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lndependent auditor's Ei[uL oluqu phqLhu \E!unni]

report
Gr.ir Thornon cJ6c
Y6@an Pl6a Ausins C.nlr
9 Gr0or Lusavo,i.h StrBl,
Y.@an 0015, Rooub lc of Arm.ni.
T + 374 10 50 0g 64/51

To the manag€msnl of lhs Water Committ€€ ofthe Minislry ot Terrilorial Adminislration and lnfraslruc.turss of
th€ R€public of Armenia

Opinion

We have audited ti6 accompanying spscialpurpose projecl frnancial siatements of the "Communal
lnfrashucturc Programmo ll- Phase 3' (h€ 'Proj6cl'), impl€mentsd through the Branch of th€ Arm€nian
Territorial Developmenl Fund for the impl€m€nlalion of wsisr managament progrcms (the ATDF'Watsr S€.tor
Projects lmplementalion Branch') under th€ r€sponsibilily of lh€ Water Committee of the Ministry of Tsrritorial
Administration and lnfrastructures of the Republic of Armenia (lhe 'WC") and iinanced n accordanco with lhe
Loan and Project Agreement of rhe Kfl/l/, Frankfud am Main (ths "KfW'), linancing agre€menr of the Eurcp€an
Union (the "EU"), rcpresenled by the European Commi$ion's EU Neighbourhood lnvestment Facility Project
(the 'EU-NIF )and he European lnvestment Eank (lhe 'EIB') linance contracl, which comprise the slatement
ofcash receipts and disbursemsnts, stat€m€nl of sxpsnditures and statements of project accounts, individual
project ac.ounts and govemment co-fnancing accounts as ofand for lhe ysarendsd 31 December2020 and a
sLrmmary ofsignificanl accounting policiss and olher explanatory informalion.

ln our opinion, the special purpose projecl linancial stat€m€nts preseni fai y the cash balanc€s of th€
'Communal lnlraslructure Prcgramme ll- Phass 3" undsr KfW Loan and Project Agreement as of 31

December2020, and the cash rcceived and cash paid for ths ysar then snded, in accodance with ths €ash
basis of accounting described in note 2 lo the specialpurpose project linancial slalements, and in allmat€rial
respects, payments h.ve been made in accordanc€ with the conditions oflhe Loan and Poject Agr€sm€nt
signed on 27 December 20l3 and laler amend€d and ths conesponding Separate P€reement signed on 28
October 2015.nd later amended, as well as Suppl€m€ntary Conditions of the KIW for paym€nts und€r the
Oisbursement procedure.

ln ouropinion, th€ stat€m€nts of expendilures submitted were supported by r€l€vantand reliabte evidence and
can b€ r€lied upon to supporl lhe applic€tions for lhe Kfw BMZ 2013.6634.3 withdrawals.

ln addition, in our opinion:

.) The payments have been mado in accordanc€ with the condirions ol rhe relevant Loan and Proj€ct
Agreement signed on 27 D€c€mber 2013 and later amended and lhe coftesponding SeparEte Agreement
signed on 28 Octob€r2015 and laleramEnd€d. Thercwere no ineligible exp€ndilures identined.

b) The accounting documsnts hav€ been maintained in accodancs with tho provisions of the Loan and
Project Agreement sign€d on 27 Dec€mber 2013 .nd later amended and lhe conssponding Separate
Agreemenl sign€d on 28 Octobsr 2015 and l.rer amended.

c) Expendiluresarc supportsd by rslevant and reliable evidence. Allsupportins docum€nts and recods wilh
respecl lo the stat€m€nts of exp€nditure submitted as the basis for withdrawal apptications have been
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d) The auditod staleme s of expenditures can be ralied upon to support lh€ relalsd wilhdrawal applicalions.
Clsar linkage exists belween the statemsnis ofexp€nditurss, th€ withdrawal applications pres€nted to th6
Kfl/V and the accounting records.

s) Du ng lhe yearended 31 Decsmber2020 no goods have been acquircd within the scope oflhe Loan and

Project Agreement and corr€sponding Ssparals Agreemont. The rendered services include consulting
s6rvlc6s and constrLrction !rcrks, which w€relinancsd and procured in accordancowith th€ rcl€vant Loan

and Proiect Agreement signed on 27 December 2013 and lat€r amendsd and the conosponding Separale
Agreementsigned on 28 October20l5 and laleramend€d, r€sp€ctivsly.

f) No specific dericiencies and areas olweakness hav€ been idenlified in the inlemalsyslsms established
wilhin the framework of the Poject.

Basis for Opinion

W6 conducted olr audit in ac.ordance with lnlernational Standads on Auditing ('lSAs'). OLrr responsibilities

undsr lhose standards are fudher described in the Aud,tot's Responsibilities tot lhe Audit of the Special

Purpose Projoct Financial Slalerrerts section of our repon. Ws ar€ independsnt from th€ ATDF and ths WC in

accodance wilh lhe lnternational Ethics Siandards Eoard for Accountants' Code of Eth cs for Prof6ssional

Accountants (th6'IESBA Code") togelher wilh the ethical requiremenb lhat ars rolevant to our audit of lh€
financial slat€menls in ths Rspublic of Armenia, and we havefuhlled our other athical responsibilitias in
accordanc€ wilh lhose ethic€l r€quircmenls. We believe thatlhe audit evidence we have oblain€d is suflicisnt
and approprials !o provide a basis forouropinion.

Emphasis of Matterc

we dr.wattention lo nole 2lo the specialpurpos€ project financial statements, which describesthe basis of
accoLrnting. The special purpos€ projscl fnancial stat€m€nts arc prcparcd to assist the management of the
ATDF underlhe responsibility of the WC lo mest th€ rsquir€menF of lhe financial rcportng of lhe Loan and

Poject.greemenl of the KfW, the EU-NIF Rnancing agrssmentand the EIB finance contract. As a rcsult, the
specialpurpose project financial slalemsnls rnay nol be suilabl€ foranoth6r purpose. Our opinion is not
modified in respeci ot this matter.

Responsibilities of Management for the Special Purpose Project Financial Statements

Management ol the Project is rcsponsible for the preparation and fair pr€s€ntation of th€ sp€cial purposs
project linancial statements in accordance the c€sh basis ofaccounling as described in nots 2 to th€ special
purpo€e project linancial slalements, ihe conditions of th€ Loan and Proj€ct Agreement sign€d on 27

Oecomber 2013 and later amended and the corresponding Separate Agr€€ment signed on 28 October 2015
and lateramended, the apprcpdale covenants of the EU nnancing agreement and the EIB finance contract and
iorsuch, inlemal control as manag€menl delermines is ne€ssary lo enablelhe pr€paration of sp€cial purposs
proj6ct fnancial statements that are free lrom material missiatement, whetherduslo lraud or eror.

ln prcpadng lhe specialpurpose projeci nnancial statements, managemsnt is responsiblefor assessing the
ability of the Project lo conlinue as a going concem, disclosing, as applicable, matters related to going concern
and using lhe going concem basis ofaccounling.

Auditofs Responsibilities for the Audit of the Special Purpose Project Financial Statements

Our obj€ctivss are lo oblain roasonable assurance aboutwhetherthe specialpurpose prcjectllnancial
stalements as a siole are f.ee from material misslaEmenl, whetherdueto traud or enor, and to issue an
audiiols report that includes our opinion. R€asonable assurance is a high level of assurBnce, but is not a
guamnteethal an auditconducted in accordance wilh lSAs will always detect a malerial misstatemonl wh€n it
exists. Misstatements can arise from fraud orerorand are considered materialil individuallyor in the
aggregate,lhey could reasonably be expecled to inrluence the economic decisions of userslaken on the basis
of these special purpose project linancial statements.

As partofan auditin accordance wilh lSAs, we exe.cise professional judg emenl and mainlain profossional

sk€pticism lhrouohoul lhe audit. we also:
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Armen Hovhann syan

Chiel Executive Offic€r

' ld€ntify and assess ihe risks of materiar misstat€ment of lhe speciar purpose project financiar statemenis,
wh€lherdu6 to fraud or enor, design and perform audir procadures r€sponsiv€ to those risks. and obtain
audit evidence rhar is sufficientand appropnats to provid€ a basis forouropinion- The risk ofnotdelecting a
mareriar misstatemenr resurting from fraud is higherrhan for one resulting fiom error, as fraud may invorv€
coilusion, forcery, intentionat omissions, misrepr€s€ntatons, orthe ovsrride of inlem.t contmt.

' obr.in an undorstanding of internar conrmr rerevant to rhe audii in order to design audir procedures lhat.re
apprcpriate in the circumstances, bur not fc,r rhe purpose ofexpressing an opinion on ihe effeciivensss of
inremal conilot estabtished wilhin ihe framework of the projecl.

' Evaluat€ the appnpriaEness ofaccounting poriciss used and the reasonabreness ofaccounting estimates
and rclated disciosures mads by manag€ment.

. Conclude on the appropiaten€ss olmanagemenfs use olth6 going concern bEsis ofaccounting and, based
on the audit evid€nce obiained, wheth€r a mareiat uncertainty exisrs retated ro ovsnts orcondit;ns that
may cast significanl doubl on the abitity of the proj€ct to continue as a going concern. lf we conctud€ that a
material uncertainly exists, we are rcqui€d to draw attenlion in ouraudito/s repon ro the rerared drscrosures
in the specialpurpose prcject frnanciat siatements or, if such disctosures are inadequato, to modify our
opinion. Ourconclusions ar6 bas€d on the auditevidence obtained upto the date of our auditots ;epon.
How6ver, future events orconditions may cause lhe poiect to cease to continueas a going conc€rn.

. Evaluale lhs overall presentation, struclure and content of th€ speciat purpose prcj€ct fnanciat sbr€menrs,
including the disctosures, andwhetherthe speciatpurpose proj€ct tinanciat starem€nb representth€
underlying transactions and svents in a mannerlhat achiev€sfair presentalion.

We communicate wilh management regading, among other matters, rhe ptanned scope and timing of the audit
and signilicani .udit rindings, incruding anv signiricant defic encies in intemar conr.or rhat ws idenrii during our

29 Match 2021
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Statement of cash receipts and
disbursements

As of and for lie Wat ended 31 Decefiber 2U0

ln Euro
31 O€cember

2020

Fund replenishmenb hom th€ KfW
Fund replenishments from /(€tumed amounts to) the EU-
NIF

Co-financing

Total r€ceipts/(returned amounts)

Disbursements from the KfW sources

DisbuB€m6nts frcm lhs EIJ-NlF sources

Disbursements hom lhe co-financing sources

Bank transfer fees

Loss from the exchange rate dilierence

Net incrcas€/(d6cr€ass) io cash

31 Oocember
2020

(129,000)

40,441

(48 559)

(831,852)

(86 850)

(68 096)

6,555,542

273,383

555,238

7,384,163

(3,450,798)

1249,718)

1s13,741)
(315)

(986,798) 14,244,572)

(12,345)

(1,047,702)'

111,497)

3,128,094

Casi balance atthe beginning olthe y6ar

Net increase/(decrease) in cash

2020

4175796
(1,047,702j

_____!..1?!p9t

appro\€d on 29 l,tarch 2021 by:

of Financial and Accolnling Oeparlm€nl of WC

Depuiy Di W
il,//

Acling General Secretary

The stelemenl of cash rocaipls afld disblr8em€nls iE lo be Ead in @njuncrion w h rhe nores io and foming pari ot the
sp€cial purpose project fna.dal si.temenb ser our on pages 15 to 18.

wscomnMdhM'ndr}oir.filh.R.p'dcolAmi.
sp.oc Puaor Prci.d Fin.idd sr.fub ad d@ertudiotu R.rd



Statement of expenditures

ln Euro

Cat€gory

Expenditures

2020

As of 31

2020

Construction services

Consulting s€rvic€s

Consultiflg sorvices

255,909

575,943

86,850

68,096

2,874,855

575,943

249.718

543,741

315

986,798 4,244,572

The sl.tement of expondituE5 is io bs read in conjunction with the notes to and loming pan ol lhe sp€cial puryose prcject
financlal slat€m€nls sel oul o. pag615lo 18.

w66cod6oihMndloiIfu
SsarPu@!. PreFd F n,M' sbb'm



Project account statement (KfW
loan)

Account number: 900000902370
Eank:Stat€ Treasury of ihe Republic of Armen ia
Addr€ssiY€r€van0010, Meliq-Adamyan 1

Curency: Eurc
As of and for the year ended 31 December 2020

Balance as of I January 2020

Transf€r to th€ lndividual Pmjsct acclunt
Consulting s€rvices

Balance as ot31 December 2020

3,936,373

(803,622)

128,23O)

i831,852)

3,1M,521

-Ihe pDject accounl stalemenl is to b€ rsad in conjunction with the noles lo and loming pan ot $e sp*i.t purpo6e prcjeci
linancial slalemenls sel oul on pag6l5 to 16



Project account statement (EU-
NrF)

Account numbor: 900000902396
Bank: Sliale Treasury of the Republic of Amenia
Addross: Yerev.n0010, Msliq-Adamyan I
Cunencyi Euro
As of and for the ysar ended 31 D€camber 2020

Balanc€ as ofl January 2020 239,414

(129,000)

{129,000)

T6nsfer lo lhe lndividual Projeci account (86,850)

Tolaloumow (8G,850)

Balance as of31 December2020 23,5U

T-f'e prcjocr account statemenl is !o b€.6ad rn conju.ction wilh lhe mtES lo a.d toming part ot the speciat pu.pose prcject
financ'ar sBlemenls s.loulonpa€ss 15 to 18

w!6comdleoiu.Mnd,ydIfu
sF pu@e pDl.d F n.iod sbr.md. hd hdeadhiAldtoi6 R.r.n



lndividual Project account
statement (KfW loan)

Account number: 900000902974
Bank: Staie Treasury of the Republic of Armsnia
Address: Yerevan 0010, Meliq-Adamyan 1

Currency: Euro
As ofand for ihe year ended 31 Dsc€mber2020

Balancs as of 1 January 2020

Transfer lo lhe lndividual Projecl account

Balance as of31 D€cember 2020

803,622

803.622

(80s,622)

(803,622)

lhe individual prcject a@ont stetsmenl is to be .ead in conlunclion wirh th€ noles ro a.d toming parr of the speciat puDoss
project fnancial statemenls sel oul on pages 15 to 18.



lndividual Project account
statement (EU-NlF)

Account number: 900000903592
Bank: State Trcasury of ihe Republic of Armen a
Addr€ss: Yerevan 0010, Meliq-Adamyan 1

Currency: Euro
As ofand for lhe year ended 31 Dec€mber2O2O

Balance as of 1 January2020

Transfer to th€ lndivid ual Poject account

Balance as of31 Decembor 2020

86,850
86,850

(86,850)

(86,850)

The individual projecl ac@ont staroment is io be read tn conjunction with tho noies to and loming part oi rhe speciat puDoss
prclect fnancial sl,atements s€t oul on pages 15 ro 18.

waldftmnlbof6aMr*ydr.nl



Government co-financing account
(AMD) statement (KfW toan)

Accounl number: 900000902982
B.nkrState Treasury of the R€pubtic of Armen ia
Addressi Y€revan 0010, Ntetiq-Adamyan I

As of and forthe ysar ended 31 December 2020

Ealance as of 1 January 2O2O

The Gov€rnmenl co-linancing
Rsturned amountio tho slate budgst

Exchange rate diff€rence

Balance as of 31 Oecember2O2O

56,993
(4,081)

52,9'12

/.8,242)

(44,670)

(44,670)

;h:3:"#l"Ji"f"ff:ffi:..1ft":;:il5u::i:ffi..:*junclionwirhthenobsroandrominsparro,rhesp€ciar

w.6commtrGoilbMhlnydlm
s@a, p!@ poFd 

F n.iod sb@dt md hd@idai Ad,btu R.;tuoradd6.F,dd3, k.e,rdro,,



Government co-financing account
(AMD) statement (KfW loan)

Account number 900000908401
Bank: State Treasury of the Republic of Armenia
Addr€ss: Y€r€van 0010, Meliq-Adamyan 1

As ofand for lhe year ended 31 December 2020

Balanc€ as of 1 January 2020

The Governmeni co-fi nancing

Exchange.ate dilferenco

Balance as of 31 Dscemb€r2020

5,645

5,645

26

(5,671)

The gdomment co-nnancing account st.t6ment ls to b6 r6ad in @njunction wih the nor€s lo and foming parr of llle sg€cial
purposo projecl fnancial si.remonrs s€t out on pages 1 5 io 18.

wabfunlb'olhMhrqryolr6hl
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Government co-financing account
(AMD) statement (EU-NlF)
Account numb€r: 300000903600
Bank:State Trcasury olthe Republic of Annen ia
Addrcss: Yerevan 00'10, Meliq-Adamyan I

As ofand for lhe year€nded 31 December 2O2O

Bslance as of 1 January 2020

The Govemmenl co-fi nancing
R€turned amounl to the stat€ budgel

Exchange rate dilferenco

Balan€€ as of31 December 2020

The govemm6nt co-financing accorrll statmenl is to be Ead rn conp.ction w h rhe notss lo and toming p.n ot lhs sp.ciatpurpos. po,scl in.nci.lslatements set oul or pag.s t5lo 18. '_

ftaiohets-dal^dib4c.@

37,628

115.744)
21,8U

14,'129)

(17,755)

117,755)



Notes to the special purpose
project fi nancial statements

1 Nature of operations and general information

Within the fram€work ol the "Communal lnfrastructur€ Programms ll - Phas6 3" (the'Projecl'), lhe Republic ol
Armenia (th6'RA')has €ceivsd a loan frcm th6 Kfw, Fankturtam Main {ths "Kfrl/').Ife Loan and Projecl
Agreemsnt was sign€d on 27 Decsmb€r 2013, as amended on 20 June 2018 b€tw€sn ths KfW on the one
part, and th€ RA, rspr6s6nlsd by tho Ministry of Financ€ and rsprssont€d by lho Stat6 Committs€ of Waler
Economy of lhe Ministry of Enersy lnfrastructurss and Natural Resourc€s of lhe Republic ofArmsnia (lhe
'SCWE')and the Armenian Water and Sewerage CJSC, the LoriWater and Sewerage CJSC, "NorAkunq"
CJSC and 'ShiGk Water and S€wErage" CJSC ("PEAS"), €ach r€prss€nt€d byths SCWE on lhe otherparllor
lhe implemsnlalion of th€ Project. Ths lotal amount of th€ frnancing was agrsed to be up to Euro 30,000,000.
Tha Pmjecl is co-financ€d by th6 Eurcpean lJnion (th6 "ElJ"), rapresented by the Europsan Commission's EU
Neighbourhood lnwstn€nt Facility Projscl (lhe EU-N|F') and the European lnvestnent Bank (the "ElB').

The lmplementing Financing Agr6€m€nt betwssn ths RA, rspresantsd bytha Minislry of Finance and lhe
SCWE and t.ls EU were signed on 14 May 2014. The total amount ot tha grant was agreed to be up !o Eurc
15,000,000.

The Finance Conlracl bstw€€n ths RA, r€prss€nlsd bythe Ministry of Financ€ and lhe EIB was signed on 27
Jun€ 2014. Th€ totalamounl of the cr€dit was agreed to bs Euro 25,500,000.

The Project is implemsntsd in accordance wilh lhe Loan and Projecl Agreemeni signed on 27 Decamber 2013
as amended on 20 June 2018 and on 12 May 2020 and the Separate Agreement signed on 28 Oclob€r 2015,
as Em€nded on 23 MErch 2016, 23 July 2018.nd on 28 August 2020.

Until Oecember 2016 lhe Poject was caried out by four regionalWator utilities enlitiss: ShirakCJSC, Lori
CJSC, NorAkunq CJSC and Armenian Waler and Sewe€ge CJSC as the Prcject E,Gcuting Agenci€s
("PEAS"). ln 2016 a lease contract for w.ler and wastewater services in the service arcas of ths four regional
€ntiti€s as w€llas in area of Yerevan Djur CJSC has been concluded with the n6wly founded Veolia Wat€r
CJSC. Sinc€ January 2017lhs lesss€ V€olia Walsr CJSC is r€sponsibl€ for managsment, operation and
maintsnanc€ of th€ nationalwater and sswag€ infrastructure. ln accordance with lhe RA Government Decr€€
N191-A of 23 F€bruary 2017, ('ls responsibility for the turiher Projecl implementalion of proilcls under
implem€ntation financ€d by loan snd grant funds implemenled in the system of the SCWE providsd to th€
Republic ofArm€nia by for€ign counlries and int€maiional donors has been assigned lo th6 Waler S€ctor
Proiecl lmplementation unit ('WSPIU')State Ag€ncy of th€ SCWE. t€cordang to the decrce N170-L of the RA
Govsmmsnl and its am€ndm€nl dalsd 28 February 2019, ii was decided lo suspend lhe activilies of lh€ Watsr
Seclor Project lmplemsntation Unit Stare Agency of the SCWE (the'WSP|U") sta(ing from 30 Decemb€r 2019.
ll was determined that th€ op€raiions ol ths WSPIU willcontinue lo be implemenEd by the Armsnian Teniloial
Devslopment Fund (th€ 'ATDF) lhrough the B€nch ofihe ATDF (ttre ATDF'l,!aler Ssclor Projects
lmplementaton B6nch') for the implementation of water management programs

Accordinglo lhe KfW letlsr datsd 12 May 2020,lhe deadlinefor requesting disbursemenl has been e(ended
until30 Decamber2022.

According lo he European lnveshent Bank (ElB) l6tt6r dated 13 July 2020, ths frnal svaitabitity date of th6
loan funds has been extended until30 December2022.

The purpose of ihe Pmiect is further rehabililation and construction of th€ waier supply and sewe€96
intrastructure in Armenia,lhe s€rvice areas of LoriWatsr and S€w€rag€ CJSC, ShirakW.ter and Sewgrags
CJSC, NorAkunq CJSC and Armenian Water and Sewerag€ CJSC, including consulting services. Th6 Project
concerns the rehabililaiion, renewaland extension ofths waler supply network, some urgenl measures in the
sew€rag€ syst€ms in lhe service areas of the former rsgional Water utilities ShiEk CJSC, Lo CJSC, Nor
Akunq CJSC and AWSC as well as the wast6 walertreatment plant in Armavir. Also tie Prcjoct covels ths

wabcdlbads.Mr3,ydrsmlh.fulublEoifui|a
s@a Plilm Preld Fnanod sbr.E



thid Phase of lhe Communal lnfrasuuciure Prog6m that aims al providing conlinuous, 24,7 watsr and
d6mand-ori6nted supply of th€ populalion with hygienically sound waler and lhus raising th6living and hsatth
condilions of lhs population. The pupose oflhe Project is th€ qualitativ€ and quantitative impro!€msnl of the
w.ter supply of the population living in tha Proiect rcgion. Furthsrmors, th€ Project inctud6s investrnsnis ior the
surcunding villages. This is to conlribule to the suslainabls and €cologic€l municipal developm€nt as wettas io
lhe impovemenl of th€ €nvironmental siluation, cont bulion lo sustainabls and ecologically sound
managemenl of the r€gionalwaler resources and th6 reduclion of nsgative impacts on tho h€allh situation of
lho popu6ion in ths Project rcgion.

Thefollowing Projsct activilies shallbe linanced from lhe Loan:

. Construction and rehabililiBtion ofthe water supply and s€w€rag€ systems inctuding houss
connoctions in th€ Proj€cl rsgionl

. Procurement ofop€ration and maintenance equipmsnl;

. Consuliancy sorvic€s for design works including all se ices required, in comptiance with Art. 1 .2
(Environmental, Social, Health and SEfety Compliance), tendering and supsrvision;

. Consultancy seNices for lochnic€land frnancaat monilodng setuic€s of projsct accounts,

The Eu-Neighbourhood lnveslment Facility (th6'EU-NIF') willprovide loihe Proiect an tnveslrnenl crantofup
to Euro l5 million. Thefollowing m€asurss shallbe lin.nced from the EU-NlF cont,ibulion, which is
administercd by the KW;

. Construction of lhe waslswat€r treEtment plant in Amavk, in accordanc€ wth the uttimats goat of
complying wilh lhe El.J standards and intemational standardsi

. Pilot projocls inlhs 560villages nota$igned to th€ form€r water uttnies and the t6sses, respactivety;
the measures will be dslined in lhe framewo* of the F€asibility Study "lmpoving and Dsvetoping
Water and Sanitiation Syst€ms in Selttemenls out of ths Service Areas of Water Utitities".

The estimaled iotal inv6slrnenl exp€nsBs of the Prcject make approximately Elro 70.5 mittion (exctuding VAT,
and other siate duti6s as well as lhs cost ofthe necessary land acquisition and interests during ths
construclion ) and it is 6xp8cled lhaith€se expenses willb6 financed as follows:

Europ6an lnvostnont Eank (El8) losn ol up to

EU NIF lnveslrnent Grsnt upb

Euro30mlon

Euro 25 5 million

Euro 15 million (3 million of 15 m I on is notsubjecl

to audit).

Ths Prolecl concept also includ€s a conldbuion of th€ Arm€nian sid€ io rhe Prcject 6xpenses. Since no VAT
paymenls.nd olher stale duli€s will b€ linanced trom the Financial Coope€rion funds, attn€cessaryVAT,
custom dulies and oth€r state duties have to bs bome bythsArmenian covornmsnt. This rstates nol onlyto
lhs VAT paymenls from lhs inv€stm€nt sources, but also to the VAT payments frcm othsr retated sourc€s,

Ths legal sddress of th6 ATDF l/Vatsr S€ctor Pojocls tmptem€ntEtion Branch, is 8A Vardanants Btind A[ey,
Yersvan, Republic of Amenia.

Business ehvironment

Th€ chang€s in politicaland economic €nvironment and lhe devetopment of lhe tegat, iax and tegistativ€
systsms in Armenia have conlinuing nature. The stabilily and dsvetopment of the Armsnian economy targety
depends on these chang6s. The gov€rnment has boughta r€n€wed commitm6ntto good governanc€,
including antimrruption 6fforts, lransparency, and accountability.

ln March 2020 theWodd H6allfr Organizstion has classifed ths coonavirus (COV|O-19), which has exptoded
in China in D€cember 2019, as pandemic. The corcnavirus has already had a signifrcani mpacl on lhs gtobat
economy and major financial marksts.

Continuous measures were inlroduc€d by the Govemment and the Contrat Bank ot the Repubtic ofArmenia to
mitigato th€ impact oflhs coronavirus on the economy.
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The snualon in lhe Republic of Armenia has intsnsified as a resuti ofthe warunteash€d by ihe R6pubtic of
Azerbaijan, Oespile the c€as€fre agreem€nt, the cons6qusoces of lho war on Armonia,s economy, both in he
short and long term, ar6 stilluncertain.

These 6v6nb may havo a further significant imp.cr on ths projecl,s future imptem€ntation, theful
consequences ofwhich are currently diffrcutt to predict. The tuturc sconomic and potilical snuation and irs
impacton the Projects implsmenr.tion may difler from lh€ projecl managsments current ooectations.

These specialpurpose prcj€ct financiat statemenrs do not refect the potentiatfururc impactofth€ above on lhe
Project's implemenlation.

2

2.1

Signifi cant accounting policies

Basis of preparation

The specialpurpose p.ojecl frnanciat statsm€nts hav6 b€€n preparsd on ths cash basis ofaccounting. Under
this basis ofaccouniing fnancing is rccognizsd when rscsived rathor than when earn€d and expenses are
r€cognized vltsn paid ratherthan $ten incurred_ The speciat purpose project fnancial statements are atso
preparcd in accord.nc€ with the retevant s€ctions of lhs Loan and prcjsct Agreomsnt dated 27 D€cembor
2013, as amended on 20 Jun€ 2018 and ths conesponding S€pa€te Agr€€menr dalsd 28 Octobsr 2015. as
amended on 23 March 2016 and on 23 Juty 2010, EU tinancing agrcom€nt and th6 EtB financ6 contracr

2.2 Functional and presentation currency
Armenian dram {'AMD') is th6 nationalcufiency ot the R6pubtic ofAnn6nia. Euro is used for maintaining the
Projecl accounting records and l€dgefs. Th€ speci.tpurpos€ prcject financaat statom€nts are presented in
Eum.

Government co-fnancing amounts in Armenian dmms and payments made lrom lhose amounts are converted
into Eurc applying th6 oxchange €t6 s€t outbythe Csntr€tBank ofArmenia on the date ofth€ transaclion.

ln preparing lhe specialpurpos€ prcj€ct financial statements, tmnsactions io curr€ncies othsrthan th€
funclional currsncy arc r€corded at lhe rates ofBxchange dofned by the Contrat Bank ofArmenia prevaiting on
lhe dales of lha transactions. At the rsporltng date, bank batancss, advancos and payabt€s denominat€d in
foreign curr€ncies are rctranstated inlo Eum at rhe rat€ defined by ths CentratBank of Almenia prevaiting on
thEt date, which is e41.11 drams for 1 Euro as of 3.1 O€cember 2O2O (837.26 Arm€nian drams for I Euro as of
31 Decembsr 2019).

2.3 Financing

The Proj€ct account financjng is recogniz€d and inctudsd in lh€ sp€ciat purpose proiect financiat statemenis
only when the credit amounts are lransf€nBd r., the projed account openod in the Srate Trsasury of ths
R€public of Armsnia. Fund r€ptenishments are disbuEsd by tte KfW in Euro, accoding lothe m;hod of
disbursem6nt in tranches. Reptenishm€nb arc provided in tranches bylh6 amount cadubtad i6 a
disbuGsmgnl forscast detailing the expsns€s ptannod lor ihe forthcoming sir months fiom Bach of lhe
individualprojocl sub-.ccounts_ Appticatjon for reptenishmenr of any project account may bs mad6 when mom
than 70% of lhe preceding rsplsnishmenl has been sxpsnded and wh6n a[ €artier t€nches have bssn fuly
spent.

Ths EIB djsburssments will be madefottowing th€ t€rms ot the EtBinancing contract and ihe EtB,s genekt

DisbuBemenls of th6 NIF Funds witt be mads by lhe Kff to the ret6vant prcject accounr in thB ,orec€st€d
amount upon withdrawal appticalion.

2.4 Expenses

The Projsct exponses are recognized and incrlded in the spociarpurpos' proj.ct rinanciar stalsmsnrs when the
paymenlto suppliers for works and servicss perform€d as mads. paymenls are made from lhe projscr and the
Gov€mmsnt co-fi nancing accounts.
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3 Cash
Within the framework of th€ Project three sepa6te prcject accounts were opened in the Stat€ Tr€asury of rhe
Republic of Amenia {Projecl account), for the inancing rocaiv€d from the KfW toan, EU Nsighbourhood
lnvestment Facility (th€ 'EU-NlF') granl and the European tnveslmenl Bank (the'EtB'). Th€ accounrs of rhe
KffV and the EU-NlF funds ar€ mainrained in the nalno of lheWC ofthe Minisiry ot Tefiitoriat Administraiion
and lnfrastruclure of the Republic of Amenia. Th€ account of the EIB fLrnds arc kept in the name of rhe Ministry
of Financ€ of the Republic ofArmenia. Thsss proj€ct accounis are used exclusively for psymenr rransactions
and shallchann€lhe lundslothe individual prol€cl accounls in line \,Uth slipulalions ofthe Separate
Agre€ment. Thr€e sub accounls (lndividual proj€cl accounls) olthe single treasury account are opened in the
Stato Treasury ollhe Republic of Ameni6, which are kept in the name of the ATDF. Each sub accounr is kspt
exclusivoly !o pay for supplies and services intendsd for project components on a crcdil basis.

ln Eurc

Prolect account (KfW loan fund)

Protect account (EU-NlF fund)

lndividual Protect account (KfW loan fund)

lndividual Proloct account (EU-NIF fund)

31 D6c6fiber
2020 2020

3,104,521

23,5U

8

1

3,935,373

239,414

8

3,128,094

Allihese accounts are to be kepl ln Euro and shallbear no inlerest and no bank feeswittoccur.

4 Disbursements

4,'175,796

DisbuBements by €ontractoE are sisted below:

ln Euro

Paym6nts lo contractors Totalpaidf,umbs XfW ponion lttr portion Co-frnancing

I

GITEC-lGlP GmbH-Shimk

SRP Schn6id6r & Partner
lngenieur Consult GmbH-Lori

SRP Schnsidsr & Psdner
lngenieur Consult GmbH-

"Association of SAFAGE SAS
and JINJ LTO

GITEC-IGlP GmbH-Shirak

'Dorozhnik' Co. Ltd

"Grant Thomton' CJSC

BMZ N 2013
66343 (LOT 1)
BMZ N 2013
56343 iLOT
2t1)
BMZ N 2013
66343 (LOT
z2)

103,649

36,790

30,94!4

124,180

43,741

36,917

67,511

104,605

575,943

33,991

86,850

20.531

6,951

5,963

11,225

17,755

aMz N 2013
66 343 (LOT 3) 56,286
BMZ N 20'13

66 343 (LOT 4)

BMZ N 2013
66 343 (LoT2) 575,943
BMZ N 2013
66 343 28,230 5,671

831,852 86,850 68,096 986.798
Wilhin th€ frameworl olthe agreement of Dorczhnik LLC a disbursemenrwas made in the amountof
1,'114,165 Euro lrom the funds of Finarcial Cooperalion bstween the Federat R€pubtic of cemany and
Armenia Communallnfrastructure ProgrEm, Phase tt. This amountwas notinctud€d in the speciatpurpose
project fi nancial stat€ments.
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