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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 “Seismic Safety Improvement
Program™ {"Program™) financed by Loan Agreement ADE Loan Number 3284-ARM(SF) dated
on 19 October 2015 (“Loan Agreement”), and implemented by the Armenian Territorial
Development Fund (“ATDF"), which comprise of the statement of cash receipts and

payments for the year ended 31 December 2017, and notes to the special purpose
financial statements, including a summary of significant accounting policies.

In our opinion,

1. the accompanying financial statements present fairly, in all material respects, the
cash flows for the year ended 31 December 2017 in accordance with International
Public Sector Accounting Standards: Financial Reporting Under the Cash Basis of
Accounting, (IPSAS-Cash Basis);

2. funds have been used in accordance with the conditions of the Loan Agreement
concluded between the Asian Development Bank (ADB) and the Republic of
Armenia, and ADB Guidelines, with due attention to economy and efficiency, and
only for the purposes for which the financing was provided:

3. supporting documents, records and accounts have been kept in respect of all
Program wventures, including those relating to DLIs achievements reports.
Respective reports issued during the period were in agreement with the underlying
books of accounts;

4. The Deposit Account used has been maintained in accordance with the provision of
the Loan Agreement, and ADB related guidelines.

Basis for Opinion

We conducted our audit In accordance with International Standards on Auditing (ISAs) as
issued by Intermational Auditing and Assurance Standards Board (IAASB) of the
International Federation of Accountants {IFAC). Qur respansibilities 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 Program and of the ATDF in accordance with the International
Ethics Standards 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 Mote 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 apinion is not modified in respect of this matter.
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Responsibilities of the Management for the Financial Statements

Management of the ATDF js 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 (IPSASB) of the IFAC and ADB
Program Financial Reporting and Auditing Guidelines (“ADB 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 aur opinion. Reasonable
assurance is high level of assurance, but s not a guaranty that an audit conducted in
accordance with I5As 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 ecanamic decisions of
users taken on the basis of these special purpose financial statements,

As part of an audit in accordance with I5As, we exercise professional judgement and
maintain professional skepticism throughout the audit, We also:

* |dentify 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 fs 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 policies 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 f1ndinifs, including any significant deficiencies
in internal control that we identify during our =
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STATEMENT OF CASH RECEIPTS AND PAYMENTS
Selsmic Safety Improvement Pragram -Results-Based Lending

ADE Loan Number 3284-ARM{SF)
For the vear ended 11 December 2007
In LISD
= Actual Planned Variance
Description Note | Reporting year |Cumulative as at| Reperting year | Cumulative as at | Reporting year [Cumulative as at
31 Dec 2017 31 Dec 2017 31 Dec 2017 |
Opening Cash Balance 25,241,353 -
rees of Funds B

ADE Loan Mumber 3284-ARM{SF) 728,197 6,758,153

RA Government Thb 443 B54,317
Total = 1,494,640 | 27,612,470 : -
Uses of Funds
(1) Works 4,247,042 4,247 042 4,299,725 4,299, 725 52,684 52,684
(2) Goods - 44117 2,064 46,181 2,064 2,044
(3) Consultants senices 70,860 379 681 97,162 405,983 26,301 26,30
{4) Operating costs 184,962 322,984 197,482 335,504 12,520 12,520

3) Interest during implementation 128197 1,116,611 _ 728197 1,116,611 - .
&'utal 5,231,061 6,110,435 5,324,630 6,204,004 93,569 93,569

oreign currency gain/(loss) (49) 2,848
Closing Cash Balance 5 21,504,883 | 21,504,883

The Progrom special purpose financial statements were approved by the management of the Armenian Territorial Development Fund on 25 June 2018 and
signed on its behalf. The accompanying notes form an integral part of these Program special purpose financial statements,

Ashot Kirakosyan
Executive Director
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Levon Dulyan
Financial and Administrative Director
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STATEMENT OF USES OF FUNDS BY PROGRAM ACTIVITY

Seismic Safety Improvement Program - Results-Based Lending

ADE Loan Mumiber 3284-ARM{5F)
For the year ended 31 December 2007
In UISDy

response capacity;

implementation.

(2) Interest during implementation

Total

_ Actual Planned Yariance
Program Activities Reporting year | Cumulative as | Reporting year | Cumulative as at | Reporting year | Cumulative as
o at 31 Dec 2017 31 Dec 2017 at 31 Dec 2017
{a) Increasing seismic resilience of school buildings; 4,317,902 4,670,840 4,398,951 4,751,889 81,049 81,049
(b} Strengthening seismic disaster preparedness and ) -
(¢} Improving supportive policies and systems for . . )
seismic disaster risk management and reduction; v
(d) Enhancing capacity in Program execution and 184,962 372,984 197,482 335,504 12,520 12,520
T28.197 1,116,611 T2B, 197 1,116,611
5,231,061 6,110,435 5,324,630 ﬁ,lﬂi,ﬂﬂ*ﬂ 93,5691 73,569

The Program special purpose financial statements were approved by the management of the Armenian Territarial Development Fund on 25 June 2018 and
signed on its behalf. The accompanying notes form an integral part of these Program special purpase financial statements.

Ashot Kirakosyan
Executive Director

U

Levon Dulyan
Financial and Administrative Director
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MNOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS

Seismic Safety Improvement Program - Results- Based Lending
ADB Loan Number 3284-ARM{SF)
For the year ended 37 December 2017

1. General information

1.1. The Program financing

According to the Loan Agreement between the Republic of Armenia and the Asian Development
Bank {“ADB") concluded on 1% October 2015, ADB provided a Loan Mumber 3284-ARM{SF) in the
amount of 63,259,000 Special Drawing Rights (“5DR™) to the Republic of Armenia.

The payment currency of the loan is United States dollars (USD).

The loan was provided for implementation of “Seismic Safety Improvement Program -Results-
Based Lending” (“Program™, “55IP").

The Loan Agreement became effective on 22 December 2015.

The Program is expected to be completed by 30 November 2020, and Closing date for the ADB
Loan Mumber 3284-ARM(SF) financing is set on 31 May 2021.

1.2, The Program’s objective
The objective of the Program s to support 55IP implementation in improving coverage of
seismically safe school buildings.

The Program shall support S5IP in the following areas:
a) Increasing seismic resilience of school buildings;
b) Strengthening seismic disaster preparedness and response capacity;
c) Improving supportive policies and systems for seismic disaster risk management and
reduction;
d)} Enhancing capacity in Program execution and implementation.

1.3. Disbursement Linked Indicator (“DLI")

The Loan amounts are avallable for withdrawal upon satisfaction of the corresponding DLI
targets. The satisfactory evidence of DLIs achievement shall be submitted to ADB to support
withdrawal applications.

Withdrawals from the Loan account may be made for DOLI targets achieved prior to the Effective
date, 22 Dec 2015, but not earlier than 19 Oct 2014,

Ll ¢ | DL description Tatal nTmu:; ¥ M6 Y 2017 ¥ e ¥ 119 ¥ 20
SOR SOR SBR 2] bR ] SOR
Coverage of seismically
DL | safe school buildings
increased 18,514,000 6,791,000 - | &719.000 5,000,000
Sedsmic resilience of
DLEZ | school buildings
increased 382000 | E 144,000 13,234,000 - 13,438,000 5,576,000
Selsmic disasber prepa-
DU3 | redness and response
_capacity strengthened 2,575,000 1,073,000 1, 0K, 000 500,000
Supportive policies,
gystems, and structures
DLE | for seismic disaster risk
management and
reduction improved 2,429,000 643,000 43,000 B3, 000 SO0, 000
Mational capacity in exe- i
LS cuting and implementing
the sefsmic safety inves-
tment program enhanced | 1858000 | 357,000 43,000 | 858,000 - - -
Subtotal 59,756,000 | 3,944,000 | 15,582,000 | 7,649,000 | 15,081,000 | 6,719,000 | 11,580,000
Interast disring imnlamisnt ation 3.§)3_Jﬁ:| - - - . . -




1.4, Budget
The Program is financed by:
* ADE Loan Number 3284-ARM(SF),
= Government of the Republic of Armenia (Government of RA), covering the taxes,

Cabegory ADE Loan Mumber J284- Governmant of Total
ARM{SF) RA 4
SDR | usD sD LsSD
_.equivalent® | equivalent**
(1) Works 47 208,000 40,007 14,759,850 81,359 ga7
(Z) Goods 4,183,000 5,904 529 1,307 847 T.12.671
(3) Consultants serdces 5,680,000 0 AZ9E5T 2088546 11,518,202
(4] Operating costs 1585,000 2,378,589 526,826 2,905,415
3} Interest durin
s implEmEntatlgn 3,508,000 4,958,637 - 4,958,637
Total 63,259,000 [ 89,311,719 18,683,104 | 107,994,823

{") Budget USD equivalent of SDR underlined loan 15 calculated based on cumulative funds received in

UsD, plus USD equivalent of undisbursed funds in SDR as at reporting date. As at 31.12.2017 the SDR/USD
rate is set 1 SDR=1.42413 USD (31.12.2016 - 1.34433 USD).
(**) The Government of RA co-financing budget s adjusted based on updated budget of Loan financing.

1.5. Program Implementation
The Program {s implemented by the Armenian Territorial Development Fund (ATDF).

The ATDF implements Programs related to:

+ 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, chaired by the Prime-Minister of the Republic of Armenia, is a supreme governing
body of the ATDF.

The ATDF registered address is: 31 K. Ulnetsi Street, Yerevan, 0037, 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 Standards: Financial Reporting Under the Cash Basis
of Accounting (IP5AS-Cash Basis), issued by the International Public Sector Accounting
Standards Board (IPSASE) within the International Federation of Accountants (IFAC), and
presented in accordance with ADB Program Financial Reporting and Auditing Guidelines
(March 2015) (“ADBE Guidelines™).

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 end of reporting date.

£.3 Reporting currency
The Program 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 Program.

Program 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 the transactions. Settlement rate of foreign currency over functional
currency established by the Central Bank of the Republic of Armenia (the CBA) i5 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 2016 is: USD 1 = 483.65 AMD,
The exchange rate defined by the CBA as at 31 Dec 2017 is; USD 1 = 483.17 AMD.

2.5 Taxes

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



3. SUMMARY OF FUNDS RECEIVED UNDER EACH DLI

ADB Logn Mumber 3284-ARM{SF)
For the yvear ended 31 December 2017

In LISD
Disbursement category documented — ———
DLI4. Supportive | DUS. Mational
oL, DUZ. | DLI3. Sefsmic mﬂ“m"’“"’m eﬁﬁdugﬂd
DL Advancef Coverage of Seismic disasber E - .
Application structures for implernenting | Inberest during Total
" Yalue date (Advance seismically resilience | preparedness H 2 Total paid
= recevery) safe school | of school | and response m“::i:mkm ““E“‘:‘;EE‘“’: implementation | documen
buildings buildings capacity i :
gement imeestment
increased increased | strengthened e Tk ey
improved enhanced
15 May A7 35028 A 2H 330,08
1% Mone 017 - :ﬂizl.ﬂ 359,169 389,165
L . x = - 728,197 728,197 728,157
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4, STATEMENT OF DEPOSIT ACCOUNT (DA)

Bank account number
Bank
Bank location

200000901281

Central Treasury

Melig Adamyan Street 1,
Yerevan, Republic of Armenia,
Q010

Account currency usD
ADB Loan
Number 3284-
ARM(5F)
1. Opening balance as at 01.01.2017 25,241,353
2. Add: opening discrepancy = §
3. ADB advance/replenishment =
4, Less: Refund to ADE from DA =
5. Present outstanding amount advanced to
DA 25,241,353
&. DA closing balance as at 31.12.217 21,504,883
7. Add: Amount of eligible expenditures paid 3,735,712
8. Less: interest earned (if credited ta DA) -
9, Total advance accounted for 25,240,595
10, Closing discrepancy (5)-(9) 758
5. Cash
Account Account Underlying 3M.12.2017
held at CUrmency usp
Deposit account (ADE Loan 3284-
Treasury
ARMISF)) Lso 21,504,883

21,504,883




6. Financing

6.1. ADB Loan Number 3284-ARM{5F)
Cumulative as
Reporting year at 31 Dec 2017

UsD usD
DLl advance/ (advance recovery) - 21,949 786
DLI payment - 3,691,776
Interest payment 728,197 1,116,611
Total T8I 26758158
Total financing budget 89,311,718
Percentage of finance provided as at 31 Dec
2017 0%

6.2. Government of the Republic of Armenia co-financing

Reporting Cumulative as
period at 31 Dec 2017

UsD_ usD
Contributions in cash 766,443 £54,317
766,443 854,317
Total financing budget 18,683,105
Percentage of finance provided as at 31 Dec
207 5%
7. Litigations

There are no pending litigations related to the Program as at reporting date and as at
approval date of these financial statements.



B. DLI achievement progress

Amount of
Amount of
Progress of Loan Proceed
DLI# | DU description | Year | DLI target im < SRR Al | Cumulative as ' gy ed
a5 at 31 Dec 2016 PrToRE (SDR) at 31 Dec 2017
(SR}
2017 The list of 46 schools to
b= buitd or straightemnad
approved, yet.
Bitiuage i At least . 1% over baseline points hial oo ok ot 30
oLy | setsmically safe (13.4%) schoals, which does nat
school buildings allow to ensure target
e N . = coverage. | 18514000
2019 | At Least 3.9% over baseline points
20Z0 | At least 5.3% over baseline points
Prior | B priority schools completed and
2015 | approved
seismic refilience | 2016 | ¥ of schools increase by % from
ouz | of school baselin 38H00
buildings 2018 | & of schools increase by 27 from
increased i baseline
2020 | §of schools increase by 46 from
20 PR ADE on 15
16 . Implemented and Approved by an
At least B comemunities received 2 43
Sebeinic dicaster e tainaling i, :‘UUTLM E rfaun 11 | Hovember 2016 2,572,000 1,072,000 %
oL angﬂ 2078 | At [east 26 communities received
5' temﬂgsmmme m“‘” public awareness campaign
2020 | AL [east 46 communities receied
public awareness campaign
Prior implemented and by ADE on 19
2015 | S5RF approved submitted to ADG on 11 | Movember 2016 2,429,000 643,000 6%
Hovember 3016
2016 The seismic resilient
Supportive construction guidelines
policies, systems, were approved by the
and structures for Urban Development
D4 sEismic disaster Committes of the
risk management Buflding codes harmonized with Government of the
and rediaction international standards Republic of Armenia.
improved The revivion of codes of
geisnic resilient
construction is nat

commenced. For
commencement, 1t is

I3



required that the

seismic risks map of
1:500000 to be
appriveed, which is not
prepared yel.
2018 | Mational seismic hazard probabilistic
map updated
Prior | AL beast 11 additional staff for Implemented and Approved by ADE on ]
. 2015 | program implementation is recruited | submitted to ADB on 11 | Hovember 2016 1,858,000 1,000,000
Hational “ﬂ"ﬂ‘l" at ATDF Movember 2016
;m the | 2016 | Template bidding documents are Prepared by ATOF and
oS e na prepared; ATDF operational mameal | submitted to ADE on
i ':“‘"' updated; Program monitoring and Hovember 2016
i evaluation systemn established .
Lt 2017 | AL least 30 staff working for program During year 2017, 14
implementation, with at least 408 warkers are trained from
wonen are trained which B are woman
Foal 55,756,000 | 2,715,000

i
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