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INDEPENDENT AUDITOR’S REPORT

To the Management of the Armenian Territorial Development Fund

Opinion

We have audited the special purpose financial statements of “Social Investment and Local
Development Project” (“Project™) financed by Loan Agreement IBRD Loan Number 8483-AM dated B
April 2015 ("Loan Agreement"), and implemented by Armenian Territorial Development Fund
(“ATDF"), which comprise of the statement of cash receipts and payments and the statement of

expenditures per components for the year ended 31 December 2018, and notes to the special
purpose financial statements, including a summary of significant accounting policies.

In cur opinion, the accompanying financial statements present fairly, in all material respects, the
cash flows for the year ended 31 December 2018 in accordance with International Public Sector
Accounting Standards: Financlal 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 (LAASB) 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 of the ATDF in accordance with the International Ethics
Atandards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we
have fulfilled our 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 basls framework, as a result, they may not be suitable for
another purpeses. Our opinion is not modified in respect of this matter.

Responsibilities of the Management for the Financial Statements

Management of the ATDF fs responsible for the preparation and fair presentation of the special
purpose financial statements in accordance with IPSAS-Cash Basis issued by the International Public
sector Accounting Standards Board (IPSASE) of the IFAC and Financial Management Manual for World
Bank Financed Investment Operations (“WB Guidelines”), and for such internal control as
management determines is necessary to enable the preparation of special purpose financial
statements that are free from material misstatement, whether due to fraud or error.

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:

B0 srmenia s, o a of Bx0 Limited, & UM company Smited by fuadantes, and fomm part of the inbematkons] B00 retwork of
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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.

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.

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

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

1.

3.

4.

To comply with the terms of the Loan Agreement, the ATDF management shall insure that:

funds have been used in accordance with the conditions of the Loan Agreement concluded
between the International Bank for Reconstruction and Development (IBRD) and the
Republic of Armenia, and WB Guidelines, with due attention to economy and efficiency,
and only for the purposes for which the financing was provided;

supporting documents, records and accounts have been maintained to support claims for
reimbursement of expenditures incurred. Reimbursed expenditures included in the
withdrawal applications are eligible for financing under the Loan Agreement; Interim
Unaudited Financial Reports (IFRs) issued by ATDF during the Reporting year are in
agreement with the underlying books of accounts;

the Designated Accounts have been maintained in accordance with the provisions of the
Loan Agreement, and World Bank related guidelines;

Financed Works, Goods and Services have been procured in accordance with the Loan
Agreement and World Bank related guidelines.

In our opinion, the Project management has complied with the above requirements for the year
ended 31 December 2018.

“BDO Armenia™ CJSC
20 June 2019

e ; I.__ -\."‘:-. .-:
= %
Karine Chilingaryan
Auditor

IBDO
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MOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS

Social Imvestment and Local Development Project
(BRD Loarn §483-AM
For the year ended 31 December 2018

1. General information
1.1. The Project financing

According to the Loan Agreement between the Republic of Armenia and the International
Bank for Reconstruction and Development (“IBRD", “WB™) on & April 2013, IBRD provided
Loan Mumber B483-AM in the amount of 30,000,000 United States dollars (USD) to the
Republic of Armenia.

The loan was provided for implementation of “Social Investment and Local Development
Project™ {hereinafter Project).

The Loan Agreement became effective on 22 September 2013,

The Clesing date for the Loan Number 8483-AM financing is set on 30 June 2020,
The Grace period for submitting the expenditures incurred before the Closing date is set
four months after the Closing date 31 Oct 2020,

1.2, The Project’s objective

The objective of the Project Is to improve quality and use of, and access ta, community
angd inter-community infrastructure,

The Project cansists of the following parts:

Part A: Support to Socio-Economic Development and Capacity Building at Local Level

1. Carrying out community micro-projects (Microprojects), with the assistance af
Project Implementation Committees (“PICs™), including, inter-alia: (i) the
construction, renmovation, rehabilitation, and/or expansion of key social
infrastructure covering education, health, and social services; (i} the
installation/rehabilitation of water supply and sanitation systems; and (il
execution of minor irrigation and rural electrification works.

2. Providing: (i) technical assistance to ensure proper design, and supervision of
Microprojects; and (if) institutional and financial capacity building at community
Lewiel,

3. Providing furniture and equipment for infrastructure investments benefited by
Microprojects.

Part B: Suppert to Inter-Community Secial and Economic Development Initiatives
1. Supporting to Armenia's territorial reform through carrying out of innovative
development initiatives (Subprojects).

2. Providing: (i) technical assistance to ensure proper deslgn and supervision of
Subprojects; and ({ii) institutional and financial capacity building at community
level.

3. Providing furniture and equipment for infrastructure investments benefited by
Subprojects.

Part C: Institutional 5trengthening and Project Management
Providing institutional support, capacity building, and technical assistance to
ASIF/ADTF for Praject Management, fiduciary oversight, safeguards oversights, the
provision of training, and operating costs, required therefor.



1.3, Budget

The Project is financed by:

= [BRD Loan Mumber B483-AM,
+  Government of the Republic of Armenia (Government of R&) cofinancing,
#  Community Contributions (CC)
+ [Donors’ contribution and other income,
Donors' Percen
'E"m LOAN | vernmant | COMMURIRY i Ehpmﬂ:ﬁ:!
umkser Contribu- Tatal
B487-AM of Roa Hafi tian and to be
Categary othar Ii;:emi'-ad by
usp UsD usD A
e equivalent equivalent | equivalent UsD tin?::::; of
1. Works, goods and
consultants’ services
. under Part & of the
Project 17,600,000 5,504,000 1,250,000 74,000 24,468,000 72.15%
2, Works, goods and |
| consultants' services
| under Part B of the
Project 10,100,000 | 2,741,000 625,000 13,464,000 75.00%
3. Goods, |
consultants' services |
{including for Project
auwdits) aﬁd Traini{'ng TL.43%
under Part  of the
Project 573,000 218,000 1,000
B0% (Y2013),
4. Operating costs 455 (YE014),
under Part C of the 40% (Y2017,
Project | 355 (YINa),
1,652,000 2,548, 000 4,200,000 |  30% after,
_ 5. Front-end fee 75,000 - T 735,000 100%
Total 30,000,000 | 11,011,000 | 1,915,000 | 74,000 | 43,000,000

7.4,

Project Implementation

The Project is implemented by the Armenian Territorial Development Fund (ATDF) -
formerly: Armenian Social Investment Fund (the ASIF), in accordance with the Project
agreement dated 3 April 2015 signed between IBRD and ASIF,

The ASIF has been established by a Decree N 162 dated 11.04.2000 of the Government of
the Republic of Armenia, the sole founder, as an autonomous non-profit agency to assist in
the rehabilitation of small-scale infrastructure through community initiated and demand-

based activitios.

The ATDF implements projects financed by the WEB and other donors including contributicn

ba:

« welfare development of population through improving quality and accessibly of
social and economic infrastructure and public services, employment, investment

activity,

« Institutional and financial strengthening of regions of the Republic of Armenia.

The Board is a supreme governing body of the ATDF.

The ATDF registered address is: 31 K. Ulnetsu Street, Yerevan, 0037, Republic of Armenia.




2. Summary of significant accounting policies
2.1 Preparation and presentation of financial statements

The zpecial purpose financlial statements are prepared in accordance with the
International Public Sector Accounting Standards: Financial Reporting Under the Cash Basis
of Accounting (IPSAS-Cash Basis), issued by the Intermational Public Sector Accounting
Standards Board (IPSASB) within the International Federation of Accountants (IFAC), and
presented in accordance with Financial Management Manual for World Bank Financed
Investment Operations (March 2010): BEM 3 - Financial Reporting and Auditing.

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

Cash basis means a basis of accounting under which transactions and other events are
recognized only when cash or its equivalent is received or paid.

Financial statements prepared under the cash basis provide information about the sources
of cash raised during the period, the purpose for which cash was used and the cash
balances at the reparting date,

2.3 Reporting currency
The Project financial statements are presented in United States Dollars (USD).

2.4 Foreign currency transactions

Foreign currency is a currency other than the reporting currency of the Praject.

Project accounts are maintained in USD and Armenian Drams (AMD).

Transactions in foreign currencies are translated to presentation currency at exchange
rates at the dates of these transactions. Settlement rate of foreign currency over
functional currency established by the Central Bank of the Republic of Armenia (the CBA)
is taken as the exchange rate.

Contributions of the Government of the Republic of Armenia, communities and other
donors, and payments to contractors and suppliers expressed in AMD are presented in USD
at the official exchange rate defined by the CBA at the date of transfer.

The exchange rate defined by the CBA as at 31 Dec 2017 is: USD 1 = 483.17 AMD,
The exchange rate defined by the CBA as at 31 Dec 2018 is: USD 1 = 483,76 AMD,

2.3 Budgeting

Annual budgets for funding and expenditures are based on approved budget of the project
agreement (Maote 1.3.].

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

2.6 Taxes

All applicable taxes are paid in accordance with tax regulations of the Republic of
Armenia.



3. Summary Reports and SOEs

(BRD Loan Numibrer 8483-AM
For Lhe year ended 31 December 2018

I LIS0
| | Expenditure category
cLﬂsmt;' I
Application | Value |(1)Works, goadsand| i) ging | 14) Dperating Total
number | date | e | forProjectaudits) | L
Frogect under Part C of Project
| the Project
27 26.01.2018 72169706 Z,513.92 45,807.78 772,01E.76
I8 20022018 223,877.08 1,739.03 | 14,637,312 240,253.43
Py 22.03.2018 |  1BB.851.04 | 1A 79077
an 11.05. 2018 15291823 14,593,08 367,511,341
il 29.05,208 465, 140.67 15,049.79 484, 160,46
azr 04.07. 2018 022, 759,18 . 18,633.40 | 541,392,868
| 33 ?H.UT.EWE 329,530.87 6,039.63 15,0&5.0& 350,650.56
H 17.08.2018 485,956.42 - 14, 8%6.66 o0, 85308
35 | 10.09.2018 | 495,338.31 - 13,576.03 | 509,334.34
% 0L11.2018 | 299,161.16 | 13,992.86 |  313,154.02
w | 19112018 | 331,282.14 _ 14,239.61 | 345,521.75 |
~ Total 4,622,532.26 10,292.58 | 195,817.82 | 4,B28,642,66 |
4, STATEMENT OF DESIGNATED ACCOUNT
Bank account number 900000900283
Bank Central Treasury
Bank location Meliq Adamyan Street 1,
Yerevan, Republic of Armenia,
0010
Account currency UsD

1. Opening balance as at 01.01.2018
2. Add: opening discrepancy

3. WB advance/replenishment

4, Less: Refund to WB from DA

5. Present outstanding amount advanced to

DA

6. DA closing balance as at 31.12.2018

7. Add: Amount of eligible expenditures paid
&, Less: interest earned (if credited to DA)
9. Total advance accounted for

10. Closing discrepancy (5)-(9)

IBRD Loan
Mumber 8483-
AW

928,023

264
4 828,642

5,756,929

TB4,845
4971817

5,756,662

267



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).

31.12.2018 31.12.2017
Hote UsD UsD
ASSETS
Cash & 1,118,505 1,524,126
Prepayments and receivables 7 167,621 642,958
Total assets 1,286,126 2,167,084
LIABILITIES
Payables 2 138926 324 B85
Total Liabilities 138926 324 RES
MET ASSETS
Cumulative income
Funds 9
IBRD Loan B483-AM 17,620,757 12792115
RA Government 6,282,168 4455541
Community contribution 1,533,565 1,423,433
Sponsors contribution 73784 73,284
25,514,774 18,744,373
Cumulative expenses
Project expenses 10 24,364,254 16,899,780
24,364,254 16,899,780
Foreign currency boss 3,320 2394
Total net assets 1,147,200 1,842,199
6. CASH
Account Account held at Underlying 31.12.2018 31122017
S Currency sk LSD
Designated account Tk
(IBRD Loan 8483-AM) ; UsD 784,845 928,023
Government of RA Treasury AMD 333,642 504,270
Community contribution Ararat bank AMD 18 1,533
1,118,505 1,524,126




7. Prepayments and receivables

31 Dec 2018 31 Dec 2017

50 Lsb

Prepayments on Waorks® 167,621 &), TET
Other short-term recelvables . 2191
167,621 642958

{*) Prepayments are paid to contractors up to 20 % of the censtruction contract amount

based on bank guarantee provided.

8. Payables
31 Dec 2018 31 Dec 2017
Uso _ush
On Works [Retenticns)” 138,839 322610
Other payables 0y 2275
138,926 324,885

{*} Retentions of 5% are held from the completed service invoices as guaranty for the
quality of the work. 2.5% are paid after signing the final act, and the remaining 2.5% are
kept for up to one year as guaranty for the quality of performed work, or pald on the basis

of a one-yvear bank guaranty.
2. Financing

9.1, IBRD Loan Number 8483-AM

Year ended Cumulative as

31 Dec 2018 at 31 Dec 2018

UsD S0

Advances/! [advance recovery) it 1,700,000

S0E and Summary Sheets 4,828,642 15,845,757
Front-end Fee 4 73,000

Total 4,828,642 17,620,757

Tatal financing budgeat 20,000,000

Percentage of finance provided as at 31 Dec
- 2018 39%

5 9.2. Government of the Republic of Armenia co-financing

Year ended Cumulative as

. 31 Dec 2018 at 31 Dec 2018
s _usDh

Contributions in cash 1,826,627 6,282,168

Total 1,826,627 6,282,168
Total financing budget T i_l.ul 1,000

- Percentage of finance provided as at 31 Dec
2018

57%




9.3. Community Contribution

Year ended Cumnulative as
31 Dec 2018 at 31 Dec 2018
UsD_ UsD
Contributions In cash 115,132 1,538,565
Total 115,132 1,538,565
Total financing budget T 1,915,000
Percentage of finance provided as at 31 Dec
2018 B
9.4, Donors' contribution and other income
Year ended 31 Cumulative as
Dec 2018 at 31 Dec 2018
UsD usD_
Contributions in cash = 73,284
Total = 73,284
Total financing budget 74,000
Percentage of finance provided as at 31 Dec
2013 99%
10, Project Expenditures
10.1. Project expenditures financing per funds
Lsn
- ' Year ended 31 Dec 2018
Governmen Denors'
Cavegory gt | tof Roa co- EHTFT;L'L‘E’“ contrib |  Total
. financing ution
1. Warks, goods and
consultants’ services under 4,581,224 1,405, 56 362,700 1,803 | 6,351,393
Fart A of the Project - {
2. Works, goods and |
consultants’ services under | 184,470 49,192 12,298 - 245,560
Part B of the Project i i
3. Goods, consultants’
services (including for Project
audits) and Training under Part il s AR
C of the Pmigc_t J
4, Dperating costs under Part '
!. C of the Praject 148, 342 | 368,331 138 563,031 |
5. Front-end fea - 1 - = '
- |
Total | 4,971,817 1,826,165 375,336 1,803 | 7,175,121
1




Cumulative as at 31 Dec 2018
Governme 1
Category nt of RoA | Community Enurmnt:ir;u Total
IBRD Loan oo cantribution Hor
£483-AM financing |
1. Works, goods and
consultants’ services under
Part A of the Project 15,392,260 4,749.017 1,192 312 72,7849 21,406,378
2. Works, goods and
consultants’ senvices under
Part B of the Project 184,470 43,153 12,208 = 245,960
3, Goods, consultants’
senvices (including for Project
| audits) and Training under Part
| Cof the Project 115,065 43 756 - 158,822
4. Operating costs under Part
C of the Project 1.0EE,154 1,43%,G0E 486 41 2,506,789 |
5, Front-end fee no— ! TE.W‘H
Total ' .
16,832,950 6.281,573 1,205,596 | 72,830 | 24,392.94%
10.2. Project budget progress
Curmulative
asat Budget Implementation
s 31122018
LsD Ush %
1. Works, soods and consultants” services under
Part & of the Project 21,406,578 24,468,000 B7%
2. Works, soods and consultants’ services under
Part B of the Project 245,960 13,466,000 i
3. Goods, consuitants” services {including for |
Project audits) and Tralning under Part C of the
Project . 158,822 | _'fE‘t.EIﬂU 2005
4, Operating costs under Part C of the Project 2506789 | 4,200,000 0f
5. Front-end fee 73,000 75,000 100G
| Total 24,592,945 43,000,000 e

11, Events after the reporting date

The application M 38 that includes expenditures relating to the Reporting year in the
amount of 915,193 USD was submitted ta WB on 26 February 2019 and approved on 16

February 2019,



AMNEX 1. RECONCILIATION BETWEEN THE AMOUNTS SUBMITTED BY THE ATDF

AND DISBURSED BY THE WORLD BANK

Social nvestment and Local Development Praoject

JERD Loan 3483-AM

For the year ended 31 December 2018

in LUED i Eaen
Expenditure Category Appl. ATDF WH Differgnce
¥7 713,697.06 721,697.06
) 223 877.04 113 B77.08
24 188.351.04 188,851.04
an 352,823 352,918.23
a1 469,140.67 469,140.67
1. Wﬂ{*ﬁ-‘-- goods and " a2 522,759.28 522,759.28
gl e - 529,530.87 529,530.87
2 485,956, 42 485 956,42 2
a8 493,358, 31 485,358,311
6 299,161.16 299,161,16
a7 131,2B62.14 331,282.14
4,622,532.26 4,622,532.26
3.Goods, consultants' services oL 221372 SHaECL
{including for Project audits) 28 1,739.03 1,739.03
and Training under Part C of 35 6,039.63 6,039.63
the Project
10,292.58 10,292.58
97 45 BOF.7E 45, 807.78
W8 14,637.32 14,637.32 -
ot 14,941.23 14,941.23
30 14,593.08 14,593.08
1 15,019.79 15,019.79
4, Operating costs under Part 3z 18,633.40 18,633.40
C of the Project a3 15,080.06 15,080.06
14 14,596 66 14,806_66
T8 13,976.03 13,976.03 £
36 13,992,886 13,992.86
37 14,23%.61 14,239.61
165, 817,82 195 817,82

Total

4,828,642.66

4,828,642.66




