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lNDEPENDENT AUDITOR,S REPORT

То the management of " lrrigation System Моdеrпizаtiоп Project" ("Project")

Орiпiоп

We have audited the accompanying special рurроsе Financial Statements of the "lrrigаtiоп System
Modernization Рrоjесt" ("Ргоjесt") financed Ьу Credit Аgrееmепt signed iп ОсtоЬеr,l6,2015
between the Repubtic of Armenia and Eurasian Development Вапk ("Fiпапсiпg Аgrееmепt"), апd
imp[ernented Ьу the Аrmепiап Теrritоriаl Development Fund (АТDF) through its "Wаtеr Sector
Projects lmplementation Вrапсh" (WS PlB), which comprise the statement of cash receipts and
payments, the Statement of uses of funds Ьу Project activity fоr the уеаr ended 31 DесеmЬеr 2019,
and а summary of significant accounting policies and оthеr ехр[апаtоry notes.

lп оur opinion, the special рurроsе financial statements рrеsепt fairly iп alt mаtегiаl respects the
cash receipts and payments of the Project fоr the уеаr ended 31 DесеmЬеr 2019 in ассоrdапсе with
lnternationaI Pub[ic Sector Accounting Standard: Fiпапсiаl Rероrtiпg Uпdеr the Cash Basis of
Дссоuпti пg, (l PSAS- Cash Basis).

Bosis fоr Орiпiоп

We conducted очr audit iп ассоrdапсе with lпtеrпаtiопа[ Standaгds оп Auditing (lSAs) as issued Ьу
lnternationaI Auditing and Assurance Standards Board (IAASB) of the lпtеrпаtiопаl Federation of
Accountants (lFАС). Оur гesponsibitities under those standards аrе furthеr described iп the,Audjtor's
Respoлsibi/ities fоr the Дчdit of the Fiпопсiоl Stotements section of очr rероrt.
We аrе independent of the Project in ассоrdапсе with the /пtеrпоtiопоl Ethics Stопdаrds Board fоr
Дссоuпtопts' Code of Ethics fоr Pro|essional Дссоuпtапts (IESBA Code), and we have fulfi[led out
other ethicat requirements in ассоrdапсе with |ESBA Code. We believe that the audit evidence we
have obtained is sufficient and аррrорriаtе to provide а basis fоr оur орiпiоп.

Emphosis of lДаttеr- Cosh 8osfs of Дссоuпtiпg

We draw attention to Note 2 to the financial Statements, which describes that financia[ statements
аrе рrераrеd in ассоrdапсе with cash basis frаmеwогk, as а rеsult, they mау поt Ье suitable for
апоthеr рuгроsеs. Оur орiпiоп is поt modified iп respect of this mаttеr.

Emphcsis of lДоttеr- Сhапgе iп Project lmрIеmепtiпg Дgепсу

Without quatifying оur opinion, we draw уочr attention to Note 1.4 of these special рurроsе
financial statements disclosing that change in project implementing agency frоm 14 Jапuаry 2020.

Emphosis of lДаttеr -СОVID-19

Without quatifying очr opinion, we draw attention to Note 11 to the financial statements, which
describes possible effect of the impact of COVID-19 after the rероrtiпg date,

lДопаgеmепt's Responsibility |оr the Special Purpose Fiпопсiоl Stоtеmепts

The management of the Project is responsible fоr the рrераrаtiоп and fair presentation of these
special рuгроsе fiпапсiа[ statements iп ассоrdапсе with lPSAS-Cash Basis issued Ьу the lпtеrпаtiопаl
Pub[ic Sector Accounting Standards Воаrd (|PSASB) of the lnternat,iona[ Fеdеrаtiоп of Accountants
(lFАС), апd for such internal сопtrоl as mапаgеmепt determines is necessary to епаЬ[е the
рrераrаtiоп of specia[ рurроsе financja[ statements that аrе frее frоm material misstatements,
whether due to fraud оr еrrоr.

BDo З/6, Davit Anhaght St
th F[ооr, office 7
еrечап. Armell,ia
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Аuditоr's Responsibilfty for the Дudit of the Speciol Рuгроsе Fiпопсiоl Stоtеmепts

0чr objectfves аrе to obtain rеаsопаЬlе assurance about whether the specfat рчrроsе fiпапсfа(
statements as а whote аrе frее frоm material misstatement, whether due to fraud оr еrrоr, and to
issue ап auditor's rероrt that inctudes очr opinion. RеаюпаЬlе аssчrапсе is high level of аssurапсе,
but is поt а guаrапtу that ап audit conducted iп ассоrdапсе with lSAs witt always detect а material
misstatement when it exists. Misstatements arise frоm fraud and еrrоr апd are considered material
if, individual[y оr in the aggregate, they could rеаsопаЫу Ье expected to inf[uence the есопоmiс
decisions of users taken оп the basis of these special рчrроsе financiaI statements.
As part of ап audit iп ассоrdапсе with lSAs, we exercise рrоfеssiопаl judgement and maintain
professionaI skepticism throughout the audit. We also:

о ldentify апd assess the risks of material misstatement of the special purpose financial
statements, whether due to fraud оr еrrоr, design and реrfоrm audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and аррrорriаtе to рrоИdе а basis
fоr оur орiпiоп. The risk of not detecting а mаtеriаl misstatement resulting from fraud is
higher than fоr опе resulting frоm еrrоr, as fraud mау invo[ve co[lusion, fоrgеry, intentiona[
omissions, misrepresentations, оr the очеrridе of iпtеrпа[ сопtrо[.

о obtain ап understanding of iпtеrпаl сопtrоl rе[ечапt to the audit iп огdеr to design audit
procedures that аrе аррrорriаtе iп the circumstances, Ьчt поt fоr the рчrроsе of expressing
ап opinion оп the effectiveness of the iпtеrпаl сопtrо[,

о Evaluate the appropriateness of accounting poticies used and the reasonableness of
accounting estimates and related disclosures made Ьу management.

. Evaluate the очеrаll presentation, strчсturе and сопtепt of the special рчrроsе financia[
statements, including the disclosures, and whether the Special рUrроsе fiпапсiа[ Statements
rерrеsепt the underlying transactions and events in а mаппеr that achieves fair
presentation.

We communicate with mапаgеmепt regarding, among other matters, the р[аппеd scope and timing
of the audit and significant audit findings, including any significant deficiencies in iпtеrпаl сопtrоl
that we identify duгing оur audit.

Rероrt оп Other Legol Requirements

то соmр[у иth the tеrms of the Lоап Аgrееmепt, the project mапаgеmепt shatt iпsчrе that:

1, funds have Ьееп used iп ассоrdапсе with the conditions of the Fiпапсiпg Аgrееmепt, and
World Bank related guidetines, with dче attention to есопоmу апd efficiency, and оп[у fоr
the рurроsеs for which the financing was provided;

Z. sчрроrtiпg documents, rесоrds and accounts have Ьееп maintained to support claims fоr
rеimЬчrsеmепt of expenditures iпсчrrеd. Expenditures inc[uded iп the withdrawaI
applications and rеimЬчrsеd against аrе eligible fоr financing чпdеr the Fiпапсiпg
Дgrееmепt; lnterim Unaudited Financial Reports (lFRs) issued Ьу Project mапаgеmепt
during the Reporting уеаr аrе iп аgrееmепt With the чпdеrlуiпg books of accounts;

3. the Specia[ ассочпt used has Ьееп maintained in ассоrdапсе with the provision of the
Financing Agreement, and Wоr[d Bank related guidetines.

4. goods and seМces financed have Ьееп рrосчrеd in ассоrdапсе Mth the Financing
Agreement апd Wоrtd Bank related guidelines.

ln очr opinion, the Project mапаgеmепt has complied with the above rеqчirеmепts during the уеаr
ended 3'l DесеmЬеr 2019.

З Juпе 2020
"BDO Аrmепiа" с

Vahagn Sahakyan, FССА Gпе[ Khachatryan, FССА
Епgаgеmепt раrtпеrManaging Раrtпеr
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lrrigation System Modernization Project
EDB cREDlT
Notes to the special рчrроsе financial statements
Fоr the уеоr 31 DесеmЬеr 2019

1. Gепеrаl information

1 .1. The Рrоjесt

Оп 16 October 2015 between the Republic of Аrmепiа
(EDB) was conc[uded Credit Аgrееmепt, according to
Republic of Аrmепiа in the amount of 40,000,000 USD.

and the Eurasian Development Bank
which EDB provided а credit to the

The Credit is provided for the imp[ementation of "lrrigation System Modernization Project"
(the Project).

The Project Effective Date is June 10,2016. The Completion Date in accordance to
Gепеrа[ Аgrееmепt (аппех 2) is June З0, 202't.

1.2. The Project objectives

The objectives of the Project аrе to:
(i) iпсrеаsе the efficiency of irrigation
(ii) entarge the irrigated аrеа;
(iii) devetop the manageriat potential

estabtishment of WUA Federations.

systems;

and increase the technical equipment of WUA,

The Project consists of the fo[lowing components:

Соmропепt 1 . Conversion of pump-based irrigation to gravity;
Component 2. Rehabititation of main апd secondary canals;
Соmропепt З. Upgrading of оп-fаrm irrigation networks of WUAs;
соmропепt 4. project management. Development of institution capacities of wuдs and
establishment of pitot WUA Federations.

1 ,3. The Project Budget апd Fiпопсiпg

The Project is being financed Ьу the foltowing sоurсеs:
- EDB Credit - 100У" of а[[ expenditures, exclusive of taxes,- The Gоvеrпmепt of the Republic of Аrmепiа (Government of RA) - expenditures

reIated taxes,
- Communities - 10% of civiI works contracts uпdеr part З of the project.

Category
EDB Credit Government

of the RA
Community Total

USD USD USD USD
1 . Goods, wоrks, services,

trainings, and PlU operating
coStS 40,000,000.00 40,000,000.00
2. Taxes and other Mandatory
Payments ,l0,000,000.00 10,000,000.00
З. Co-financing of the civil
works part З of the project 1,600,000.00 1,600,000.00
Total 40,000,000.00 10,000,000.00 ,t,600,000.00 51 ,600,000.00



lrrigation System Modernization Project
EDB cREDlT
Notes to the special рчrроsе financial statements
Fоr the уеоr 31 DесеmЬеr 2019

1.4, Project lmрlеmепtаtiоп

Untit 30 DесеmЬеr 2019, the Project was imp[emented by "Water Sector Projects lmplementation
Unit" State Agency (the WSP|U) of the Wаtеr Committee of the Ministry of TerritorialAdministration
and lnfrastructure of the RA.

The activities of the WSPlU wеrе terminated frоm December з0, 2019 in ассоrdапсе with the RA
Gоvеrпmепt Decree No. 170-N of FеЬruаry 28, 2019. Furthеr implementation of the ongoing
Projects wilt Ье continued Ьу the Агmепiап Теrritоriаl Development Fчпd (АТDF WSPIB) through its
structuraI subdivision. Fоr that purpose, uроп the decision of the АТDF Board of Trustees, Water
Sector Projects Implementation Вrапсh of the Аrmепiап TerritoriaI Deve[opment Fuпd was
established оп January 14, 2020.
The АТDF WSPIB's address is: Vardanants btind alley 8, Yеrечап 0010, Repub[ic of Аrmепiа.

Z. Sчmmаrу of significant accounting policies

2.1. Рrероrаtiоп опd рrеsепtоtiоп of fiпопсiаl stotements

The specia[ purpose financia[ statements аrе prepared in ассоrdапсе with the lnternationat Pubtic
Sector Accounting 5tandard: FiпопсiоI Rероrtiпg LJпdеr the Cosh Bosis of Дссоuпtiпg (lPSAS.Cash
Basis), issued Ьу the lпtеrпаtiопаt Pubtic Sector Accounting Standards Воаrd (lРSдSВ) within the
lпtеrпаtiопа[ Federation of Accountants (lFАС).

The principaI accounting policies applied in the рrераrаtiоп of these special рurроsе ]

Statements are set out be[ow. These policies have Ьееп consistent[y applied to att the
presented.

2.2. Cosh bosis of оссоuпtiпg

Project financing is recognised as а sоurсе of project funds whеп the cash is received.
expenditures аrе recognised as а use of project funds when the payments аrе made,

fi папсi а [

periods

Project

2.3. Rероrtiпg сurrепсу

The reporting сurrепсу of these specia[ purpose financial statements is usD.
The contribution of the Gочеrпmепt of RA and expenditures made in local сurrепсу, Аrmепiап Drаm
(AMD), аrе translated into USD based at the exchange rаtе defined Ьу the Сепtrаl Bank of the
Repubtic of Аrmепiа (СВА) at the date of the transaction,
The effect of exchange rate changes оп cash held on [оса[ сurrепсу is reported as separate line item
in the statement of cash receipts and payments.

The average ехсhапgе rate at сurrепсу market issued Ьу the СВА as at З1 December 2018 is ,l USD
=48З.75 AMD

The average exchange rаtе at сurrепсу market issued Ьу the СВА as at 31 December 2019 is,l USD
=479.70 AMD

2.4. Toxes

Taxes аrе paid in ассоrdапсе with the tax regulations of the RецlЬliс of Аrmепiа.

2.5. Budget

Expenditure budget is created based оп actua[ accumulated expenditures for the last period ptus
the updated annual budget fоr the reporting period.



lrrigation System Modernization Project
EDB cREDlT
Notes to the special рчrроsе financial statements
Fоr the уеоr 31 DесеmЬеr 2019

3. Summary of Sчmmаrу Reports and SOEs

Fоr the уеаr ended December З1, 2019

4. Statement of Special Ассоuпt

Bank account пumьеr
Вапk

Bank location

Сurrепсу

900000901 794

Сепtrа[ Тrеаsurу
'l Metiq-Adamyan, Yеrечап, 0010
Repubtic of Armenia
USD

AppIication
N

App[ication
value date

('l ) Goods, works, services,
trainings, and PlU operating

costS

Total

(USD) (USD)
8 79,01 .2019 з24,96з.89 зz4,96з.89
9 24,05.2019 ,1,450,565.,1,1

1 ,450,565.1 
,|

10 02.08.2019 1.178.216.зз 1,178,z16.зз
,1,1 20,12,2019 257,699.38 257 ,699,з8

otal з ,21 1 ,444.7 1 3.211.444.71

l
l
l
l
l
l
l
l
l
l
l
l
t
l
l
l
l
I

EDB Credit
z019

'l . Орепiпg Ьа[апсе

2. Add: opening discrepancy
3. EDB advance/rep[enishment
4. Less: Refund to EDB frоm SA

5. Рrеsепt outstanding amount advanced to SA

6. SA ctosing Ьа[апсе as at З1 .12.2019

7. Add: Amount of eligibte expenditures paid

8. Less: interest еаrпеd (if credited to SA)

9. Total аdчапсе accounted fоr

10. Closing discrepancy (5)-(9)

4,675,036.11

з,z11,444.71

7,886,480.82

4,585, з29,36

3,з01,15,|.46

7,886,480.82
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lrrigation System Modernization Рrоjесt
EDB cREDlT
Notes to the special рчrроsе financial statements
Fоr the уеоr 31 December 2019

5. Statement of Fiпапсiаl Position

The statement of Financia[ position discloses assets, tiabilities and net assets of the
Project as at rероrtiпg date. |t is рrераrеd in ассruаl basis that is transactions аrе
recognized when they оссur (and not on[y when cash is received оr paid).

note з1.12.2018
USD

ASSETS

Cash
Prepayments

Total assets

LlABlLlTlES
PayabIes

Total liabilities

NET ASSETS

cumulative income
EDB Credit
Government of RA

Community

Cumulative expenses

Project expenses

Fоrеigп exchange gain/ (toss)

Total net assets

4,864,зz0.71 4,675,0з6,11
753,1 65.26 з3,015.75

5,617,485.97 4,708,051.86

36з, з99.95 4z,z87,07
363, з99.95 42,287.07

,l0,617,399.30 6,6о6,2з1.67

254,086.02

Underlying
Счrrепсу

з1.12.zо19
USD

9,4в6,673,11
851,031 .60

z79,694.59

(5, з66,868. з7)

(5,366,868. з7)
з,555.09

з1.12.zо19
USD

6,z75,zz8.40
зз1,00з.27

(,1,9з6,384.97)

(1,9з6,з84.97)
(4,081 .91)

4,665,7 64.79

31.,t2.2018
USD

,l0.1

10.z
10. з

6. Cash

Speciat account (EDB
Credit )

Project account
(community)

Total

7. Prepayments

civit works
Consulting services
Operating costs

TotaI

Тrеаsчry

Тrеаsчry

4,585,329. зб 4,675,0з6.11

Account
held at

USD

AMD z78,991.з5

4,864,3zo.71 4,675,оз6.11

31.12.2018
USD

32,74о.5;
275.19

з1.12.2о19
USD

75з,165.z6_

75з,165.26 33,015.75

6

7
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l Notes to the special рurроsе financial statementsl Fоr the year 31 DесеmЬеr 2019

l

l

8. Payables

l :L";1IilT,"-,.",
Total

l

з1.12.2о19 з 1 .12.2018
USD USD

ззz;т9Е8г ----Z1jпзтз1,201.08 674.72

363,399.95 42,287.о7

; 9. Project Expenditures

l 
n ,1 Project ехрепditчrеs fiпопсiпg реr funds

9.2 Project ехрепditurе budget ехесчtiоп

Expenditure
category

Reporting уеаr cumulative
As at 31 Dec 2019

EDB Credit Gочеrпmепt
of RA

Total EDB Credit Gочеrпmепt
of RA

Total

USD USD USD USD USD USD

1. Goods,
wоrks, services,
trainings, and
PlU operating
coStS 3,301,151 .46 3,301 ,151.46 4,901,з4з.75 4,9оl,з4з.75
2. Taxes and
other
Mandatory
Payments 520, з94.21 520,394.21 848,812.82 848,812.82
З. Co-financing
of the civil,
works part З of
the pro,iect

Total 3,30,| , 151 ,46 52о,394.?1 з,821 ,545.67 4.901,з4з.75 848,812.82 5,750,1 56.57

Expenditure category

cumulative
Expenditures

as at 31 Dec 2019 Total budeet Execution
USD USD %

'1 . Goods, works, Services,
traininqs, and PlU operatinq costs 4,901.34з.75 40,000,000.00 12о/о

2. Taxes and оthеr Мапdаtоrу
Payments 848,812.82 10,000,000.00 8%
З. Co-financing of the civil wоrks
part 3 of the project l,boo,ooo,oo
TotaI 5,750,156.57 51 ,600,000.00 11%
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Notes to the special рчrроsе financial statements
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10. Financing

10.1 EDB Credit

Advances/ (advance rесочеry)

SOE and Summаrу Report

Total

TotaI financing budget
Percentage of finance provided as at 3'| Dec
201 9

10.2 Gочеrпmепt of RоД

Reporting
period

USD

cumulative as at
3,t Dec 2019

USD

5,000,000.00

з,211,444.71 4,486,67з,11
з,z11,444.71 9,486,67з.11

Reporting
period

USD

4о 000 000.00

24%

Cumulative as at 31
Dec 20'l9

USD

Financed

TotaI financing budget

Percentage of finance provided

10.3 Community

as at З1 Dec 2019

520,028. зз 851,031 .60

10,000,000.00

Cumulative as at 31
Dec 2019

USD

9%

Reporting
period

USD

Fiпапсеd

TotaI financing budget

Percentage of finance provided as at З1 Dec 2019

z79,694.59 z79,694.59

,t,600,000.00

17%

1 1. Events аftеr the reporting date/ Subsequent events

Considering breakout of new coronavirus (COVlD-19) in the world, as we[[ as Republic of Аrmепiа
Gочеrпmепt Decree оп dec[aring State of Еmеrgепсу frоm March ,lб to June ,1З, 2020 throughout
Armenia, the Project management believes that the situation mау have а negative impact оп the
Project, in particu[ar it may lead to:

. De[ays in the works,

. Difficulties to coordinate project activities, and

. other negative outcomes due to limitations.
Given the unpredictabitity of events, Project mапаgеmепt does not consider it possible to estimate
the financial impact of the аЬоче event оп the rероrts.
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Irrigаtiоп System Modernization Project
EDB cREDlT

ANNEX 1. RECONC|L|ATION BETWEEN ТНЕ AMOUNTS SUBM|TTED BY ТНЕ PROJECT AND
D|SBURSED BY ТНЕ EDB
Fоr the уеоr 31 DесеmЬеr 2019
(Дmочпts оrе shown iп USD)

t
t
i
a
l
l
l
l
l
l
l
I
l

Expenditure Category Appl. Project EDB Diffеrепсе
1. Goods, works, services, trainings, and

PlU ореrаtiпg costs
в 324,963.89 з24,963.89

9 1 .450.565.1 1
,1,450,565.11

10 1,17в,216,зз 1,178,z16.зз

11 z57 ,699,з8 z57 ,699.з8
Total з,211,444.71 з,211,444.71
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Мапаgеmепt Representation Letter

З June 2020

То: BDO Аrmепiа cjsc
2З16 Davit Anhaght Street, flооr 5,
Yerevan, Armenia

This representation letter is provided in connection with your audit of the Financiat statements fоr
the уеаr ended 3'l Dec 2019 of the "lrrigation System Modernization Project" ("Project'') financed
Ьу Credit Agreement signed in october 16,2о15 between the Repubtic of дrmепiа апd Eurasian
Development Bank ("Financing Аgrееmепt") and imptemented Ьу the Аrmепiап TerritoriaI
Deve[opment FUпd (ATDF )from the "Water Sector Projects lmplementation Вrапсh'' (WS PlB).

We acknow[edge оur responsibi[ity fоr:
. fair presentation of the financiaIStatements in ассоrdапсе with lPSAS-cash basis;, keeping accounts and financial documents that аrе соrrесt, comp[ete, fair, representing the

true facts, in conformity with the objectives of the Project, and nationat tegistation.. design and implementation of iпtеrпаl control to рrечепt апd detect fraud., completeness of information сопсеrпiпg financing received оr due and own financing
сопсеrпiпg their period examined, for the project being examined., avai[abitity of апу information and explanations, either orally оr Ьу written confirmation,
which might Ье required Ьу the Auditor in the execution of their audit.

We confirm, to the best of оur knowledge, that:
, we have made available to you all books of account and supporting documentation., There Were пО material transactions that had not Ьееп рrореrlу rесоrdеd in the accounting

rесоrds underlying the financiaI statements.
, The interna[ сопtrо[ System is reliab[e: approvaI and control of financia[ апd оthеr

documents, segregation of duties is adequatety done;, The project funds have Ьееп used in ассоrdапсе with the estabtished budget;, The financiaI activities аrе performed in conformity with the рrоlеit objectives and
аdhеrепсе to the grant agreement terms.

, The financial resources аrе used in an economica[ and efficient mаппеr., Тhеrе have Ьееп по irregularities involving management оr employees who have а
significant rоlе in the accounting and internal contro[ systems оr that could have а materia[
effect on the financiaI statements.

, The financiaI Statements аrе free of materiaI misstatements, inc[uding omissions., There has Ьееп по попсоmр[iапсе with requirements of regulatory authorities that could
have а materiaI effect оп the financial Statements in the ечейt of попсоmр[iапсе., Тhеrе have Ьееп по events subsequent to period end which require adjustment of оr
disclosure in the financial Statements, in additions to those that we dtsctosed оr adjusted., No claims in соппесtiоп with litigation have Ьееп оr аrе expected to Ье received., We not aware of апу fraud оr suspected fraud affecting the Project involving:

а, Management,
Ь. Emp[oyees who have significant ro[es in iпtеrпа[ сопtrоl, оr
с. others where the fraud could have а material effect on the financia[ statements.

Mamikon Gаsраrуап
Deputy Director of the АТDF - Вrап

Wffiц
Nаriпё Кефdп. ATDF Вrапсh Chief Account

"Water Sector Projects lmplementation Вrапсh" of the Аrmепiап TerritoriaI Development Fuпd


