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STATEMENT OF MANAGEMENT RESPONSIBILITY FOR THE PREPARATION AND PRESENATATION OF
THE FINANCIAL STATEMENTS

The management of the “Water Sector Projects Implementation Branch” of the Armenian Territorial
Development Fund (ATDF WS PIB) is responsible for the preparation of the special purpose financial
statements of “Construction of Vedi Reservoir and Irrigation System Project” (“Project”) financed
by Credit Facility Agreement AFD Credit No. CAM 1002 01 Y (“Financing Agreement”) that present
fairly the Project’s cash receipts and payments, and expenditures per components for the year
ended 31 December 2020, in compliance with the International Public Sector Accounting Standard
“Financial Reporting under the Cash Basis of Accounting” (IPSAS-Cash Basis) issued by the
International Public Sector Accounting Standards Board (IPSASB) within the International Federation
of Accountants (IFAC).

In preparing the special purpose financial statements, ATDF WS PIB’s management is responsible
for:
. Properly selecting and applying accounting policies.
. Presenting information, including accounting policies, in a manner that provides relevant,
reliable, comparable, and understandable information.
e Providing additional required disclosures for the year ended 31 Dec 2020.

ATDF WS PIB’s Management is also responsible for:

e Designing, implementing, and maintaining an effective and sound system of internal
controls, throughout the Project.

e Maintaining adequate accounting records that are sufficient to show and explain the
Project’s transactions, and which enable them to ensure that the special purpose financial
statements of the Project comply with IPSAS - Cash Basis and the AFD Guidelines.

e Taking such steps that are reasonably available to them to safeguard the assets of the
Project and to affirm that funds received have been used in accordance with the Financing
Agreement, and AFD related guidelines, with due attention to economy and efficiency, and
only for the purposes for which the financing was provided; and

e Preventing and detec ing qd and other errors.

Mamikon Ga$ rya e ko) fi; Narine Keryan
Chief Accountant
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INDEPENDENT AUDITOR’S REPORT
To the management of Construction of Vedi Reservoir and Irrigation System Project.
Opinion

We have audited the accompanying special purpose financial statements of the “Construction of
Vedi Reservoir and Irrigation System Project” (“Project”) financed by Credit Facility Agreement AFD
Credit No. CAM 1002 01 Y (“Financing Agreement”), and implemented by the Armenian Territorial
Development Fund through the “Water Sector Projects Implementation Branch” (ATDF WS PIB),
which comprise the statement of cash receipts and payments, the statement of uses of funds by
Project activity for the year ended 31 December 2020, and a summary of significant accounting
policies and other explanatory notes.

In our opinion, the special purpose financial statements present fairly in all material respects the
cash receipts and payments of the Project for the year ended 31 December 2020 in accordance with
International Public Sector Accounting Standard: Financial Reporting Under the Cash Basis of
Accounting, (IPSAS-Cash Basis).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as issued by
International Auditing and Assurance Standards Board (IAASB) of the International Federation of
Accountants (IFAC). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report.

We are independent of the Project and the ATDF WS PIB in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we
have fulfilled out other ethical requirements in accordance with IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter- Cash Basis of Accounting

We draw attention to Note 2 to the financial statements, which describes that financial statements
are prepared in accordance with cash basis framework, as a result, they may not be suitable for
another purposes. Our opinion is not modified in respect of this matter.

Emphasis of Matter- Change in Project Implementing Agency

Without qualifying our opinion, we draw your attention to Note 1.4 of these special purpose
financial statements disclosing that change in project implementing agency from 14 January 2020.

Management’s Responsibility for the Special Purpose Financial Statements

The management of the Project is responsible for the preparation and fair presentation of these
special purpose financial statements in accordance with IPSAS-Cash Basis issued by the International
Public Sector Accounting Standards Board (IPSASB) of the International Federation of Accountants
(IFAC), and for such internal control as management determines is necessary to enable the
preparation of special purpose financial statements that are free from material misstatements,
whether due to fraud or error.

3DO Armenia c¢j
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Auditor’s Responsibility for the Audit of the Special Purpose Financial Statements

Our objectives are to obtain reasonable assurance about whether the special purpose financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is high level of assurance
but is not a guaranty that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements arise from fraud and error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these special purpose financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the special purpose financial
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 resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant 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 internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Evaluate the overall presentation, structure and content of the special purpose financial
statements, including the disclosures, and whether the special purpose financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with management regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

Report on Other Legal Requirements
To comply with the terms of the Loan Agreement, the management of the Project shall insure that:

1. funds have been used in accordance with the conditions of the Financing Agreement dated
26 January 2016 between the Agence Frangaise de Développement (AFD) and the Republic
of Armenia, and AFD related guidelines, with due attention to economy and efficiency, and
only for the purposes for which the financing was provided.

2. supporting documents, records and accounts have been maintained to support claims for
reimbursement of expenditures incurred. Expenditures included in the Drawdown Requests
and reimbursed against are eligible for financing under the Financing Agreement.

3. The Project account used has been maintained in accordance with the provision of the
Financing, and AFD related guidelines.

4. Works and Services financed have been procured in accordance with the Loan Agreement
and AFD related guidelines.

In our opinion, the Project management has complied with the above requirements during the year
ended 31 December 2020.

15 March 2021
“BDO Armenia” cjsc




9

‘sjuawWwalels jelouruly 30afoud asodind jerdads asayl Jo 1ed jesSa1ul ue wioy Z}-g seded uo sajou YL

1707 Y>1ew Gl
pun4 juawdo}aASQ 1eLI0ILLIS | URLUSULIY 9] JO Youelg uorjejuawsa)dwi s3109(0.1d 103035 J91BM,,

>,

10323117
ue/iedsen) uoyjlwey

Sy

HSVD ONISOTD TV.LOL
(V09) 3unoddy 323(0.d
(31pa1) @4v) 1unoddy 123(0ld

JURIUNODDE JBIYD
ueAua) auLieN

gLy

i .

LS
06°69£099°€  [06°S9£°09,

06°69€°099°€  |06°G9€°099°E.

9 JDONVIVE HSVYD ONISO 1D
00°8G£500°06| |((6b Zzr¥Z8°)) [(Sb LIv¥Z8°)) [TT90V '856°€9 Z1°9/£°029°8 |LL'8L6°EELTY |L9°8¥6°S6L 9 STUNLIANIAX3 1D3rodd Tv.10L
00°85€ ‘#0006 Cr LTr vI8)) |(Gh LIy I8y  [tT90¥°8G6°€9  [T19LE°079°8 /1°8L6°€ELT9  |L9°8¥6°G6L 9 53502 Sunelado

“SHIOM JIALD) ‘SDIIAISS SULINSUO) |

% spunj Jo sas()

(8£°0G¥°901) (¥€79/8°€71) (ssoj)7ures Aouaind uslalo4

00°8GE‘¥00°06 GP G6/°006°G9 |€T°E£9°L6V 0L SaNN4d 1v.L0L
00°8G€¥00°G ) G G6L006°6 [T EE9 L6V L 70!l YOy JO JUSWIUISA0D
00°000°000°GZ 00°000°000°9S  [00°000°000°6 L0l A 10 Z0OL WVD "ON 3paJD a4V

spund }O $321nos

89°/66°Z8
i (V0D) unoddy 333[0ld
89°/65°78 (a1pa1d @4v) 3unoddY 323[0.d
JDONVIVE HSVYD ONIN3AdO

0707 22d 13 Jeak 070z 2=a 1€ Jeak 0707 220 1€ Jeak
e se aAlle|nWN)) Surjioday Je se aAlRINWN)|  Suljuoday |3k Se SAlejNWN) Sulpoday
avd aoueLIeA pauueld Jenoy

(N Ul UAOYS 24D SJUNOUIY)

0207 42quia2a(] [§ papua 10ak a) 40,
syuomiAed pue s3di9dd.1 YSed JO JUIUI)E)S

A 10 2001 INVD "ON LIAEYD A4V
190[01J WAISAS UONESLLI] PUE J10AIISIY IPIA JO UOOINNSUOD

S B B I N 2 3 I I IE I mr
I IF B I I I I O W



*sjuawWwaje)s Jerouruly 393foid asodund jerdads asayy Jo Jued JesSajul ue wuoy Z}-8 sased uo sajou 3yl
1707 Y>1ew Gl
pun4 Juawdo)aA9(Q 1BLIOILIIS] URIUSULY 3Y3 JO Yduelg uonyejuswaidwi s323(0.1d 103235 191BM,,

10303117
ueAsedsen uoyjlwey

juRjUNODDR JILYD)
ueliay auLeN

Vi VA

008540006 | [(GF'22v¥ze’L) |(S¥Lev'vze’l) [2Z90v'856°€9 Z1°9.£°029'8  [22'816°€€1T9 a1n3jipuadx3 303fold |er0]

00°009°6.8 08°00905)  |(080090E)  [€9'LGLEOY ¥G'GZS 8Ll Z805Gcey  |vL veb'Z8 uoneyuswaldut 193[014 *€ usuodwo)

00°991°6£6° L} T S 0£'Z5¥'28e 5 0£'Z5¥'28¢e = J8wed
pajesSLLL 3U3} JO UOISUSIXD ‘UOLIeZIuISpOowW
‘uolelljiqeysy ‘'z 3usuodwo)
00°76G°G8L L ¥9928'€6L'L) |(#9'928°€6L'L) [62'208Ch 1'€9 [26°0G8°1L0S'8 G9'G/6'8LE'L9 [£6'€20°80L9 sa4n1onJ3s Alejjidue pue JloAISsal
IPSA 9Y3 4O UOLIdNIISUO) °| Juduodwo)

0707 220 € 1® 1eak 0707 220 1€ Jeak 0707 22Q L€ 1@ Jeak
Se aAlRINWN) Suryioday 1B Se 2AlR|NWN) Surjioday Se aAlRINWN) sulioday juauodwo)
avd aoueLIeA pauueld Jen3dy

(N Ul UMOYS 24D SJUNOULY)

0202 42quia2a(] [§ papua 4vak ay1 1of
A31ApoE 323f0ag Aq spunj Jo SIsn JO JUSId)E)S

A 10 00T INVD "ON LIAFTID A4V
190l0.4 Wa)SAS UONESLLI] PUE JI0AISY IPIA JO UOHINNSUOT)

' B H EH ¥ EEEEEEEEEEEEENENRD?S



I S SN A S S EEEEETEEEEE Y

1. General information
1.1.  The Project

In accordance with the Credit Facility Agreement AFD No. CAM 1002 01 Y was concluded on 26
January 2016 between the Republic of Armenia and the Agence Francgaise de Développement (AFD),
the AFD provided a credit to the Republic of Armenia in the amount does not exceed 75,000,000
EUR.

The Credit is provided for the purpose of improving sustainability of the national rural irrigation
system by financing the construction of several dams such as the Vedi reservoir in the Ararat Valley
of Armenia.

In the Schedule 3-Financing Plan of Credit Facility Agreement the amount of estimated expenses to
be financed by AFD is 75,003,631 EUR.

The Credit is provided for the implementation of “Construction of Vedi Reservoir and Irrigation
System Project” (the Project).

The Project Effective Date is May 12, 2016 and Technical Completion Date is March 31, 2021. The
Deadline for Drawdown requests under Credit AFD No. CAM 1002 01 Y is May 31, 2021 and deadline
for final payments for works and services provided is November 30, 2021.

1.2.  The Project objectives

The objective of the Project is to improve the sustainability of water resources and irrigated
agriculture in the fertile Ararat plain via:
(i) The securing of additional renewable water resources from the construction of the Vedi
reservoir and
(i) The improvement of irrigation efficiency, through to renovation work and the modernization
of the network.
By lifting the constraints related to water and the irrigation network, the Project aims to reverse
the trend towards the abandonment of agricultural lend in the Ararat plain.

The Project consists of the following components:

Component1. Construction of the Vedi reservoir and ancillary structures,
Component 2. Rehabilitation, modernisation, extension of the irrigated perimeter,
Component 3. Project implementation.

1.3.  The Project Budget and Financing

The Project is being financed by the following sources:

- AFD Credit No. CAM 1002 01 Y - 100% of all expenditures, exclusive of taxes,
- The Government of the Republic of Armenia (Government of RA) - expenditures related

taxes.
AFD Credit No. Government of Total
Category CAM 1002 01Y the RA
EUR EUR EUR

1. Consulting services, Civil works,
operating costs

75,000,000.00

15,004,358.00

90,004,358.00

Total

75,000,000.00

15,004,358.00

90,004,358.00




Drawdown requests

The Credit is provided on the basis of Drawdown Requests as advances. The Request for the first
Drawdown includes the amount requested for (i) the refinancing of Eligible Expenses and (ii) the
initial Advance.

Subsequent advances are provided on condition that at least eighty per cent (80%) of the Advance
immediately preceding the Advance requested in the Drawdown Request and one hundred per cent
(100%) of the penultimate Advance have been utilized.

1.4. Project Implementation

Until 30 December 2019, the Project were implemented by “Water Sector Projects Implementation
Unit” State Agency (the WSPIU) of the Water Committee of the Ministry of Territorial Administration
and Infrastructure of the RA.

The activities of the WSPIU were terminated from December 30, 2019 in accordance with the RA
Government Decree No. 170-N of February 28, 2019. Further implementation of the ongoing
Projects will be continued by the Armenian Territorial Development Fund through its structural
subdivision. For that purpose, upon the decision of the ATDF Board of Trustees, Water Sector
Projects Implementation Branch of the Armenian Territorial Development Fund was created on
January 14, 2020.

The ATDF WSPIB’s address is: Vardanants blind alley 8, Yerevan 0010, Republic of Armenia.
2. Summary of significant accounting policies
2.1. Preparation and presentation of financial statements

The special purpose financial statements are prepared in accordance with the International Public
Sector Accounting Standard: Financial Reporting Under the Cash Basis of Accounting (IPSAS-Cash
Basis), issued by the International Public Sector Accounting Standards Board (IPSASB) within the
International Federation of Accountants (IFAC).

The principal accounting policies applied in the preparation of these special purpose financial
statements are set out below. These policies have been consistently applied to all the periods
presented.

2.2. Cash basis of accounting

Project financing is recognised as a source of project funds when the cash is received. Project
expenditures are recognised as a use of project funds when the payments are made.

2.3. Reporting currency

The reporting currency of these special purpose financial statements is EUR.

The contribution of the Government of RA and expenditures made in local currency, Armenian Dram
(AMD), are translated into EUR based at the exchange rate defined by the Central Bank of the
Republic of Armenia (CBA) at the date of the transaction.

The effect of exchange rate changes on cash held on local currency is reported as separate line item
in the statement of cash receipts and payments.

The average exchange rate at currency market issued by the CBA as at 31 December 2019 is 1 EUR
=537.26 AMD

The average exchange rate at currency market issued by the CBA as at 31 December 2020 is 1 EUR
=641.11 AMD

2.4. Taxes

Taxes are paid in accordance with the tax regulations of the Republic of Armenia.
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2.5. Budget

Expenditure budget is created based on actual accumulated expenditures for the last period plus
the updated procurement plans for the reporting period.

3. Summary of Drawdown Requests

For the year ended 31 Dec 2020

Drawdown Drawdown Amount of request Dra.wdovgn
request No request date confirmation
date
EUR
77 31/03/2020 9,000,000.00 16/04/2020
9,000,000.00
4, Statement of Project Account

Bank account number 900000902255
Bank Central Treasury
Bank location 1 Melig-Adamyan str., Yerevan, 0010

Republic of Armenia
Currency EUR

AFD Credit No. CAM 1002
Q1Y
For the year ended 31
December, 2020

1. Opening balance 82,557.68
2. Add: opening discrepancy %
3. AFD advance/replenishment 9,000,000.00
4. Less: Refund to AFD from PA -
5. Present outstanding amount advanced to PA 9,082,557.68
6. PA closing balance as at 31.12.2020 3,660,365.90
7. Add: Amount of eligible expenditures paid 5,422,191.78
8. Less: interest earned (if credited to PA)
9. Total advance accounted for 9,082,557.68

10. Closing discrepancy (5)-(9)

10
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5. Statement of Financial Position

The Statement of Financial Position discloses assets, liabilities, and net assets of the Project as at
reporting date. It is prepared in accrual basis that is transactions are recognized when they occur
(and not only when cash is received or paid).

note 31.12.2020 31.12.2019
EUR EUR
ASSETS
Cash 6 3,660,365.90 82,557.68
Prepayments 7 4,625,332.91 6,019,542.09
Total assets 8,285,698.81 6,102,099.77
LIABILITIES
Payables 8 3,665,421.26 3,401,302.45
Total liabilities 3,665,421.26 3,401,302.45
NET ASSETS
Cumulative income
AFD Credit No. CAM 1002 01 Y 10.1 56,000,000.00 47,000,000.00
Government of RA 10.2 9,900,795.45 8,403,162.22
65,900,795.45 55,403,162.22
Cumulative expenses
Project expenses 60,865,824.04) (52,377,817.96)
(60,865,824.04) (52,377,817.96)
Foreign exchange gain/ (loss) (414,693.86) (324,546.94)
Total net ascets 4,620,277.55 2,700,797.32
6. Cash
Account Underlying 31.12.2020 31.12.2019
held at Currency EUR EUR
Project account (AFD Credit
No. CAM 1002 01 Y) Treasury EUR 3,660,365.90 82,557.68
Total 3,660,365.90 82,557.68
7. Prepayments
Subcategory 31.12.2020 31.12.2019
EUR EUR
Civil Works (a) 4,609,417.50 5,922,701.30
Consulting Services 9,524.26 96,840.79
Operating costs 6,391.15 -
4,625,332.91 6,019,542.09

(@) Prepayments were provided in the amount of 20% of the corresponding construction contract
price. Prepayments were secured by Bank Guarantees. The Bank Guarantees shall expire upon
completion of 90/100% of Works. The prepayments were repaid by deducting the corresponding
percent from submitted Interim Payment Certificate.

|




8. Payables

31.12.2020 31.12.2019

EUR EUR

Civil Works (warranty amounts) (a) 3,665,421.26 3,401,302.45
3,665,421.26 3,401,302.45

(@) Post warranty amounts are retained at 5 or 10% (according to the contract conditions).

9. Project Expenditures

9.1 Project expenditures financing per funds

Reporting year Cumulative

Expenditu As at 31 Dec 2020

o AFD Credit Government Total AFD Credit Government Total
category No. CAM of RA No. CAM 1002 of RA

1002 01 Y 01y
EUR EUR EUR EUR EUR EUR

1
Consulting
services,
Civil 5,422,191.78 1,373,756.89 6,795,948.67 52,339,634.10 9,794,344.67 62,133,978.77
works,
operating
costs
Total 5,422,191.78 | 1,373,756.89 6,795,948.67 | 52,339,634.10 9,794,344.67 | 62,133,978.77

9.2 Project expenditure budget execution

Cumulative
: Expenditures
Expenditure category as at 31 Dec 2020 Total budget Execution
EUR EUR %
1. Consulting services, Civil works, operating costs 62,133,978.77 90,004,358.00 69%
Total 62,133,978.77 | 90,004,358.00 69%
10 Financing
10.1 AFD Credit No. CAM 1002 01 Y
Reporting year Cumulative as at
31 Dec 2020
EUR EUR
Initial Advances 10,000,000.00
Additional Advances 9,000,000.00 46,000,000.00
Total 9,000,000.00 56,000,000.00
Total financing budget 75,000,000.00
Percentage of finance provided as at 31 Dec 2020 75%
10.2 Government of RoA
Reporting Cumulative as
year at 31 Dec 2020
EUR EUR
Financed 1,497,633.23 9,900,795.45
Total financing budget 15,004,358.00
Percentage of finance provided as at 31 Dec 2020 66%
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