LAW OF THE REPUBLIC OF ARMENIA

Adopted on 4 December 2019

On Regulation and Public Oversight of Accounting and Audit Activity

CHAPTER 1
GENERAL PROVISIONS
Article 1. Subject of the Law

1. This Law defines relations connected with the regulation and public oversight of
accounting and audit in the Republic of Armenia.

Article 2. Definitions

1. The following main concepts shall be used in this Law:

1) auditor - in accordance with the definition of the Law “On Audit Activity”;

2) audit organization- in accordance with the definition of the Law “On Audit Activity”;

3) audit activity- in accordance with the definition of the Law “On Audit Activity”;

4) audit service- in accordance with the definition of the Law “On Audit Activity”;

5) accounting- in accordance with the definition of the Law “On Accounting”;

6) expert accountant- in accordance with the definition of the Law “On Accounting”;

7) public interest organization- in accordance with the definition of the Law “On
Accounting”;

8) large entity- in accordance with the definition of the Law “On Accounting”;

9) medium-sized entity - in accordance with the definition of the Law “On Accounting”;

10) small entity - in accordance with the definition of the Law “On Accounting”;

11) micro-sized entity - in accordance with the definition of the Law “On Accounting”;

12) acting auditor - any auditor who, within three years immediately preceding that date:

a. conducted an audit, or

b. had the right to vote in the audit organization, or

c. was a member of executive or supervisory body of the audit organization, or

d. was an employee of the audit organization, or

e. was a related person of the audit organization.

13) full IFRSs- in accordance with the definition of the Law “On Accounting”;

14) conceptual framework of financial statements- in accordance with the definition of the
Law “On Accounting”;

15) IFRS for SMEs- in accordance with the definition of the Law “On Accounting”;

16) international standards on auditing activities- in accordance with the definition of the
Law “On Audit Activity”;



17) Code of Ethics for Professional Accountants (hereinafter as “the Code of Professional
Ethics”)- in accordance with the definition of the Law “On Audit Activity”;

Article 3. The body implementing accounting and audit activity policies

1. The body that implements accounting and audit activity policies (hereinafter as “the body
implementing policy”) in the Republic of Armenia is the Ministry of Finance, in accordance with
the Law “On Structure and Activities of the Government”.

Article 4. The body exercising public oversight over accounting and audit
activity

1. The body exercising public oversight over the accounting regulation of organizations
within the scope of the Law "On Accounting” is the Public Oversight Board for Accounting and
Audit Activities (hereinafter as “the Public Oversight Board).

2. In accordance with the Law “On Audit Activity” the body exercising public oversight over
the regulation of audit activities in the Republic of Armenia is the Public Oversight Board.

CHAPTER 2

PUBLIC OVERSIGHT BOARD
Article 5. Public Oversight Board

1. The Public Oversight Board is a body established under the Ministry of Finance in order to
perform public oversight over the regulation of accounting and audit activities in accordance
with this Law.

2. The Public Oversight Board acts on a public basis.

Article 6. Tasks and functions of the Public Oversight Board

1. The tasks of the Public Oversight Board are:

1) to ensure the conditions necessary for the development of accounting and audit activity,
implementation of public oversight over the regulation of these fields;

2) to perform oversight over the functions of the professional institution;

3) to ensure the external assessment of compliance with the requirements for audit service
quality control conducted by audit organizations and auditors;

4) to ensure the external assessment of compliance with the requirements presented to expert
accountants and auditors who do not work in the audit organization;

5) to improve the system of legal regulation of accounting and audit activities based on the
requirements for international financial reporting standards and international standards on
auditing.

2. The Public Oversight Board performs the following functions:

1) ensures:



a. the translation and official publication of full IFRSs, conceptual framework of financial
statements, IFRS for SMEs as well as amendments and annexes to them;

b. the development of model chart of accounts and instructions for the application of model
chart of accounts for the accounting of financial and economic activities of organizations of
public interest and large entities, as well as demonstration of financial statements;

c. the development of model chart of accounts and instructions for the application of model
chart of accounts for the accounting of financial and economic activities of small and medium-
sized entities, as well as demonstration of financial statements;

d. the development of a handbook of accounting and preparation of financial statements of
micro-entities, as well as a model chart of accounts for the accounting of financial and economic
activities and instructions for the application of the chart of accounts;

e. the development of drafts of other normative legal acts on accounting as established by the
Law “On Accounting”;

f. the development of drafts of other normative legal acts on audit activities as established by
the Law “On Audit Activity”;

g. the translation and official publication of international standards on auditing, Code of
Professional Ethics as well as amendments and annexes to them;

2) gives consent to the procedure for applying disciplinary measures approved by the
professional institution in accordance with clause 1 of part 1 of Article 17 of this Law;

3) gives consent to the program of qualification exams for auditors and expert accountants,
the procedure for conducting qualification exams, the charter of the qualification commission,
the procedure for continuing professional development, approved by the professional institution
in accordance with clauses 2 and 3 of part 1 of Article 17 of this Law;

4) ensures the development and approval of external assessment procedures for the quality
control of audit services provided by audit organizations and auditors, compliance with the
requirements for this Law, the Laws “On Accounting” and “On Audit Activity” regarding expert
accountants and auditors who do not work in the audit organization;

5) gives consent to the list of audit organizations subject to external assessment during the
succeeding year and the yearly schedule of external assessment presented by the professional
institution in accordance with clause 5 of part 1 of Article 17 of this Law;

6) if necessary, organizes and (or) conducts external assessment of compliance with the
requirements for audit service quality control provided by audit organizations;

7) performs oversight over the activity of the professional institution in the cases and
according to the procedure established by this Law;

8) manages the unified registry of auditors, expert accountants and audit organizations;

9) performs other powers assigned to him by regulatory legal acts on audit activity and
accounting.

3. Regulatory legal acts of banks, credit organizations, organizations carrying out pawning
activities, payment and settlement organizations, investment companies, regulated market
operator, central depository, insurance companies, reinsurance companies, insurance brokerage
organizations, investment funds managers mentioned in subparagraphs “b”, “c”, “d” and “e” of
clause 1 of part 2 of this Article are developed by the Central bank in cooperation with the body
implementing policy.

4. Translations of full IFRSs, IFRS for SMEs, conceptual framework of financial statements,
international standards on auditing, Code of Professional Ethics, including amendments and
annexes to them are made within a year after the publication of amendments or annexes or new



standards by the International Accounting Standards Board and (or) International Federation of
Accountants.

5. In accordance with part 2 of this Article the Public Oversight Board submits the translated
or developed drafts of normative legal acts regulating accounting and audit activity to the body
implementing policy for approval and official publication in accordance with the requirements
established by the legislation.

Article 7. Composition of the Public Oversight Board

1. The Public Oversight Board has seven members: the chairman, deputy chairman and five
members. Members of the Board are appointed for a term of five years. The members of the
Board, including the chairman and deputy chairman, are appointed by the Minister of Finance on
the presentation of the following structures:

1) Ministry of Finance: three members;

2) Central Bank: two members;

3) Ministry of Economy: one member;

4) State Revenue Committee: one member.

The chairman and deputy chairman of the Board are appointed for a term of five years. The
terms of office of the first members of the Board are:

1) one member-one year;

2) one member-two years;

3) one member-three years;

4) one member-four years;

5) one member-five years.

Afterwards, the appointed members of the Board are appointed for a term of five years.

2. Citizens with higher education, at least three years of professional experience in the field
of accounting and audit activities, and who are able to ensure the fulfillment of duties defined by
laws and other legal acts, with their professional abilities, can be appointed as members of the
Public Oversight Board.

3. The following persons cannot be appointed as members of the Public Oversight Board:

1) a person with an outstanding or unexpired conviction related to the financial and economic
sphere, as well as minor crimes;

2) a person with a conviction for medium, serious and particularly serious crimes;

3) a person deprived of the right to occupy a certain position in accordance with the Law;

4) a member of the board or executive body of a professional institution;

5) an acting auditor.

4. The powers of a member of the Public Oversight Board are prematurely terminated in the
cases specified in part 3 of this Article.

5. The Minister of Finance, based on the conclusion of the Public Oversight Board, may
prematurely terminate the powers of a member of the Public Oversight Board if the latter:

1) has not performed his duties established by this Law;

2) three times during one year has three unauthorized absences from the sessions of the
Public Oversight Board.

6. In case of premature termination of the powers of a member of the Public Oversight
Board, a new member of the Board shall be appointed for the rest of the specified term upon



submission of the relevant institution mentioned in part 1 of this Article. In such case, if the
remaining term of office is less than one year, the term of office of the new member of the Board
shall be five years plus the remaining period.

7. A member of the Public Oversight Board may resign from the position by applying to the
Minister of Finance and informing the relevant institution mentioned in part 1 of this Article. The
Minister of Finance accepts the resignation of the member of the Public Oversight Board within
one month.

(Article 7 amended HO-190-N, 09.06.22 )

Article 8. Procedure of activity of the Public Oversight Board

1. The activities of the Public Oversight Board are carried out through sessions, which are
convened when necessary, but not less than once every two months by the chairman of the
Board. A session of the Board may also be convened at the request of at least three of the Board
members. The requests of the members of the Board are submitted to the chairman of the Board
in writing.

2. The sessions of the Public Oversight Board are chaired by the chairman of the Board, and
in his absence by the deputy chairman.

3. When the chairman and deputy chairman of the Public Oversight Board are absent at the
same time then the duties of the chairman of the Board shall be performed by the senior member
of the Board.

4. Sessions of the Public Oversight Board are recorded. Minutes are signed by the chairman
of the Board and in his absence, by the deputy chairman.

5. Sessions of the Public Oversight Board are competent if at least four members of the
Board, including the chairman of the Board or his substitute are present at the sessions.

6. The chairman of the professional institution has the right to participate in the sessions of
the Public Oversight Board with the right of consultative vote. At the invitation of the chairman
of the Public Oversight Board, representatives of state bodies, stakeholders, as well as other
persons may also attend the sessions of the Board. At least five working days before the session,
the Public Oversight Board posts information about the date, place and time as well as the
agenda of the session, on the official website of the Ministry of Finance and presents it to the
professional institution in writing.

7. Issues discussed at the session of the Public Oversight Board are approved by the decision
of the Board which is adopted by voting with a simple majority of the votes of the members
present at the session. Each member of the Board has one vote. The transfer of vote and the right
to vote from one member of the Board to another is prohibited.

8. The decisions of the Public Oversight Board are signed by the chairman of the Board. If a
member of the Board present at the Board session does not agree with the adopted decision and
has a special opinion, then at the latter's request, that special opinion should be noted in the
minutes of the Board session and confirmed with the signature of that member.

9. Internal legal acts adopted by the professional institution and subject to approval by the
Public Oversight Board are approved by the decision of the Board.

10. Decisions of the Board shall enter into force from the moment of approving the decision
unless another term of entry into force is specified by the decision.

11. A member of the Board who has a personal interest in any issue that is the subject of
discussion at the session of the Public Oversight Board shall inform the Board about the fact and



nature of his interest. That notification must be certified in the minutes of the session, after which
that member is obliged to refuse his participation in the discussion of the given issue and voting
on the given issue.

Article 9. Chairman of the Public Oversight Board

1. The chairman of the Public Oversight Board:

1) coordinates the activities of the Board,;

2) acts on behalf of the Public Oversight Board,;

3) convenes and chairs the sessions of the Board, organizes the keeping of minutes of the
sessions and signs them;

4) determines the distribution of coordination of the Board’s work among the members of the
Board;

5) represents the Public Oversight Board in the Republic of Armenia, foreign countries and
international organizations;

6) signs the decisions of the Board within the framework of his powers defined by the work
regulations of the Public Oversight Board;

7) performs other powers assigned to him by this Law and the work regulations of the Public
Oversight Board.

Article 10. Deputy chairman of the Public Oversight Board

1. Deputy chairman of the Public Oversight Board replaces the chairman of the Board when
the latter is absent or unable to perform his official duties.

2. The powers of the deputy chairman of the Board are defined by the work regulations of the
Board.

Article 11. Staff of the Public Oversight Board

1. The Public Oversight Board performs its activities through its staff.
2. Functions of the staff of the Public Oversight Board are carried out by the relevant
professional structural subdivision of the body implementing policy.

Article 12. Work regulations of the Public Oversight Board

1. Work regulations of the Public Oversight Board define the procedure of activities of the
Public Oversight Board.

2. Work regulations of the Public Oversight Board are approved by the Minister of Finance
based on the requirements of this Law.

Article 13. Confidential information and official information
1. The members and the staff of the Public Oversight Board may not publish or otherwise

disseminate, as well as use for personal gain, confidential information and official information
received during the performance of their official duties.



2. Information subject to publication or otherwise dissemination in accordance with the Law
and other legal acts shall not be considered confidential.

Article 14. Annual plan, report and Board resignation

1. The Public Oversight Board draws up the annual plan of its activities which includes the
following:

1) issues in the fields of accounting and audit activity;

2) regulatory mechanism for accounting and audit activity;

3) other provisions established by the Board for the implementation of issues and functions
specified by this Law.

2. By 30 June of each year, the Public Oversight Board submits a report on its activities of
the previous year to the Minister of Finance. The report includes the following:

1) a brief information on the activity of the Public Oversight Board;

2) analysis of the accounting and audit activity situation;

3) oversight mechanism performed over the functions of the professional institution.

3. In the event that the report defined by part 2 of this Article is not approved by the Minister
of Finance, all members of the Public Oversight Board submit their resignations and, in
accordance with this Law, new members of the Board are appointed.

CHAPTER 3

PROFESSIONAL INSTITUTION, MEMBERSHIP IN THE PROFESSIONAL
INSTITUTION, TERMINATION OF MEMBERSHIP AND REGISTRY KEEPING

Article 15. Professional institution

1. Professional institution is a non-governmental organization acting on the basis of the
membership of auditors, expert accountants, as well as audit organizations (hereinafter as “a
member of the professional institution) accredited by the policy implementing body. A
professional institution acquires the status of a legal entity from the moment of registration in
accordance with the Law.

2. Professional institution acts on the basis of the principles of independence, compliance
with the Law, self-management and legal equality between its members.

3. An auditor, expert accountant and audit organization may have a membership in only one
professional institution.

Article 16. Accreditation of the professional institution

1. The accreditation of the professional institution is the recognition by the state of
compliance with the requirements presented by the legislation of the Republic of Armeniato a
non-governmental organization that has adopted norms of behavior that meet the international
standards of auditor behavior, as a result of which a state accreditation certificate is issued.

2. The principles of accreditation are:

1) defining a unified accreditation procedure;



2) publicity of accreditation;

3) ensuring the legitimacy and transparency of accreditation process;

4) performing control over the compliance with the requirements and conditions of
accreditation.

3. The professional institution shall meet the following requirements for accreditation:

1) have at least 100 individual and 10 legal entity members;

2) adopt norms of behavior that comply with the international criteria of auditor behavior;

3) have a qualification system that meets the educational standards of the International
Federation of Accountants.

Article 17. Functions of the professional institution

1. The professional institution performs the following functions:

1) approves the procedure for applying disciplinary measures against its members;

2) regarding qualification procedure of auditors and expert accountants:

a. in accordance with the International Education Standards of International Federation of
Accountants approves the program of qualification exams for auditors and expert accountants
(including the composition of examination subjects) and the procedure of conducting
qualification exams;

b. approves the charter of the qualification committee;

c. approves the individual composition of the qualification committee;

d. organizes and conducts the gqualification exams for auditors and expert accountants;

e. issues the qualification of an auditor or expert accountant qualified by him and makes
decisions on cancellation of the qualification;

3) defines the requirements of continuing professional development of its member auditors
and expert accountants;

4) performs control over the compliance with the requirements of continuing professional
development of its member auditors and expert accountants;

5) carries out an external assessment of compliance with the requirements for audit service
quality control provided by its member audit organizations and auditors. The professional
institution submits the list of audit organizations subject to external assessment during the
succeeding year and the annual schedule for conducting external assessment by December 1 of
the year preceding that year to the Public Oversight Board for approval. Discussions with audit
organizations on the assessment results are an integral part of the assessment process.

6) carries out an external assessment of compliance with the requirements, established by this
Law, the Laws “On Accounting” and “On Audit Activity”, presented to its member expert
accountants and auditors who do not work in the audit organizations

7) performs other powers assigned to him by regulatory legal acts on audit activity and
accounting.

2. The internal legal acts provided for in part 1of this Article become legal after they are
agreed with the Public Oversight Board and published on the official website of the professional
institution.

Article 18. Membership of an audit organization in the professional institution



1. In order to have a membership in the professional institution, the applicant organization
shall meet the following requirements:

1) must be a trade organization, except for Open Joint-Stock Companies:

2) must have at least three working auditors two of whom do not work for another employer,
except for works of a scientific, pedagogical and creative nature;

3) at least 51 percent of the share capital shall belong to auditors and (or) audit organizations;

4) if the organization has a collegial executive body, the number of auditors in the collegial
executive body should not be less than at least 50 percent of the composition of the collegial
executive body. If the organization has a sole executive body, the person who is the sole
executive body must be an auditor;

5) establish rules for audit service quality control and follow them;

6) pay an entry fee to the professional institution in the order and amount established by the
latter.

2. In order to have a membership in the professional institution, the applicant organization
shall submit the following documents:

1) membership application;

2) constituent documents;

3) state registration certificate, number of registration of a legal entity,

4) list of auditors that meet the requirements of clause 2 of part 1 of this Article;

5) list of auditors or audit organizations that meet the requirements of clause 3 of part 1 of
this Article, attaching the documents certifying the volume of the units in the fund of these
persons in the share capital of the applicant organization;

6) list of auditors that meet the requirements of clause 4 of part 1 of this Article;

7) one sample of approved rules for audit service quality control.

3. The documents submitted to the professional institution for membership must be the
originals and (or) duly certified copies of the required documents. The professional institution
may require duly certified Armenian translations of the foreign documents.

4. Within 20 working days after submitting the documents provided for in this Article to the
professional institution for membership, a decision is made on accepting the applicant
organization as a member of the professional institution or rejecting the membership.

5.The decision of the professional institution on the membership of the applicant
organization enters into force from the date of paying the entry fee. In the event that the applicant
organization does not pay the entry fee within 60 working days from the date of adopting the
decision on membership, the professional institution recognizes this decision as invalid.

6.The following are grounds for making decision on rejecting the membership of the
applicant organization in the professional institution:

1) the applicant organization does not comply with the requirements of this Law;

2) submitting documents that do not meet the requirements of parts 2 and 3 of this Article;

3) disclosure of unreliable information in the documents submitted to the professional
institution.

7. In the event of insignificant deficiencies (errors, non-legal inaccuracies, arithmetic errors
and other such omissions) in the documents for membership provided for in this Article, as well
as in the event of the documents being incomplete, within two working days from the moment
they are discovered, the professional institution shall offer the applicant organization to eliminate
deficiencies within five working days.



8.The applicant organization's membership is rejected on the grounds defined in part 7 of this
Article, if the applicant organization does not eliminate the insignificant deficiencies in the
documents or does not submit the necessary documents or materials within five working days
following the date of sending the warning in a proper manner by the professional institution.

9. The decision of rejection by the professional institution regarding the membership of the
applicant organization is sent to the applicant organization in writing within seven working days
from the day following the date of adopting this decision.

10. The decision of rejection by the professional institution regarding the membership of the
applicant organization can be appealed to the Public Oversight Board. If the appeal is upheld,
based on the decision of the Public Oversight Board, the professional institution makes a
decision on the membership of the applicant organization within 20 working days.

11. Within seven working days from the date of entry into force of the decision on the
membership of the audit organization, the professional institution informs the Public Oversight
Board about it in writing.

Article 19. Termination of membership of an audit organization in the
professional institution

1. The following are grounds for terminating the membership of the audit organization in the
professional institution:

1) written application of the audit organization on withdrawal from the membership of the
professional institution;

2) liquidation of the audit organization;

3) decision of the professional institution on terminating the membership of the audit
organization in the professional institution as a disciplinary measure in accordance with Article
34 of this Law;

2. Membership of the audit organization in the professional institution is deemed terminated
when:

1) the audit organization is liquidated, from the date of liquidation;

2) in all other cases, from the date of decision of the professional institution to terminate the
membership.

3. Within seven working days from the date following the termination of membership of the
audit organization, the professional institution informs the audit organization and the Public
Oversight Board about the termination of membership in writing.

Article 20. Membership of an individual in the professional institution

1. In order to have a membership in the professional institution, an individual shall meet the
following requirements:

1) shall have a qualification of an auditor in accordance with the Law “On Audit Activity” or
a qualification of an expert accountant, in accordance with the Law “On Accounting”;

2) shall not have an outstanding or unexpired conviction related to the financial and
economic sphere, as well as minor crimes;



3) shall not have a conviction for medium, serious and particularly serious crimes;

4) shall pay an entry fee to the professional institution in the order and amount established by
the latter.

2. In order to have a membership in the professional institution as an auditor or expert
accountant the individual shall submit a written application to the professional institution
mentioning his name, surname, requisites of the identity document, residential (registration)
address, as well as submit the following documents:

1) reference of qualification;

2) reference of sufficient experience of relevant professional work. The requirements for the
reference are defined by the internal legal acts of the professional institution;

3) reference of absence of an outstanding or unexpired conviction related to the financial and
economic sphere, as well as minor crimes;

4) reference of absence of a conviction for medium, serious and particularly serious crimes.

3. The documents submitted to the professional institution for membership must be the
originals and (or) duly certified copies of the required documents. The professional institution
may require duly certified Armenian translations of the foreign documents.

4. Within 20 working days after submitting the documents provided for in this Article to the
professional institution for membership, a decision is made on accepting the individual as a
member of the professional institution or rejecting the membership.

5. The decision of the professional institution on the membership of the individual enters into
force from the date of paying the entry fee. In the event that the individual does not pay the entry
fee within 60 working days from the date of adopting the decision on membership, the
professional institution recognizes this decision as invalid.

6. The following are grounds for making decision on rejecting the membership of the
individual in the professional institution:

1) the individual does not comply with the requirements of this Law;

2) the individual submits documents that do not meet the requirements of this Article;

3) disclosure of unreliable information in the documents submitted to the professional
institution.

7. In the event of insignificant deficiencies (errors, non-legal inaccuracies, arithmetic errors
and other such omissions) in the documents for membership provided for in this Article, as well
as in the event of the documents being incomplete, within two working days from the moment
they are discovered, the professional institution shall offer the individual to eliminate
deficiencies within five working days.

8. The individual’s membership is rejected on the grounds defined in part 7 of this Article, if
the individual does not eliminate the insignificant deficiencies in the documents or does not
submit the necessary documents or materials within five working days following the date of
sending the warning in a proper manner by the professional institution.

9. The decision of rejection by the professional institution regarding the membership of the
individual is sent to the individual in writing within seven working days from the day following
the date of adopting this decision.

10. The decision of rejection by the professional institution regarding the membership of the
individual can be appealed to the Public Oversight Board within 20 working days. If the appeal
is upheld, based on the decision of the Public Oversight Board, the professional institution makes
a decision on the membership of the individual.



11. Within seven working days from the date of entry into force of the decision on the
membership of the auditor or expert accountant, the professional institution informs the Public
Oversight Board about it in writing.

(Article 20 amended HO-190-N, 09.06.22)

Article 21. Termination of membership of an auditor or expert accountant in the
professional institution

1. The following are grounds for terminating the membership of the auditor or expert
accountant in the professional institution:

1) written application of the auditor or expert accountant on withdrawal from the
membership of the professional institution;

2) decision of the professional institution on cancelling the membership of the auditor or
expert accountant as a disciplinary measure in accordance with Article 33 of this Law;

3) decision of the professional institution on terminating the membership of the auditor or
expert accountant in the professional institution as a disciplinary measure in accordance with
Avrticle 34 of this Law.

2. Membership of the auditor or expert accountant in the professional institution is deemed
terminated from the date of decision of the professional institution to terminate the membership.

3. Within seven working days from the date following the termination of membership of the
auditor or expert accountant, the professional institution informs the individual whose
membership has been terminated and the Public Oversight Board about the termination of
membership in writing.

Article 22. Registry keeping of auditors, expert accountants and audit
organizations

1. Registry of auditors, expert accountants and audit organizations (hereinafter as “the
registry”) is a systematic list of auditors, expert accountants and audit organizations that are
members of the professional institution.

2. The unified registry of auditors, expert accountants and audit organizations is a systematic
list of auditors, expert accountants and audit organizations managed electronically by the Public
Oversight Board based on the information included in the registries managed by professional
institutions.

3. The professional institution manages the registry of its members electronically.

4. The procedure of registry keeping and the minimum list of data included in the registry
shall be defined by the Public Oversight Board.

5. Information about the members of the professional institution must be included in the
registry of the professional institution within seven working days from the day following the date
of adoption of the decision on membership. The professional institution shall submit the
mentioned information to the Public Oversight Board within seven working days.

6. The members of the professional institution are obliged to inform the professional
institution of the changes in the information about them contained in the registry in a proper
manner within 10 working days from the day following the date of such changes. The



professional institution shall submit the mentioned information to the Public Oversight Board
within seven working days.

7. Information on termination of membership of a member of a professional institution must
be included in the registry within seven working days from the day following the date of
termination of membership. The professional institution shall submit the mentioned information
to the Public Oversight Board within seven working days.

CHAPTER 4
REGULATION AND OVERSIGHT OF THE ACTIVITY OF THE PROFESSIONAL
INSTITUTION
Article 23. Proposal to adopt a decision

1. The Public Oversight Board has the right to propose the professional institution, within the
competence of the professional institution, to adopt a certain decision or take another action,
specifying the grounds for such proposal, if it finds out that:

a) the professional institution does not perform the functions assigned to it by this Law or
performs them in an improper manner or incompletely or does not ensure compliance with the
requirements set by its charter; or

b) such actions are necessary to ensure the necessary conditions for the professional activity
of accountants or auditors.

2. In accordance with part 1 of this Article failure to implement the proposal presented by the
decision of the Public Oversight Board within a reasonable period of time may be the basis for a
negative assessment of the report on the annual activity of the professional institution in
accordance with Article 26 of this Law.

Article 24. Regulation and oversight of the activity of the professional institution

1. As established by this Law, for the purposes to perform oversight over the functions of the
professional institution the Public Oversight Board has the right to carry out inspections of the
activity of the professional institution. The Public Oversight Board has the right to draw up an
annual plan of inspections or carry out inspections as needed. The professional institution shall
provide the inspecting group with all the required information and documents necessary for the
inspections.

2. The results of inspections carried out in accordance with part 1 of this Article may be basis
for a negative assessment of the report on the annual activity of the professional institution, in
accordance with Article 26 of this Law.

Article 25. Accounting, financial statements of the professional institution

1. The professional institution manages accounting and prepares financial statements in
accordance with the Law “On Accounting”.



2. Annual financial statements of the professional institution are subject to a mandatory
audit. Financial statements of the professional institution are approved by the board of the
professional institution.

3. The professional institution presents the previous year's financial statements approved by
its board to the Public Oversight Board by June 30 of each year.

4. Financial statements together with the auditor’s report are subject to publication in the
official website of the professional institution by June 30 of the following year.

Article 26. Annual activity plan and activity report

1. The professional institution draws up the annual plan of its activities and agrees it with the
Public Oversight Board. The annual activity plan includes the following:

1) analysis of situation in the fields of accounting and audit activity;

2) other necessary provisions defined by the professional institution for the implementation
of issues and functions set by this Law.

2. The annual activity report of the professional institution includes the following:

1) a brief information on the activity of the professional institution;

2) disclosure of issues in the fields of accounting and audit activity and suggestions to solve
them.

3. Annual activity report of the professional institution is approved by the body defined by
the charter of the professional institution.

4. By June 30 of each year the professional institution presents the previous year’s annual
activity report approved by the body defined by the charter of the professional institution to the
Public Oversight Board. Within 15 working days the Public Oversight Board presents its
negative or positive assessment on the activity report of the professional institution.

5. In the cases when the activity report provided for in part 4 of this Article receives a
negative assessment by the Public Oversight Board the accreditation of the professional
institution is suspended until the elimination of the circumstances that are the basis of the
negative assessment.

Article 27. Sources of property formation of the professional institution

1. Sources of property formation of the professional institution are:

1) entry fees charged to the members;

2) membership fees charged to member auditors and expert accountants;

3) membership fees charged to member audit organizations;

4) revenue from the conduct of professional qualification exams;

5) revenue from the sale of publications;

6) revenue from the conduct of courses;

7) income from bank deposits;

8) income from securities (equity and debt);

9) donations, grants from state or non-state institutions (including foreign);

10) income from other sources not prohibited by law.

2. Fees defined in clauses 1 and 2 of part 1 of this Article are constant for all members and
membership fees defined in clause 3 may have three components: the first is constant for all
members, and the second and the third are variable depending on the revenue received by the



audit organization from the provision of audit services, as well as from the number of mandatory
audits carried out in trade organizations. The amount of membership fees is determined by the
body defined by the charter of the professional institution.

CHAPTER 5

ASSESSMENT OF ACTIVITY OF THE MEMBERS OF THE PROFESSIONAL
INSTITUTION AND MEASURES OF DISCIPLINARY RESPONSIBILITY

Article 28. Assessment of the activity of the members of the professional
institution

1. An external assessment is carried out regarding compliance with the requirements of audit
service quality control of the audit organization and the auditor who are members of the
professional institution in accordance with the procedures of external assessment specified in
clause 4 of part 2 of Article 6 of this Law. According to the results of external assessment a
grade of “17, “27, “3” “4” “5” or “6” is given.

2. An external assessment is carried out regarding compliance with the requirements of the
Laws “On Accounting” and “On Audit Activity” of the expert accountant who is a member of
the professional institution and the auditor who does not work in the audit organization in
accordance with the procedures of external assessment specified in clause 4 of part 2 of Article 6
of this Law. According to the results of external assessment, a grade of "1", "2", "4", "5" or "6" is
given.

3. In accordance with parts 1 and 2 of this Article no disciplinary measures are applied in the
event of “1” grade given by the results of external assessment.

(Article 28 added HO-246-N, 22.05.24)

Article 29. Measures of disciplinary responsibility applied to the member of the
professional institution

1. Measures of disciplinary responsibility are applied to the audit organization, auditor and
expert accountant which are members of the professional institution, in accordance with the
procedure specified in clause 1 of part 1 of Article 17 of this Law.

2. The following measures of disciplinary responsibility are applied to the members of the
professional institution based on the grades given by the results of external assessment, in
accordance with Article 28 of this Law:

1) a warning in accordance with Article 30 of this Law;

2) a penalty, in accordance with Article 31 of this Law;

3) suspension from membership in the professional institution, in accordance with Article 32
of this Law;

4) cancellation of qualification, in accordance with Article 33 of this Law;

5) termination of membership in the professional institution, in accordance with Article 34 of
this Law.



3. Measures of disciplinary responsibility against the members of the professional institution
are applied by the professional institution on the basis of the decisions made by the professional
institution. The decisions of the professional institution on applying disciplinary measures are
subject to publication in the official website of the professional institution within seven working
days after the entry into force of the decision.

Article 30. Warning

1. The warning to the audit organization, auditor and expert accountant shall be applied as a
measure of disciplinary responsibility if, in accordance with Article 28 of this Law, as a result of
external assessment a grade of “2” has been given.

2. The warning envisages notifying the audit organization, auditor or expert accountant that
committed the violation in writing about the inadmissibility of the violations recorded as a result
of the external assessment and taking measures aimed at preventing such violations in the future.

3. The warning as a measure of responsibility shall enter into force on the tenth working day
following the date of adopting the relevant decision of the professional institution. Within seven
working days from the date following the adoption of the decision, the professional institution
notifies the person subject to responsibility and the Public Oversight Board in writing about the
decision.

4. The decision of the professional institution on applying the warning as a measure of
responsibility may be appealed to the Public Oversight Board within 20 working days after the
entry into force of the decision.

Article 31. Penalty

1. The penalty is applied as a measure of disciplinary responsibility against the audit
organization if, in accordance with Article 28 of this Law, a grade of “3” has been given as a
result of external assessment.

2. As provided for in part 1 of this Article the amount of penalty is 500 thousand AMD.

3. The decision of the professional institution on applying the penalty shall enter into force
on the tenth working day following the date of adopting the relevant decision of the professional
institution. Within seven working days from the date following the adoption of the decision, the
professional institution notifies the person subject to responsibility and the Public Oversight
Board in writing about the decision.

4. The audit organization shall pay the penalty to the professional institution within 60
calendar days following the date of entry into force of the professional institution’s decision on
applying the penalty.

5. The decision of the professional institution on applying the penalty as a measure of
responsibility can be appealed to the Public Oversight Board within 20 working days after the
entry into force of the decision.

Article 32. Suspension of membership in the professional institution



1. Membership in the professional institution is suspended if, in accordance with Article 28
of this Law, a grade of “4” has been given as a result of external assessment or the penalty has
not been paid within the set period of time, as provided for in part 4 of this Article.

2. Membership in the professional institution is suspended for the period determined by the
professional institution’s decision on suspension, but not longer than six months.

3. The auditor whose membership in the professional institution has been suspended during
the whole period of suspension shall not have the right to:

1) take part in the conduct of audit activity or, in accordance with the requirements of the
Law “On Accounting” work as a chief accountant in a medium-sized entity, a large entity and a
public interest entity;

2) take part in the works of optional and professional bodies of the professional institution.

4. The audit organization whose membership in the professional institution has been
suspended during the whole period of suspension shall not have the right to:

1) conclude contracts on providing audit services;

2) make such changes in the contracts on providing audit services concluded before the
suspension which will result in an increase in the obligations of the audit organization.

5. The expert accountant and the auditor (who does not work in the audit organization)
whose membership in the professional institution has been suspended during the whole period of
suspension shall not have the right to:

1) work as a chief accountant in a medium-sized entity, a large entity and a public interest
entity in accordance with the requirements of the Law “On Accounting”;

2) take part in the works of optional and professional bodies of the professional institution.

6. The decision of the professional institution on suspension shall enter into force on the
tenth working day following the date of adopting the relevant decision of the professional
institution. Within seven working days from the date following the adoption of the decision, the
professional institution notifies the person subject to responsibility and the Public Oversight
Board in writing about the decision.

7. The decision of the professional institution on suspension of the membership may be
appealed to the Public Oversight Board within 10 working days after the entry into force of the
relevant decision of the professional institution on suspension. If the appeal is upheld, based on
the decision of the Public Oversight Board, the professional institution makes a decision on
terminating the suspension of membership.

Article 33. Cancellation of qualification

1. The qualification of the auditor or expert accountant is cancelled if, in accordance with
Article 28 of this Law, a grade of “5” has been given as a result of external assessment.

2. In addition to the cases provided for in part 1 of this Article, other grounds and procedures
for the cancellation of auditors' qualification are defined by the Law "On Audit Activity".

3. In addition to the cases provided for in part 1 of this Article, other grounds and procedures
for the cancellation of expert accountants’ qualification are defined by the Law "On
Accounting".

Article 34. Termination of membership in the professional institution



1. Membership in the professional institution is terminated:

1) if, in accordance with Article 28 of this Law, a grade of “6” has been given as a result of
external assessment;

2) if, in accordance with Article 32 of this Law, the violations that are the basis for the
suspension have not been eliminated during the suspension period as defined by the decision on
the suspension of membership in the professional institution;

3) if, in accordance with the Law "On Audit Activity", the audit organization has provided an
unreliable auditor’s report.

2. The decision of the professional institution on terminating the membership shall enter into
force on the twentieth working day following the day of adopting the relevant decision of the
professional institution if that decision is not appealed, in accordance with part 3 of this Article.
Within seven working days from the date following the adoption of the decision, the professional
institution notifies the person subject to responsibility and the Public Oversight Board in writing
about the decision.

3. The decision of the professional institution on terminating the membership may be
appealed to the Public Oversight Board within 20 working days following the date of adopting
the relevant decision of the professional institution on termination.

4. During the appeal, the decision of the professional institution on terminating the
membership is suspended. During the appeal, the membership of the audit organization, auditor
and expert accountant in the professional institution is deemed suspended. In the event that the
appeal is not satisfied by the Public Oversight Board, the decision of the professional institution
on terminating the membership remains unchanged, and the membership in the professional
institution is deemed terminated in accordance with part 2 of this Article. If the appeal is upheld,
based on the decision of the Public Oversight Board, the professional institution makes a
decision on the cancellation of terminating the membership.

5. In case of termination of membership on the grounds provided for in clause 1 of part 1 of
this Article, the audit organization, auditor or expert accountant shall have the right to reapply
for membership three years after the termination of membership in the professional institution.

6. In case of termination of membership on the grounds provided for in clause 2 of part 1 of
this Article, the audit organization, auditor or expert accountant shall have the right to reapply
for membership in the professional institution not earlier than two years after the termination of
membership.

7. In case of termination of membership on the grounds provided for in clause 3 of part 1 of
this Article, the audit organization shall have the right to reapply for membership in the
professional institution not earlier than two years after the termination of membership.

CHAPTER 6
FINAL PROVISIONS
Article 35. Transitional provisions

1.Within six months after the entry into force of this Law, the Minister of Finance shall
establish the Public Oversight Board.



2. After the entry into force of this Law, within the four-month period, at the moment of
entry into force of this Law, in accordance with the Law “On Audit Activity” HO-512-N,
December 26, 2002, professional institutions accredited in accordance with the procedure
established by the government, in case of applying to a policy implementing body, are
considered professional institutions accredited within the meaning of this Law and are obliged to
conform the accreditation with the requirements established by this Law within the twelve-month
period following the application.

3. If no professional institution is accredited within the four-month period after the entry into
force of this Law, the policy implementing body shall carry out the functions of the professional
institution as established by this Law. In this case, instead of the requirement for membership of
the audit organization and individual in a professional institution as established by Articles 18
and 20 of this Law, the requirement to be registered in the registry of auditors, expert
accountants and audit organizations managed by the policy implementing body shall be applied.
Moreover, instead of point 6 of part 1 of Article 18 of this Law, the rate of state duty provided
for the implementation of audit services by the Law "On State Duty" shall be applied for each
year before the entry into force of this Law and clause 4 of part 1 of Article 20 shall not apply.

4. At the moment of entry into force of this Law, in accordance with the Law “On Audit
Activity” HO-512-N, December 26, 2002, to those members of the professional institution
accredited in accordance with the procedure established by the government, who do not have a
qualification of an auditor according to the Law "On Audit Activity", qualification of an
accountant according to the Law "On Accounting™ or an auditor's or accountant's certificate
issued by the given professional institution, according to the procedure established by the
professional institution provided by this Law, a certificate of qualification of an expert
accountant is issued, which remains valid until January 1, 2023. The mentioned persons have the
right to receive a qualification of an expert accountant by January 1, 2023 as provided for by this
Law in the simplified procedure defined by the professional institution provided for by this Law.

5. The registry of the professional institution shall be subject to publication in its official
website by January 1, 2021.

Article 36. Entry into force of this Law
This Law shall enter into force from January 1, 2020.
President
of the Republic of Armenia A. Sargysan
December 20, 2019

Yerevan
HO-284-N



