
Project Financial Statements and
lndependent Auditor's Report

Office of the Prime Minister of the Republic of
Armenia

Third Public Sector Modernization Project
IBRD Loan Agreement 8539-AM

As of and for the year ended 31 December 2O1g



Contents

lndependent auditor's report

Siatement of cash recelpts and payments

Statement of uses of funds by prolect activities

Notes io the Project financial statements

3

6

7

I

Third Publ c Seclor rModerntzation p@ject
tBR0 Loan Aore6m6nt 8539-AM

Asof a.dforth6y€a.ended31 December2O.l9



Q GrantThornton

lndependent auditor's qnutp AnnUpnlr OPC
ti B b nlLur! 0012
qL!qunZULr 8/1

I + 374 10 260 964
$ + 374 10 260 961

Grant Thornton CJSC
8/1 Vagharshyan Slr
0012 Yerevan. Arrnenia

T + 374 10 260 964
F + 374 t0 260 961

report

To the Office of the Prime Minister of the Repub ic of Armen a,

Opinion

We have audited the accompanying prolect flnancia statements of the Ihird Pubtic Sector lvlodernizat on
Project (the 'Project"), financed within the framework of the Loan Agreement 8539-AM by the lnternational
Bank for Reconstruction and Developmeni (the ' IBRD'), wh ch comprise the statement of cash rece pts and
payments, the statement of uses of funds by project act vities as of and for the year ended 3'1 December 2019
as well as a summary of sign f cant accounting policies and other exp anatory information.

ln our opinion, the project f nancial statements present fair y the cash baiance of the Third public sector
l\,4odern ization Project as of 31 Decem ber 20'1 I a nd the cas h received a nd cash paid for the year then ended,
in accordance with the lnternat onal Public sector Accounting slandards ("lpsAs') Financiat Repofting under
lhe cash Basis of Accountlrg" issued by the lnternational pub ic sector Accounting standards Board of the
lnternational Federation ofAccountants, the World Bank guidelines, as well as the relevant potnts of the Loan
Agreement 8539-AM

Basis for Opinion

We conducted our audit in accordance wrth lnternational Standards on Auditing ("lSAs") Our responsibilities
under those standards are further described in the Auditor's Res ponsibitities far the Audit of the project
Financial statements section of our report. we are rndependent of the "office of the prime lvllnister of the
Republlc of Armenia'(the 'Offce") in accordance with the lnlernational Ethics Standards Board for
Accountants Code of Ethics for Professional Accountants (the ,tESBA Code,,) together with the eth ca
requirements that are relevant to our audit of the financial statements in the Republ c of Armenia, and we have
fulfilied our other ethical responsib iiies n accordance with those ethical requirements. We be ieve that the
audit evidence we have obta ned is suff cient and appropriate to provide a basis for our optnion.

Emphasis of Matters

. We draw attent on io note 2 to the prolect f nancia statements, whtch describes the basis of
accountlng. The project financial statements are prepared to assist the managemeni of the Off ce to
meet the requiremenis of the World Bank guidelines and the relevant points of the Loan Agreement
8539-AM. As a resurt the project f nanc ar siatements may not be suitabre for another purpose. our
op nion is not modified in respect of this matter.

wlw.grantthornion.am
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' We draw attent on to note 10 to the projeci financial statements which describes lhe effect of a new
disease COVID-'19. Our opin on is not modified in respect of thrs matter.

Other matter

As described in note 1 1 , the project financial statements as of 31 Decem ber 20 1 8 were restated by the Office.
Accordingly, the balance of the funds has been decreased by amount to US dol ars 2 900,000.

Responsrb/ilres of Management and rhose charged with Governance for the project
Financial Sfalemenfs

The offlce is responsible for the preparation and fair presenta|on of the prolect f nanc al statements in
accordance with IPSAS Fmanclai Reporting Under the Cash Basis of Accaunting theWorld Bank guidelines
and the relevant points of the IBRD Loan Agreement 8539-AM, and for such nternal control as management
determ nes is necessaly to enable the preparatron of prolect f nanc al statements that are free from mater a
m sstatement whether due to fraud or error

Auditor's Responsiblrfles for the Audit of the project Financial Slatemenis

Our objectives are to obtain reasonab e assurance about whether the project financ al 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 s a hrgh level of assurance, but is not a guarantee that an audit conducted
ln accordance with lsAs will always detecl a mater al m sstatement when it exists. M sstatements can ar se
from fraud or error and are considered mater a f, nd vidually or in the aggregate, they could reasonably be
expected to nfluence the economic dec srons of users taken on the basis of these project financial statements.

As part of an aud t in accordance wrth lsAs, we exercise professionar judgment and marnta n profess ona
skepticism throughout the aud t. We also

ldentify and assess the risks of material m ssiatement of the project financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that s sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material m sstatemeni resulting from fraud is higher than for one result ng from error, as fraud may
involve collusion, forgery, intentional om ssions, misrepresentations or the override of internal contro.

Obta n an understanding of nternal conttol relevant to the audit tn order to design audii procedures
that are appropr ate in the circumstances, but not for the purpose of expressing an opinion on the
effect veness of the Office s lnternal contto .

Evaluate the appropriaieness of accounting pol cies used and the reasonab eness of accounting
esiimates and related disc osures made by management.

Evaluate the overal presentation, structure and content of the project financial statements rnc ud ng
the disc osures, and whether the proleci financial statements represent the underlying transactions
and events in a manner that achleves fa r presentation

w\'w.grantthornton.am
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we commun cate with the management among other matters, the planned scope and timing ofthe audit and
significani audit findings, lncluding any significant deficiencies in rnternal controt that we rdentify during our
audit.

Armen Hovhann syan

D rector

1 Jrne 2020
9 "qnUr,o ?OllFl.rtOllLu
?. oOOaOSgS +.

,*t rord

ww.grantthornton.am



Statement of cash receipts and
payments

US doilars Actual Planned Variance

Year ended
31 December

2019

As of 31

December
2019

(restated)

Year ended
31 December

2019

As of 31
December

2019

Year ended
31 December

2019

As of 31
December

2019
Life of

Project

Opening cash balance

Add cash receipts

IBRD Fund (note 4)

Government co-financing

255,801

3,611 951

376,030

6,368,S10

719,115note 5)

Total cash

Exchange rate difference

Less: cash payments

(1) Goods, non-consult ng
serv ces. and consultani s
servrces Training and
lncrementa Operating
Costs for Part 1 1 (a), 1.2,
2,3 and 4 of the Project

3,987,981 7 088,025

282

2,7 44,227 5,535,814

52,500

5,253 544
Front-end Fee

8,045,091

52,500

(2,509,277) (2,509,277) 28,522,860

52,500
Tota cash

C os ng cash balance

2,7 44,227 5,588 314 5,253,504 B 097,591

1,499,837 1,499,837

The project financial statements were approved on i June 2O2O bv:

Serge Varak Sisser an Susanna Sahadyan

Head of Deputy

Department

28,575,360

Ashkhen Janjughazyan

Project F nanc a lvlanager

Armenia Disease Prevontion and Conlrotpoecl
tBRD LoanAgreemenr O539,AM

As ol and lor tho y€ar ended 31 December2ol9 G

;--.t:* @*"{

This slatement is to be read in conlunction wilh the notes lo and form ng paat oI the special purpose prolecl financial
slalernents sei oul on pages 8 to 14



Statement of uses of funds by
Project activities

US dollars Variance

Year ended As of 31 Year ended As of 31 year ended As of 31
31 December December 31 December December 31 December December

2019 2019 2019 2019 2019 2O1g project tife
Part 1r Public Financial

Management
lnformation Systems - 707,882 707,882 (.7A7.882) (707,882) 10.822,860

Part 2: e-Governance
Solutions for lmproved
servce Deliverv 2,291 sos 4,682,936 3,925,595 6,317,026 (1,634,090) (1,634,090) 14,ooo,ooo

Hart J. uapaqty Buttd ng
and Small Capac ty
Bullding lnterventions 276,672 276672 348,000 34B,OOO (71328) (71,328j 1,g50OOO

Part 4t Project
Management and
implementation

Front-end Fee

176,050 576,206 272 027 672183 (95,s77) (95,977) 1,85O,OOO

52,500 - 52,500 S2,5OO

lotal 2,744,227 5,588314 5,253,504 8,097,591 (2 509,277) (2 509,277) 28575,360

This slatement is to be read in coniuncl on wth lhe notes to and forming part ofthe prolect financial statements set out on
pages 8 to 14.

Armena Dsease Prevention andContro Prolect
BRo Loan Agreement ss39 AM

As of and lortheyearended 31 Oocember20l9 ?

Actual Planned



Notes to the Project financial
statements

Activity

The Loan Agreen'rent 8539-A[, of the Third Publ c Sector [,4odernization project (the ,,project,) was signed on
'18 November 2015 between the Republic of Armenta and the lnternational Bank for Reconstruction and
Development (the 'lBRD") The total amount ofthe Loan was agreed to be US dolars 21 0OO,OO0

The Prolect consists of the fo lowing parts:

a)

b)

c)

d)

Public F nancial Management lnformation Systems,

e-Governance Solutions for lmproved Service Deltvery,

Capacily Buiding and Small Capaclty Buildlng interventions

Pro]ect Management and implementation

ln accordance with the Loan Agreement the financing of the project is imp emented through the follow ng
categories:

Category

(1) Goods, non-consulting services, and consultant's services.
Training and lncremental Operating Costs for part 1.1 (a),1.2,2,3
and 4 of the Project

(3) Front-end Fee

Percentage of
Expenditures to Amount of the

be financed Loan
(exclusive of Allocated (ln

Taxes) US dollars)

104 % 2A,947 ,500

52 500

J1!!9q00

Front-end fee s equal to one q uarter of one percent (0.2s% ) of the Loan amou nt. The front-end fee in amount
of US dolars 52,500 was withheld by the tBRD on 6 May 2016.

The Project was mp emented by the State lnslitution ' Foreign Fina nclng Projecis M anagernent Centef of the
lMlnistry of Financeof the Republic of Armenia (the'FFPMC") According to the decree N 1427-L dated 1 3
December 2018 of the Government of the Repub ic of Armenia, the activities of the FFpMc were suspended
starting from 31 March 201 g. lt was defined that the activities of the FFPMC will cont nue to be mplemented by
the Projecl lmplementation Department of the l\4 nistry of Finance of the Republ c of Armenia thtough auxiltary
profess onal structural subdivision According to the decree N.1262-L dated 19 September, 20.1 9 of the RA
Government, it was def ned that the activities of the Project will continue to be imp emented by the Off ce of the
Prime Minisier of the Republic of Armen a (the 'Offce')

The legal address of the Office is Government House '1, Republic Square, yerevan, Republic of Armen a.

Arm€nia Disease P.ev€nliof a.d ContotProjocr
IBRD Loan Agreeme.t 0539-4[4

As of and ror lh6 year ended 31 D€comb€r2ot9 6



Significant accounting policies

2.1 Statement of compliance

The proiect financial statements are prepared n accordance with the lnternational Public Sector Accoun|ng
standards IPSAS "Financial Repoijng lJnder the cash Basis of Accauntit'tg", the world Bank guidetines and
the relevant points of the Loan Agreement 8539-Al\,,I

Alternatively, the Offlce presents a statement of f nancra position of the Project as of the repor|ng date as an
encouraged additional disclosure, as prescribed in the pari 2 of the lnlernational Public Sector AccountinQ
Standards IPSAS "Financial Reporting lJnder the Cash Basis of Accounting', (telet la note g).

2.2 Project financial statements

The project f nancia siatements includel

a) The statement ofcash rece pts and payments ofthe prolect for ihe year ended 31 December20lg
showing the World Bank and counterpart funds separately, and the statement of uses of funds by
Project activities.

b) Account ng po|cies and explanatory notes (including additional accounting policies and disclosures),

^^,/ori^^

Summary of summary reports or SOEs used as the basls for the submission of withdrawal
app ications in the notes, as appropriate

Statement of designated account in the notes, as appropriatel

Statement of financial position showing accumulated funds of the project, bank balances,
other assets ofthe Project, and liabiltes fany as descr bed in the note 2.

2.3 Functional and presentation currency
The nationa currency of Armen ia s theArmenian dram ('dram'), which is the prolect's functional currency,
since th s currency best reflects the econom c substance of the under y ng events and transactions of the
Project.

These project financial statements are presented in US dollars (presentation currency).

ln prepa[ing the project financial statemenls transactions in curenc]es other than US dollar are tecorded at the
rates of exchange defined by theCentral Bank of Armenia preva ling on the dates of the transactions Direct
payments denominated in currencres other than us do ar from the world Bank funds to the project s
counferpartres are recorded at the exchange rate of the c ieni connect on
(https //c ientconnect on.worldbank.org) system. At each reporting date, monetary items denominated in fore gn
currencies are retranslated at the rate defined by the Central Bank of Armenia prevailing on that date, which is
479.7 d?msf., l usdollarasof 3l December2olg(31 December20lB: drams 493.7s for 1 LJS do lar). Any
exchange rate differences are recogn zed n the statement of cash receipts and payments and the accumulated
frgure of exchange rate difference s disclosed in the statement of financial posiiion under'Exchange rate
difference'.

Arm€nE ois*so P.6venlion 6nd Contro poecl
tBRD Loan Agreemenl3539 AM

As ol and ror the year end€d 31 oecember2ol9 o

2



2.4 Project expenses

Expenses incurred in the framework of the project are recognized on the cash basis of accountrng, .e. when
the le evant cash s paid. The expenses are recognized in the statement of cash receipts and payments under
thecaption'cashpayments'Addtlonaly,theProjectexpensesaredsclosedinthestatementofusesoffunds
by Project act vities.

2.5 Project financing

Financing received in the framework of the Loan Agreement 9539-A[,] is recorded n the siatement of cash
receipts and payments as'cash receipts" and is recognized at each replenrshment ln addition, the project
funds received are disclosed ln the Statement of financia pos t on (refer to note 9)

2.6 IBRD financing

To finance eligible expenditures under the letter agreement, the world Bank disburses proceeds from the
Credit account using one or more of the disbursement methods, which are stated below:

a. Reimbursement

The Bank may reimburse the borrower to finance eligible expenditures that the borrower has refinanced from
its own resources.

b. Advance

The Bank may advance loan proceeds into a Designated account of the borrower to finance eligible
expenditures as they are incurred and for which supporting documents will be provided at a later date.

c. Direct payments

The Bank may make payments, at the borrower's request, direcfly to a third party for eligible expenditures.

d. Special commitment

The Bank may pay amounts to a third party for eligible expenditures under Special commitments entered into,
in writing, at the borrower's request and on terms and conditions agreed between the Bank and the borrower.

3. Closing date of the project

According to the schedule 2 of the Loan Agreement 8539-AM the closing date of the project is 30 November
2022

A.menia oisease Prevenliof and contotPro,ecr
IBRD Loan AO16€ment 0539-Arvl

As orand forlhe ye.r ended 3i Decehb€r2019 to



4. IBRD financing

US dollars

Other procedures

SOE procedures (note 6)

Front-end fee

Designaied account advance

Year ended 3'l
December 2019

As of 31
December

2019

2,606,928

205,023

800,000

4 352,982

463,428

52 500

1500,000

3,611,951 6,368,910

under the method of 'soE procedures" of financing, the office requests advance to and documentation of
designated account accompanied by the statement of expenditure (SOE).

under the method of other p.ocedures' of financing, the office requests advance to and documeniation of
designated account accompanied by the records evidencing erigibre expenditures for payments aga nst
contracts va ued at more than the amounts in accordance with the Disbursement Letter and contracts that are
subject to the World Eank s prior review

5. Governmentco-financing

Co-f nanc ng rece ved

Returned amount

US dollars

Year ended 31
December 20'19

404 889

(28,859)

376,030

6. SOE withdrawal schedule
Fot the yeat ended 31 December 2019

ln US dollars

Category
Application No.

Goods, works, consultants, services, Training and lncremental Operating Costs
8DA 26,896

68,191

97 493

10 992

1,451

As of 31

December
2019

822,325

(103,210)

719,115

9DA

11DA

12 DA

13 DA

Total 205,023

armena Dse6so Pr€venrion andconrro projocl
BRD Loar Agreenent 8539-AM

As ol and lorlh6 year ended 31 D6c6mb€r2019 i1



7. Designated account statement
As of and for the year ended 31 December 2O1g

ln US dollars

Opening balance as of 1 January 2019

Add:

Cumulative unexplained discrepancy

Credit replenishment during the year

Less: Refund to the IBRD from the designated account during the
year

Present outstanding amount advanced to the
designated account (1)

Closing balance as of 31 December 20.19

Add:

Amount of eligible expenditures paid during the year

Service charges (if applicable)

Less: lnterest earned (if credited into the designated account)

Total advance accounted for (2)

Discrepancy (1)- (2) to be explained

255,801

3,611,951

3,611 951 3 611 95't

3.867,752

1,499.837

2,367,915

2 367 915 2 367 915

3 867 752

8. Reconciliation between the amounts received by the Office and
disbursed by the World Bank

For the year ended 31 December 2019

ln US dollars

Category The World
Bank Difference

Goods, non-consulting services
and consultant s services
Training and lncrementa
Operating Costs for Pari 1.1 (a).
1.2, 2,3 and 4 of the Project

Designated account advance

Total

2,811,951 2 811,951

800,000 800 000

800 000 800 000

3,61 1,951 3,61 1,95]

Arfionia O sease Preventonand ControtP.oiecr
|BRD Loan Agr€€menr 8539 AM

As oiandior(ho yearended 3t D€c€mber2ol9 t2

8-DA

9DA
11-DA

12-DA
,13-DA

1O-DA

444 199
74,329

1,043,331

106,214

1 143 878

444,199
74,329

1,043,331

106 214

1,143.878



9. Statement of financial position

As described in the note 2.1, the pollcy of the Office is to prepare the project financial siatements in accordance
w th IPSAS "Finarcia I Reporting under the cash Basis of Accaunting" H owever the office a so has presenied
a separate slatement of f nanclal position as a drsclosure encouraged under lpsAS 'Financiat Reporling LJncler

the Cash Basis of Accounting".

ln US dollars

,4ssets

Prolect expenditures

Designated account

Advance

Total assets

Net assets and liabilities

IBRD Fund

Government co-financing

Exchange rate difference

Other

Accounts payable

Total net asseis and liabilil es

As of 31

December 2019

As of 3'l
December 2018

(restated)

5 769,704

1 ,499,837
48 345

2,842,7 62

255, B0'1

7 317,886 3 0s8,563

6,368 910

719 115

(1,456)

231 ,222

2 756,959

343,085

(1,512)

31

7 317,886 3,098,563

10. Subsequent events

ln March 2020 the world Health organizat on has classified the coronavirus (covlD-19), which has exploded
in China in December 2019, as pandemic. The impact ofthe coronavrrus outbreak is unknown at thls time. The
develop ng s tuation with COVID-]9 may have some mpact on the continuity or the volume of the operations of
the off ce. on 16 March 2020 the Government of the Republlc of Armenia announced a state of emergency in
the cou ntry to ast u ntil 1 3 J u ne 2020. These project financ al statements do not reflect the Dotent al effect of
the above

1 1 . Restatement

ln order to provlde free financ al assistance to the Republic of Armenia within the framework of the project, the
Russian Federat on will prov de financial aid at the amount of 8.2 million us dollars d uing 2ai7-2021 by the
bilateral agreementsignedinJune20lT since the Ministry of Finance of theRepubricof Armeniawas
assigned to implement the Projeci w thin the scope of the above mentroned agreement, only funds of the
Project supported by the worrd Bank are ncluded in the project financiar statements Therefore, the project
f na ncial statements have been restated as of 31 Decem ber, 20 1 g to exclude the received f na ncing amount
and the cash balance of US dollars 2,900,000 related to the financing recerved from the sources of the Ministry
of F nance of the Russian Federation

Arhonia Oisease Prevenron and Controrp.ojecr
|BRD Loan Aqr€ement 3539 AM

As ofand ior the yearended 3r oecembor2ot9 13



The project f nancial slatements have been restated as followsl

As of 31
December 2018

(before
restatement) Restatement

As of 31
December 2018

(after
restatement)ln US dollars

Assefs

Project expenditures

Designated account

RF Fund Financing treasury account
Total assets

Net assets and liabilities

IBRD Fund

Government co-financing

RF Fund Financing

Exchange rate difference

Other

Total net assets and llabilities

2 842,7 62

255 80'1

2,900,000

2,842162
255,801

5,998 563
l?qo0!!!)
(2,900,000)

(2,900 000)

3 098,s63

2,756,959

343,085

2,900 000
(.1,512)

31

2,756,959

343,085

(1,512)

5,998,563 (2 900 000) 3,098.563

A.menra Dr6eas€ prevenrionandConlrotprote(t
IBRD Loan Aqreemenl O5l9.AM

aeorand for th€ yearonded il D6(ember20l9 1rt


