state
enterprises and institutions, as well as
their income and expenditure;
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2.7 shall oversee that the distribution
and transferral of funds to money desks
and budget departments is carried out in
a manner that is proper and expedient;

2.8. shall investigate means of Im-
proving the rules and form of how ac-
counts are kept and compiled, and also
institute regulation in this matter for
which legislative approval is not re-
quired and task its implementation to the
accountable body.”?

According to the Statutes of the State
Controller’s Office, it was the institu-
tion’s duty to carry out advance, subse-
quent, and practical auditing activities;
that is, it was responsible for overseeing
the process of the preliminary planning
and expenditure of state finances, and
subsequently, for examining the actual
outcomes of the expenditure of these fi-
nances.

In compliance with the Statutes, the
State Controller’s Office was obliged to
present an annual report to the legisla-
ture, which was the Democratic Repub-
lic of Georgia’s highest publically elected
representative institution. The legislation
stipulated and specified the fundamental
issues that were to be addressed in the
conclusions presented by the State Con-
troller’s Office as follows: “On the basis of
the material obtained through audit and of
his own deliberations, the State Controller
shall submit an annual audit report to the
legislature by 15 December® that shall in-
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clude the conclusions of the State Control-
ler’s Office as to the following:

a) the completion of general income
and expenditure records in the past bud-
getary period;

b) the proper and improper activities
of the executive, including information
on the outcome obtained from the audit
performed, what improper activity was
revealed during auditing, what losses
were incurred and what penalty imposed
in response, and what criminal proceed-
ings initiated; and

c) the activities of the State Control-
ler’s Office itself during the reporting pe-
riod. The same report should also include
a characterization of fundamental eco-
nomic activity and opinions expressed
about the favourable and unfavourable
aspects of the performance of the levy
system and also of the procedure for the
imposition of tax, customs, and other
sources of state revenue.”

Aside from the designated conclu-
sions, in accordance with the require-
ments of the legislature, the State Con-
troller’s Office was tasked with providing
the Parliament of the Democratic Repub-
lic of Georgia with information and any
required documents in its possession at
any stage and within a reasonable peri-
od of time.

Article 7 of the Statutes of the State
Controller’s Office defined the structure
and composition of the institution as fol-
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lows: “The State Controller’s Office shall
comprise: a) the State Controller, b) the
Deputy State Controller, ¢) the State
Controller’s Office Director of Affairs, d)
heads of section, e) senior auditors, au-
ditors, deputy auditors, and accounting
officials: a secretary, a senior adminis-
trator, administrators, a registrar, their
assistants, and an archivist. Note: In
order to simplify the distribution of au-
diting activities, the State Controller’s
Office shall be divided into sections, and
the sections into individual departments,
atthe discretion of the State Controller.”

Whilst the State Controller and his
deputy were elected to office and dis-
missed by the legislature, all other em-
ployees of the State Controller’s Office
were appointed by the State Controller.®
The State Controller and his deputy were
responsible for the general management
of all of the institution’s activities. The
State Controller’s Office Director of Af-
fairs was responsible for supervising the
sections and for organizing the manage-
ment of the institution’s auditing activi-
ties. The section heads supervised their
respective sections and the departments
of which they were composed, and di-
rectly supervised audits of individual
institutions and projects. The senior au-
ditors directly led the auditing process,
in which they were assisted by auditors,
deputy auditors, and accounting officials.
Instructions for managing the activities
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of specific categories of employee were
compiled by the State Controller.

In compliance with the Statutes, a
collegiate body — the General Assembly
of the State Controller’s Office — was
formed within the institution, in addition
to which separate special assemblies
could also be formed for each section.
The members of the General Assembly
included the State Controller, the Deputy
State Controller, and the State Control-
ler’s Office Director of Affairs; sessions
would also be attended by senior audi-
tors reporting on specific matters.” The
membership of individual section as-
semblies comprised the relevant section
head and senior auditors, and examined
matters relating to the activities of the
specific section. While the regulations
directing the activities of the General
Assembly were essentially specified in
the Audit Charter, the Statutes specified
the Assembly’s fundamental directives,
powers, and obligations as follows:

“a) to annul the claim for repayment
of anincurred loss, whatever the amount,
provided that the claim must be annulled
under laws of duration;

b) to provide an interpretation in ac-
cordance with valid law of any audit-re-
lated issue arising from difficulties as-
sociated with the use of the established
Audit Charter in each individual case;

c) to examine proposals for the is-
suing of new laws or to the changing or
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supplementation of old ones, relating to
shortcomings observed either in report-
ing, or in the course of the auditing pro-
Cess;

d) to provide, at the proposal of the
State Controller, judgement on any mat-
ter on which a ruling from the State Con-
troller’s Office is required, or which the
State Controller considers necessary to
submit to the General Assembly for its
examination and resolution;

e) to consider individual matters
raised during the audit process which re-
quire a special decision or ordinance, as
well as opinions relating to the amend-
ment of economic operations which have
revealed themselves to be detrimental, if
a favourable outcome can be anticipated
from future economic activity following
the introduction of these changes; and

f) to examine the annual report of the
State Controller’s Office prior to its being
presented to the legislature.”®

The Chancellery of the State Control-
ler’s Office was similar in form to a stan-
dard state institution; its staff consisted
of a secretary, a senior administrator, ad-
ministrators, copyists, a registrar and as-
sistants, and an archivist. In compliance
with the Statutes, special importance
was attributed to the preservation and
upkeep of the State Controller’s Office
Archive, which is why, at the same ses-
sion of 6 December 1918, the Parliament
of the Democratic Republic of Georgia
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approved a 29-article Supplement to the
Statutes of the State Controller’s Office
which elaborated the original Statutes’
34" article. The Supplement specified in
detail the regulations for the protection
and upkeep of State Controller’s 0f-
fice documents, accounts, and working
drafts,’ dividing reports produced by the
institution into three categories: Class
1 — reports which were to be preserved
permanently, which were designated as
public, and which would ultimately be of
academic value; Class 2 — reports which
were to be preserved for a specific peri-
od (generally 10 years) for potential use
in future reports; and Class 3 — reports
which were to be destroyed as soon as
they were no longer needed.

Especially important for the effective
operation of the State Controller’s Office
was the development of the institution’s
Audit Charter; this was because prior to
6 December 1918, the set of auditing pro-
cedures in force was based essentially
on the principles of the Russian Imperial
State Control Service, and was as such
unsuitable for Georgia’s institutional
system as a democratic state.

The Georgian Parliament approved the
Statutes of the State Controller’s Office
together with the framework documents
for the institution’s Audit Charter. The
Charter, which comprised 169 articles,
provided detailed regulations for the
management of auditing activities. lts
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first and second articles specified the list
of state and local self-government bodies
and private state contractors which were
subject to audit: “Article 1. Every govern-
ment institution which manages or has
at its disposal public resources, wheth-
er assets or money, or special funds or
monetary reserves, shall be subject to
auditing by the State Controller’s Office
which shall apply both to the movement
of these resources in the control of these
institutions and to completed transac-
tions. Note: a) expenditure by the legis-
lature shall not be subject to audit by the
State Controller’s Office;” b) expenditure
for the support of the State Controller’s
Office shall be inspected by a committee
appointed by the State Controller’s Office,
and shall be approved by the General As-
sembly of the State Controller’s Office;
Article 2. Local self-government institu-
tions, regional and public administrations,
and private companies, co-operatives and
societies are obliged to present a report
to the State Controller’s Office, in each
case individually and in accordance with
the law and statutes, of funds transferred
to them from the state Treasury to meet
the needs of the state, as well as in cases
in which state assets and equipment are
transferred to them in order for them to
make profitable use thereof.”"

The stipulation in the second article
that non-public organizations were like-
wise subject to inspection by the State
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Controller’s Office gave rise to some
highly interesting cases. In order to en-
sure the carrying out of specific econom-
ic activity in the Democratic Republic of
Georgia, the state often made financial
resources (and occasionally natural ones
as well) available to private companies,
in return for which they would accept
the obligation of ensuring the import of
foodstuffs and everyday goods into the
Republic, or of exporting Georgian raw
materials. In these cases, the govern-
ment charged the State Controller’s Of-
fice with carrying out an audit of public
funds allotted to a company for a spe-
cific purpose. It was also common in the
Democratic Republic for public money to
be transferred to public associations and
co-operatives according to their needs
and in order to facilitate certain projects.
Examples of recipients included the Dra-
matic (Theatrical) Society, the Music So-
ciety, the Physical Training Society, trade
unions, the network of public universi-
ties, charitable and women’s organiza-
tions, and social clubs, among others. In
these cases too, it was the responsibility
of the State Controller’s Office to audit
the expenditure of the funds transferred
to the society in question.

The Audit Charter of the State Con-
troller’s Office specified the purpose of
its auditing activities as follows: “Ar-
ticle 3. By carrying out auditing, the
State Controller’s Office shall establish
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to its satisfaction the extent to which
the transactions inspected by it involv-
ing public resources, whether assets or
money, as well as special funds or mone-
tary reserves, have been carried out law-
fully and properly. In addition, the State
Controller’s Office shall establish to its
satisfaction how consistently and fully
the aforementioned resources, whether
assets or money, are protected. It shall
also produce a concluding opinion as to
how economically and expediently the
economic transactions examined by it
are carried out, and how favourable or
detrimental these are to the state. Arti-
cle 4. During the examination of public
resources, whether assets or money, or
special funds or monetary reserves, both
the documentation and practical activi-
ties of the accountable institutions shall
be subject to audit by the State Control
Office.”"

In accordance with the Audit Charter,
the State Controller’s Office essentially
carried out two kinds of auditing: docu-
ment and practical auditing. “Document
auditing shall refer to the examination
of transactions on the basis of actual
documents, files, and ledgers, and also,
where considered necessary by the State
Controller’s Office, the actual practices
of the accountable institutions in reali-
ty. Practical auditing shall be where the
auditor investigates by examining doc-
uments whether the resources, assets,
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and maoney under the management of
the accountable institutions are consis-
tently and fully protected in the place
designated for their storage; where the
correctness and properness of an intend-
ed or already effected transaction are to
be examined locally —at the place of the
transaction’s execution — the correspon-
dence between the documented evi-
dence and reality shall also be examined
locally.”®

Auditing of documents by the State
Controller’s Office was divided into two
kinds — advance and subsequent audit-
ing, whereby state funds were subject to
audit both prior to and following expen-
diture.

In compliance with the Audit Char-
ter of the State Controller’s Office, all of
the state and private institutions whose
public expenditure was subject to audit
by the institution were obliged to sub-
mit reports to it. Employees of the State
Controller’s Office were also dispatched
to acquaint themselves with the site in
question — particularly in the case of lo-
cal government administrations — on a
reqgular basis (local departments of the
State Controller’s Office were also es-
tablished at a later stage).

The Audit Charter included standards
for the protection of state secrets during
the reporting process, which were speci-
fied as follows: “Article 11. Those reports,
notes, and files which involve state se-
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crets shall be presented or submitted to
officials of the State Controller’s Office
inaccordance with a procedure that shall
be established by the State Controller’s
Office in agreement with the relevant
ministry.”™

In compliance with audit legislation,
every state body was obliged in the
event of a specific document, statement,
or some other additional information be-
ing requested from them by the State
Controller’s Office to present the mate-
rials in question to the institution within
a period of two weeks. In the event that
the individual responsible for providing
the required information to the State
Controller’s Office failed to present the
material within the two-week period (or
some other period agreed under excep-
tional circumstances), the State Control-
ler’s Office would fine that individual a
maximum of one half of their monthly
salary, whereby the imposition of such a
fine was final and not subject to appeal.

The Audit Charter set out strict stip-
ulations for the State Controller’s Office
with respect to the auditing of budget-
ary revenues — in particular: “Article 26.
When substantially examining public
revenues, the State Controller’s Office
must satisfy itself as to: whether or not
the amount of revenue has been collect-
ed that was due to be collected under
law and by legal ordinance; whether or
not revenues are entering the Treasury
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in good time; whether prescribed res-
titutions and fines are being imposed;
whether dues from an income penalty
recorded in accounts as received have in
fact been received by the Treasury; and,
where extended deadlines are awarded
for amounts payable, whether or not this
has occurred with legitimate permission
and with the institution’s oversight.”®
The Audit Charter explicitly stated the
conditions in the process of expenditure
from the state Treasury under which it
was necessary for the State Control-
ler’s Office to prepare an advance report,
and prohibited the Treasury from issu-
ing public funds in a particular situation
without an advance report of this kind;
specifically: “Article 48. The State Con-
troller’s Office shall notify the Treasury
of all monetary transactions which are
subject to advance audit; it shall also
provide notification of all circumstances
under which money can be issued under
allocation. Article 49. Allocations which
are subject to advance audit may not be
issued by the Treasury if they do not bear
the stamp of audit inspection.”®
Following auditing by the State Con-
troller’s Office of the activities of a given
governmental institution, cases relating
to potential incidents of improper ex-
penditure of public funds by that insti-
tution which did not concern especially
large sums and which did not require
direct referral to the courts for subse-
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quent investigation would be referred
for examination to the institution’s Gen-
eral Assembly. In cases of this nature,
which generally concerned expenditures
of fewer than 3,000 maneti, the powers
of the Assembly were regulated as fol-
lows: “Article /7. The General Assembly
of the State Controller’s Office shall be
authorized to: a) approve excessive ex-
penditure in a given transaction, arising
from extraordinary circumstances, of an
amount no greater than three hundred
tumani” provided that the excessive ex-
penditure is covered in the same transac-
tion by money saved or left over so that
no loss has resulted; and also to approve
excessive expenditure of an unrestricted
amount in cases in which separate legis-
lation authorizes managers to cover one
particular aspect or part of an excessive
transaction with funds saved from a sec-
ond aspect or part of said transaction,
irrespective of the total amount; b) ap-
prove the expenditure on a transaction of
up to three hundred tumani, even in the
event that such expenditure is accom-
panied by the improper observance of
budgetary regulations, i.e. improper ac-
tion on the part of the accountable insti-
tutions and/or individuals, provided that
the violation committed has not resulted
in any genuine loss to the Treasury; and
¢) leave unchallenged through proceed-
ings any improper expenditure, the total
amount of which over the year does not
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exceed three tumani for each individual
official responsible.”™®

Following the identification of violations
during the audit process, if the violation
did not concern especially large amounts
and did not require immediate referral to
the courts, the State Controller’s Office
would contact the ministry and officials
responsible for the expenditure in question
for an explanation.” Upon identification of
improper expenditure uncovered following
audit, the General Assembly would notify
the head of the body concerned to reim-
burse the improper expenditure; in the
event that restitution was found by the
State Controller’s Office report to be the
responsibility of a minister, the State Con-
troller’s Office was obliged to report this
fact to the legislature.”

In the event that, in the process of
auditing the activities of a given institu-
tion, the State Controller’s Office identi-
fied wrongful conduct and the improper
expenditure of especially large sums,
it would transfer the case materials to
the courts? for subsequent investiga-
tion. Specifically: “Article 92: Provided
that during the auditing of a report, in-
dications of wrongdoing are identified
in the actions either of responsible state
officials or of those implementing their
directions, the State Controller’s Office
shall refer the case to the Court Cham-
ber or military procurator, respectively;
whereas if the case concerns the execu-
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tive’s highest administrators (ministers),
the State Controller’s Office shall issue a
report to the legislature on this matter.”?

In addition to improper expenditure,
depriving the Treasury of income as the
result of improper fulfilment of person-
al responsibility was also a punishable
offence. Specifically: “Article 130. Ac-
countability for deprivation of income
identified in audit reporting shall apply
to officials in the event that this insuffi-
cient income is the result of negligence
or inattentiveness on their part, except
in the event that it is precisely stipulat-
ed in legislation or an individual statute
who other than the officials shall be ac-
countable for the inflow of insufficient
income.””

A state official punished for depriving
the Treasury of income for personal gain,
or for improper and unlawful expendi-
ture, was obliged to pay a penalty; oth-
erwise, the state was authorized to ob-
tain restitution of the amount lost from
the individual concerned by other means.
“Article 126. Legitimate advance action to
ensure restitution shall include: a) freez-
ing of immovable assets; b) seizure of
movable assets; ¢) deduction from sal-
ary, pension, and other income; d) pre-
vention of the issue of own money from
the Treasury to the individual charged
with restitution, and e) the securing of
a surety bond from the aforementioned

individual.””
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The Audit Charter also stipulated
that a public official or other individual
fined as the result of violations detect-
ed by the State Controller’s Office had
the opportunity to appeal the decision
within a specified time limit: “Article
144. An official charged with the paying
of restitution as the result of audit shall
be entitled to appeal at the appropriate
ministry his director’s directive to issue
this verdict within two months of the day
of the announcement of this directive; if
this directive has not been announced,
then the time limit shall be counted from
the day of the directive’s issue.””

The Audit Charter explicitly specified
the broad functions and obligations of the
State Controller’s Office in the process of
carrying out a practical audit: “Article 97.
In order to conduct a practical audit, the
State Controller’s Office shall be entitled,
in the form of its officials: a) to attend
public auctions and competitions; b) to
verify the authenticity of material proper-
ty (inventory and monetary) in warehous-
es and monetary sums in money desks
and in the keeping of individual officials;
c) to verify actual numbers of employees
receiving payment from the Treasury, as
well as the internal economic situation of
military units and of the military admin-
istration, its institutions, and industries;
d) to attend the inspection and approval
of buildings and structures erected and
works carried out, as well as the exam-
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ination and acceptance of all materials
and of all assets required in general; e)
to verify information in accordance with
which work is reckoned, to verify actual
numbers of workers, and to inspect work
in progress and work done at any point in
its being carried out; f) to attend period-
ic inspections of assets, when assets are
transferred from one entity or individual
to another, when reports are compiled to
verify that assets are surplus to require-
ments, are unfit for purpose, or in need of
repair or restoration, and to attend when
assets are newly evaluated or destroyed;
g) to attend local investigations of the
amount of loss resulting from extraordi-
nary circumstances; h) to attend when
test inspections are made to institute
framework regulations or for some other
reason; i) to generally carry out inspec-
tions and verifications, and to attend the
actions of accountable institutions and
individuals relating to the completion of
transactions carried out by them and to
the execution of these transactions and
the circulation of funds and assets relat-
ing to these transactions.””

It followed from this particular article
that the authority of the State Control-
ler’s Office to carry out practical audits
included the inspection of construction
work, with respect to which the Audit
Charter provided a detailed specification
of the institution’s functions and duties;
these included direct auditing of the con-
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struction process, auditing of expenditure
made, inspection of construction materi-
als used and of their appropriateness for
the project, and final inspection of the
quality of the completed construction.

Following the completion of the au-
diting of a particular state institution by
the State Controller’s Office, the audit
report was examined and approved by
the General Assembly. Following this,
the State Controller’s Office was obliged
to inform the particular institution under
audit of the completion of the audit pro-
cess and any violations identified within
no more than one week.

The Democratic Republic of Georgia’s
unenviable economic situation meant
that it constantly faced growing inflation
and budgetary instability. Obligations
assigned by the legislature relating to
the process of achieving financial stabil-
ity included a certain number that were
accorded to the State Controller’s Office.
For example, the Constituent Assembly
took the decision on several occasions to
release new banknotes and to make spe-
cial budgetary loans to state institutions
to enable them to fulfil their obligations.
In this process, the Finance Ministry was
obliged to inform the State Controller’s
Office in advance, and to agree specific
actions with them.?”

The laws and provisions approved by
Parliament on 6 December 1918 represent-
ed an important legislative basis for the
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creation in the Democratic Republic of
Georgia of a EFuropean-type state audit
system. It made detailed specifications
as to the sphere of activity of the State
Controller’s Office, its rights and obliga-
tions, and its functions. Following the cre-
ation of this legislative base, in 1919 and
1920 legislation relating to state oversight
was subjected only to minor alterations.
On 1 August 1919, the Constituent Assem-
bly approved an ordinance concerning a
change to time limits for the submission
of budgetary reports. This change related
to the counting of the budgetary year from
the first of July; whereas the regulations
prior to the change had set the date for
the submission of the annual report of the
State Controller’s Office to 15 December,
following the change this was set to 15
May. On 4 November 1919, a new staff-
ing composition for the State Controller’s
Office was approved,” by force of which
a minor change was made in the number
of the institution’s officials, and local de-
partments of the institution came into be-
ing. This change was brought about chief-
ly by the creation of a new system of local
self-governance in 1918-1919.

At the end of 1920, Deputy State Con-
troller Konstantine Andronikashvili made
a lengthy address to the Constituent As-
sembly concerning a special review of the
two-year activities of the State Control-
ler’s Office which had been reshaped and
renewed following 6 December 1918, in
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which he requested a minor change to the
composition of the institution’s staff and
to the remuneration system for employ-
ees to make it better reflect the impor-
tance of their role overseeing hundreds
of millions of manetiin state expenditure.
Together with these, Andronikashvili pre-
sented a proposal for minor alterations to
be made to the existing legislative base:
specifically, 1. for referral to the courts
in the case of wrongdoing identified fol-
lowing audit to be made more rapid and
efficient, on the basis of the Audit Char-
ter; and 2. for the functions of the newly
created local departments to be better or-
ganized and expanded, and, due to their
broad spectrum of activity, for assemblies
to be established within them.”
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In the early stages of the establishment
of the State Controller’s Office, when the
organization of the state structure of the
new Democratic Republic was being be-
gun virtually or entirely from nil and exist-
ing institutions were continuing their work
on the basis of services put in place provi-
sionally following the 191/ February Revo-
lution, the personnel of the State Control-
ler’s Office was constituted on exactly the
same, provisional basis.

The structure of the state began to
take shape between 1918 and 1919, togeth-
er with the competences of the central
government, the list of its ministries, the
nature of local self-government, and oth-
er key features. In parallel, the necessity
arose both to clarify the personnel and
structure of the State Controller’s Office,
and to revise the principles in accordance
with which it was supported financially.

The structure of the Democratic Re-
public’s new State Controller’s Office was,
unsurprisingly, quite different from that of
the State Control Service that had operat-
ed under the Russian Empire; as a result
of State Controller Philipe Gogichaishvili’s
adoption of the best European practices,
the form taken by the new institution was
both more clearly defined and more flex-
ible.

By the beginning of 1921, the struc-
ture of the State Controller’s Office had
been organized as follows. Its central
body comprised the State Controller, the
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Deputy State Controller, the State Con-
troller’s Office Directorate (Chancellery),
and the State Controller’s Office Archive.
Associated with the central body was the
collegiate body of the State Controller’s
Office — the General Assembly — whilst
the major part of the State Controller’s
Office was structured in sections in ac-
cordance with the objectives defined by
the Statutes of the State Controller’s Of-
fice, and these sections in turn divided
into departments. The State Controller’s
Office also included several territorial
departments that were not subordinated
to a section.

A detailed overview of the SCO’s struc-
ture and personnel is provided below: '

Supervisory and Central Technical
Personnel:

State Controller —1

Deputy State Controller —1

State Controller’s Office Director of Af-
fairs —1

State Controller’s Office Deputy Director
of Affairs —3

Secretary — 1

Administrator —2

Archivist —1

The collegiate body of the central body
— the General Assembly of the State
Controller’s Office — comprised the State
Controller, the Deputy State Controller,
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the State Controller’s Office Director of
Affairs, and the heads of section.

The main structure of the State Control-
ler’s Office was divided into the following
sections and departments internal to these:

First Section

| Department — auditing of documents on
state income and expenditure and infor-
mation-gathering for auditing of the state
budget.

Il Department — auditing of state reve-
nues.

[Il Department — auditing of transfers of
funds and all postal money transfer ac-
counts.

Second Section

| Department — auditing of military ac-
counts.

Il Department — auditing of income and
expenditure reports of the Agriculture and
Procurement Ministries.

[ll Department —auditing of accounts from
all other civilian ministries.

Third Section

Auditing of the accounts of the Railways
and Highways Departments of the Roads
Ministry.

The sections and departments were
staffed as follows:

Section Head — 3

Senior Auditor — 25
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Auditor —47

Assistant Auditor — 74
Registrar —1

Assistant Registrar — 3
Accountant — 58

Treasurer —1

Chancellery Administrator — 35
Typist —6
Courier/\Watchman — 25

Local departments of the SCO were
established in the following locations (in
accordance with their relevance to fiscal
districts):

Batumi Region

Sokhumi Region

Poti (Poti and Senaki treasuries)

Kutaisi (Kutaisi, Chiatura, Oni, Qvirila (Ze-
staponi), and Ozurgeti treasuries)
Sighnaghi

Telavi

Additional departments were planned
in the following locations:

Akhaltsikhe (Akhaltsikhe and Akhalkalaki
treasuries)

Gori (Gori and Dusheti treasuries)
Shulaveri

The local departments of the State
Controller’s Office mirrored the structure
of those of the main body. A draft proposal
submitted to the Constituent Assembly at
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the beginning of 1921 envisaged an expan-
sion of their powers locally and their being
authorized to organize local assemblies of
the State Controller’s Office, to conduct
auditing with regard to matters of local sig-
nificance, and to make their own requests
for legal proceedings to be initiated in the
event of violations. Specifically, the Dep-
uty State Controller, Kote Andronikashvili,
stated that: “.During the formulation of
the Statutes of the State Controller’s Office
and its Subjects, it was envisaged that, at
the appropriate time, once the personnel of
the State Controller’s Office had accumu-
lated experience and expertise, the powers
of the local departments would be extend-
ed to the founding of general assemblies
within their composition and to the reso-
lution of a range of auditing matters at the
local level. The information made available
to us with respect to the activities of the
local departments indicates to us that the
decentralization of central functions of
the State Controller’s Office is becoming
entirely feasible in the present time, as is
the bringing of the State Controller’s Office
geographically closer to local bodies in re-
ceipt of budgetary allocations. According-
ly, the enclosed draft legislation includes
statutes with regard to the aforementioned
local assemblies. As this draft legislation
shows, it is intended that the local as-
semblies should be awarded the power to
initiate criminal proceedings only in those
cases which arise following document, and
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not practical auditing. This delimitation is-
sues from the necessity of consolidating all
cases pertaining to practical auditing with-
in a single body —namely, the central State
Controller’s Office — due to cases of this
nature having a bearing on various mat-
ters which arise subsequently to practical
auditing. Moreover, the General Assembly
of the Central State Controller’s Office is in
possession of greater experience and ex-
pertise, and so has greater competence in
assessing those matters revealed by prac-
tical auditing in the context of governmen-
tal operations...””

In consideration of the changes re-
quested, a total of 593 personnel was en-
visaged for the entire State Controller’s
Office system. The central State Control-
ler’s Office ultimately employed up to 180
people from 1918 on.?

The State Controller
Philipe Gogichaishvili
Philipe Gabrielis Dze Gogichaishvili
was born in the village of Lanchkhuti on
20 January 1872, into the family of a priest.
After
school,

attending Lanchkhuti village
1880-1887  Gogichaishvili
studied at Ozurgeti Seminary; once he had

from

completed his studies there, he continued
his education at Tiflis Seminary, during
which time he became involved in the ac-
tivities of illegal student circles.

After completing his studies at Tiflis
Seminary, Gogichaishvili started working in
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/estaponi as an accounting correspondent
at the firm of manganese industrialist Ni-
koloz Ghoghoberidze. He then worked for a
short period in Batumi, during which time
he was an active member of Social Demo-
crat Circles, and made contributions to the
press; his writings on current affairs were
printed in the newspapers /veria (“Geor-
gia”), Kvali (“Furrow”), Moambe (“Bulle-
tin”), and Tsnobis Purtseli (“Newssheet”).

At various times he made use of
pseudonyms: these included “Ugvaro”
(“Low-Born”), “P.G.”, “P. Patrishvili”, “Pa-
trishvili”, “Luchiola”, “Marabu”, “Parizeli
Kali” (“Parisian Woman”), “Georgiana”,
“Shinauri” (“Kinsman”), “Sazghvargareteli
X-1I" (“the Foreigner from X”), “Georgia-
no”, “Poor Georgeson”, and “P.P.”.4

In 1894, Gogichaishvili was sent abroad
by Petre Umikashvili (a public figure and
folklarist) at the latter’s own expense to
receive a higher education. Gogichaish-
vili began his studies in Germany, at the
Department of Economics of Leipzig Uni-
versity’s Faculty of Philosophy, where he
went on in 1901 to defend his doctoral dis-
sertation, Primitive Forms of Trade and En-
terprise in Georgia, which was published
in Tlbingen. His studies also included a
semester at the University of Munich.

He subsequently lived and worked in
Paris until 1902, where he continued his ac-
ademic research. Returning to Georgia that
year, he became actively involved in socie-
tal and political life. He also continued his
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work in economics, publishing research on
economic problems faced by Georgia and
the Caucasus, agricultural challenges, de-
mographics, finance, and statistics. He be-
came one of the founders of the Georgian
Socialist-Federalist Revolutionary Party.

Between 1903 and 1913 he headed the
Bureau of Statistics of the Caucasian Ag-
ricultural Society.

Between 1905 and 1906 he was Edi-
tor-in-Chief of /veria.

In 1909 he was arrested by the Tsarist
regime on political grounds.

Between 1914 and 1916 he was Repre-
sentative for the Caucasus of the All-Rus-
sian Union of Local Self-Governments (the
All-Russian Zemstvo Union).

In 1918 he became a member of the
Founding Society of the Georgian Universi-
ty of Tiflis (later Tiflis State University), and
served as a lecturer at the university and as
its treasurer from its founding onward.

From 1918 onward he served as State
Controller of the Democratic Republic of
Georgia.

In 1920 he served as part of a Georgian
economic delegation sent to Western Eu-
rope. Gogichaishvili succeeded during this
time in acquiring and sending key aca-
demic literature to Georgia to form part of
the university library.

Between 1918 and 1920 he was a mem-
ber of the editorial board of the journal
Sakartvelos Ekonomisti (“The Economist
of Georgia”).
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In 1921, following the occupation of the
Democratic Republic of Georgia by Soviet
Russia, he ceased to be politically active,
although he continued his academic work.

Philipe Gogichaishvili led the first efforts
to translate Marx and Engels’ major texts
into Georgian. He also translated many oth-
er academic works relating to economics.

Between the 1920s and 1930s, he
worked in planning committees of the
Georgian Soviet Socialist Republic and
Transcaucasian Socialist Federative So-
viet Republic, the People’s Financial Com-
missariat of the Georgian SSR, and the
Central Office of Statistics.

He died on 729 March 1950 at Thilisi
Railway Hospital, and is buried at Vake
Cemetery.®

Deputy State Controller
Konstantine Andronikashvili

Konstantine (Kote) Emanuelis Dze An-
dronikashvili was born in 1876 in the vil-
lage of Kachreti in the Sighnaghi District
(Uezd) of Tiflis Governorate, into the fam-
ily of a prince.

He received his secondary education in
Tiflis, completing his studies at Tiflis” 3
Gymnasium in 189/.

He then continued his studies in Rus-
sia: first at Moscow University’s Faculty of
Law, then, from his third year, at Kiev Uni-
versity (1899-1900), although was expelled
from his studies and even imprisoned for
participation in the university’s student
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movement (which was initially of an ac-
ademic nature before becoming political).
He spent approximately five months in
Kiev prison, following which the Head of
Kiev Gendarmerie, Vasily Novitsky, gave
him 24 hours to leave the city and sent him
back to his home village, which he was no
longer permitted to leave.

From 1903 he was under open police
surveillance.

After returning to his village, Andron-
ikashvili became involved in pedagogical
activities, preparing children for secondary
education and contributing to the press.

He used the pseudonyms “K. Kakhe-
li” (“K. Kakhetian”), “K. And-shvili”, and
“Konst. Androni” 8

He made occasional illegal trips to Ti-
flis, where he established contact with
the Tiflis Committee of the Russian So-
cial Democratic Workers’ Party. Only four
years later he was given permission to
move to the city, where he became espe-
cially close with Irakli (Kaki) Tsereteli, then
Editor-in-Chief of newspaper Kvali, which
was the mouthpiece of the Georgian Social
Demaocrats. He worked together with him
on the editorial board, until, on 13 January
1904 (Old Style), both were arrested by the
Okhrana’ (together with 20 others at the
meeting of a Social Democrat collective at
the flat of Water Administration draughts-
man Samson Paichadze at Mountain Engi-
neer Andreev House, 12 Sanapiro/Gymna-
sium Street) and placed in Metekhi Prison.
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On the orders of the leadership of Ti-
flis Governorate Gendarmerie, he was
released on 20 February of the same year
and made subject to special surveillance
measures.

Five months later he was exiled to
Kachreti once again, where he continued
working with the peasants, founding or-
ganizations, and establishing contact be-
tween these and the Tiflis Committee of
the Russian Social Democratic Workers’
Party.

During the 1905 Revolution he returned
to Tiflis, from where the Committee dis-
patched him to the city of Alexandropol
(present-day Gyumri) to facilitate contact
between the railway depot workers’ orga-
nizations of Yerevan and Kars and the Cen-
tral Committee of Transcaucasian Railway
Workers, which initiated a general strike
of railway waorkers in December 1905 that
caused the paralysis of the railway lines.

In 1906 he returned to Tiflis. He worked
at the legal Social Democratic newspa-
pers Elva (“Lightning”) and Skhivi (“Ray”),
which were edited by Noe Zhordania and
Philipe Makharadze, and contributed to
the journal Mogzauri (“the Traveller”),
writing articles on economic iSsues.

He used the Party pseudonyms “Ka-
kheli” (“the Kakhetian”) and “Archili”.

In journals under the surveillance of
the Okhrana, he used the pseudonym “Tsi-
turi Inteligenti/ Rizhiy Intelligent” (“the
Red-Headed Intellectual”).
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In 1906 he took part in the election
campaign for Russia’s First State Duma;®
during this period, the Imperial Gendar-
merie located an illegal printworks in Av-
labari and, amid the mass searches and
arrests that followed, Andronikashvili
was arrested on 15 April 1906 (Old Style)
together with other editorial staff mem-
bers of Flva (formerly Skhivi). He spent the
years 1906 to 1909 in prison, having been
found guilty both in relation to his activ-
ities in Alexandropol, together with 38
other political criminals, and in connection
with the illegal printing operation in Av-
labari. Following these verdicts, in 1911 the
High Court of Tiflis sentenced him to per-
manent exile in Siberia, stripped him of his
title, and transported him to the village of
Kuznetsovo in Yenisei Governorate.

Six months into his exile, Andronikash-
vili escaped; he went into hiding in Mos-
cow, where he used false student identi-
fication (belonging to somebody else) to
return to the Faculty of Law. Nine months
later, he was forced to go abroad.

He first lived in Geneva before spend-
ing a year in Paris, where he completed
courses in electrotechnology before re-
turning to Switzerland. While abroad, he
continued to contribute to Social Demo-
cratic publications, and was Secretary of
the Foreign Bureau of the Russian Social
Democratic Workers’ (“Menshevik”) Par-
ty. Prior to the 1917 Revolution he lived in
Lausanne, following which he returned to
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Russia via England (and not via Germany,
due to the fact that the conflict between
Germany and Russia in the then-ongoing
First World War had caused considerable
controversy among political emigrants
from the Russian Empire with respect to
the best return route). Following his return
he resided in Telavi, where he was a rep-
resentative of the Ministry of Internal Af-
fairs and Mayor of Telavi.

In November 1917 he was elected a
member of the Georgian National Assem-
bly.

From February 1918 he was a member
of the Transcaucasian Seym.

On 26 May 1918 he signed the Declara-
tion of Georgian Independence.

In 1918 he was a member of the Dem-
ocratic Republic of Georgia’s Parliament.

From 12 March 1919 he was an elect-
ed member of the Democratic Republic of
Georgia’s Constituent Assembly on the
list of the Georgian Social Democratic
Workers’ Party. He served as Chair of the
Constituent Assembly’s Military Commit-
tee, and as a member of its Constitutional
Committee.

During the same period he served as
Deputy State Controller.

In February 1921, during Soviet Rus-
sia’s assault on the Democratic Republic
of Georgia, he was appointed the govern-
ment’s Extraordinary and Plenipotentiary
Representative in the District of Telavi.

Following the occupation, he remained
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in Georgia and continued his activities with
the Georgian Social Democratic Workers’
Party underground. During 1921, together
with other party leaders he attempted,
via unofficial channels, to negotiate with
leaders from the Bolshevik regime in order
to achieve a compromise and legalize the
party, but in vain.

He served during this time in the Cen-
tral Cooperative Union (“Tsekavshiri”) as
Chair of the Board of Administrators.

He was arrested on 4 November, 1921
in Tiflis, in his own home, and freed at the
end of 1921 following Tsekavshiri interven-
tion.

In order to prevent demonstrations
planned to mark the anniversary of Geor-
gia’s occupation, he was imprisoned for a
second time on 10 February 1927 together
with other leaders.

Due to illness, in August 1922 he was
granted conditional release.

In March 1923, following the imprison-
ment of Nikoloz Kartsivadze, the Chair of
the Georgian Independence Committee,
which was preparing a rebellion against
the Soviet regime, he assumed this role
in his stead. During this time he used the
Party pseudonym “Vakhtang”.

From the beginning of 1924, he led
preparations for a general uprising. During
the anti-Soviet uprising of August 1924, he
then joined other Independence Commit-
tee members and the commander-in-chief
of the rebels, Spiridon Chavchavadze, in
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crossing over to the rebel warlord Kakutsa
Chologashvili’s camp close to Tiflis.

Following the uprising’s defeat, on 4
September Kote Andronikashvili and lason
Javakhishvili were arrested by a Bolshevik
cavalry patrol after a brief skirmish near
Shio-Mhgvime Monastery. The same eve-
ning, negotiations took place in the Trans-
caucasian ChK® building between mem-
bers of the Independence Committee and
the arrested leaders of other Georgian po-
litical parties on one hand, and the leaders
of the Georgian and Transcaucasian ChK
— Epiphane Kvantaliani, Lavrenti Beria,
and Solomon Mogilevsky — on the other;
as a result, the Independence Committee
published an address to the rebels calling
upon them to cease fighting and surrender
their arms, and characterizing the uprising
as a “reckless venture” waged by Geor-
gia’s “upper classes”. In response to this
compromise, that night the ChK ceased
mass executions of political and other
prisoners and civilian suspects.

From 15 July to 3 August, Kote Andron-
ikashvili, together with 46 other political
prisoners, was tried by the Supreme Court
of the Georgian SSR in the so-called “Par-
ity Committee® Trial” for organizing the
anti-Soviet uprising in August 1924. The
court sentenced Kote Andronikashvili to
death, although due to the amnesty this
was commuted to 10 years’ solitary con-
finement. He was ariginally imprisoned in
Metekhi’s No. 2 “House of Corrections”,
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and was supposedly then sent to political
isolation prisons in Yaroslavl and Suzdal.
The subsequent fate of Kote Andron-
ikashvili is unclear. In summer 1936, the
Kamen District Department of the NKVD
arrested a large group of exiled Georgian
Social Democrats in the so-called “Siberian
Centre” case, on charges of illegal anti-So-
viet activity; the investigation materials
name Kote Andronikashvili as the “Cen-

r.”

tre’s” leader. The majority of those arrest-
ed, including Constituent Assembly mem-
bers, were executed in various regions of
Siberia during the Great Terror of 1937-38.
Kote Andronikashvili was presum-
ably among the Great Terror’s victims,
although there is no record of him in the

Russian-language “Books of Remem-

» 11

brance”.

State Controller’s Office
Director of Affairs
Ivane Antonis Dze Smirnovi
(Ivan Antonovich Smyrnov)
Regrettably, virtually no information
on lvane Smirnovi is available. All that is
known is that, in the 1910s, lvane Smirnovi
held the rank of “active state councillor”
(J],e|7ICTBI/ITeJ'IbeII7I CTATCKNII COBETHUK — ac-
cording to the Russian imperial system
of civil ranks, a 4" class rank equivalent
to that of an army major-general, held by
heads of department, governors, and sim-
ilar) as the head of Tiflis Audit Chamber.”
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The report for the years 1918-1919' prepared
by the State Controller’s Office shows in
detail the gravity and complexity of the
challenges that confronted the newly es-
tablished institution, together with the
amount of work that it was obliged to car-
ry out in order to address these.

The first steps taken by the State Control-
ler’s Office were directed towards resolving
the greatest of these challenges: regulating
the proper administration and documenta-
tion of state financial transactions. In order
to confront this issue, the institution estab-
lished the following objectives:

- Acquainting itself with case studies
of major economic transactions

- Acquainting itself with the compe-
tences of relevant state institutions and
individuals working within the system

- Putting in order budgetary account-
ing and the submission of documentation
to the State Controller’s Office

Although, in light of the ongoing state of
crisis and chaos in which the government of
the Democratic Republic of Georgia found
itself, it was clear from the outset that it
would be impossible for the State Control-
ler’s Office to pursue these objectives to
the fullest extent possible, the institution
nevertheless began studying accounts in
their current condition, which, whilst by
no means fully consistent with reality, did
provide the State Controller’s Office with
an approximate impression of the resourc-
es at the state’s disposal; in combination



bobgemdFogm  Jmbhtmemds  gbgthgoy-
o d0dobms yzgmd  bodobobhtmbs s
179900, BmgTgbtrnggoobem  8baat0dfom-
dmgdgoo o Jgbodedobo  domomgdgdomag
CIGNNON Y

dmoztmools bbomdgol dnodogew qbf-
€0mEd bsbgmdFonm 3mbhtamenomen b
30BdHOM@momEnl 93bobogo, MMM ©o-
30130009090 3o3MbRHEmmgdgmn  mbs-
Bl Focrdmdsagbgemo.

1918 Fombag hogodos dhogogmobol bedo-
ol om3ndgbhnto cgzoBos.

domgamo 3 bbols gobdsggmmdsdo bebgema-
Fogm 3mbhHOmmols 0865336rm3amgol dyds-
™0 G LAszMO N Mgz0ddo 93000 ©o
30,8y o30bGg07mo  13b0d3bgmmmzbgLo
03mEbgoal Jgbsbtrgmygdme dmgmo 8de-
€00 B93obo3zgmnteo dndemdos — Jgdm-
OO0 04 bomadmb bvsmgddo dndomds.

38bO3mad 3mdmgddo oym bebgema-
03 30bdhmmols bagsmm goosbomolig-
39; 306390 Lbedydom Fanols aobdogemmaosda,
300000l Fgdntgools o ,aegtmabgdoly”
3eeodogdol godm, dmbgamgms dggemo bofo-
0 833060 93304ma30emgdsls gedmbogezo.
300056700 o0doos 3ol Fgdwga, oy bobgan-
IFogzm  3mbhtmmomdds gém-glma bggd-
gool @odzg — Bganbody — Lodbsbyosb
3o0m30l MmO, 3mbhHGmmOl 0obdddhma-
s Bganbodols obsgogsw Ladtrmigb-
O™ Fgoomoom dodotomgl gmaohondgogmol
5 03 3Omdgbnol dgbebgd bmdsd ggatmm
boBmgomgdedwgE doomfos. Solmbow 3ot~
3990 beEosm-©gdmitonogmo 3eMiHnol
™030300 30 @oBgmds  ,96mMmded* dm-

The Activities of the State Controller’s Office

with information obtained in parallel from
the organization of documentation reflecting
state institutions’” income and expenditure,
this made it possible to analyse the present
situation and plan future action.

The State Controller’s Office energeti-
cally contacted each ministry and institution
with requests that they put their accounts in
order, and also supplied them with relevant
instructions as to how to do so.

Sessions of the government were con-
sistently attended by the State Controller or
Deputy State Controller as representative of
the independent regulatory body.

A document audit of Tiflis Treasury was
also carried out in 1918.

Throughout this time, the employees of
the State Controller’s Office were obliged
to work under force majeure conditions: in
order to carry out the highly urgent tasks
assigned to it, the entire institution worked
overtime, and a practice of working during
evening hours was introduced.

No less problematic was the restructur-
ing of the personnel of the State Controller’s
Office; during its first operating year, those
of the institution’s officials who had been
employed in its previous incarnation ex-
pressed clear discontentment with the policy
of reducing and “Georgianizing” its work-
force. The situation became tense after the
State Controller dismissed one section head,
/edginidze, from his post. State Controller’s
Office employees wrote a letter of protest
to Gogichaishvili in defence of Zedginidze,
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knowledge of which reached wider society.
In response, the official newspaper of the
ruling Social Democratic Party, Ertoba (“Uni-
ty”), subjected the officials’ protest to sharp
criticism, and declared such a concerted de-
marche of employees against government
“ministers” to be unacceptable. It is notable
that the opposition Socialist Federalist Party
newspaper Sakhalkho Sagme (“Public Af-
fair”) devoted its own pages to elucidating
the positions of the officials participating
in the protest (who did so anonymously, as
was acceptable practice in the press of the
time). A critical letter regarding the work of
the State Controller’s Office written under
the pseudonym “the Auditor” was printed in
the newspaper in three parts.? A significant
portion of the letter censured Philipe Gog-
ichaishvili for his “dour manner” and exces-
sive demands, which hardly took into account
the highly challenging conditions under which
his staff were working. The newspaper per-
mitted this criticism in spite of Gogichaish-
vili being a fellow member of the Federalist
Party. As for the work-related aspects of the
criticism, these did not differ greatly from
those aspects that the State Controller him-
self was forced to present in the annual re-
port, including narrow deadlines for advance
auditing resulting in a superficial attitude to-
wards work, a shortage of staff and lack of
prafessional training, insufficient stringency
in practical auditing, and other such factors.

Between 1918 and 1919, practical auditing
was carried out in the following areas:
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The Activities of the State Controller’s Office

Civil Institutions

The Central Procurement Council:®

The procurement transactions of the Central
Procurement Council were subjected to audit.
The depot of the former Procurement Minis-
try in Tiflis was inspected.

The institutions of the Ministry of Agricul-
ture:

Kojori State Estate

The wine storehouse of the former “appa-
nage estates”

Kakheti state estates:

« Tsinandali

» Mukuzani

- Napareuli

Borjomi State Estate

The institutions of the Procurement Com-
mittee:

The Kutaisi Department of the Procurement
Committee

The Tiflis Depot of the Procurement Com-
mittee

Military Institutions:

The Georgian Cavalry Regiment

The Georgian Corps

The Georgian Cavalry Squadron

The First Infantry Division

Tiflis Military Hospital

Military units operating in Borchalo District

Each state institution had its own prac-
tices for oversight. This was the state’s first
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round for the implementation of budgeting,
which was followed by the involvement of
the State Controller’s Office, which took
partin internal audits and in the re-inspec-
tion of institutions already inspected. The
inspectors of the State Controller’s Office
took part in a total of 45 such internal au-
dits.

Advance auditing of Treasury
transactions

The State Controller’s Office contacted
all ministries, civilian, military, and law en-
forcement-related, with the request to sub-
mit allocation requests and documentation
in accordance with established law.

It inspected the financial transactions
of the majority of state institutions and
requested corrections to or halted a large
number of them due to a lack of appropriate
documentation. This resulted in the preven-
tion of several millions in unsubstantiated
expenditure.

Auditing of the State Railways and
Highways Departments of the Roads
Ministry

The State Controller’s Office made a
detailed inspection and examination of
the State Railways Department’s income
and expenditure for 1918-1919 and of the
condition of its technical inventory. During
its audit of planned expenditure, the State
Controller’s Office discovered gaps, and, in
accordance with the regulations, halted the
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transfer of funds until justification of the ex-
penditure was submitted.

Similar inspection of transactions relat-
ing to the Highways Department revealed
unjustified allocations, which began to be
halted pending a more precise characteri-
zation.

The Automobiles Department of the
Roads Ministry was also inspected, in addi-
tion to the ports of Poti and Sokhumi.

The Railways and Highways Depart-
ments were also subjected to advance au-
diting of planned expenditure.

Between 1918 and 1919, representatives
of the State Controller’s Office participated
in sessions of the Councils of the Railways
and Highways Departments and examined
2,181 reports, also attending 1,219 sessions of
the councils’ standing committees.

The following practical audits of railway
stations were carried out:

1918 — 41 stations and 50/ passenger
trains

1919 — 91 stations and 326 passenger
trains

General auditing of railway materials
depots began in 1918 and continued for a
year. The system was determined to be in a
catastrophic condition, and measures were
taken under the supervision of representa-
tives from the State Controller’s Office to
ensure that existing assets were properly
registered, stored, and managed.

The work carried out yielded an analysis
of the condition of Georgia’s strategically
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important transport infrastructure and of its
future prospects, which, under conditions of
ongoing warfare, appeared grave.

Auditing of the 1918-1919 Budget

The State Controller’s Office made a
study both of income and expenditure for
the year 1918 as reported by the Finance
Ministry, and of the circulation of cash with-
in the state Treasury.

A significant obstacle was presented by
the existence during 1918 of various treasur-
ies organized on a temporary and arbitrary
basis (within the military, the railways, the
Procurement Committee, the state estates,
the ports, and elsewhere), the funds mobi-
lized by which were not sent to the Central
Treasury, but instead retained on-site in
order to conduct transactions required to
ensure the continued existence of these in-
stitutions under the conditions of chaos and
financial and economic crisis that reigned in
the country during this time.

The aforementioned circumstances,
in addition to ongoing confusion as to the
accounting documentation to be submitted
for audit and the deadlines for these sub-
missions, hindered analysis of the data for
1918 until, through a special mobilization of
its entire workforce, the State Controller’s
Office succeeded in putting the procedure
for the acceptance of documents in order
and re-examining all materials. By 1919, the
situation had begun to improve, although
the issue of ministries failing to submit au-



30dm393000 Mhgdms botgzodom m3y-
39600l omagboen 300080 ofmmgdols
36rmdengds bodobolihtrmgdols dbérnsb.
3bHOMmEBs gptomgds omdm o3-
ol ddHomools boggmbidhm goatoibggdol
3mbomasg, Gobo Gg30d0nl dgogaon godm-
033909, ©m3 3603bgmm3eb ©atIr39370Ld
©d Jgoghbgdgol dgomo oM 3gmbos o
3odM0Ebggdol  0bhyblogmds  dmdomady-
0 ©0E0 bomdsl 5hzgbgdms bebgmadFogml
2030656L700 M3gMogogdel dodsto.
bobgamadFosm 3mbhdmmads hoshatas 1919
Femols domz2gmol FobsbFodo 6308093 3mbe-
Gragmo 06 ©d330Yma3nms Jomemm 396-
OGP0 MOEebmgdal  Fgdm§dgdem o
003mddgms €rgaombymo gsbymanmgdgong.
Fo68magbogmn sbogbgogoowob, 2oddn — 152
603 436 dobgo0, bvnobog 3mbhtmmads o
©033()3030 @sbEmmgdom 15 bomoboom ©o-
Lbadmmgdol gmbemmdols godm, beenem 68 000
000-3cog gowam Jgdamdo 6g30800bsm30b.

ROJH™IM 030 3mbhtrmemo 1919 Fgmb
20gdhmdc030 6930800 1919 Fanols gob-
dogemdsdo 1Fysgihe© HoMogdmos; dbm-

o bodbgo®m 1fygosdo  bobgmdFoom
30b@GMEol 6300m-gdds dmbofFogmgmds

doomgls 3mdobools 155 bbmdsdn, begnem 115
bbmdol 0bognshmmgdo megewsg 0y3bgb.
6193080900 hohoms bsdbgotrm bedobol-
OO™3o, ROmbEHB dmddgoo ohdools B o-
ddo, Lobosmbm agetwosdo, 39bhtomy®
LobGOLOmM LeddmYn, B3slnsbo Jomammgdols
0303800 9gu3gngnsdo, Lodsgnddm
Loddormz9m™do, Smtrhgddo o o.3.
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dit documentation within the established
deadlines remained a key prablem.

The State Controller’s Office also devot-
ed its attentions to the circulation of money
in the form of postal transfers, auditing of
which revealed no significant violations or
obstructions; the rate of transfers demon-
strated a great deal of trust towards gov-
ernment financial transactions on the part
of its citizens.

Italso carried out an advance audit of the
1919 budget. Not stopping at the inspection
of central bodies, the institution also de-
ployed its own regional departments. Of the
allocations submitted, which amounted to a
total of 152,603,436 maneti, the State Con-
troller’s Office declined to approve approxi-
mately one fifth due to an absence of proper
Justification, while up to 68,000,000 maneti
of allocations were suspended pending fur-
ther auditing.

Practical Auditing in 1919

Practical auditing was carried out in 1919
on a continuous basis; in the military alone,
auditors from the State Controller’s Office
participated in 155 committee sessions, and
were themselves the initiators of 115.

Auditing was carried out of the War
Ministry, of units of the army active on the
front, of the National Guard, of the Cen-
tral Procurement Council, the Office for the
Preparation of Bonds, the Penitentiaries
Administration, the ports, and other institu-
tions.
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A considerable amount of attention was
devoted to practical auditing of the institu-
tions of the Agriculture Ministry, whereby a
subject of special interest was the ongoing
process of land reforms and issues relat-
ing to the distribution and disposal of land,
forests, and timber materials which had
passed into the possession of the state in
this process.

The 1919-1920 Report

The occupation of the Democratic Re-
public of Georgia by Soviet Russia in Feb-
ruary-March 1921 brought the activities
of its state institutions to a halt, and the
State Controller’s Office was unable to fin-
ish preparing the 1919-1920 report, which,
in addition to providing an intriguing pic-
ture of how far the state administration
had progressed with respect to the orga-
nization of its accounts, would also have
given the managers of the State Control-
ler’s Office the opportunity to analyse the
nation’s general economic condition and
outlook for the coming years. The State
Controller’s Office Director of Affairs had
already distributed a directive® in 1920 de-
tailing how the report for the period was
to be prepared, which enables us to form
an impression of how it would have been
structured. The report was to comprise the
following sections:

- Finalized figures for allocations —taken
from advance auditing of all ministries for
the years 1919 and 1919-1920
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+ Funds requested and their purpose
as submitted for advance auditing; what
proportion of these had been approved,
what proportion delayed, and what pro-
portion declined; and whether criminal
violations had been detected in account-
ing practices

Advance audit data for estimates
of costs for economic plans, construction
projects, contracts, and procurement (with
numbers of requests enclosed) — whether
the expenditure requested was reduced by
the State Controller’s Office in each individ-
ual case

- Analogously — conclusions as to per-
sonnel numbers for the permanent staff of
every ministry and state body

Expenditure allocations, permanent
staff wage rates, increases in expenditure,
and information on the reasons for these
submitted by every ministry, including a re-
port as to how many of these were reduced
by the State Controller’s Office and why

- What measures were taken by the
State Controller’s Office independently on
its own Initiative with respect to practical
auditing, and in what form these were im-
plemented

« How many and which committees of
various bodies were held with the participa-
tion of State Controller’s Office representa-
tives, and the outcomes of these

- What measures were taken to obtain
reports for 1918 and 1919, and whether lacu-
nae had been rectified
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- Whether, during 1919, every state or-
ganization had operated lawfully and with
its approved workforce, or, for example, had
made staffing decisions only on the author-
ity of the ministry in question (with specific
examples)

« The results of auditing of state income
and expenditure, together with information
on expenditure related to the liquidation of
state assets

« Information on the degree of confor-
mity between advance and final accounts.
Explanations as to improper expenditure

- Report from the First Department of
the State Controller’s Office

+ Report from the Second Department of
the State Controller’s Office

+ Report from the Third Department of
the State Controller’s Office

Report on railways and highways
transactions

In November 1920 the State Controller
presented® the results of his institution’s
audit of the Finance Ministry’s 1920-1921
budget to the Constituent Assembly. In ac-
cordance with law, the State Controller’s
office examined the planned expenditure in
detail, identified lacunae, and reduced ex-
penditure by 330,249,106 maneti on grounds
of lack of justification; the State Controller
also provided the Constituent Assembly
with materials relating to the advance au-
diting of the expenditure of each ministry.
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Under the Statutes of the State Controller’s
Office adopted by the Parliament of the
Democratic Republic of Georgia on 6 De-
cember 1918, the institution was obliged to
submit an annual report on its activities to
the legislative body by no later than 15 De-
cember each year. Subsequently, as a result
of amendments introduced to the Republic’s
budgetary legislation in 1919 which set the
date from which state budgetary expendi-
ture was to be calculated to 1July, the date
for the submission of the annual report was
changed to no later than 15 May. Although,
in spite of the absence of a planned budget
and the disordered state of the financial sys-
tem hampering the work of the State Con-
troller’s Office during the early months of in-
dependence, it did manage to conduct audits
of individual state institutions, it did not suc-
ceed in submitting its first complete annual
report to the legislature until May 1920.

As was the case for all of the states that
had emerged anew in the wake of the First
World War, 1918 was an extremely difficult
year for the Democratic Repubic of Georgia,
and this was especially true from a financial
point of view. Following the declaration of
Georgia’s independence, a full year passed
before a financial plan or budget could be put
in place. State revenues and other financial
resources obtained on a spontaneous basis
during this time (chiefly, from new issues of
money) were spent just as spontaneously —
for the most part, on military objectives and
the upkeep of the state administration. The
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need to fight defensive wars and to count-
er internal Bolshevik uprisings inspired by
Soviet Russia resulted in more than 30% of
the Democratic Republic of Georgia’s state
budget being spent on defence (this would
rise to almost half of the budget between
1920 and 1921). Accordingly, a large share of
the work done by the State Controller’s Of-
fice centred on examining expenditure by
the War Ministry." The Minister of Finance,
Trade, and Industry, Konstantine Kandelaki,
pointed out in a report submitted to the gov-
ernment in 1919 that “We have spent a year of
our existence as an independent state with-
out a budget. The domestic and international
political situation over the course of the past
year has made it impossible for the govern-
ment to develop even approximate estimates
with respect to state income and expendi-
ture. The greatly volatile nature of political
circumstances during this time has deprived
any kind of advance estimates or reporting
of a basis..Enveloped in the flames of anar-
chy and rife with enemies both internal and
external, Georgia has been faced simultane-
ously with the need to set about putting the
running of its affairs in order and the obliga-
tion to eliminate the Great Caucasian Front
by its own might alone. There have been
innumerable tasks to face, whilst the state
apparatus inherited by Georgia, which lies
in tatters, has been wholly unsuited to these
new challenges. Yet it has been impossible
to demolish the existing apparatus with a
single blow without first creating a replace-
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ment system for governance and manage-
ment..\We have no past example on which to
base a future economic plan of action, and
especially not budgetary estimates.”

On 14-16 Februrary 1919, the Democratic
Republic of Georgia held universal demo-
cratic elections to its legislative body, the
Constituent Assembly. At the Constituent
Assembly’s second session, the Republic’s
coalition government stepped down, and
the Assembly began the process of forming
a new government. Following the elections,
the State Controller, Philipe Gogichaishvili,
also stepped down. On 14 March 1919, the
Constituent Assembly heard a report on the
State Controller’s nine-month period in of-
fice and approved Gogichaishvili’s request
to step down, although it charged him at the
same session with continuing to perform the
duties associated with the position until a
new State Controller could be elected.

Philipe Gogichaishvili presented his report
on his nine-month period as State Controller
to the Constituent Assembly in the form of an
address. He began by surveying the process
by which the State Controller’s Office had
been established as an institution, which had
begun on TJune 1918 and by spring 1919 was
largely complete. His address emphasized
the fact that, in the turbulent period follow-
ing the February Revolution and in the early
months of independence, the procedures for
the circulation of state finances had been
entirely disrupted. According to Gogichaish-
vili, the problem had been clearly apparent:
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“Several states of affairs were indicative
of the fact that various institutions were no
longer taking budgetary planning and mon-
ey management regulations into consider-
ation, that revenues had ceased to flow into
the Treasury almost entirely, that many tax
collectors were spending funds coming into
their possession to maintain their own offic-
es and meet various economic needs without
submitting reports to the State Controller’s
Office, and that economically relevant work
was not being carried out in consideration of
and conformity with the requirements relat-
ing to money management and accounting
issued by the Treasury.”

The State Controller pointed out in his
report to the Constituent Assembly that,
following the development of the new leg-
islative framework, between December 1918
and March 1919 the State Controller’s Office
had, by implementing the powers granted to
it and auditing the budget of each institution
in advance, saved the state Treasury several
million maneti in unnecessary expenditure,
including up to three million that had been
withheld from the National Guard at the re-
quest of the State Controller’s Office due to
a lack of appropriate accompanying docu-
mentation demonstrating the expenditure’s
necessity.* As the result of its detection of
erroneous calculations, between December
1918 and January 1919 the State Controller’s
Office had saved the state Treasury more
than seven million maneti. Advance inspec-
tions conducted by the State Controller’s
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Office between 1918 and 1919 had resulted
in the refusal of up to 13 million maneti in
expenditure requests from the Railways De-
partment alone. Gogichaishvili also reported
in his address that several million maneti
worth of property stored in the warehouses
of the Railways Department was entirely
unrecorded, and that the state possessed no
information as to how much income it could
obtain from these resources.

Ssumming up, Gogichaishvili ended his
address as follows: “As such, my own activ-
ities and the work of the State Controller’s
Office entrusted to me during the reporting
period (1July 1918 —14 March 1919) have taken
the following form: 1) The State Controller’s
Office has been reformed in conformity with
the requirements of our state, as expressed
in the law of 6 December 1918. 2) Measures
have been taken to regulate the state sys-
tem of accounting and the submission of re-
ports for audit, and their inspection begun. 3)
Many areas of the state economy have been
investigated in which disorder, inattentive-
ness, and wrongdoing have been discovered,
as reported to the relevant institutions and to
the government on the occasions in question
in order for appropriate action to be taken. 4)
Incorrect, untimely, and inappropriate expen-
diture totalling more than 32 million maneti
has been prevented as the result of advance
auditing, the inspection of requests submit-
ted to the Treasury, and practical auditing.”

In spring 1919, the Constituent Assem-
bly approved the state budget for 1919-1920.
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State expenditure was systematically allo-
cated in accordance with this document, and
the approved budget became the chief point
of reference for the activities of the State
Controller’s Office. The existence of an allo-
cated budget alone was not enough to ease
the institution’s task, however, due to the
fact that the administrative structure of the
state had not yet been fully configured, and
neither were the Republic’s officials distin-
guished by high standards of responsibility
in public service.

In spite of the fact that the law of 6 De-
cember obliged state institutions to submit
budgets for planned and completed work
and other documents for audit without ob-
struction, various bodies were consistent-
ly late in submitting documentation to the
State Controller’s Office, or failed to do so
altogether. The State Controller repeatedly
made urgent requests of the Prime-Minister
and the Chair of the Constituent Assembly to
intercede to compel particular institutions to
fulfil their obligations under law and submit
financial reports to the State Controller’s Of-
fice in a timely manner.

On 3 December 1919, Acting State Con-
troller Konstantine Andronikashvili wrote to
the Chair of the Constituent Assembly® to in-
form him that the Finance Ministry had sub-
mitted its financial reports 10 months late,
that the documentation submitted with the
reports was incomplete, and that the State
Controller’s Office was unable to complete
a comprehensive final report based on what
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it had received. Andronikashvili warned the
Chair that failure on the part of state institu-
tions to observe deadlines and procedures®
for the submission of planned and expended
budgets as specified in law would result in
the State Controller’s annual report, which
was due to be submitted to the Assembly by
15 May 1920, itself being incomplete.

On b January 1921, the State Controller
informed the Constituent Assembly Chair
directly by letter that the State Controller’s
Office had requested throughout 1920 that
the Procurement Ministry submit financial
documents, and had yet to receive them.
Following the ministry’s delay, the State
Controller’s Office sought the intervention
of Prime-Minister Noe Zhordania, who in-
structed the ministry to submit the docu-
ments. Philipe Gogichaishvili wrote in his
letter to the Chair that “This state of affairs
is hindering the progress of the State Con-
troller’s Office’s auditing activities and, as a
result of it prolonging the verification of re-
ports, is severely inhibiting the seeking of re-
payment. Where the commission of harmful
activity against the Treasury is discovered,
seeking repayment is sometimes impossible
due to the time that has elapsed since the
day that the harmful activity was committed.’
The State Controller’s Office considers it its
duty to notify every Praesidium of the Con-
stituent Assembly to support its requests.”®

The first complete annual report was
submitted to the legislature of the Dem-
ocratic Republic of Georgia by the State
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Controller in May 1920. The report brought
together auditing conclusions concerning
expenditure for 1918-1919 with advance audit
conclusions prepared with regard to the state
budget for 1919-1920. At that time, the duties
of State Controller were being performed by
the deputy to Philipe Gogichaishvili, Kon-
stantine Andronikashvili, as Gogichaishvili
was serving during this period as a member
of a delegation dispatched to Furope by the
Demacratic Republic of Georgia under the
leadership of Finance, Trade, and Industry
Minister Konstantine Kandelaki for the pur-
pose of establishing economic relationships.
Acting State Controller Konstantine An-
dronikashvili informed the Praesidium of the
Constituent Assembly in letter N3593 of 13
May 1920 that the State Controller had com-
pleted his audit of state expenditure for the
years 1918-1919, and had compiled a report
which he would submit to the Assembly. The
report, which exceeded 160 pages in length,
provided a detailed account of the activities
that the State Controller had performed.

An excerpt from a session of the Prae-
sidium of the Constituent Assembly held on
14 May 1920 states that the Praesidium ex-
amined the report submitted by the State
Controller, and charged the Deputy Speak-
er of the Assembly, Simon Mdivani of the
opposition Socialist Federalist Party, with
preparing concluding remarks in regard to it.
The Praesidium also passed the report to the
Financial and Budgetary Committee of the
Assembly for it to examine.
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It was indicated in the opening pages of
the State Controller’s report that, due to the
absence of a systematic budget for the years
1918-1919, a full verification of expenditure for
these years had been impossible to carry
out, and that the report itself could not be ex-
haustive for this reason. The State Controller
explained that “..as a result of the peculiari-
ties of the budget for the years 1918 and 1919,
the State Controller’s Office was obliged,
in attributing state income and expenditure
for these years, to rely on the accuracy and
presentation of the figures presented to us
by money management and accounting re-
cords compiled from information supplied by
the Treasury. The circumstances described
here naturally in no way affected the sys-
tem employed by the State Controller’s
Office for monitoring the Treasury’s issuing
of funds and property..” ..Hence, in reality
these were only reports on the circulation
of money and its general movement in Trea-
sury money offices and the state budget’s
balance-sheet records... ..only the 1919/1920
budget, as stated above, can be considered
to provide material that makes it possible to
speak in full of the allocation of state income
and expenditure within the aforementioned
legally-defined limits.”

The introductory part of the report sub-
mitted by the State Controller stated the
purpose of the auditing activity carried out
by the oversight body as follows: “..the pur-
pose of this unified auditing activity was es-
tablished in this way and based on a basic
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programme which was dictated by the con-
dition of the state economy and immense
growth in state expenditure when no kind of
budgetary system existed. In order for us to
gain a true picture of affairs, the State Con-
troller’s Office was obliged: 1. to acquaint it-
self with the facts of at least major econom-
ic operations, 2. to gain an understanding of
the capabilities of entities and individuals
with budgetary allocations at their dispos-
al, and 3. to attain the goal of ensuring the
proper keeping of budgetary accounts and
the submission of mandatory reports to the
State Controller’s Office without fail.”"

The report made it clear that the State
Controller’s Office, on the basis of activity
thatithad carried out in advance itself, which
included advance auditing, held information
of improper actions, unintentional or other-
wise, committed by state bodies in the pro-
cess of the expenditure of financial resourc-
es. In particular, the State Controller stated
in his annual report that “In addition to this,
we came into the possession of information
that both ministries and institutions subor-
dinated to them are failing to observe bud-
getary and money management procedures,
and that income is not being submitted to
the Treasury, but instead being spent by tax
collectors on the requirements of their insti-
tutions and their economic needs without
the submission of any reports to the State
Controller’s Office, whereby expenditure is
being created without taking the interests of
the Treasury into account; the State Control-
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ler’s Office primarily audited money man-
agement and accountancy reporting at the
Treasury in Tiflis.”"

The State Controller’s Office pointed out
that the newly created state administration
was violating regulations for financial cleri-
cal activity; in particular: “It was also noted
that accounting records of budgetary expen-
diture were being kept in a malicious and il-
legal manner; that monthly totals and credit
balances were not being recorded in books,
that in some budgets, allocations hadn’t
been entered at all, and that there were oth-
erissues besides......I have brought this mat-
ter to the attention of the Finance Ministry (/
N4622/). Prior to this, the State Controller’s
Office had already contacted the Finance
Ministry twice before (/N3720.1918/) regard-
ing its general failure to submit reports and
monthly records of income and expenditure
for audit—in 1918 in particular.”®

Between 1918 and 1919, the Democratic
Republic of Georgia spent the majority of
its very limited financial resources on mili-
tary matters and food procurement. Military
expenditure was determined by defensive
wars and ongoing armed Bolshevik uprisings
within the Republic’s territory. Following the
breakdown of the procurement system in-
herited from the imperal period, Georgia had
found itself virtually in a state of blockade
with respect to these needs, and the Re-
public was obliged to expend considerable
funds in order to obtain even small volumes
of what itrequired. It was for this reason that
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the auditing of military, procurement, and
agriculatural institutions were activities to
which the State Controller’s Office devoted
especial attention. The report stated in this
regard that “Practical auditing was primarily
carried out 1. at the Tiflis bodies of the for-
mer Procurement Council, 2. at institutions
affiliated to the Agriculture Ministry in Tiflis,
Borjomi, and Kakheti, 3. at the bodies of the
Procurement Committee in Kutaisi and Tiflis,
followed by practical auditing at the oper-
ations of the Central Procurement Council,
the War Ministry, and the National Guard,
and at other military bodies, virtually up to
and including units located in the theatres of
military operations.”"

The picture provided to the State Con-
troller’s Office by its practical auditing ac-
tivities led It to conclude that minor or se-
rious transgressions had been identified at
virtually every institution investigated, and in
particular that “It cannot be said that every-
thing was in order at each one of the insti-
tutions inspected. Only in some minor cases
among the incidents of improper practices
discovered were these beyond doubt the
result of circumstance. By contrast, at some
institutions, for example, those belonging
to the military, the State Controller’s Office
uncovered clear instances of wrongdoing.
The third discovery made using the practical
audit method was of absences and incom-
pletenesses which attested either to activ-
ity carried out in a detrimental manner, or
in a manner which could be anticipated to
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imperil further the already dire condition of
the economy. Of twenty separate units and
offices subjected to audit, for example, at
only three were no instances of improper or
illegal conduct detected; at the remaining 1/,
improper conduct was revealed which was
characterized by criminal intent.”®

The report compiled by the State Con-
troller’s Office accused the War Ministry
alone of dozens of violations of the law,
each of which was made the subject of ju-
dicial proceedings; these resulted, among
other outcomes, in the imprisonment of
dozens of individuals. The State Controller’s
Office described each violation in detail;
among the cases identified, the following
are especially noteworthy: “During auditing
of the First Georgian Cavalry Regiment, it
was discovered that no reports or records of
financial resources of any kind existed, and
that Treasury funds were being spent as
personal funds. The Military Procurator was
notified by the State Controller’s Office on 20
August 1918 with communication N66 to ini-
tiate an investigation in connection with this
matter and to bring criminal charges against
the officials responsible; an audit investi-
gation into the theft of 119,910 maneti from
the money office of the Georgian Corps re-
vealed malicious conduct in duty on the part
of individuals in various positions, as a re-
sult of which, upon the request of the State
Controller’s Office, the case was passed by
the War Ministry to the Military Procura-
tor; during auditing of the accounts of the
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Georgian Cavalry Squadron, the keeping of
the accounts was found to be in an entirely
chaotic condition and reports on economic
matters to be entirely absent, in connection
with which the War Ministry was notified on
17 November 1918 with communication N7/1
to hold those responsible accountable.”®
Audits of military units carried out by
the State Controller’s Office frequently
revealed serious violations to have been
committed by leaders of military operations
themselves; the State Controller reported
in his conclusion, for example, that finan-
cial transgressions had been committed by
the individual in charge of the Akhaltsikhe
Front, General Giorgi Mazniashvili: “I regret
to have to report that, in spite of many and
varied communications on the part of the
State Controller’s Office, the Command-
er of the Akhaltsikhe Detachment himself,
General Mazniev (Mazniashvili) has vyet to
submit reports accounting for 772,326 mane-
i1 of Treasury money transferred to various
front institutions by the Treasury on a “short-
term” basis. The Head of the Detachment’s
Procurement Department, Mchedlov, was
made the subject of legal proceedings. All
of the results of this audit were communi-
cated by the State Controller’s Office to the
Prime-Minister, the Chair of the Social Dem-
ocratic Faction of the Constituent Assembly,
and the War Ministry.”” The investigation
into military and administrative transgres-
sions committed on the Akhaltsikhe Front ul-
timately cleared General Mazniashvili, while
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Mchedlov and other low-ranking officials
were found guilty of the charge of embez-
zling resources.

According to the conclusions of the au-
dits carried out by the State Controller’s Of-
fice, inspection of the War and Procurement
Ministries also revealed violations relat-
ing to procurement for military institutions.
Specifically, military officials responsible for
procurement were found to have committed
wrongdoing on a frequent basis. The State
Controller’s Office discovered during audit-
ing that a Lieutenant Colonel Maghnaridze
responsible for procurement had appropri-
ated 150,000 maneti of state funds desig-
nated for the procurement for the military
of various resources from Azerbaijan. At the
request of the State Controller’s Office, the
high-ranking military official was placed un-
der arrest.® With respect to the War Minis-
try, the State Controller’s Office added in its
report that, following an audit carried out in
1919, the head of the War Ministry’s Depart-
ment for Procurement had been made the
subject of legal proceedings for the inten-
tional procurement of 381,990 maneti worth
of spoiled flour.

The State Controller indicated clearly in
his conclusion that frequent discoveries of
violations in relation to financial matters had
been made in the military, and that the in-
stances of wrongdoing were of a systematic
character: “It is apparent from the materials
indicated in these reports that a rapacious-
ness has taken root in the military, the erad-

109



LobgmafFogm 3mbhthmmol Fmonto sbgskedgdo

bobgemdFosm 3mbhthmemom®o sl3zbsedo
339530m© JonmomgdEs, M3 53065blnE o=
300bgdmeb dnddstrmngdom badbgotrm mfygos-
do bdoto 0hgbos 0ozl bgthomBnmo otiem-
393000 0 gl G MAHIMJdggdgon Lolhgdn
boboomls detgd@s: ,mgmes dmblgbydgodo
Bohggbgd dobogmgdnob bHobl, dHoggdammmds
30320006000 bodbgtdm 9fygool bbgnmdo o
€3mols dmboldmds, hzgb azambos, dotm-
390l bobhgdol 3otzgem hogdo Pbos od-
Bl sbdnmo bogombo™.”

bobgmdFonm 3mbHmemols 9bgsthnddo lo-
10060 0gm Lodbgomm Lobhgdol 3owgs géom
0f9bgdmgosdy, bobsmmbm agatmosdy, Mm-
3gemdag 1918 Tl scgomo dgmbos bebgema-
Foggm 530656L500Ls s Oglin@bgdols s6rodom-
omBmdog®o  3mbdotgdol g3odhodl. odge,
3bHGOMmO 8pbodbsgos, m3d 1919 Femowsb
3356000l bganddmgebganmonls dogé gobbm-
309 omo 330360 B8mdgdol Jgogaew 3trmo-
gds Jgpome dmagotios.  LobgmdFogm
3mbHtmemo  50bodbogms: ,3mbHthmemo bdo-
600 dbgbos ggotmonl 9g3m§dgogol, ¢rods
sodyms bafogmgdo, gdmgmmo bfmen sbgo-
0970ndmgds.  bFsErIMEbmdS  dmombmals
530b0domm, m3 130bob3bge bobgdda dmdb-
638 9308003 godmscr 3300, (rd 8bastndg-
d0b Fo6r8mgos bFmerswm dodobstrgmdls 5lfm-
o8l g0 5O oggl“”

bobgmmdFonm 3mbiHtrmemds 1918-1919 Femg-
dols 9bgetnddo oo dSano omdm do-
Fomdmgddgogool  Ladobobhtmbomdo  ag-
3999000900 1Fygoqd0l  GgzoBosk. 1918
Femols ooboobzg ombodbyen Ledobobitml
05993930g00Md  ymazoemo  boddgdom  dodi-

110

ication of which should in our view be pur-
sued by its very highest echelons.””

The report submitted by the State Con-
troller’s Office discussed one more military
institution: the National Guard, in which in-
stances of the improper use of state funds
and resources had taken place in 1918. The
State Controller’s Office did however note
that, as a result of strict measures imple-
mented by the leadership of the National
Guard from 1919 onward, the problem had
been largely resolved. The report stated that
“The State Controller’s Office subjected the
Guard to frequent inspections, which com-
pelled its units to introduce proper account-
ing procedures. We must in fairness point
out that recently conducted audits have es-
tablished that proper accounting procedures
are being followed and that no improper ac-
tivity is taking place.””

The State Controller’s Office devoted
a great deal of space in its 1918-1919 report
to the auditing of institutions subordinate
to the Agriculture Ministry. From May 1918,
this Ministry had assumed control of former
imperial estates encompassing large tracts
of land and significant economic resourc-
es. Following the 1917 Revolution, these es-
tates had suffered significant damage and
destruction as a result of the expropriation
of land and livestock by peasants and of ir-
responsible conduct on the part of their ad-
ministrations. The State Controller’s Office
made a detailed examination of the Borjomi
governmental estate, which was considered
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the largest and most profitable institution in
this respect. Here the State Controller dis-
covered a number of violations; it was re-
ported, for example, that in 1918, materials
including nails and bottles had been sold
from the estate for just a tenth of their mar-
ket value. In addition, livestock belonging to
the estate was consistently being sold off at
a reduced price, and forestry resources had
also been expropriated. Following its audit,
the State Controller’s Office proposed to
the Agriculture Ministry that the violations
identified at the estate be addressed by the
following means: “In order to remedy the
declining economic condition of the Borjomi
estate, it was necessary for us to take the
following urgent measures: 1. A commission
was established to investigate the activities
of the estate administration in accordance
with State Controller’s Office conclusions,
and the administration dismissed with the
seizure of all of its files and documents; 2.
A provisional governmental trustee was
appointed as the estate’s manager; 3. The
staff of officials and workers was reviewed
and adjusted to conform to the needs of the
estate’s individual economic institutions ...””
and so on. It is notable that the Agriculture
Ministry concurred with the observations of
the State Controller’s Office and changed
the estate’s administration. It was pointed
out in the State Controller’s Office report
that a repeat audit of the Borjomi estate in
August and September of 1919 had revealed
a slight improvement.
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The State Controller’s Office also carried
out detailed inspections of the Tsinandali,
Napareuli, and Mukuzani estates in Kakheti.
According to the report, although violations
were noted at Kakheti’s estates, these were
not of a systematic or criminal nature. They
instead related primarily to unfulfilled plans;
the grape and other harvests at the estates
were significantly reduced in comparison
with 1914. The report noted with regard to
the estates in Kakheti that “According to
observations from the audits carried out at
the estates, some of the defects discovered
were the result of circumstance and not the
fault of the management, as was the case at
other institutions belonging to the Agricul-
ture Ministry.”” The State Controller’s Of-
fice clearly indicated many violations which
were being carried out on lands under the
ministry’s control. The report also pointed
out excessive expenditure at the estates in
Kojori, and requested that an investigation
be launched.

The State Controller’s Office also in-
spected the Agriculture Ministry with a view
to carrying out agrarian reforms. It noted that
the ministry’s agents were not performing
effectively, and were often failing to fulfil
the tasks assigned to them in a proactive
manner, as a result of which reforms were
inevitably being hindered. The State Con-
troller’s Office assessed the work done by
the Agriculture Ministry negatively, consid-
ering its inertia and irresponsibility to be to
the detriment of the state. Following the un-
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enviable results of its audit, the Office raised
the issue of the Minister of Agriculture’s
liability before the Prime-Minister, although
the matter was taken no further.??

One of the major aspects of the auditing
carried out by the State Controller’s Office
was inspecting those institutions responsi-
ble for the procurement of food, which con-
sumed a large proportion of the Republic’s
resources and which represented an ongo-
ing problem. From as early as 1918, the State
Controller’s Office made clear indications
that bodies responsible for food procure-
ment were demonstrating frequent viola-
tions of the law and criminally motivated ac-
tivity. With regard to one audit conducted at
Tiflis” Central Procurement Department, the
State Controller’s Office wrote in its report
that “It was calculated that the sale of some
120,365 manetiworth of provisions had been
omitted from revenue records; innumerable
improper entries and the absence of many
documents were noted in the procurement
books. A criminal investigation has been
initiated against those accused of the afore-
mentioned negligent and clearly criminal
actions.”” The State Controller’s Office also
noted that the warehouse of the Thbilisi Pro-
curement Committee was in a grave condi-
tion; a large part of the raw materials stored
there were being plundered ruthlessly and
allowed to spoil as the result of improper
storage.

According to the State Controller’s Of-
fice’s

report, procurement departments
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were frequently conducting transactions and
exchanges that were harmful to the state. In
particular, provisions belonging to the state
were being exchanged for wares represent-
ing only a third of their value. Grave errors
were being made in the process of conclud-
ing agreements, with procurement contracts
waorth hundreds of thousands of maneti
signed on unclear terms. The Tiflis wine
warehouse was selling wine at almost half
the market price. Sugar was being sold from
Kutaisi procurement warehouse at 52, 57,
and 60 maneti per pood® while the market
price of a pood was 295 maneti. Revenues
from the department were failing to reach
the Central Money Office, and were instead
being utilized by the department itself. The
same institution was unable to account for
the disappearance of 400,000 maneti worth
of sugar. The Procurement Office’s Materi-
als Department had lost large quantities of
timber, in response to which an investigation
had been opened at the State Controller’s
Office’s request which was in progress at
the time of reporting.

As the result of the State Controller’s
Office’s activities, a number of employees
and officials at the Procurement Office were
made the subject of criminal proceedings.
The State Controller’s Office pointed out, for
example, that Procurement Council Treasur-
er Tsiklauri had been unable to account for
112,027 maneti of expenditure, as the result
of which, upon the request of the State Con-
troller’s Office, he was arrested by the police
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and an investigation initiated. Procurement
Agent Lortkipanidze was criminally charged
with embezzling more than 794,000 manet;,
the State Controller’s Office reported that,
in the town of Abasha, during a local opera-
tions audit of the procurement office, it had
been discovered that the head of a manu-
facturing station, one Eliava, had embezzled
more than 68,000 maneti and had then gone
into hiding with the money so that neither
could be found. The State Controller’s Of-
fice also pointed out that the State Control-
ler had informed the Procurator about the
theft of sugar and other supplies from Poti
procurement stores, and had requested the
imprisonment of the stores’ supervisor.

The State Controller’s Office clearly in-
dicated in its report that the Procurement
Office was operating in a disorderly fashion
from the point of view of manufacturing, and
that the office’s officials were conducting
their duties in an irresponsible manner. In-
spection revealed that procurement agents
at the Procurement Council were not carry-
ing out any activites in Borchalo and Gori and
had failed to procure provisions, as a result
of which prices in these cities had become
artificially inflated.

Matters brought before the leaders of
the office based on violations discovered
during auditing of procurement offices by
State Controller’s Office officials resulted
in revenues totalling more than 1,500,000
maneti flowing into the Treasury within the
space of just a few weeks.
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The State Controller’s Office report stat-
ed that, following the conclusions prepared
as to the Procurement Committee, the gov-
ernment had dissolved the committee and
created a new Institution in its place, after
which the situation was largely rectified in
the months that followed.

The State Controller’s Office devoted a
lot of space in its annual report to violations
detected in the Transport Ministry, which
were discovered primarily in the ports, the
state railway, and the roads and highways
departments. The State Controller’s Office
made a detailed study of Treasury transac-
tions with respect to the railways, as a result
of which it declined a planned allocation of
13 million maneti to the Railways Depart-
ment due to duplication of expenditure. The
audit had also raised suspicions with regard
to the railway’s revenues. The State Con-
troller’s Office found that these were being
recorded in a disorderly fashion, and that
railways agents were going about the tasks
assigned to them in an incompetent manner.
The State Controller’s Office blocked ad-
vances issued by Railways Department ac-
countants, which in themselves constituted
aviolation and which were being embezzled.
The railways were suffering from depriva-
tion of maintenance resources as a result of
improper activity and wrongdoing; following
advance audit, the department was saved a
sum of more than nine million maneti. In ad-
dition, the Railways Department was found
to be issuing pensions improperly. State
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Controller’s Office representatives partici-
pated in some 2,181 examinations of pension
applications, which resulted in the institu-
tion declining a large amount of pensions
expenditure.

A large number of violations were like-
wise discovered at the Highways Depart-
ment, where it was found that the code for
the production of financial documents was
being violated and work not being carried
out in a systematic manner. The improper
expenditure of funds and thefts of materi-
al by various engineers in the roads repair
process were also detected. Criminal cases
were brought in response.

Serious violations were also identified
in the activity of the Roads Department,®
where millions of maneti were being spent
improperly and materials had frequently
been going missing from the departmental
warehouse with the involvement of guards
and other employees. It was deemed that
the central office of the department was not
devoting sufficient attention to the process,
and the State Controller’s Office turned to
the government to see that the legal viola-
tions were punished.

The State Controller’s Office reported an
especially grave situation in the ports ad-
ministrations, where finances were not be-
ing properly recorded and the ports were not
transferring and depositing sums into the
unified Treasury system.

From the end of 1918, once the new Au-
dit Charter had come into force, The State
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Controller’s Office actively began subjecting
the expenditure of state institutions to ad-
vance audit. The State Controller considered
this approach an effective mechanism for
reducing budgetary embezzlement, although
there was initial uncertainty between min-
istry and department leaders as to how the
advance auditing mechanism operated. Ac-
cording to the State Controller, in its early
stages some 250 queries about the nature
of advance auditing were submitted to the
State Controller’s Office by government in-
stitutions. Advance auditing was reported to
have ultimately prevented losses of millions
of maneti.

The State Controller’s Office acknowl-
edged to the Constituent Assembly that
preparation of the 1918 report had been de-
layed, and that the State Controller’s Office
had been unable to prevent the state from
falling victim to certain infractions. This it
attributed to the violation of deadlines for
the submission of reports: “Inspection of in-
come and expenditure for 1918 was heavily
delayed because the State Treasury and Tax
Office submitted reports late and improp-
erly completed. The Tax Office submitted
the documents for 1918-1919 one year late.””
Following inspection of the documentation
submitted by the tax office, The State Con-
troller’s Office stated in a report that “The
outcomes of this audit were as follows. For
the inspection of the planned budget for 1919,
the State Controller’s Office received 9,878
allocations and cheques totalling 152,603,436
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maneti and 21 kopecks. Of this, 53,528,689
maneti and 72 kopecks have been approved.
68,001,166 maneti and 57 kopecks have been
set aside for subsequent audit. 31,073,579
maneti and 92 kopecks have been refused.
Approval was not granted for this expendi-
ture due to non-compliance with formal as-
pects of the law, such as failure to submit
documents justifying previous advances, re-
cords of expenditure without corresponding
budgetary allocations,”® the requesting of
expenses from an inappropriate source or
similar, or failure to fulfil fundamental as-
pects of the law; the final category includes
requests of all kinds which should by law
have been preceded by permissions, all er-
roneous calculations, intentional illegal re-
quests, and others.””

Following examination of documents
submitted by the Tax Office, the State Con-
troller’s Office also carried out a practical
audit at each institution, in relation to which
the State Controller’s Office stated in its
annual report that “Practical audits carried
out at many institutions convinced us that
neither economic directives, nor allocations
of expenditure can be considered fit for
purpose, and it was established to our sat-
isfaction that the interests of the Treasury
are not being protected. More seriously still,
the aforementioned audits made it apparent
to us that some newly founded institutions
still lack a defined statute and staff, and that
some are failing entirely to take into consid-
eration general budgetary authorizations or
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money circulation regulations, or virtually
any of the basic budgetary regulations.”®

Acting State Controller Konstantine An-
dronikashvili indicated in the annual report
with respect to the implementation of ad-
vance and practical auditing that, in spite
of an expansion of the staff of the State
Controller’s Office, the regulatory body still
lacked sufficient employees to be able to
properly conduct its activities.

The report compiled by the State Con-
troller’s Office included a brief conclusion.
Specifically, the State Controller stated that
“Taking into account all of the information
presented in this report, we feel ourselves
permitted to say the following: because our
financial and economic building work was
carried out in the first year of the state’s ex-
istence and we lacked sufficient experience
in this regard, and, aside from this, because
this building work took place during a tran-
sitional, troubled period and at an urgent
pace, it was natural that errors and devia-
tions would occur — it was likewise difficult
at times for us not to make excessive and
sometimes unnecessary expenditure from
state funds.

Aside from all of this, although the gen-
eral programme of state-building has been
conducted more or less according to plan,
the same cannot be said of those carrying
out the programme, who in very many cas-
es have proven themselves unequal to the
duty of serving the motherland. The State
Controller’s Office has attempted, to the ex-
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tent that it was assisted in this endeavour
by its minimal powers, to bring to light every
possible deviation from this duty and to pur-
sue each one. As a result, aside from directly
saving the Treasury many millions in a num-
ber of cases, the intervention of the State
Controller’s Office has enabled us to achieve
noticeable improvements in the financial
and economic aspects of the state-building
process. It is clear that the State Controller’s
Office in no way wishes to congratulate it-
self excessively in reporting this; rather, it
is its wish that the experiences of the past
should provide the best possible lessons for
the future.

Acting State Controller Konstantine An-
dronikashvili.

Director of State Controller’s Office Af-
fairs lvane Smirnovi.”

In spite of the fact that the State Control-
ler did not compile a complete audit report
for the years 1919-1920 during the occupation
of the Georgian Democratic Republic by So-
viet Russia in February-March 1921, individ-
ual parts of the report already existed. It is
clear from reports prepared following au-
diting of specific institutions carried out by
the State Controller’s Office in 1919-1920, and
from available correspondence, that the reg-
ulatory body in many cases found fault with
expenditure submitted by various ministries,
and requested in strict terms for expendi-
ture to be corrected or annulled altogether.
Such expenditure often concerned several
hundreds of thousands of maneti, although
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it was not uncommon for expenditure of
several millions of maneti to be questioned
either. The State Controller’s Office primari-
ly criticized expenditure by the Procurement
Ministry, the Internal Affairs Ministry, and
the War Ministry, because the functions and
duties of structures within these ministries
and their staffing lists were subject to con-
stant change, and expenditure planned in
advance constantly corrected.

In accordance with the law, the State
Controller examined in advance and deliv-
ered conclusions regarding some parame-
ters of the state budget and expenditure re-
quested by certain institutions. An especially
large number of conclusions were prepared
during approval of the 1920/1921 budget. The
State Controller’s Office made a detailed
examination of the expenditure planned by
each state institution, and often indicated to
this or that ministry that an expenditure stat-
ed in a specific place was unnecessary or
insufficient. For example, the State Control-
ler’s Office pointed out that 1,211,156 maneti
of expenditure included in the budget of the
Foreign Affairs Ministry was unnecessary,
and that it should be removed from the total
requested. Part of the expenditure requested
by the ministry had been duplicated, whilst
another part had already been spent from
the previous year’s budget.*

On 30 November 1920, Acting State Con-
troller Konstantine Andronikashvili wrote a
long letter to the Praesidium of the Constit-
uent Assembly concerning the plan for the



bors bedobobHMmbmzol egzoMgdNbs bobgan-
IFogzmb batrzgools sedopbgol bpsbrostrhgdols
39303900 o 96 datdgmgdnmoygm oklg-
o0 (HgbgbEos, “mdgmmog btgmosw -
9 nm0tgogml Hm3zgood badobobdhmmgdols
o bbgd LobgmmdFoom 1Fygogool bodzgdol
36rm3mE0gdl.  3mbhtmmol  gebabswgdom,
bogdomm bdoto ogm Ladoboldhtmgdols dogr
d0M20(H00  ©ONRIadS30 botzgdol dmmbmgby,
3obbognmtgdom bdotow ddzze60n Jgdmbag-
3900 3em0bgom@s badobobitmgdols dbtowob
bodpopm  bybbsdo  gonmGombomgdmow  dg-
(Hobogmo 330 g0gd0l @edm, Gmdmgdag oM
04m dgorsbbdgdmo s adh30Egome sd-
ndbgdgamo 36gdols Boge.”

bobgemdFogm  3mbdGmeoméol  Imgo-
@Ol dgdbérpgmmgdgamo smbodbsgos, m3
bdotro 030656Lms bedobabitrml dogér 3mbe)-
Erengmobomzgoly dofmmgdgmo a30bsblimtn om-
3099bmgdo  dbmmmo  3mb3Mgdnmme  530606-
bYOEL botrzzols Immbmzbgdo oym s ™Mb o
sbgmeos  botzgdols gomgdols  onEomademmonl
©3boogmgod.  LodabobHmmgdo  ymgmaztn
obodmmgdol gotydy dmombmagb  3mbithg-
oo 36Ggoongdel geblbsl™ Fygdgdabomgals
o LobgmdFogm 3mbhtrmenomdo dmmgdn-
a0 09 dgbodemgdmmosl, boogndzmosbow Jg-
99030008 ©aggadngmo botzgonl syzomgd-
B,

3mblhHobEHby 9bEMMbN3sd30em0 de3nd-
Bgdgmo  36900bmzol  @oaBogbomm  Fotogmdo
30bndbogms, €m3 Lbodobobhmmgods 1920-21
Femgdol domzghdo dgdmbogmgoobs o botrzg-
dols bofogmo obg aofgégl, Gnd bdotr dgdmb-
393930 dogmBg d3gbogmo 0gm Mgommdolasb:

The Annual Reports

1920-1921budget and general state standards
for budgetary plans. Andronikashvili called
upon the legislature to task the Finance
Ministry with developing standards for the
registration of expenses and with putting
an end to the existing tendency, which left
proportions of the expenditure of ministries
and other state institutions entirely unregu-
lated. According to the State Controller’s Of-
fice, it happened quite often that ministries
requested expenditure that was unplanned
in the budget, and that in cases of this kind
especially, this happened as a result of min-
istries making unannounced changes to
staff lists which had not been agreed and
approved by the Constituent Assembly.®

The Acting State Controller indicated
that documents presented by the Finance
Ministry for inspection were often no more
than specific requests for expenditure, and
were missing supporting evidence of the
expenditure’s necessity. Ministries were
requesting budgetary allocations for their
constituent institutions without presenting
any sort of grounds for these, and the State
Controller’s Office lacked any ability to make
comprehensive checks that the planned ex-
penditure was required.

Andronikashvili indicated in his letter to
the Constituent Assembly that ministries
had written the income and expenditure por-
tion of the 1920-21 budget in such a way that
in many cases, it was very far removed from
reality: “Some revenues are shown on these
lists in accordance with the existing regula-
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tions, while others have simply been copied
from the previous year’s revenue lists. These
are not supported by calculations, and in
some cases have been entered into the lists
in contradiction with information supplied
by the relevant institution managing these
transactions whose assessment would pre-
sumably be more competent, making it dif-
ficult to say to what extent this expectation
will be justified.”*

The majority of the anticipated revenues
reflected in the draft budget examined by
the State Controller’s Office were consid-
ered to be unjustified: of 34 components of
revenue planned in advance in the budget,
the State Controller’s Office assessed that
only five were well grounded, or that the
receipt of more income than anticipated
from these sources was possible, whereas
in relation to the remaining 29 components,
the State Controller’s Office expressed the
substantiated supposition that budgetary
revenues would not be obtained from these
sources and that a budgetary deficit would
result, or that there was no apparent firm
evidence of the government having carried
out calculations.®

The State Controller’s Office concluded
that the revenues outlined in the state bud-
get would prove justified, or would exceed
official forecasts, in relation to property tax
and railway, post office, and transit reve-
nues. The institution assessed that the vol-
ume of revenue planned from state indus-
trial activity was unsubstantiated, as were
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revenue forecasts in relation to mineral wa-
ter, customs duties, and ports.

Andronikashvili presented the following
conclusion: “Due to the fact that, as is clear
from the list included above, state revenues
are in the majority of cases founded pure-
ly upon expectations, with a large number
of unexplained and unaccountable figures,
it is impossible to say with what degree of
economic prudence and how realistically
the 1920/1921 income budget has been com-
piled.”*

Andronikashvili’s position was supported
by the experience of 1919-1920. It was in this
period that the Republic’s first officially ap-
proved budget operated, in accordance with
which planned state expenditure of as much
as 795 million maneti had been calculated,
and the same amount of state revenue fore-
cast (it was presumed that more than 70%
of this would be derived from the exploita-
tion of existing resources in the state’s pos-
session). Ultimately, however, an increased
inflation index in 1919 made it necessary to
gradually increase the salaries of public sec-
tor employees over the year, in addition to
which the prices of food products, petroleum
products, and other resources also grew, as
a result of which, according to data for July
1920, budgetary expenditure for 1919-1920
exceeded planned expenditure fourfold,
totalling more than 3,252,000,000 mane-
ti, while at the same time, even in spite of
inflation, state revenues proved lower than
those planned, amounting only to 771 million
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maneti? The increased expenditure was
covered primarily by means of printing new
money and internal debt.

The State Controller’s Office made an es-
pecially detailed examination of the problem
of “expense doubling” in the budgets speci-
fied for various ministries in the state budget
for 1920-1921, which had occurred quite fre-
quently in the budget for the previous year.
The State Controller’s Office noted that, in
the part of the draft budget relating to the
\War Ministry, more than a million maneti in
expenditure had been duplicated, and that
sums set aside for equipping cadets at the
military academy were listed in two sepa-
rate places. Following intervention by the
State Controller’s Office, such errors were
corrected in a timely manner.® There were
cases in which ministries committed errors
in the calculation of totals, and in many cas-
es final totals with regard to required finan-
cial resources were lower than they were
supposed to be due to certain items having
been omitted. It was not at all rare for the
State Controller’s Office to call upon various
state institutions to correct the sums calcu-
lated for the procurement of various goods
during the compilation of budgets due to
the fact that growing inflation and short-
ages of the required goods meant that the
planned expenditure would be insufficient
for procurement. The notes provided by the
State Controller’s Office on taking inflation
into consideration did not bear fruit on this
occasion, and could not be expected to be
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successful in the following period either, due
to the fact that under conditions of high in-
flation it was necessary for state institutions
and the legislature to correct budgetary in-
formation on a constant basis.

The State Controller’s Office found that
budgetary resources requested by some
ministries had already been issued in the
previous year’s budget, and that these
repeat requests constituted evidence of
wrongdoing. By way of example, the State
Controller’s Office cited the construction of
a building for military aerodrome personnel
included by the War Ministry in the 1920-1921
budget for which a sum had already been al-
located and spent for the same purpose in
the 1919-1920 budget. The error discovered
in the budget was corrected following State
Controller’s Office intervention.®

Overall, the majority of expenditure de-
leted and curtailed during the advance audit
of the 1920-1921 budget by the State Control-
ler’s Office concerned the War Ministry.*

The State Controller’s Office took a par-
ticularly critical stance with respect to funds
requested in the draft budget by state insti-
tutions for the remuneration of employees,
due to the fact that ministries and depart-
ments often altered employee numbers
without corresponding Constituent Assem-
bly decrees; pointing this out, the State
Controller’s Office strictly requested that
calculations be made only on the basis of
staffing lists that the Constituent Assembly
had approved.”
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Conclusion

For the founders of the Democratic Re-
public of Georgia, whose political ambi-
tion it was to build a state supported by
strong democratic foundations and the
rule of law, the establishment of robust
state institutions represented a crucial
objective. In the midst of multiple mili-
tary conflicts and grave economic chal-
lenges, the process of creating these
institutions occupied minds across the
political spectrum from the day that in-
dependence was declared onward.

In addition to the formation of the leg-
islature and the executive, it was a key
concern for the leaders of the Democrat-
ic Republic to put in place a state insti-
tution devoted to the task of overseeing
the activities of the state administration
and monitoring use of the state’s finan-
cial and material resources. The palitical
discourse with respect to the necessity
of such an institution’s existence, which
began in the Democratic Republic in
June 1918, culminated soon after in the
adoption by the legislature of a Law on
the Establishment of the Office of State
Controller.

The selection by the Republic’s ruling
Social Democratic Party of an individual
unaffiliated to the Party to lead the State
Controller’s Office, in the form of opposi-
tion party member Philipe Gogichaishvili,
represented a form of guarantee that the
activities of the institution would remain
impartial.
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The legislative body of the Democrat-
ic Republic subjected the legislative ba-
sis for the functioning of the State Con-
troller’s Office, which had been inherited
from the Russian Empire and which was
entirely unsuitable for the workings of a
democratic state, to significant reorga-
nization. New legislation and statutes
adopted with respect to the institution
further specified and clearly defined the
framework for its activities, its powers,
and its functions and duties. The State
Controller’s Office was charged with
conducting advance and final practical
auditing of state finances, in addition to
examining the efficiency of specific, im-
plemented projects and realized expen-
diture.

The functions and duties of the State
Controller’s Office as defined in law
were reflected in the institution’s es-
tablished structure and staffing. Depart-
ments of the State Controller’s Office
were also established at a local level
based on the administrative organiza-
tion of the state and the geographical
distribution of fiscal bodies. Whereas,
prior to May 1918, those serving in the
Russian Empire’s State Control Service
in Georgia had primarily been citizens of
Russian and Armenian nationality, the
requirement for personnel employed in
the State Controller’s Office of the newly
independent Georgia to know the state
language resulted in the absolute major-



0bbhodhnddo 3o, bobgmadFomm gbols mwbob
3730090 dmmbmabowob godmdwabstag,
dmbgmgms sobmehnen N33 abmos gor-
Boggteo Jothmagmo ogm.

1918 Gamob 1 ogamoboob 1921 Famols og-
39630l dmmmdeg bobgmadFogm 3mbd)-
ool bogddosbmos meogbhotgonmo ogm
bobgmdFomm 530boblgool s€edotrommBdm-
J0g6o bamzgol vm3390m08y, LobgmadFogm
3mbpemmol bogdosbmool Jgoggem bo-
Jotrmzggmmb ©gdmzgbopoyma Mgbdyomoa-
30b bsB0bodo onbmgs smggmmdom do-
mombo dobgmo, gb botrzgdo, 3mbdmmmaol
Jggobgdom, gommobazoby s v6Medotm-
mBm3ogho @edmygbgdol bogtmbgls dg-
0393000.

bobgemdFogm 3mbhmmmo beBobol ste-
3ommdmdogho  botMzgool  gomgool  mo-
300006 d30mgdd dobogg ©gdPmadols o
3000l Fabogdol boogndzgmby, 3gédm,
bobgendFogm 3mbaGmmmol dogé sngomgd-
o @dbogedgdgmo, Fobsbfsto Gggzobools
bodmomgdom. odgd, bebgmdFogm 3mbe-
OOmommo o930l dmblgbgdgobs s dbae-
60330 90bodbogos, Gm3 bdotow gbs oy
ol 9fggde Fobol§ocro 3mbdhdmmemols gogmol
aoMgdy botzogos boBobsdo dobmgols gob-
LBz sbogbgdgol. LobgmdFoggm 3mb-
OGmmol bgemaddemazebgmgdn  doohbg3wbab,
03 FobobfFoto bergmasbmgsebo ®gz0800b
dgogaow dgdpotogomos bobgmadfoogm bob-
LEYOOL SEWLFMOSE 3odmygbgoal ged@gdo.

bobgedFogm 3mbdGmmol bogdosbmdol
96O0-g6hm0 dmsz560 d0dsrmmgds 3mba-
Oghneo bobgmadFogm 1794qdg00l dogé go-

Conclusion

ity of the new institution’s staff coming
to be ethnically Georgian.

From 1 July 1918 until the end of Feb-
ruary 1921, the activities of the State Con-
troller’s Office were focused on stem-
ming the improper expenditure of state
funds, as a result of which the Treasury
of the Democratic Republic of Georgia
saved tens of millions of maneti deemed
by the State Controller’s Office to be at
risk of embezzlement or improper use.

This prevention of improper Treasury
expenditure was achieved by the State
Controller’s Office on the basis of its
Statutes and Audit Charter, and particu-
larly through the institution’s conducting
mandatory advance auditing. Neverthe-
less, the State Controller, Philipe Gog-
ichaishvili, pointed out in his addresses
and report that certain institutions fre-
quently spent allocations of Treasury
funds provided to them without subject-
ing themselves to the advance audit pro-
cess. It was the view of the heads of the
State Controller’s Office that conducting
full advance audits would reduce in-
stances of the improper use of state re-
sources further still.

One of the primary areas of activity
of the State Controller’s Office was au-
diting and preparing conclusions with
respect to the expenditure of state re-
sources by state institutions and the
outcomes achieved from this expendi-
ture. On the basis of the individual audits
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conducted and conclusions prepared, the
State Controller presented an annual re-
port on his institution’s activities to the
state legislature.

The auditing activities carried out by
the State Controller’s Office resulted in
administrative and criminal investiga-
tions being launched against dozens of
middle and low-ranking public officials,
which revealed millions of manetiof em-
bezzlement and projects implemented
improperly or not at all. While such inter-
ventions against middle and low-ranking
public officials resulted in administra-
tive or criminal cases against them that
ended in guilty verdicts, however, cases
initiated by the State Controller’s Office
against ministers and department heads
were virtually ignored by both the legis-
lature and the executive, and the head
of the governmental institution involved
was often not even made politically re-
sponsible for the violations identified.

In the view of the Philipe Gogichaish-
vili and his deputy, Konstantine Andron-
ikashvili, although, in spite of its very
limited financial and human resources,
the State Controller’s Office devoted
enormous efforts to ensuring that state
resources were spent properly and ef-
fectively, delays in the process of the
proper establishment of efficient state
institutions nonetheless caused further
deterioration of the Republic’s already
grave financial situation. The leaders of



bobgendFogm 3mbhmmemals 0bbhogano, me-
30b0 330y 530636LNEO0 O vedasbnmo -
dogbodogy®
dogmobbdggol ohgbos Lobgmdfogm bot-

bbgdoEeb  godm3dooboty,

2900L  g939gd(Hosbmonls s dotrmmBmdng-
6o botrzaols 3mbithmeols geblobmegog-
gdmoE. m7dE, 9939 90bodbsgwbgb, ¢hmad
dombyoogem bogddosbmdo-
bo, LobgmdFogm  vdodonol  améddotmgdols
36mEgbol @Amdo godosbntgdol dgogaem

3mbpemamols

Gygbdgomogol  obgoog 3dody  g3obsblydo
3oam3otgmods 300093 PRGO® NOMgbrgdMme.
3mb@HO ™ol bgmddmzgebgmms dgasbgoom,
dogBg odemo aym bozetm dmbgmgms So-
byboldggommdnl aédbmos, bdntow, 3obm-
Bols otzg30m, LobgmadFogm 3mbitmenls
bbgoobbgs 1Fygonweb aofgnmo botzgdols
Jgbobgd 36mdg00 M39Mmd0m og305bg00m ©O
36N Jogfmogdms.

LodFgbodm, Lododmggmml gdmgdo-
Oopmo Ggbdyomogol obhm®ool glbobgd
3bs LBMEIEMgdELomzal rgdog Moom-
g0l ogotammo 8b a3tegdgbigmos. 30©g3
03 IFocos 0bgmddsgos dobo gomag-
Temo 0bbdodndgool dgbobgo. 93 Fogbols o-
B0b0s, 3300mbzgmls gooEbml o Jgoblgbmls
©003m730009090  bogobmggmml 3othggemo
383mbHGOMmMgdgmo mGasbml — bsbgmadfo-
qm  3mbHthmmols 0bbdogpdhol — obdhmns
©d ohggbmlb 3 dodstrogamgdom SEbgdymo
3993300Mgmds,  Mm3gmog 1393806 Hdd
®8b53g06mzg bogdotrmzgmml sbsmmmaon®
obbhognl — bogdotrmggmml LobgmadFoggm
0hob bodboby®b.

Conclusion

the State Controller’s Office considered
the sense of responsibility demonstrated
by public officials to be extremely low;
it was often the case that various insti-
tutions violated the law by submitting
information on their expenditure to the
State Controller’s Office months after
the deadline and in incomplete form.

It is a matter for regret that, to this
day, knowledge of the history of the
Democratic Republic of Georgia among
Georgian society remains fragmented, if
not virtually lost, and information about
its individual institutions scanter still.
The objective of this book has been to in-
troduce the reader to, or to remind them
of, the history of independent Georgia’s
first institution for state oversight — the
State Controller’s Office — and to re-
veal to them the heritage that connects
it with its modern-day equivalent: the
State Audit Office of Georgia.
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Appendix

The Law on the State Controller’s
Office of the Democratic Republic of
Georgia’

Law adopted by the Parliament of the
Democratic Republic of Georgia at its ses-
sion of 6 December 1918

The following shall be made law, there-
by repealing, amending, or confirming all
present pertinent laws as appropriate:

l. The following appended documents
shall be adopted therewith:

1. The Statutes of the State Controller’s
Office and of its Subjects and the Supple-
ment to the Statutes’ 34" article;

2. The Audit Charter; and

3. The Provisional Staffing List of the
State Controller’s Office, together with the
allocation from the Treasury of 2,216,700
manet/ annually, to be introduced from
the first of August of this year.?

ll. The State Controller shall be charged
with carrying out advance and practical
auditing for a period of one year as estab-
lished in the Statutes of the State Control-
ler’s Office and in the Audit Charter.

lIl. The following supervisory institu-
tions operating on Georgian territory shall
be abolished: Tiflis Audit Chamber and the
Transcaucasian Railways Audit Office.

IV. The officials of the aforementioned
institutions (Art. Il of this law) shall be ex-
cluded from the staff list on the basis of
general law if not newly enlisted in the
newly established State Control Institute
of the Georgian Republic.
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V. The budget of the abolished institu-
tions (art. Il of this law) shall be annulled
from the first of August 1918.

VI. The compilation of a report on the
expenditure of the state’s general budget
during the budgetary period, and of an ex-
planatory letter and supplement thereto,
and the submission of these to the legis-
lature: the report on no later than the first
of October, and the explanatory letter and
supplement on no later than the first of
November, shall be made the responsibil-
ity of the Finance Minister.

The Statutes

of the Georgian State Controller’s
Office and of its Subjects*

Law adopted by the Parliament of the
Democratic Republic of Georgia at its
session of 6 December 1918

Section One:
On the Subjects of the State Controller’s
Office

1. The State Controller’s Office of the
Democratic Republic of Georgia shall con-
stitute an independent state administra-
tive body that shall fulfil the function of
overseeing the institutions of government.

2. The State Controller’s Office:

2.1. shall examine, prior to their being
presented to the legislature: a) ministry
financial budgets; b) a record of state in-
come and expenditure and a general re-
port on the generation of these records
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compiled by the Finance Ministry, and c)
on the appropriateness of ministry reserve
budgets;

2.2. shall examine the properness of
the activities of the executive with respect
to the gathering of state taxes and other
income, and to their actual expenditure for
purposes designated by the legislature;

2.3. shall oversee that the executive
body does not deviate from the plan that
it has indicated that it will put into action;

2.4. shall provide conclusions as to the
beneficiality and fitness for purpose of the
economic plan of action intended for im-
plementation by the executive, and over-
see whether it is directing the general ex-
penditure of national assets in a way that
is lawful and economical;

2.5. shall examine the keeping of ac-
counts and prescribed reports compiled
during the circulation of monetary and
material assets governed by the institu-
tions accountable to it;

2.6. shall examine at a local level the
monetary and material assets, structures,
buildings, and other operations of the
state-owned railway and of all state en-
terprises and institutions, as well as their
income and expenditure;

2.7. shall oversee that the distribution
and transferral of funds to money desks
and budget departments is carried out in a
manner that is proper and expedient;

2.8. shall investigate means of improv-
ing the rules and form of how accounts
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are kept and compiled, and also institute
regulation in this matter for which legis-
lative approval is not required and task its
implementation to the accountable body.

3.In order for the State Controller’s Of-
fice to carry out the aforementioned (Art.
2) duties, advance, subsequent, and prac-
tical auditing shall be instituted.

4. In order to ensure that the directed
and executive activities of the institutions
accountable to it are lawful, proper and
economical, and that monetary and ma-
terial assets are protected, the limits and
procedure for the auditing and supervision
by the State Controller’ Office indicated
in Article 3 shall be specified by the Audit
Charter and by those resolutions accord-
ing to which activities to be examined by
the State Controller’s Office are to be car-
ried out.

5. 0n the basis of the material obtained
through audit and of his own delibera-
tions, the State Controller shall submit an
annual audit report to the legislature by
15 December that shall include the con-
clusions of the State Controller’s Office
as to the following: a) the completion of
general income and expenditure records
in the past budgetary period; b) the proper
and improper activities of the executive,
including information on the outcome
obtained from the audit performed, what
improper activity was revealed during
auditing, what losses were incurred and
what penalty imposed in response, and
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what criminal proceedings initiated; and
¢), the activities of the State Controller’s
Office itself during the reporting period.
The same report should also include a
characterization of fundamental econom-
ic activity and opinions expressed about
the favourable and unfavourable aspects
of the performance of the levy system and
also of the procedure for the imposition of
tax, customs, and other sources of state
revenue.

6. Upon request, the State Controller’s
Office shall submit to the legislature the
pages of all documents and all other nec-
essary information in accordance with its
requirements.

Section Two
On the Composition of the State
Controller’s Office

7. The State Controller’s Office shall
comprise: a) the State Controller, b) the
Deputy State Controller, ¢) the State Con-
troller’s Office Director of Affairs, d) heads
of section, e) senior auditors, auditors,
deputy auditors, and accounting officials:
a secretary, a senior administrator, admin-
istrators, a registrar, their assistants, and
an archivist.

Note: In order to simplify the distri-
bution of auditing activities, the State
Controller’s Office shall be divided into
sections, and the sections into individual
departments, at the discretion of the State
Controller.
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8. The management of the State Con-
troller’s Office and supervision of the
properness and success of its activities
shall be entrusted to the State Controller,
who shall have ministerial authority, and
who shall be elected and also dismissed
from service by the legislature. The State
Controller shall not be a member of the
cabinet of ministers, and shall be account-
able only before the legislative body. The
State Controller shall participate in ses-
sions of the legislative body with minis-
terial authority during discussion of affairs
and matters pertaining to the State Con-
troller’s Office.

9. The Deputy State Controller shall be
appointed by the legislative body follow-
ing nomination by the State Controller’s
Office and also dismissed from service by
the legislature. The Deputy State Control-
ler shall perform the role of the State Con-
troller in the event of and for the duration
of the latter’s absence or illness.

10. The remaining officials of the State
Controller’s Office shall be selected, ap-
pointed to their positions, and dismissed
from service by the State Controller.

Note: When dismissing the officials
indicated in the present article, the State
Controller shall in each individual case re-
quest a conclusion from the General As-
sembly, compliance with which shall be a
matter for the State Controller’s discretion.

11. The State Controller’s Office Direc-
tor of Affairs shall be responsible for car-
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rying out close supervision of the auditing
work of the sections in order to direct
their activities in a unified manner, and for
chairing section assemblies. Matters shall
also be referred under his supervision for
examination by the General and special
assemblies. He shall also be responsible
for supervision with respect to the cleri-
cal work of the chancellery, including the
compilation of the financial budget of the
State Controller’s Office and its annual
address (Art. 5), which is to be submitted
to the legislative body, and for any other
matter with which the State Controller en-
trusts him.

12. The section heads, who shall be
responsible for close management of the
sections, shall monitor the progress of
their department’s clerical work and en-
sure that audits are properly executed.

13. Senior auditors shall, with the as-
sistance of auditors, assistant auditors,
and accounting officials, be responsible
for conducting audits. Senior auditors
shall also be responsible for submitting
departmental addresses and reports.

14. The working powers and duties
of auditors, assistant auditors, and oth-
er individuals in the service of the State
Controller’s Office shall be defined by in-
struction of the State Controller within the
bounds of the law.

15. Institutions and individuals of the
executive shall not be authorized to issue
instructions independently with respect to
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holding officials of the State Controller’s
Office accountable for the commission
of wrongdoing in service; in the event of
officials detecting some wrongdoing, this
must be reported to the State Controller
and to the appropriate judicial institution.
16. In each instance in which criminal
proceedings are initiated by a judicial body
against officials of the State Controller’s
Office for the commission of wrongdoing
in service, the State Controller must be
informed. The matter of an official of the
State Controller’s Office being summoned
to court for an offence committed at work
shall be brought by the procurator into the
Prosecution Chamber together with a con-
clusion issued by the General Assembly of
the State Controller’s Office (Art. 17) which
the prosecutor shall request in advance.

Section three
The General Assembly of the State
Controller’s Office

17. The composition of the State Con-
troller’s Office shall include a General
Assembly chaired by the State Controller,
whose members shall include the Depu-
ty State Controller, the State Controller’s
Office Director of Affairs, and the section
heads.

Note: Senior auditors shall participate
in sessions of the General Assembly as re-
porters, in a non-voting capacity (Art. 13).

18. The General Assembly shall have
the authority to summon to its sessions
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ministry and government administration
officials, and likewise private experts to
provide elucidation with respect to matters
and topics of a technical or special nature.

19. If, due to illness, absence, or some
other reason, the State Controller is un-
able to chair the General Assembly, the
role of chair shall be performed by the
Deputy State Controller.

20. Aside from the General Assembly,
on the authority of the General Assembly,
a Special Assembly may be established
for each section, which shall be chaired
by the State Controller’s Office Director of
Affairs; the members of this Special As-
sembly shall comprise the section head
and senior auditors with the right to vote,
if the latter are not reporting on the matter
in question (Note Art. 17). Such assemblies
shall be convened to examine matters of a
lesser significance upon the instruction of
the State Controller’s Office.

71. The powers and duties of the Gen-
eral Assembly are defined by the Audit
Charter. In addition, the General Assem-
bly shall have the authority: a) to annul
the claim for repayment of an incurred
loss, whatever the amount, provided that
the claim must be annulled under laws of
duration; b) to provide an interpretation
in accordance with valid law of any au-
dit-related issue arising from difficulties
associated with the use of the established
Audit Charter in each individual case; c)
to examine proposals for the issuing of
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new laws or to the changing or supple-
mentation of old ones, relating to short-
comings observed either in reporting, or in
the course of the auditing process; d) to
provide, at the proposal of the State Con-
troller, judgement on any matter on which
a ruling from the State Controller’s Office
is required, or which the State Control-
ler considers necessary to submit to the
General Assembly for its examination and
resolution; €) to consider individual mat-
ters raised during the audit process which
require a special decision or ordinance, as
well as opinions relating to the amend-
ment of economic operations which have
revealed themselves to be detrimental, if
a favourable outcome can be anticipated
from future economic activity following
the introduction of these changes; and
f) to examine the annual address of the
State Controller’s Office prior to its being
presented to the legislature (Art. 5).

22. 0n no account shall the State Con-
troller be permitted to amend conclusions
and decisions of the General Assembly on
his own authority.

Note: The State Controller shall be
permitted to refer a matter to the legis-
lative body in the event that he does not
agree with the conclusion or decision of
the General Assembly.

23. If the noted errors, delay in the
progress of matters, or impropriety are the
fault of inaction on the part of sections of
the State Controller’s Office, this is to the
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detriment of the Treasury and it is essen-
tially necessary for an established rule
with respect to clerical work or procedure,
or the auditing of accounts to be changed,
or if in accordance with the crime, the
wrongdoer is to be made the subject of le-
gal proceedings, all cases of this kind shall
be referred by the State Controller to the
General Assembly to examine and prepare
a concluding opinion with respect thereto.

24.In the event that the matter referred
by the State Controller for examination by
the General Assembly is not recorded in
the files of the State Controller’s Office,
the significance of the case which attract-
ed the attentions of the State Controller
must be expressed in a detailed and clear
manner by the latter in a written proposi-
tion, together with necessary explanation
of the institutions and individuals and the
reason for the proposition itself. As for
such matters which are recorded in the
files of the State Controller’s Office, these
may be referred to the General Assembly
for examination without the submission of
such a proposition.

7b. A proposition submitted to the
General Assembly by the State Controller
shall not express his own conclusion; as
the chair of the General Assembly, he shall
express his conclusion orally at the time
that the matter is examined.

26. Failure on the part of some members
to attend General Assembly sessions shall
not hinder the matter’s progression, and a
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decision must be taken by those members
in attendance, whose number, in order to
constitute a lawful session, should except-
ing the chair not be fewer than three.
27.Each Assembly member shall be en-
titled to examine those matters that have
been prepared to be heard in advance
which they deem it necessary to examine
in order to reach a final decision within
the Assembly; this examination should
not, however, delay the term designated
by the State Controller within which the
Assembly is to hear these matters.

28. The General Assembly shall decide
each matter by majority vote. In the event
of an evenly split vote, the decision voted
for by the chair shall be considered to have
been accepted.

29. If, once a matter has been heard,
one of the members should wish, beyond
the oral delivery of their conclusion, to ex-
plain their view in greater detail with their
individual opinion, they shall be entitled to
do so; their only obligation in this regard
shall be to present their individual opinion
no later than at the next Assembly session.

Note: Matters which it is beyond the
remit of the General Assembly to de-
cide, and which in accordance with their
characteristics should be referred to the
proper institution to examine and decide
together with the Assembly’s decision,
must also be referred together with in-
dividual opinions registered by Assembly
members.
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30. The State Controller shall, in accor-
dance with his duties, refer those conclu-
sions of the State Controller’s Office Gen-
eral Assembly to the legislative institution
which it Is unable to enact by its own au-
thority, as well as those matters which are
to be decided by the highest institution,
including, for example, matters pertaining
to the areas of finance or business, to the
amendment or supplementation of laws
with respect to reports or their prepara-
tion, or to the acceptance of losses to the
expense of the Treasury in the event that
these exceed the sum that the State Con-
troller’s Office is authorized to approve,
and others of this kind.

31. Resolutions issued with respect to
the State Controller’s Office by legislative
or judicial institutions (Arts. 89, 91, and 93
of the Audit Charter) must be announced
by the State Controller to the General As-
sembly at its first session, and be minuted
in brief in the session journal.

Section Four
On the Chancellery of the State
Controller’s Office

32. The Chancellery of the State Con-
troller’s Office shall comprise: a secretary,
a senioradministrator,administrators, typ-
ists, a registry, and an archive. The Chan-
cellery shall be supervised by the State
Controller’s Office Director of Affairs.

33. The Chancellery of the State Con-
troller’s Office shall be responsible for:
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a) each matter and directive pertaining to
the State Controller’s governance; b) cler-
ical work pertaining to the General and
to Special Assemblies of the State Con-
troller’s Office; ¢) compiling the financial
budget of the State Controller’s Office;
d) management of funds set aside for the
State Controller’s Office; e) matters per-
taining to the State Controller’s supervi-
sion of the progress of the auditing activity
of all sections and, in relation to this, the
submission of periodic reports to the State
Controller, and f) the compilation of the
State Controller’s Office annual address
(Art. 5).

34. Management of the archive of the
State Controller’s Office shall be carried
out in accordance with special instruc-
tions. Reports checked and verified by the
State Controller’s Office and State Con-
troller’s Office files must be preserved and
destroyed in accordance with the regula-
tions appended thereto (I-I1l).
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ENDNOTES

1 Sakartvelos Demokratiuli Respublikis Samartlebrivi Aktebis Krebuli [The Collected Legislative
Acts of the Demacratic Republic of Georgia]. Special Editor V. Sharashenidze. 1990, Thilisi, lverta
Mkhare. p. 112.

2 The stated sum was altered significantly in subsequent months as the result of inflation expe-
rienced by the Republic.

3 Directives as to a staffing list existed from 1 August 1918 onward.

4 Sakartvelos Demokratiuli Respublikis Samartlebrivi Aktebis Krebuli [The Collected Legislative
Acts of the Demacratic Republic of Georgia]. Special Editor V. Sharashenidze. 1990, Thilisi, lverta
Mkhare. p. 113-121.
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Frontal facade sketch of the home

of Merchant of the First Guild Grigol
Arapelovi at 24, Rustaveli Avenue
(subsequently the building of the State
Controller’s Office)

Photo preserved in the Georgian National Archive
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