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lBDo
lNDEPENDENT AUDlToR,S REPoRT

То the management of Construction of Vedi Reservoir and lrrigation System Project.

Орiпiоп

We have audited the accompanying special рчrроsе financial statements of the "Construction of
Vedi Reservoir and lrrigation System Project" ("Project") financed Ьу Credit Facitity Agreement
AFD Credit No. САм 1002 01 Y ("Financing Agreement"), and implemented Ьу the "Water Sector
Projects lmplementation Вrапсh" of the Аrmепiап Territorial Deve[opment Fund (ATDF WS PlB),
which comprise the statement of cash receipts and payments, the statement of uses of funds Ьу
Project activity fоr the уеаr ended З1 December 2019, and а summary of significant accounting
po[icies and other explanatory notes.

lп our opinion, the specia[ рчrроsе financiaI statements рrеsепt fair[y in а[[ material respects the
cash receipts and payments of the Project fоr the уеаr ended 31 DесеmЬеr 2019 in ассоrdапсе
with lпtеrпаtiопаt Public Sector Accounting Standard: Fiпопсiаl Rероrtiпg Uпdеr the Cash Bosis of
Дссоuпti пg, ( lPSAS-Cash Basis).

Bosis for Орiпiоп

We conducted оur audit in ассоrdапсе with lnternational Standards оп Auditing (lSAs) as issued Ьу
lпtеrпаtiопаt Auditing and Assurance Standards Board (IAA5B) of the lnternationat Fеdеrаtiоп of
Accountants (lFАС). Оur responsibilities чпdеr those standards аrе fчrthеr described in the
Дuditоr's Responsibilities for the Дчdit of the FiпопсiаlStоtеmепts section of очr rероrt.
We аrе independent of the Project and the WSP|U in ассоrdапсе with the /пtеrпоtiопоl Ethics
Standords Boord fоr Дссочпtапts' Code of Ethics fоr Professionol Дссоuпtопts (ЕSВД Code), апd
we have futfitted out other ethica[ requirements in accordance with |ESBA Code. We be[ieve that
the audit evidence we have obtained is sufficient and аррrорriаtе to provide а basis for оur
opinion.

Emphosis of llotter- Cash Bosis of Дссоuпtiпg

we draw attention to Note 2 to the financial statements, which describes that financial
statements are рrераrеd in ассоrdапсе with cash basis framework, as а resutt, they may not Ье
suitable for апоthеr purposes. Our opinion is not modified in respect of this matter.

Emphosis of hlotter- Сhапgе iп Project lmрlеmепtiпg Дgепсу

Without quatifying оur opinion, we draw уоur attention to Note 1.4 of these specia[ рurроsе
financialstatements disc[osing that change in project imptementing agency frоm 14 January 2020.

hlопаgеmепtЪ Responsibility fоr the Special Purpose FiпопсiаI Stotements

The mапаgеmепt of the Project is responsib[e fоr the рrераrаtiоп and fair presentation of these
specia[ рчrроsе financiaI statements in accordance with lPSAS-Cash Basis issued Ьу the
lnternationat Pubtic Sector Accounting Standards Board (IPSASB) of the lпtеrпаtiопа[ Fеdеrаtiоп of
Accountants (lFАС), and fоr such internal сопtrо[ as mапаgеmепt determines is necessary to
епаЬ[е the рrераrаtiоп of special рurроsе financial statements that аrе free from material
misstatements, whether due to fraud оr еrrоr.



дuditоr's Responsibil ity for the дudit of the speciol purpose FiпопсiаI staternents

очr objectives аrе to obtain rеаsопаьlе аssurапсе about whether the special рurроsе financial

statembnts as а who[e аrе frее frоm mаtеriаl misstatement, whether due to fraud оr еrrоr, апd to

issue ап auditor's report that inctudes очr орiпiоп. Reasonable assurance is high [evet of

аssurапсе, but is not а guaranty that ап audit conducted in ассоrdапсе with lSAs witt always

detect а mаtеriа[ misstаtъmепt when it exists. Misstatements arise frоm fraud and еrrоr and аrе

considered material if, individuatty оr in the aggregate, they cou[d rеаsопаЬtу Ье expected to

influence the economic decisions bf users taken оп the basis of these specia[ рurроsе financial

statements.
дs part of ап audit in ассоrdапсе with lSAs, we exercise professiona[ judgement апd maintain

professionaI skepticism throughout the audit. we also:
. ldentify and assess the risks of material misstatement of the specia[ purpose financial

Statements, whether due to fraud оr еrrоr, design and реrfоrm audit рrосеdurеs
responsive to those risks, апd obtain audit evidence that is sufficient and аррrорriаtе to

provide а basis for оur opinion. The risk of поt detecting а materia[ misstatement

resutting from frачd is higher than for опе resulting frоm еrrоr, as fraud mау involve

collusion, forgery, intentionat omissions, misrepresentations, оr the оvеrridе of internal

сопtrо[.
. Obtain ап understanding of internal control relevant to the audit in оrdеr to design audit

procedures that аrе appropriate iп the circumstances, but not for the purpose of

expressing ап opinion оп the effectiveness of the interna[ сопtrоl.

. Evaluate the appropriateness of accounting poticies used and the reasonableness of

accounting estimates and related disctosures made Ьу management.

о Evaluate the очеrа[[ presentation, structure and content of the specia[ purpose financial

statements, inctuding the disclosures, and whether the specia[ purpose financial

statements rерrеsепt the undertying transactions and events in а mаппеr that achieves

fair presentation.

We communicate With management regarding, among оthеr matters, the planned scope and

timing of the audit and signifiiant audit findings, including апу significant deficiencies in internat

contro[ that we identify during оur aud,it.

Report оп Other Legol Requirements

то соmрtу with the tеrms of the Loan Agreement, the management of the project sha[[ iпsurе

that:

1. funds hаче Ьееп used in ассоrdапсе with the conditions of the Financing Agreement dated

26 January 2О16 between the Дgепсе FrапЕаisе de Dёчеtорреmепt (АFD) and the Repubtic

of Дrmепiа, апd дFD rе[аtеd guidetines, with due attention to есопоmу and efficiency,
and оп[у fоr the purposes for which the financing was provided;

2. supporting dосчЙепts, records and accounts have been maintained to support c[aims for

reimbursement of expenditures incurred. Expenditures inctuded in the Drawdown

Requests and reimbursed against аrе etigibte for financing uпdеr the Financing Agreement;

з. The project account used Ъаs Ьееп maintained in ассоrdапсе with the provision of the

Financing, апd АFD related guide[ines.
4. Works and Services financed have Ьееп рrосчrеd in ассоrdапсе with the Loan Аgrееmепt

and AFD related guidelines.

lп очr opinion, the Project management has comptied with the above requirements during the

уеаr ended 31 December 2019.

13 Маrсh 2020
"BDO Аrmепiа" cjsc

Nazik Chitchyan
Auditor

\
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Construction of Vedi Reservoir and lrrigation System Project
AFD CRED|T No. САМ 1002 0l Y

Notes to the special рurроsе financial statements
Fty the уеаr епdссt З ] DесепtЬеr 2() ]9

_ 1. Gепеrаl iпfоrmаtiоп

1.1. The Project

lп ассоrdапсе with the Credit Facitity Agreement АFD No.CAM 1002 0'1 Y was concluded оп 26
January 201б between the Republic of Аrmепiа and the Аgепсе Franqaise de Dёчеtорреmепt (AFD),
the АFD provided а credit to the Republic of Аrmепiа in the anrount not exceed 75,000,000 EUR.
The Credit is provided fоr the рurроsе of improving sustainabitity of the nationaI rurа[ irrigation
system Ьу financing the construction of several dams such as the Vedi rеsеrчоir in the Аrаrаt Vattey
of Аrmепiа.
lп the Schedule З-Fiпапсiпg Plan of Credit Facitity Аgrееmепt the amount of estimated expenses to
Ье financed Ьу АFD is 75,00З,6З1 EUR.

The Credit is provided for the implementation of "Construction of Vedi Reservoir and lrrigation
System Project" (the Рrоjесt),

The Project Effective Date is Мау 12, 2016 and Technical Comp[etion Date is March 31, 2021. The
Deadline for Drawdown requests under Credit АFD No. САМ 1002 01 Y is Мау З'l, 2021 and deadline
for final payments for works and services provided is November З0, 2021 .

1 .2. The Project objectives

The objective of the Project is to improve the sustainabi[ity of water rеsоurсеs and irrigated
agriculture in the ferti[e Аrаrаt plain via:

(i) The securing of additional rепеwаЬlе water rеsоurсеs from the сопstruсtjоп of the Vecli
rеsеrчоir and

(ii) The imрrочеmепt of irrigation efficiency, through to rепочаtiоп work and the modernizatiotl
of the network.

Ву tifting the constrajnts re[ated to water and the irrigation network, the Project aims to rеvеrsе
the trend towards the abandonment of agricultura[ lend in the Аrаrаt plain.

The Project consists of the foltowing components:

Соmропепt 1. Construction of the Vedi rеsеrчоir апd апсiltаrу structures,
_ Соmропепt 2. Rehabititation, modernisation, extension of the irrigated perimeter,

Соmропепt З. Project implementation.

1.3. The Project Budget апd Гiпапсiпg

The Project is being financed Ьу the following sources:
- AFD Credit No. CAM'l002 01 Y - 100% of а[[ expenditures, exc[usive of taxes,
- The Government of the Republic of Аrmепiа (Gочеrпmепt of RA) expenditures related

taXeS.

Category
АFD Credit No.
сАм 1002 01 Y

Gочеrпmепt of
the RA

TotaI

EUR , EUR EUR
'l . Consulting services, CiviI works,
PlU operatinq costs 75,000,000,00 ,15,004,з58.00 90,004, з 58.00

Total 75,000,0о0.00 15,004,358.00 90,004,3 58.00



Ctlnstrtlctiotr of Vedi Reservoir and lrrigation System Project
AFD CREDIT No. САМ 1002 0l Y

Notes to the special рurроsе linancial statements
Гоr llэс уеаr enrled 3l December 20l9

Drоwdоwп requests

The Credit is provided оп the basis of Drawdown Requests as advances. The Request fоr the first
Drawdown includes the amount requested for (j) the refinancing of Etigibte Expenses апd (ii) the
initiaI AdVance.
Subsequent advances аrе provided оп condition that at [east eighty реr cent (80%) of the Advance
immediate[y preceding the Advance requested in the Drawdown Request and опе hundred реr cent
(100%) of the penultimate Advance have Ьееп uti[ized.

1.4. Project lmрlеmепtоtiоп

Untit З0 December 2019, the Project were implemented by "Water Sесtоr Projects lmplementation
Unit" State Agency (the WSP|U) of the Wаtеr Committee of the Ministry of TerritorialAdministratiorl
and lnfrastructure of the RA.

The activlties of the WSP|U wеrе terminated frоm DесеmЬеr З0, 2019 in ассоrdапсе with the RA
Gочеrпmепt Dесrее No. 170-N of FеЬruаrу 28, 2019. Furthеr imp[ementation of the ongoing
Projects witt Ье continued Ьу the Агmепiап Territorial Development Fuпd through its structuraI
subdivision. Fоr that purpose, upon the decision of the АТDF Воаrd of Trustees, Water Sесtоr
Ptojects lmplementation Вrапсh of the Аrmепiап Теrritоriаl Deve[opment Fund was сrеаtеd оп
Jапuаrу 14, 2020.

Summаrу of significant accounting po[icies

2.1. Рrераrоtiоп апd рrеsепtаtiоп of fiпопсiоl stotements

The specia[ рurроsе financiaI statements аrе рrераrеd in ассоrdапсе with the lпtеrпаtiопа[ Public
Sесtоr Accounting Standard: Fiпопсiоl Rероrtiпg Uпdеr the Cosh Bosis of Дссочпtiпg (lPSAS-Cash
Basis), issued Ьу the lnternationat Public Sector Accounting Standards Board (lPSASB) within the
Internatiorra[ Геdеrаtiоп of Accountants (lFАС).

The ргiпсiра[ accounting policies apptied in the рrераrаtiоп of these special рurроsе financiaI
statements аrе set out below. These policies have Ьееп consistently apptied to а[[ the periods
presented.

2.2. Cosh bosis of occounting

Project financing is recognised as а 5очrсе of project funds when the cash is received. Рrоjесt
expenditures аrе recognised as а use of project funds whеп the payments аrе made.

2.3. Rероrtiпg счrrепсу

The rероrtiпg сuгrепсу of these specia[ рurроsе financiat statements is EUR.
The contribution of the Gочеrпmепt of RA and expenditures made in [оса[ сurrепсу, Аrmепiап Dгаm
(AMD), аrе translated into EUR based at the exchange rate defined Ьу the Сепtrа[ Bank of the
Repubtic of Агmепiа (СВА) at the date of the transaction.
The effect of exchange rаtе changes on cash held оп [оса[ сurrепсу is rероrtеd as separate [ine itenl
iп the statement of cash receipts and payments.

The average exchange rаtе at сurгепсу mаrkеt issued Ьу the СВД u, at З,l DесеmЬеr 201В is 1 E|.]R

=55з.65 AMD
The average ехсhапgе rаtе at сurrепсу market jssued Ьу the СВА as at 3,1 DесеmЬеr 2019 is ,1 EUR
=5з7.26 AMD

2.4. Taxes

Taxes аrе paid in ассоrdапсе with the tax regu[ations of the Republic of Аrmепiа.



Construction of Vedi Reservoir and lrrigation System Project
AFD CREDIT No. САМ 1002 0l Y

Notes to the special рurроsе fiпапсiаl statements
For tha )lear епсlесl 3 ] DесеmЬеr 20l9

2.5. Budget

Expenditure budget is created based on actuaI accumu[ated expenditures for the [ast period pIus
the updated рrосurеmепt plans for the reporting period.

Sчmmаrу of Drаwdоwп Requests

the уеаr ended З1 Dec 2019

2.

Fоr

3. Statement of Project Account

Bank ассоuпt пumьеr

Bank

Bank tocation

Сurrепсу

900000902255

Сепtrа[ Тrеаsurу
1 Metiq-Adamyan str., Yеrечап, 00'l0
Repubtic of Аrmепiа
EUR

Drawdown
request No

Drawdown
request date

Amount of request Drawdown
confirmation

date
EUR

6 15/04/7019 з,000,000.00 10 / 05 /7019

з,000,000.00

1 . Орепiпg Ьаtапсе

2. Add: opening discrepancy
З. AFD advance/reptenishment
4. Less: Refund to AFD frоm РА

5. Present outstanding amount advanced to РА

6. РА ctosing Ьа[апсе as at З1 .

7. Add: Аmоuпt of etigible expenditures paid

8, Less: interest еаrпеd (if credited to РА)

9. Total аdчапсе accounted fоr

10. Ctosing discrepancy (5)-(9)

АFD Credit No. САМ 1002
01 Y

Fоr the уеаr ended З1

DесеmЬеr, 2019

1,846,871.з7

3,000,000.00

4,846,871 .з7

82,557.68
4,764,зlз.69

4,846,871 .з7



Construction of Vedi Reservoir and Irrigation System Project
АFD CRED|T No. САМ l002 0l Y

Notes ttl the special рurроsе financial statements
Fоr lheyeur епсtеd 3l December 20]9

4. Statement of Financial Position

The Statement of Financia[ Position discloses assets,
reporting date. lt is рrераrеd iп accrual basis that is
(and поt оп[у whеп cash is received оr paid).

note

tiabilities and net aSSetS of the Project aS at
transactions аrе recognized when they оссur

з1.12.2019
EUR

з1.12.2018
EUR

ASSETS
Cash
Prepayments

Total assets

LlABlLlTlES
PayabIes

Total liabilities

NET ASSETS
cumulative income
АFD Credit No. САМ 1002 01 Y
Gочеrпmепt of RA

Cumulative ехрепsеs

Ргоjесt expenses

Fоrеigп exchange gain/ (toss)

Total net assets

5. Cash

6,01 9 , 542.09
82, 5 57. 68 1 ,846 ,871 .з7

7 ,695,845.54
6,10z,099.77 9 ,542,716.91

3,401,з02.45 2,61 1 ,,l08,10
з,401 , з02.45 z,611,108.10

10.1
10.Z

47,000,000.00
8,40з,162.27

44,000,000.00
7,1з1,902.z4

55,403,162.22 51,1з1,9а2.24

(57,з77,817,96) (4з,в6,1,961 .в0)
(5z,377,817.96) (43,861,961.80)

(з38,з31.6з)(3z4,546.94)

2,70о,797.з2 6,9з,1,60в.8,|

Account
held at

Underlying
Счrrепсу

з1.12.zо19
EUR

з1.12.2018
EUR

Project account (АFD Credit
No. САМ 1002 01 Y)

Total

Тrеаsurу EUR 82,557.6в в46,в7l,з7

82,557.68 1 ,846,871 .з7

(а) Рrерауmепts wеrе provided in the amount of 20% of the corresponding construction сопtrасt
price. Prepayments wеrе secured Ьу Bank Guаrапtееs. The Вапk Guarantees shall ехрirе upon
completion of 90/'l00% of Works. The prepayments wеrе repaid Ьу deducting the corresponding
percent frоm submitted lnterim Payment Certificate.

6. Рrерауmепts

Subcategory з1.1z.2о19 31.12.2018

CivitWorks (а) 5,922,70,1,з0 7,480,897. ,l в
Consulting Services 212,608.6

2,з39.76

6,0,19,542.09 7 ,695,845.54

6

7

EUR EUR

96,840,79
operating costs



Constrrrction of Vedi Reservoir and Irrigation System Project
AFD CRED|T No. САМ 1002 0l Y

Notes to the special purpose financial statements
Fоr tlle yectr епсlеd 3 ] December 20l9

7. Payables

31.1z.2o19 з1.12.2018
EUR EUR

Civil Works (wаrrапtу amounts) (а) з,401,з02.45 2,6,11,108.1
Consulting Services

Operating costs

3,401 ,302.45 2,61 1 ,108. 1

(а) Post wаrrапtу amounts аrе retained at 5 оr 10% (ассоrdiпg to the contract conditions).

8. Project Expenditures

9.1 Project expenditures fiпопсiпg реr funds

10 Fiпапсiпg

10.1 дFD Сrеdit No, Сдlд 1002 0t Y
Reporting

уеаr
EUR

cumulative as
at 31 Dec 2019

EUR

lnitiaI AdVances

Addjtional Advances

Total

TotaI financing brrdget

Percentage of finance provided as at З1 Dec 2019

47,000,000.00

75,000,000.00

3,000,000.00

10,000,000.00

з7,000,000.00

Expenditure
category

Reporting уеаr cumulative
As at З1 Dec 2019

АFD Credit
No. САМ
1002 01 Y

Gочеrпmепt
of RA

TotaI АFD Credit
No. САМ '1002

01 Y

Gочеrпmепt
of RA

Total

tUR EUR EUR EUR EUR EUR

1. Consutting
services, CiviI
works, PlU
operating
coStS

4,764,зlз.69 1 ,?99 ,526,z9 6,06з,839.98 46,917,44z.3Z 8 , 420, 587. 78 55,338,0]0. 1 0

Total 4,764,зlз.69 1 ,z99,526,29 6,о63,8з 9.98 46,917,442,з2 8,4zo,587.78 55,338,оз0.1 0

9.2 Project expenditure budget execution

Expenditure category

CumuIative
Expenditures

as at з1 Dec 2019 Tota1 budset Execution
EUR EUR о/

1. Consulting services, Civil
works, plu operatinq costs 55,зз8,0з0.1 0 90,004,358.00 61%

TotaI 55,3з8,0з0.1 0 90,004,358.00 61%

000,000.00

63%



Сопstruсtiоп of Vedi Reservoir and Irrigation System Project
AFD CREDIT No. САМ 1002 0l Y

Notes to the specirrI рurроsе financial statements
Fоr the year апdеd 3 l DесепlЬеr 20 l 9

10.2 Gочеrпmепt of RоД

Fiпапсеd

TotaI fjnancing budget

Percentage of finance provided as at 31

1 ,z71 ,759,98 8,403,167.27

15,004,з58.00
56%

Reporting
уеаr
EUR

cumulative as
at З1 Dec 20'|9

EUR

Dec 201 9



Management Representation Letter

1 З Маrсh 2020

То: BDO Armenia cjsc
2Зl6 Davit Anhaght Street, flооr 5,
Yеrечап, Аrmепiа

This rерrеsепtаtiоп letter is provided in соппесtiоп with уоur audit of the FinanciaI Statements fог
the уеаr ended З,l Dec 2019 of the "Construction of Vedi Reservoir and lrrigаtiоп System Project"
("Рrоjесt") financed Ьу Credit Facitity Agreement АFD Credit No.CAM 1002 01 Y апd imp[emented
Ьу the "Water Sесtоr Projects lmplementation Вrапсh" of the Аrmепiап Теrritоrjаl Devetopment
Fuпd (АТDF WS PlB).

We acknowledge оur responsibi[ity for:
о fair presentation of the financiaI statements in ассоrdапсе with lpsAs-cash basis;
. keeping accounts and fjnancial documents that аrе соrrесt, comp[ete, fair, representing the

truе facts, iп conformity with the objectives of the Project, апd паtiопа[ legislation.
. design and implementation of iпtеrпа[ сопtrоl to рrечепt and detect fraud.
. completeness of information сопсеrпiпg financing received оr due and

сопсеrпiпg there period examined, fоr the project being examined.
. avai[abitity of апу information and exp[anations, either оrа[[у оr Ьу written

which might Ье required Ьу the Auditor iп the execution of their audit.

own financing

confirmation,

We confirm, to the best of our knowledge, that:
. we have made available to you all books of account and supporting documentation.
. Тhеrе wеrе по material transactions that had not Ьееп рrореrlу recorded in the accounting

rесоrds underlying the financiaI statements,
. The interna[ сопtrо[ system is rеliаЬlе: аррrочаl апd сопtrо[ of financiaI and other

documents, segregation of duties аrе adequately done;
. The project funds have Ьееп used in ассоrdапсе with the established budget;
. The financial activities аrе performed iп conformity with the project objectives and

аdhеrепсе to the grant agreement terms.
. The financial resources аrе used in ап economical and efficient mаппеr.
. There have been по irregu[arities invotving mапаgеmепt оr employees who have а

significant rоlе in the accounting and internal сопtrоl systems оr that could have а material
effect оп the financiaI statements.

. The financiaI statements аrе frее of material misstatements, including omissions.

. Тhеrе has Ьееп по попсоmрliапсе with requirements of regulatory authorities that cou[d
have а material effect оп the financia[ statements in the ечепt of попсоmр[iапсе,

. There have Ьееп no events subsequent to period end which rеquirе adjustment of оr
disclosure in the financial statements, in additions to those that we disclosed оr adjusted.

. No claims iп connection with titigation hаче Ьееп оr are expected to Ье received.

. we not aware of апу fraud оr suspected fraud affecting the project invo[ving:
а. Management,
Ь, Emptoyees who have significant ro[es iп iпtеrпаl сопtrоl, оr
с. others whеrе the fraud cou[d have а materiaI effect оп the financial statements.

Di rесtоr

"Wаtеr Sесtоr Projects

chief accountant

lmр[еmепtаtiоп Вrапсh" of the Аrmеп,iап Теrritоriа[ Development Fr,lпd

Mamikon Gasparyan Nаfiпе QЬrуап
chief accountant
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