
Project Financia! Statements and
lndependent Aud itor'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 2020

!7



Contents

lndependent auditor's report

Statement of cash receipts and payments

Statement of uses of funds by Project activities

Notes to the Project financial statements

e

5

o

7

Third Public Sector l\4odernization project
IBRD Loan Agreement 8539-A[I

As of and for the year ended 31 December 2O2O



O GrantThornton

Independent auditor's Spuhp ft)nptrpntr <DFC

bp[uL rlluqu pirqlhu !htrmpnL((, p. bptruL 0015
Qpfrqnp l-nLuuLlnpllr 9

1. + 374 10 50 09 64/61

Grant Thornton CJSC
Yerevan Plaza Business Center
I Grigor Lusavorich Street,
Yerevan 0015, Republic of Armenia

I + 374 10 50 09 64/61

report

To the Office of the Prime Minister of the Republic of Armenia,

Opinion

We have audited the accompanying project financial statements of the Third Public Sector Modernization
Project (the "Project"), financed within the framework of the Loan Agreement 8539-AM by the lnternational
Bank for Reconstruction and Development (the 'IBRD'), which comprise the statement of cash receipts and
payments, the statement of uses of funds by Project activities as of and for the year ended 31 December 2020,
as well as a summary of significant accounting policies and other explanatory information.

ln our opinion, the project financial statements present fairly the cash balance of the Third Public Sector
Modernization Project as of 31 December 2020, and the cash received and cash paid for the year then ended,
in accordance with the lnternational Public Sector Accounting Standards ('IPSAS') Financial Reporting lJnder
the Cash Basis of Accounfing issued by the lnternational Public Sector Accounting Standards Board of the
lnternational Federation of Accountants, the World Bank guidelines, as well as the relevant points of the Loan
Agreement 8539-AM.

Basis for Opinion

We conducted our audit in accordance with lnternational Standards on Auditing ("lSAs"). Our responsibilities
under those standards are further described in the Audifor's Responsibitities for the Audit of the project

Financial Sfafernenfs section of our report. We are independent of the Office of the Prime Minister of the
Republic of Armenia (the "Office") in accordance with the lnternationai Ethics Standards Board for Accountants,
Code of Ethics for Professional Accountants (the "IESBA Code") together with the ethical requirements that are
relevant to our audit of the financial statements in the Republic of Armenia, and we have fulfilled our other
ethical responsibilities in accordance with those ethical requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of a Matter

We draw attention to note 2 to the project financial statements, which describes the basis of accounting. The
project financial statements are prepared to assist the Office to meet the requirements of the World Bank
guidelines and the relevant points of the Loan Agreement 8539-AM. As a result, the project financial
statements may not be suitable for another purpose. Our opinion is not modified in respect of this matter.

www.g rantthornton.am
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Armen Hovhannisyan

Chief Executive Officer

Responsibilities of Management and Those Charged with Governance for the Project
Financial Stafemenfs

The Office is responsible for the preparation and fair presentation of the project financial statements in

accordance with IPSAS Financial Repofting Under the Cash Basis of Accounfing, the World Bank guidelines

and the relevant points of the IBRD Loan Agreement 8539-AM, and for such internal control as management

determines is necessary to enable the preparation of project financial statements that are free from material

misstatement, whether due to fraud or error.

Auditor's Responsibilities for the Audit of the Project FinancialSfafemenfs

Our objectives are to obtain reasonable assurance about whether the project 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 a high level of assurance, but is not a guarantee that an audit conducted

in accordance with lSAs will always detect a material misstatement when it exists. Misstatements can arise

from fraud or 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 project financial statements.

As part of an audit in accordance with lSAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

r ldentifY and assess the risks of material misstatement 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 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.

o 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 Office's internal control.

o Evaluate the appropriateness ofaccounting policies used and the reasonableness ofaccounting
estimates and related disclosures made by management.

o Evaluate the overall presentation, structure and content of the project financial statements, including

the disclosures, and whether the project financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

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

Emil FCCA
,_F.6

10 June 2021
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Statement of cash receipts and
payments

US dollars Actual Planned Variance

Year ended
31 December

2020

As of 31 Year ended
December 31 December

2020 2020

As of 31 Year ended
December 31 December

2020 2020

As of 31

December
2020

Life of
Project

Opening cash balance

Add: cash receipts

IBRD Fund (note 4)

Government co-financing
(note 5)

1,499,837

3,624,496 9,993,406

293,079 1,012,194

Total cash receipts 3,917,575 11,005,600

Exchange rate difference

Less: cash payments

(1) Goods, non-consulting
services, and consultant's
services. Training and
lncremental Operating
Costs for Parl 1.2,2,3 and
4 ofthe Project

Front-end Fee

(8,080) (7,954)

3,909 332 9,445,146

52,500

4,656,587 10,192,401

52,500

(747,255)_ (747,255)- 24,429,691

52,500
Total cash 3,909,332 9,497,646 4,656,587 10,244,901

1,500,000 1,500,000

The project financial statements were approved on 10 June 2021 by

Bagrat Badalyan

Head of Deputy Prime

(747,255) (747,255) 24,482,191

sahadyan 
'' @4d*f

and Accounting

Closing cash balance

,ffi,

This statement is to be read in conjunction with the notes to and forming part of the special purpose project financial
statements set out on pages 7 to '12.

Third Public Sector Modernization project
IBRD Loan Agreement 8539-AM
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Statement of uses of funds by
Project activities

US dollars

Year ended As of 31 Year ended As of 31 Year ended As of 31

3'l December December 31 December December 31 December December
2020 2020 2020 2020 2020 2020 Project tife

Part 1: Public Financial
Management
lnformation Systems

Part 2: e-Governance
- 360,000

Solr"rtions for lmproved
service Delivery 3,753,438 8,436,374 4,400,183 9,083,119 (646,745) (646,745) 22]21,990

I)art l): Capacity Building
and Small Capacity

- 276,672 - 276,672 277,271

lrnplernentation 155,894 732,100 256,404 832 610 (100 s10) (100 5i0) 1,630,400

t_)uilding lnterventions

Part 4. Project
Manaqement and

Front-end Fee

Unallocated funds

52,500 - 52,500 52,500

- 40,030
'I-otal 3,909,332 9,497,646 4,656,587 10,244,901 (747,255) (747,255) 24,482,191

This statoment is to be read in conjunction with the notcs to and forming part of the project financial statements set out on
pages 7 to 12.

Third Public Sector Modernizalion Pmject
IBRD Loan Agreement B53911tV]
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a)

b)

c)

d)

Notes to the Project financial
statements

Activity
l-he Loan Agreement 8539-AM of the Third Public Sector Modernization Project (the "Project") was signed on
'18 November 2015 between the Republic of Armenia and the lnternational Bank for Reconstruction and
Development (the "lBRD"). The total amount of the Loan was agreed to be US dollars 21,000,000. According to
the amendment of the Loan Agreement, the loan amount, which amounted to US dollars 2'1 ,000,000, was
canceled by US dollars 700,000 in2020.

The Project consists of the following parts:

Public Financial Management Information Systems,

e-Governance Solutions for lmproved Service Delivery,

Capacity Building and Small Capacity Building lnterventions,

Project Management and lmplementation.

ln accordance with the Loan Agreement the financing of the Project rs implemented through the following
categories:

Percentage of
Expenditures to Amount of the

be financed Loan
(exclusive of Allocated (ln

Taxes) US dollars)

100 % 20,247,500

52,500

_ rg3og{gt

The front-end fee in amount of US dollars 52,500 was withheld by the IBRD on 6 May 2016.

The Project was initially implemented by the State lnstitution "Foreign Financing projects Management Center,,
of the Ministry of Finance of the Republic of Armenia (the "FFPMC"). According to the decree N1427-Lof the
Government of the Republic of Armenia dated 13 December 2018, the activities of the FFpMC were
suspended starling from 31 March 2019. lt was determined that the operations of the FFpMC will be
implemented by the Project lmplementation Department of the Ministry of Finance of the Republic of Armenia
through an auxiliary professional structural subdivision. Later, according to the decree N1262-L of the
Government of the Republic of Armenia dated 19 September 2019, it was determined that the operations of the
Project will be implemented by the Office of the Prime Minister of the Republic of Armenia (the ,Office,,),

The legal address of the Office is the Government House 1, Republlc Square, yerevan, Republic of Armenia.

Third Public Seclo( Modernization proiect
IBIID Loar Agreeflent 8539-Atvl

As of and for the year endecl 31 Decernber 2020 7

Category

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

Front-end Fee



2 Significant accounting policies

2.1 Statement of compliance

The project financial statements are prepared in accordance with the lnternational Public Sector Accounting

Standards IPSAS Frnancial Repofting Under the Cash Basis of Accounting, the World Bank guidelines and the

relevant points of the Loan Agreement 853g-AM.

Alternatively, the Office also presents a statement of financial position of the Project as of the reporting date as

an encouraged additional disclosure, as prescribed in the part 2 of the lnternational Public Sector Accounting

Standards IPSAS Frnancial Reporting Under the Cash Basis of Accounting (refer to note 9).

2.2 Project financial statements

The project financial statements include:

a) The statement of cash receipts and payments of the Project as of and for the year ended 31

December 2020, showing the World Bank and counterpart funds separately, and the statement of

uses of funds by Project activities as of and for the year ended 31 December 2020.

b) Accounting policies and explanatory notes (including additional accounting policies and disclosures),

covering

Summary of summary reports or SOEs used as the basis for the submission of withdrawal

applications in the notes;

Statement of designated account in the notes;

Statement of financial position showing the accumulated funds of the Project, bank balances,

other assets of the Project, and liabilities, if any, as described in the note 2.

2.3 Furrctional and presentation currency

The national currency of the Republic of Armenia is the Armenian dram ("dram"), which is the Project's
functional currency, since this currency best reflects the economic substance of the underlying events and
transactions of the Project.

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

ln preparing the project financial statements, transactions in currencies other than US dollar are recorded at the
rates of exchange defined by the Central Bank of Armenia prevailing on the previous date of the transaction.
Direct payments from the World Bank funds to the Project's counterparties, which are denominated in
currencies other than US dollar, are recorded at the exchange rate of the client connection
(https://clientconnection.worldbank.org) system. At each reporting date monetary items denominated in foreign
currencies are retranslated at the rate defined by the Central Bank of Armenia prevailing on that date, which is
522.59 drams for 1 US dollar as of 31 December 2020 (3'l December 2019: drams 479.7 for 1 US dollar). Any
exchange rate differences are recognized in the statement of cash receipts and payments and the accumulated
figure of exchange rate difference is disclosed in the Statement of financial position under "Exchange rate
difference".

Third Public Sector l\4odernization Pfoject
IBRD Loan Agreen'lent 8539-Atu]

As of and for the year ended 31 Decernber 20.20 I



2..4 Project expenses

Expenses incurred in the framework of the Project are recognized on the cash basis of accounting, i.e. when
the relevant cash is paid. Expenses are recognized in the statement of cash receipts and payments under the
caption "cash payments". Additionally, the Project expenses are disclosed in the statement of uses of funds by
Project activities.

2.5 Project financing

Financing received in the framework of the Loan Agreemeni 8539-AM is recorded in the statement of cash
receipts and payments as "cash receipts" and is recognized at each replenishment. ln addition, the Project
funds received are disclosed in the Statement of financial position (refer to note 9).

2..6 IBRD financing

To finance eligible expenditures under the Loan 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 flnance 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 borrowerto 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, directly 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.

Third public Sector Modernization Project
lBSD Loan Agreenlent 0539.A[4

As of and For the year ended 31 December 2020 I



4. IBRD financing

US dollars

Other procedures

SOE procedures (note 6)

Front-end fee

Designated account advance

Co-financing received

Returned amount

6. SOE withdrawal schedule
For the year ended 31 December 2020
ln US dollars

Year ended
31 December

2020

As of 31

December
2020

2,710,300

91 4,1 96

7,063,282

1,377,624

52,500

1 , 500,000

__!f?1191 9,993,406

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 procedures" of financing, the Office requests advance to and documentation of
designated account accompanied by the records evidencing eligible expenditures for payments against
contracts valued at more than the amounts in accordance with the Disbursement Letter and contracts that are
subject to the World Bank's prior review.

5. Governmentco-financing

US dollars

Year ended
31 December

2020

As of 31

December
2020

357,285

(64,206)

1,179,6'10

(167,416)

293,079 1,012,194

G oo ds, n o n - co n s u r ti n s se rv i ce s, a n drco n s 

3:x?l H";: ii JI ! :;":i :; !;:"fl :[:i
14 DA

15 DA

16 DA

17 DA

764,754

23,930

51,396

74,116
Total 914,196

Third Public Seclor l\rodernization project
lERD Loan Agreenent 8539-A[/

Asof andforiheyearerxled 31 December2020 iO



7. Designated account statement
As of and for the year ended 31 December 2020

ln US dollars

Opening balance as of 1 January 2020

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 2020

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

'1,499,837

3,624,496

3,624,496 3,624,496

5,124,333

1,500,000

3,624,333

3,624,333 3,624,333

5,124,333

B. Reconciliation between the amounts received by the office and
disbursed by the World Bank

For the year ended 31 December 2020
ln US dollars

Category

Office
The World

Bank DifferenceAppl

Goods, non-consulting services,
and consultant's services.
Training and lncremental
Operating Costs for Parl 1.2,2,3
and 4 of the Project

14-DA

15-DA

16-DA

17-DA

764,754

1 ,468,871
1,001 ,614

389,257

3,624,496

764,754

1 ,468,871
1,00'1,614

389 257

___:,6r41e6_

Ihird Publrc Seclor Modernization p@ject
lERD Loan Agreen'tont 8539,AI!,1

As of and tor the year ended 31 Decernber 2O2O 1 l

Total



9. Statement of financial position

As described in the note 2.1 ,lhe Office's policy is to prepare the project financial statements in accordance with

IPSAS Financial Reporting Underthe Cash Basls of Accounting. llowever, the Office also presented a

separate statement of financial position as a disclosure encouraged under IPSAS Financial Rcpoiing Under

the Cash Basis of Accounting.

As of 31

December
2020

As of 31

December
2019In US dollars

Asscfs

Project expenditures

Designated account

Advance

Total assets

tVel assets and liabilities

IBRD Fund

Government co-financing

Exchange rate difference

Other

Accounts payable

Total net assets and liabilities

9,658,442

1,500,000

9,759

5,769,704

1,499,837

48,345

__:1168,201

9,993,406

1,012,194

(5,783)

1,146

167,238

____Mz49L

6,368,910

719,115
(1,456)

95

231,222

____11168401_ 7,317,886

Ihird Public Sector Modernization project
lBtiD Loan Agreenrent 8539-AIVI

As of and for the year ended 31 December 2020 l2


