
-ADDITIONAL FINANCING FOR THE IRRIGATION SYSTEIA ENHANCEMENT PROJECT

IBRD LOAN 8786.AM

IMPLEMENTED BY THE ARMENIAN TERRITORIAL DEVELOPMENT FUND THROUGH ITS WATER
SECTOR

PROJECTS IMPLEMENTATION BRANCH

SPECIAL PURPOSE FINANCIAL STATEMENTS

AND

INDEPENDENT AUDITOR'S REPORT

For the period from 1 January 2019 to I 'l June 2020

YEREVAN
June 2020



TABLE OF CONTENT

Page

.....,........3INDEPENDENT AUDITOR'S REPORT................

NOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS......... ........ l0
ANNEX 1. RECONCILIATION BETWEEN THE AMOUNTS SUBMITTED BY THE PROJECT AND

DISBURSED BY THE WORLD BANK.................... ...................... i6
MANAGEMENT REPRESENTATION LETTER..,,,.,..,.,..,, ....,...,...11



IBDO Tel: +174 60 528899
E'majl: bdo@bdoarmenia.am
www.bdoarmenia.am

23/6. Davrt Anhaght
5t., 5th Ftoor. offi.e 7
Yerevan, Armenia

INDEPENDENT AUDITOR'S REPORT

,';ro!l?,inun"r"rent 
of "Additionat Financing for the trrigation system Enhancement project,,

Opinion

We have audited the accompanying special purpose financial statements of the ,,AdditionatFinancing for the rrrigation 
- 

svst6m 
-en'nincer!"ii,1"iJ.i:, 

(,,project,,) financed by rBRD LoanAgreement 8786-AM dated z0' Novembei zoii- 1;,_;;-*r"ement,,), and imptemented by theArmenian Territoriat DeveroDment rrra aroiiinLr!r,'i,r:w.t",. sector projects rmptementationBranch" (ws prB)' which comprise tt'" itut"."nt-17 iinanciat position as it 11 June 2020, thestatement of Sources and Usls.of Fundtil;;i;;i"ot uses.of Funds by project Activity,summary of summary lsports 
^T-d 

soEs, the slui"r""t 'ri 
iiu"gnated Account for the period trom 1

:ili.H,#;"fl.11 June 2020, and ' il;;,v;i";igririi..i-..."r,'ti'e"p"iii'5i';,i *h",.

ln our opinion' the sDecial orrrpose financiaI s-tatements present fairty in att materiat respects thefinanciat position of ihe proiect as at 'r 1 June zozo, ur *ii u, the sources and uses of funds tor theperiod from 'r Januarv 201s to 11 .lune zozo in ilJorJ"nll.*itt tt" *.irit u"iii'oiulioun.ngdescribed in the Note 2 accompanying tt 
"r" 

,p"liuf prrpJsJiiranci"f statements.

Bosis for Opinion

we conducted our audit in accordance-with rnternationat Standards_on Auditing (rsAs) as issued bylnternationaI Auditing and Assurance. standards s;.rJ itAAiif of the tnternationat Federation ofAccountants (rFAc). our resoonsibilities ,"a", 
-tt 

"i" 
"iliau.a, 

"." further described in theAuditor's Responsibitities for i1" auaii i1 ti"-iirriiiii si"ii^*rs section of our report.we are independent of th" proiec^t in- accoiJ;;;;;ii;'#;:ernotionor Ethics stondords Board forAccountonts' code of Ethics ror cropssionii ii;;;;;;;; 'tiisao 
coo"r, and we have rurrirred outother ethicat requirements in accordance *rth irisA c"i".'fre betieve that the audit evidence wehave obtained is sufficient and appropriate to p.*iau i i*i, for our opinion.

Emphosis of llotter- Special purpose fromework
we draw attention to Note 2 to.the financiat statements, which describes that financiat statementsare prepared in accordance with special purpor" irur"*oikl'as a resutt, they may not be suitabtefor another purposes. our opinion i! 

""i "iJiri"i inlur-p"I, or',ni, ,u*"..
Emphasis of motters - project completion

without qualifying our opinion,.we draw your attention to Note 9 0f these special purpose financiatstatements which disctosed that the proj;ct *.;;;;i;Gd;at the reporting date.
Emphosis of llotter- Change in project lmplementing Agency
without quatifying our ooinion, we. draw your attention to Note 1.4 0f these special purposefinanciat statements disctosins tr,ut .r,ing" i;;";;i;;iil:ntrns agency.

hlanagement's Responsibitity lor the specior purpose Finonciar stotements
The management of the proie.t.is. responsibte for the preparation and fair presentation of thesespeciaI purpose financial stalements in accordance *rtfit! 

".**t basis of accounting describedin the Note z accompanying th"J i;;i;;;;;'?i;"J"Trtatements, and for such internalcontrol as management determines i, nua"ra.V 1o 
"""ni" tt" preparation of special purDosefinanciat statements that are rr"e r.om ,aieriairii"i"ililirir] whether due to fraud or error..

l.
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Auditor's Responsibility for the Audit of the Special purpose Finoncial Statements

Our objectives are to obtain reasonabte assurance about whether the speciat purpose financial
statements as a whote are free from material misstatement, whether due to fraud oi error, and to
issue an auditor's report that includes our opinion. Reasonabte assurance is high tevet of asiurance,
but is not a guaranty that an audit conducted in accordance with lSAs witt atwiys detect a materiat
misstatement when it exists. Misstatements arise from fraud and error and are ionsidered material
if, individuatty or in the aggregate, they coutd reasonabty be expected to inftuence the economic
decisions of users taken on the basis of these speciat purpose financiaI statements.
As part of an audit in accordance with lsAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We atso:. ldentify and assess the risks of material misstatement of the speciat purpose financiat

statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resutting from
fraud is higher than for one resutting from error, as fraud may invotve cottusion, forgery,
intentionaI omissions, misrepresentations, or the override of internaI controt.. Obtain an understanding of internat control retevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the internaI controt.

o Evatuate the appropriateness of accounting poticies used and the reasonabteness of
accounting estimates and retated disctosures made by management.. Evaluate the overatt presentation, structure and content of the speciat purpose financiat
statements, inctuding the disctosures, and whether the speciaI purpose financiaI statements
represent the undertying transactions and events in a manner that achieves fair
presentation.

w_e communicate with management regarding, among other matters, the ptanned scope and timing
of the audit and significant audit findings, inctuding any significant deficiencies in iniernat controt
that we identify during our audit.

Report on Other Legdl Requirements

To compty with the terms of the Loan Agreement, the project management shatt insure that:

1. funds have been used in accordance with the conditions of the Loan Agreement conctuded
between the Repubtic of Armenia and lnternationat Bank for Reconstruction and
Devetopment (IBRD), and Wortd Bank retated guidetines, with due attention to economy

- and efficiency, and onty for the purposes for which the financing was provided;
2. supporting documents, records and accounts have been maintiined to support ctaims for

reimbursement of expenditures incurred, Expenditures inctuded in iire withdrawat
apptications and reimbursed against are etigibte for financing under the Loan Agreement;
lnterim unaudited Financiat statements (lFss) issued by project management Juring the
reporting period are in agreement with the undertying books of accounu

3. The Designated account used has been maintained in accordance with the provision of the
Loan Agreement, and Wortd Bank retated guidetines;

4. works, Goods and services financed have been procured in accordance with the Loan
Agreement and Wortd Bank retated guidetines.

ln our opinion, the Project management has comptied with the above requirements during the
period from 1 January 2019 to 11June 2020.

25 June 2020
"BDO Armenia" cjsc

tryan, FCCA
partner

r;-{"*}iil)
ltff.,ffi6)

.vt,vrluv o oi
ctr{rufi o v;

I Ft R..A,



STATEMENT OF FINANCIAL POSITION

Additionol Financing for the lrrigotion System Enhancement Project
IBRD Loan 8786-AM
As ot 11 June 2020

Note
11.06.2020

USD
01.o't .2019

USD

ASSETS

Cash

Designated account IBRD Loan 8786-AM (jn USD)

Current account - Government of RA (in AMD)

Total Cash

Prepayments

Cumutative project expenditures

TOTAL ASSETS

FUNDS AND LIABILITIES

Accounts payabte

Funds
IBRD Loan 8786-AM

Government of the RA

Total Funds

Foreign exchange gain (toss)

TOTAL FUNDS AND LIABILITIES

The special purpose
behalf on June 25, 2020.
statements.

632,609.29 588,609.13

. 19s,551.12
1,616,189.52 781,551.38

2,248,798.81 565 711.63

631,741.15
868.14

588,609.13

4

3

5

6.1

6.2

7

1 ,924,228.44
321,510.08

2,245 ,7 38.52
3,060.29

29,493.38

1 ,348 ,294 .47

189,274.95

1 ,537 ,569.42
(1,351.17)

't a!l,lll.611,21!,12981

opproved by the manogement of the Project and signed on its
form is an integroL part of these speciol purpose finoncial

ATDF Branch Chief Accountant

Mamikon Gasparyan

Deputy Director of the A?f
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SUMMARY OF SUMMARY REPORTS AND SOES

'Additionol 
Finoncing for the trrigotion System Enhancement Project

IBRD Loon 8786-AlA
For the period from 1 Jonuory 2019 to 11 June 2020
ln USD

Apptjcation
N

Apptication
vatue date

('1 ) Goods, works, non'consulting
services. and consutting services,
training and operating costs for

the Project

Total

3 22.01 .1019 411 ,390.87 411 .390.87
4 05.06.2019 1 31 .91 3.3 3 131,9'13.33
5 74.07 .2019 32.,629 .77 32,629 .77
6 28. 10.2019 30,996.56 3 0,996. 56

7 ?8.04.2020 147 ,299.10 147 ,299.10
10.06.2020 189 ,963.19 1 89,96 3. 1 9

Total 944,192.82 944,192.82

.l

J

J

!



STATEMENT OF DESIGNATED ACCOUNT

Additionol Finoncing for the lrrigotion System Enhoncement Project
IBRD Loon 8786-Alvl
For the period from 1 Jonuary 2019 to 11 June 2020

Designated Account

Currency

Account number

Bank

Location

Opening balance
Add:
Cumulative opening discrepancy

IBRD advance/ repLenishment

Less:
Refund to IBRD from DA

Present outstanding amount advanced to DA

DA ctosjng batance as at 11.06.2020

add:
Amount of etigibte expenditures paid

Service charges (if debjted into DA)

Less:
9. lnterest earned (if credited into DA)

'l0.Total advance/replenishment accounted for

1'1 . Discrepancy (5)-('10)

IBRD Loan 8786-AM

U5D

90000d906132

Centrat Treasury
1 Metiq-Adamyan str., Yerevan, 0010

Repubtic of Armenia

For the period from
01 .01 .2019 to 11 .06.2020

U5D
588,609.1 3

57 5 ,933.97

164,543.10

631 ,7 41 .15

532,801 .95

1,164,543.10

1.

2.

3.

4.

5.

6.

7.

8.
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NOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS

Additionot Finoncing for the lrrigotion System Enhoncement Project
IBRD Loon 8786-AlA
For the period from 1 Jonuory 2019 to 11 June 2020

'1. General lnformation

1.1. Project Financing

According to the Loan Agreement 8786-AM dated 20 November 2017 conctuded between the Repubtic of
Armenia and lnternational Bank for Reconstruction and Development (IBRD), IBRD provided financing in
the amount of 2,000,000 United States dottars (USD) for the implementation of "Additional Financing
for the lrrjgation System Enhancement Project" (the Project).

The Project financing agreement became effective on l8 May 2018.
The CLosing date for the expenditures to be financed by the Loan is set on June 30, 20'19.

On 27 June, 201 9 The Wortd Bank has set a Project Ctosing date on December 31 , 7019,
The Grace period for submjtting withdrawal apptication for expenditures incurred before the Closing
date js 6 months fottowing the Closing date: June 30, 2020.

1.2. Projectobjectives

The objectives of the Project are to:
a) reduce the amount of energy used and improve irrigation conveyance efficiency in targeted

irrigation schemes,
b) improve the availabitity and retiability of important sector data and information for decision-

makers and other stakehotders.

fhe Project consists of the fol(owing parts:
A - lrrigation system enhancement project,
!l Management inforrnation,
C Project manaqement and WUAS' support.

1 .3 . Project Eudget

The Project js being financed by the fotlowing sources:
- lnternationat Bank for Reconstruction and Devetopment (IBRD),

- The Government of the Repubtic of Armenia (Government of RA).

Co-fifancing rate of 20% is apptied for goods, works, non-consutting services, and consutting servjces,
training and operating costs for the Project.

Category
IBRD

8786-AM
Government

Of RA
Total

USD USD USD

1.Goods, works, non-consutting services,
and consulting services, training and
oDeratine costs for the Proiect 1,995,000 500,000 2,495,000

2. Front- end fee 5,000 5,000

Total 2.000.000 500,000 2,500,000



I

1.4. Project lmplementation

Untit 30 December 2019, the Project was imptemented by "Water Sector Projects lmptementation
Unjt" State Agency (the WSPIU) of the water Committee of the Ministry of Territoriat Administration
and lnfrastructure of the RA.
The activities of the WSPIU were terminated from December 30, 2O1g in accordance with the RA
covernment Decree No. 170-N of February ?8, 20'19. Further imptementation of the ongoing projects
wjLt be continued by the Armenian Territorial Devetopment Fund through its structural subdivision. For
that purpose, upon the decision of the ATDF Board of Trustees, Water Sector Projects lmplementation
Branch of the Armenian Territoriat Devetopment Fund (ATDF WSPIB) was estabtished on January 14,
2070.
The ATDF WSPIB's address is: Vardanants btind atLey 8, yerevan 0010, Repubtic of Armenia.



2. Accounting policy

2.1 Preporotion ond presentotion of linanciat statements

The speciaL purpose financial statements have been prepared based on the accruat basis of accountingand presented in accordance with Financial. Management Manuat for Wortd Bank Financed lnvestment
Operations (March 2010): RM 3 Einanciat Reporting and Auditing.

ln accordance with the accruat bases of accounting the expenditure is recognized when the transactionoccurs (expense jncurred), and not only when cash or its equjvatent 
-is 

received or paid. Thetransactions are recorded in the accounting records and recognized in the special purpoie financiat
sratements of the periods to which they retate.

rhe special pLrrpose financiaI statements consist of:
Statement of financiat position,
Statement of sources and uses of funds,
Statement of uses of funds by project activity,
Summary of summary reports and SOE5,
Statement of designated account,
Notes to the speciat purpose financiat statements.

Reporting currency of speciat purpose financiat statements is US dottar (USD).

2.2 Foreign currency transactions

Project accounts are maintained and transactions are made in usD and Armenian Drams (AMD).
Transactions denominated in tocat currency are transtated into USD as fottows:

- contributions of the RA Government expressed in AMD are transtated into usD at the average
exchange rate at currency market issued by the centrat Bank of Armenia 1cBal at the date oftransfer

' Payments to contractors and supptiers expressed in AMD are transtated into usD at the average
exchange rate at currency market jssued by the CBA at the date of payment.- Monetary assets and tiabitities are transtated jnto USD at the average exchange rate atcurrency market issued by the CBA at the reporting date.
Transaction and transla.tjon exchange differences (gajns/tosses) are recognized and presentecl
in financiaI statements in net as an Exchange differJnce.

The a''/erage exchange rate at currency market issued by the cBA as at 31 December 201g js 1 usD
=a83.75 AMD
The average exchange rate at currency market issued by the cBA as at 11 June 2o2o is 1 USD =4E1.61
AMD

2.3 Taxes

The Project retated taxes and mandatory payments are calcutated and paid in accordance with taxrcgutations uf the Repubtic of Armenia.
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4. Prepayments

Works of the project

Operating costs of the project

Total

5. Payables

Works of the Project

Total

6. Financing

6.1. IBRD Loan 8786"AM financing

Adva nce
Reim b ursemen t - SOE procedure
Front'end fee

Totat financing budget
Percentage of finance provided as at 11 June 2020

6.2. Governmentfinancing

Contributions

Total financing budget
Percentage of finance provided as at 11 June 2O2O

7. Foreign exchange gain/(loss)

Translation of payabtes
Transtation of cash batances

132,235.13 321 ,510.08
132,235.13 321,510.08

500,000.00

As at
11 .06.2020

USD

As at
01.01.2019

U5D

194,959.75

591 .37

195 551 .1?.

As at
11 .06.7020

USD

As at
01.01.2019

U5D

29,493.38

29,49 3. 3 8

Reporting
period

USD

As at 1 1.06.2020
Cumulative

USD
(368,2s8.85)

944,192.82.
631,741.15

1 ,287 ,487 .29
5,000.00

575,933.97 974,Z?8.44

2,000,000.00
96%

Reporting
period

USD

As at 1 1.06.2020
Cumulative

USD

64%

As at
11.06.2020

USD

As at
01 .o1.2019

U5D

1 ,166.60

'1,893.69 (7 5e .7 6l

1591.41)

(1 ,351.17)3,060.29
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8. Expenditure budget execution

Cateqorv

Cumulative
Expenditures

as at 'l 1 June 2020 Total budeet Execution
USD USD

1 .Coods, works, non'consuttjng
services, and consutting services,
training and operating costs for the
Project 1 ,611 ,189 .52 2,495,000.00 65%

2.Front- end fee 5,000.00 5.000.00 100"t

Total 1,616,189.52 2.500.000.00 65%

9. Project completion

The Project was compteted as of December 31,2019 ("Ctosing Date"), and the transactions were

compteted as of June 11 2020 ("Reporting Date",).
As of the date of signing these speciat purpose financiat statements, June 25' 2020:

a. No expenses, except for final audit, retated to the Project were incurred after the Ctosing

Date; the payments made during the Grace period related to expenses incurred before the

Closing Date;

b. No withdrawats from Loan 8786 were made after Reporting date;

c. r.lo expenditures retated to the Project were submjtted to the wB after the Reporting date;

C. There weTe no uncovered prepayments or payabtes outstanding to contractors retated to the

Project;
e. The cash balance outstandjng as at Reporting date consists:

Batance of the Designated Account with the amount of usD 631,74'1.15 to be refunded to wB

alIer paying finaI audit service:
- Batance-of1ne project account (GOA co-financing) with the amount of uSD 868.14 is intended

to pay the co'financing amount of the audit service.
f. We are not aware about any pending or existing titigations against the Project'



ANNEX 1. RECONCILIATION BETWEEN THE AMOUNTS SUBMITTED BY THE PROJECT AND DISBURSED

BY THE WORLD BANK

Additionol Finoncing for the lrrigotion System Enhoncement Project
IBRD Loan 8786-AlA
For the period lrom 1 January 2019 to 11 June 2020
ln USD

Category Appl. N Proj ect WB Difference

Advance(recove ry) 6 (30,996.56) (30,996. s6)
7 (147 ,299.10\ (147 ,299.10)
8 (189,963.19) (189,963.19)

(368,2s8.85) (368,258.85)
(1) Goods, works, non-consutting
services, and consuttjng services,
trainjng and operating costs for
the Project

3 411,390.87 411 .390.87
4 1 31 ,91 3.3 3 1 31 ,91 3.3 3

5 32,629 .77 32,629.77
6 30,996.56 30,996.56
7 147 ,299 .10 147,299.10
8 189,963.19 189,963.19

944,192.82 944,192.82

Total 575,933.97 575,933.97
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Management Representation Letter

25 June 2020

To: BDO Armenia cjsc
23/6 Davit Anhaght Street, ftoor 5,
Yerevan, Armenia

This representation tetter is provided in connection with your audit of the Financiat Statements for the
period from '1 January 2019 to 'l'1 June 2020 of the "Additional Financing for the lrrigation System

. Enhancement Project" ("Project") financed by IBRD Loan Agreement 8786-AM dated 20 November 2017
("Loan Agreement") and imptemented by the Armenian Territorial Devetopment Fund (ATDF ) through
its "water Sector Projects lmptementation Branch" (W5 PIB).

We acknowledge our responsibitity for:
. fair presentation of the financiaI statements in accordance with IPSAS-cash basis;
. keeping accounts and financiat documents that are correct, comptete, fair, representing the

true facts, in conformity with the objectjves of the Project, and national tegistation.
. design and imptementation of internal controt to prevent and detect fraud.
. compteteness of information concerning financing received or due and

concerning their period examined, for the project being examined.
. avaltabitity of any information and exptanations, either oratty or by written

which might be required by the Auditor in the execution of their audit.

own financing

confirmation,

We confirm, to the best of our knowtedge, that:
. We have made avaitabte to you atl books of account and supporting documentation.
o There were no materiat transactions that had not been property recorded in the accounting

records undertying the financiaI statements.
. The internal controt system is retiabte: approval and controt of financial and other documents,

segregation of duties is adequatety done;
. The project funds have been used in accordance with the estabtished budget;
. The financiat activities are performed in conformity with the proiect objectives and adherence

to the grant agreement terms.
o The financiat resources are used in an economical and efficient manner.
. There have been no irregularities invotving management or emptoyees who have a significant

role in the accounting and internat control systems or that coutd have a material effect on the
financial statements.

. The financiat statements are free of material misstatements, inciuding omissions.

. There has been no noncomptiance with requirements of regulatory authorities that could have
a material effect on the financiat statements in the event of noncomptiance.

. There have been no events subsequent to period end which require adjustment of or disctosure
in the financiat statements, in additions to those that we disclosed or adjusted.

. No claims in connection with litigation have been or are expected to be received.

. We not aware of any fraud or suspected fraud affecting the Project involving:
a. Management,
b. Emptoyees who have significant rotes in internat controt, or
c. Others where the f materiat effect on the financial statements.

Mamikon Gasparyan
Deputy Director of the A
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