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INDEPENDENT AUDITORS’ REPORT

To the Acting Director of Centre for Education Projects

We have audited the accompanying special purpose financial statements of the Education Improvement
Project (hereinafter EIP) implemented by the Center for Education Projects (hereinafter CFEP), which
comprise Summary of Project Sources and Uses of Funds, Summary of Uses of Funds by Project
Activities, Statements of Designated Accounts, Summary of Summary of Expenditures for the year
ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022, and Statement of
Financial Position as at 31 December 2021 and as at 21 June 2022 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 project
sources and uses of funds, uses of funds by project activity and its cash flows for the year ended 31
December 2021 and for the period from 1 January 2022 to 21 June 2022 in accordance with the accrual
basis of accounting as described in Note 2(a).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors Responsibilities for the Audit
of the Special Purpose Financial Statements section of our report. We are independent of the CFEP 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 responsibilities m
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
appropriate to provide a basis for our opinion.

Emphasis of Matter - Restriction on Distribution or Use

We draw attention to Note 2(a) of the special purpose financial statements, which describes the basis of
accounting. The special purpose financial statements have been prepared for providing information to
the Government of the Republic of Armenia, the International Development Association and the
International Bank for Reconstruction and Development to assist them in evaluating the EIP’s
implementation. As a result, the special purpose financial statements may not be suitable for another
purpose. Our opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Special Purpose Financial
Statements

Management is responsible for the preparation and fair presentation of the special purpose financial
statements in accordance with accrual basis of accounting as described in Note 2(a), and for such internal
control as management determine is necessary to enable the preparation of the special purpose financial
statements that are free from material misstatement whether due to fraud or error.
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In preparing the special purpose financial statements, management is responsible for assessing the
CFEP’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the CFEP
or to cease operations of EIP, or has no realistic alternative but to do so.

Auditor's Responsibilities 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 a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs 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 special purpose financial statements.

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

* [dentify and assess the risks of material misstatement of the 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 CFEP’s internal control.

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

= Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the CFEP’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditors’ report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditors’ report. However, future events or conditions may cause the CFEP
to cease to continue as a going concern.

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

We communicate with those charged with governance 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 o dit.
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Director

Lilit Minasyan
Head of Audit Services
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24 June 2022



Education Improvement Project
Summary of Project Sources and Uses of Funds for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

Project

Actual Planned Variance Actual Planned Variance Appraisal

Document
USD Life of
2021 2021 2021 Cumulative Cumulative Cumulative Project

Opening Working Capital

Cash and cash equivalents 1,461,036
Prepayments 960,228
Payables (455,860)
Total 1,965,404

Sources of Funds

IDA financing 1,461,323 13,681,622
IBRD financing 2,742,199 14,999,999
Government financing 1,258,044 7,013,923
Income from penalties 3,219 21,233
Total donor funds 5,464,785 35,716,777
Foreign Exchange Difference (74,287) (76,423)

Uses of Funds

Works 4,765,413 5,042,992 (277,579) 20,236,796 20,514,375 (277,579)
Goods 566,412 588,292 (21,880) 3,859,139 3,881,019 (21,880)
Consultant’s services 212,056 222,289 (10,233) 2,004,641 2,014,874 (10,233)



Education Improvement Project

Summary of Project Sources and Uses of Funds for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

USD

Trainings

Grants
Miscellaneous Operating expenses
Total

Front end fee

Closing Working Capital
Cash and cash equivalents
Prepayments

Payables

Total

Project
Actual Planned Variance Actual Planned Variance Appraisal
Document
Life of
2021 2021 2021 Cumulative Cumulative Cumulative Project
70,548 71,253 (705) 172,618 173,323 (705)
1,002,293 612,477 389,816 6,679,892 6,290,076 389,816
269,820 282,958 (13,138) 2,180,408 2,193,546 (13,138)
6,886,542 6,820,261 66,281 35,133,494 35,067,213 66,281 37,462,500
- - - 37,500 37,500 - 37,500
6,886,542 6,820,261 66,281 35,170,994 35,104,713 66,281 37,500,000
483,212
98,330
(112,182)
469,360



USD

Opening Working Capital
Cash and cash equivalents
Prepayments

Payables

Total

Sources of Funds
IDA financing

IBRD financing
Government financing
Income from penalties

Total donor funds

Foreign Exchange Difference

Uses of Funds
Works
Goods

Consultant’s services

Education Improvement Project

Summary of Project Sources and Uses of Funds for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

Project
Actual Planned Variance Actual Planned Variance Appraisal
Document
From 1 January Jl; I:;;rl From 1 Life of
2022 to 21 June 2022 y January 2022 Cumulative Cumulative Cumulative Project
to 21
2022 to 21 June 2022
June 2022
483,212
98,330
(112,182)
469,360
(1,428) 13,680,194
(8,525) 14,991,474
103,379 7,117,302
- 21,233
93,426 35,810,203
(22,636) (99,059)
342,773 732,609 (389,836) 20,579,569 20,969,405 (389,836)
- - - 3,859,139 3,859,139 -
21,900 25,119 (3,219) 2,026,541 2,029,760 (3,219)



USD

Trainings

Grants
Miscellaneous Operating expenses
Total

Front end fee

Closing Working Capital
Cash and cash equivalents
Prepayments

Payables

Total

Grisha Hovhannisyan
Acting Director

Education Improvement Project
Summary of Project Sources and Uses of Funds for the year ended 31 December 202 1 and for the period from 1 January 2022 to 21 June 2022

Project
Actual Planned Variance Actual Planned Variance Appraisal
Document
From 1 January Jl';l;lomrl From 1 Life of
2022 to 21 June 2022“: y January 2022 Cumulative Cumulative Cumulative Project
021
2022 to 21 June 2022
June 2022
- - - 172,618 172,618 -
111,775 25,762 86,013 6,791,667 6,705,654 86,013
63,702 83,771 (20,069) 2,244,110 2,264,179 (20,069)
540,150 867,261 (327,111) 35,673,644 36,000,755 (327,111) 37,462,500
- - - 37,500 37,500 - 37,500
540,150 867,261 (327,111) 35,711,144 36,038,255 (327,111) 37,500,000




USD

Project Activities

Component 1. Enhancing the Quality
of General Education
Sub-component 1.1. Promoting
School Readiness and equal
opportunities at the start of General
Education
Sub-component 1.2. Enriching Upper
Secondary Schools
Sub-component 1.3. Improving data-
collection and monitoring of the
education system performance
Sub-component 1.4. Supporting
Futher Improvements in the Quality
of Education through Curriculum
Revision

Component 2. Mainstreaming of the
Competitive Innovation Fund (CIF) for
Higher Education Institutions (HEI)
into full implementation

Component 3. Project Management and
Implementation

Front End Fee

Total project expendeture

Education Improvement Project
Summary of Uses of Funds by Project Activity for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

PAD
Actual Planned Variance Actual Planned Variance
. . . Life of
2021 2021 2021 Cumulative Cumulative Cumulative .

Project
- 450 (450) 1,741,400 1,741,850 (450) 1,875,000
5,105,278 5,404,327 (299,049) 23,194,203 23,493,252 (299,049) 22,500,000
341,177 342,596 (1,419) 2,264,958 2,266,377 (1,419) 2,500,000
153,208 156,273 (3,065) 435,402 438,467 (3,065) 625,000
5,599,663 5,903,646 (303,983) 27,635,963 27,939,946 (303,983) 27,500,000
1,009,900 623,674 386,226 5,212,706 4,826,480 386,226 6,250,000
276,979 292,941 (15,962) 2,284,825 2,300,787 (15,962) 3,712,500
6,886,542 6,820,261 66,281 35,133,494 35,067,213 66,281 37,462,500
- - - 37,500 37,500 - 37,500
6,886,542 6,820,261 66,281 35,170,994 35,104,713 66,281 37,500,000




Actual

From 1
January 2022
to 21 June
2022

USD

Planned

From 1
January 2022
to 21 June
2022

Variance

From 1
January 2022
to 21 June 2022

Actual

Cumulative

Planned

Cumulative

Education Improvement Project
Summary of Uses of Funds by Project Activity for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

Variance

Cumulative

PAD

Life of
Project

Project Activities

Component 1. Enhancing the Quality

of General Education
Sub-component 1.1. Promoting
School Readiness and equal
opportunities at the start of General
Education -
Sub-component 1.2. Enriching Upper
Secondary Schools
Sub-component 1.3. Improving data-
collection and monitoring of the
education system performance -
Sub-component 1.4. Supporting
Futher Improvements in the Quality
of Education through Curriculum
Revision -

346,803

739,735

(392,932)

1,741,400

23,541,006

2,264,958

435,402

1,741,400

23,933,938

2,264,958

435,402

(392,932)

1,875,000

22,500,000

2,500,000

625,000

346,803

739,735

(392,932)

27,982,766

28,375,698

(392,932)

27,500,000

Component 2. Mainstreaming of the
Competitive Innovation Fund (CIF) for
Higher Education Institutions (HEI)

into full implementation 118,930

32,717

86,213

5,331,636

5,245,423

86,213

6,250,000
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Education Improvement Project
Summary of Uses of Funds by Project Activity for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

Component 3. Project Management and

Implementation 74,417 94,809 (20,392) 2,359,242 2,379,634 (20,392) 3,712,500

540,150 867,261 (327,111) 35,673,644 36,000,755 (327,111) 37,462,500
Front End Fee - - - 37,500 37,500 - 37,500
Total project expendeture 540,150 867,261 (327,111) 35,711,144 36,038,255 (327,111) 37,500,000
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USD

ASSETS

Cash and cash equivalents
Designated account for IDA
funds

Designated account for IBRD
funds

Government financing account

Cumulative Project
Expenditure

IDA financed cumulative
expenditure

IBRD financed cumulative
expenditure

Government financed
cumulative expenditure

Prepayments
Front end fee
Total assets

FUNDS

Project financing

IDA financing

IBRD financing
Government financing
Penalties from contracts

Total funds

Payables
Foreign exchange difference
Total liabilities

21 June 2022

Education Improvement Project
Statement of Financial Position as at 31 December2021 and as at 21 June 2022

31 December

31 December

2021 2020

- 34,871 730,518

- 448,341 730,518

- 483,212 1,461,036
13,655,626 13,583,571 11,298,781
14,883,123 14,523,058 11,298,781
7,134,895 7,026,865 5,649,390
35,673,644 35,133,494 28,246,952
- 98,330 960,228

37,500 37,500 37,500
35,711,144 35,752,536 30,705,716
13,680,194 13,681,622 12,220,299
14,991,474 14,999,999 12,257,800
7,117,302 7,013,923 5,755,879
21,233 21,233 18,014
35,810,203 35,716,777 30,251,992
- 112,182 455,860

(99,059) (76,423) (2,136)
35,711,144 35,752,536 30,705,716

12



USD

Opening balance

Advance/replenishment received from IDA during the
reporting peri

Less: Refund to IDA from DA

Present outstanding amount advanced to the designated
account

Closing balance carried forward to next period

Amount of eligible expenditures paid during the reporting
period

Total advance

Education Improvement Project
Statement of Designated Account for IDA Funds
for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

21 June
2022 2021 2020

34,871 730,518 948,477
1,722 1,461,323 3,556,056
(3,150) - -
33,443 2,191,841 4,504,533

- 34,871 730,518

33,443 2,156,970 3,774,015
33,443 2,191,841 4,504,533

13



USD

Opening balance

Advance/replenishment received from IBRD during the
reporting period

Less: Refund to IBRD from DA

Present outstanding amount advanced to the designated
account

Closing balance carried forward to next period

Amount of eligible expenditures paid during the reporting
period

Total advance

Education Improvement Project
Statement of Designated Account for IBRD Funds
for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

21 June

2022 2021 2020
448,341 730,518 948,477
- 2,742,199 3,556,056
(8,525) - -
439,816 3,472,717 4,504,533
- 448,341 730,518
439,816 3,024,376 3,774,015
439,816 3,472,717 4,504,533

14



21 June
2022

CDA-C40

CDA-C41
CDA-C42

2021

CDA-C36
CDA-C37
CDA-C38
CDA-C39

2020

CDA-C30
CDA-C31
CDA-C32
CDA-C33
CDA-C34
CDA-C35

Education Improvement Project
Summary of SOEs of IDA Funds
for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

Works Goods Consul.t ants’ Trainings Grants Operating TOTAL
Services Expenses
139,118 - 1,445 - 42,203 18,771 201,537
- - - - (2,439) 12,463 10,024
- - 7,011 - - - 7,011
139,118 - 8,456 - 39,764 31,234 218,572!
Works Goods Consul.t ants’ Trainings Grants Operating TOTAL
Services Expenses
343,861 97,608 18,969 413 59,512 30,019 550,382
497,912 - 20,975 3,847 60,848 27,361 610,943
454,297 - 43,785 12,917 44,492 25,880 581,371
382,583 - 12,455 11,659 62,872 29,058 498,627
1,678,653 97,608 96,184 28,836 227,724 112,318 2,241,323
Works Goods Consul.t ants’ Trainings Grants Operating TOTAL
Services Expenses
66,767 65,856 11,960 - - 26,457 171,040
161,320 117,480 6,865 - 64,667 10,852 361,184
318,270 100,474 15,432 - 180,941 16,899 632,016
364,485 157,194 14,860 1,188 18,472 18,751 574,950
485,197 3,609 19,547 6,045 60,729 17,431 592,558
660,536 6,363 25,203 769 56,803 22,937 772,611
2,056,575 450,976 93,867 8,002 381,612 113,327 3,104,3593

! The amounts of applications CDA-C40, CDA-C41 and CDA-C42 were reduced respectively by USD 199,815, USD10,024 and USD 7,011.Refund to IDA from DA in the amount

of USD 3,150.

2 The amounts of applications CDA-C38 and CDA-C39 were reduced respectively by USD 300,000 and USD 480,000.

3 In addition to Statement of Expenditures, Copies of Records are presented in the total amount of USD 451,697.
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21 June
2022

LDA-B40
LDA-B41
LDA-B42

2021

LDA-B36
LDA-B37
LDA-B38
LDA-B39

2020

LDA-B30
LDA-B31
LDA-B32
LDA-B33
LDA-B34
LDA-B35

Education Improvement Project
Summary of SOEs of IBRD Funds

for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

Works Goods Consul.t ants’ Trainings Grants Operating TOTAL
Services Expenses
538,680 - 3,910 - 42,203 22,537 607,330
232,758 - 9,131 - (2,439) 19,157 258,607
95,337 - - - - - 95,337
866,775 - 13,041 - 39,764 41,694 961,274*
Works Goods Consul't ants' Trainings Grants Operating TOTAL
Services Expenses
343,861 97,608 18,969 413 59,512 30,019 550,382
497,912 - 20,975 3,847 60,848 27,361 610,943
454,297 201,715 43,785 12,917 44,492 25,880 783,086
460,910 251,035 12,455 11,659 62,872 29,057 827,988
1,756,980 550,358 96,184 28,836 227,724 112,317 2,772,399°
Works Goods Consul.t ants' Trainings Grants Operating TOTAL
Services Expenses
66,767 65,856 11,960 - - 26,457 171,040
161,320 117,480 6,865 - 64,667 10,852 361,184
318,270 100,474 15,432 - 180,941 16,899 632,016
364,485 157,194 14,860 1,188 18,472 18,751 574,950
485,197 3,609 19,547 6,045 60,729 17,431 592,558
660,536 6,363 25,203 769 56,803 22,937 772,611
2,056,575 450,976 93,867 8,002 381,612 113,327 3,104,3596

4 The amount of application LDA-B40, LDA-B41 and LDA-B42 were reduced respectively by USD 607,331, USD 258,606 and USD 95,337. Refund to IBRD from DA in the

amount of USD §,525.

3> The amount of application LDA-B39 was reduced by USD 30,200.

¢ In addition to Statement of Expenditures, Copies of Records are presented in the total amount of USD 451,697.
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Education Improvement Project
Notes to the Special Purpose Financial Statements
for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

1 Background
(a) Organization and operations

The Centre for Education Projects (CFEP) State Institution was established in 2000 under the structure
of the RoA Ministry of Education and Science. The main objective of its operation is to implement
projects in the sector of education.

The Government of Armenia has signed the Financing and Loan Agreements with the World Bank (IDA
Credit 5387 and IBRD Loan 8342) to support the implementation of Education Improvement Project
(Project).

The Project Development Objectives are to improve school readiness of children entering primary
education, improve physical conditions and the availability of educational resources in upper secondary
schools, and support improved quality and relevance in higher education institutions in Armenia.

The Project is implemented by the CFEP, which is responsible for the general administration, ongoing
coordination, implementation, and monitoring of activities under the Project. The CFEP is also
responsible for financial management, disbursements, accounting and accountability of Project funds,
as well as for ensuring safeguards compliance, procurement of all goods, works, and services, and
monitoring of the grant projects. In particular, there are two grant projects under the Project: grants to
institutions for the implementation of preschool micro projects and grants to higher education
institutions for the implementation of innovative projects (CIF).

The Total Project cost is about USD 37,500 thousand, from which the amount of the World Bank
financing is about USD 30,000 thousand consisting of two equal parts from International Development
Association (IDA) and International Bank for Reconstruction and Development (IBRD). The co-
financing provided by RoA Government is in the amount of about USD 7,500 thousand.
The Project consists of three components:

e Component 1 - Enhancing the Quality of General Secondary Education

o Subcomponent 1.1 - Promoting School Readiness and Equal Opportunities at the Start
of General Education;

Subcomponent 1.2 - Enrichment of the Upper Secondary Schools;

Subcomponent 1.3 - Improving Data Collection and the Monitoring of the education
System Performance;

o Subcomponent 1.4 -Supporting Further Improvement in the Quality of Education
through Curriculum Revisions;

e Component 2 - Mainstreaming of the Competitive Innovation Fund (CIF) for Higher Education
Institutions into full implementation

e Component 3 - Project Management, Monitoring and Evaluation
The Project has been restructured two times.

On March 1, 2018 the Ministry of Finance of the Republic of Armenia requested 24 months project
extension by official request. The request is fulfilled by the World Bank and Project closing date is
extended from September 30, 2019 until September 30, 2021.

The second restructuring was approved on September 23, 2021 to address delays in two important
project activities that were caused by the COVID-19 pandemic and the aftermath of the 2020 Nagorno-
Karabakh conflict and the Project duration was prolonged until April 30, 2022.

17



Education Improvement Project
Notes to the Special Purpose Financial Statements
for the year ended 31 December 2021 and for the period from 1 January 2022 to 21 June 2022

On June 9, 2022 the Ministry of Finance of the Republic of Armenia has signed a Loan Agreement with
IBRD for the purpose of providing additional financing in the amount of EUR 22,600,000 for the
Original Project. Project is extended until October 31, 2022.

2 Basis of preparation
(a) Statement of compliance

The special purpose financial statements are prepared in accordance with the accrual basis of accounting.
Under this basis, the effects of transactions and other events are recognized when they occur (and not as
cash or its equivalent is received or paid) and they are recorded in the accounting records and reported
in the special purpose financial statements of the periods to which they relate. The special purpose
project financial statements consist of:

- Summary of Project Sources and Uses of Funds,
- Summary of Uses of Funds by Project Activity,
- Statement of Financial Position,

- Statement of Designated Accounts,

- Summary of SOEs.

(b) Reporting currency

The reporting currency of special purpose financial statements is US dollar (USD). All financial
information presented in USD has been rounded to the nearest USD.

3 Significant accounting policies
(a) Foreign currency transactions

In the scope of the Project, disbursements are made in USD on the designated accounts of the Project.
Payment of eligible and accepted expenditures (goods, services and other) are made by the CFEP out of
designated accounts.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are translated to the reporting currency at the exchange rate at the date that the fair value was determined.
Non-monetary items denominated in a foreign currency and measured at historical cost are translated
into the reporting currency using the exchange rate specified at the date of the transaction

The outstanding balances of the project account are translated to USD based on the USD exchange rate
defined by the Central Bank of the Republic of Armenia as at 31 December 2021 amounts to AMD
480.14 and as at 21 June 2022 amounts to AMD 417.01. Project expenditures are presented in USD
using the USD exchange rate defined by the Central Bank of the Republic of Armenia on the transaction
date.

(b) Taxes

All the applicable tax liabilities are calculated and paid in accordance to tax regulations of the Republic
of Armenia.

(c) Subsequent events

As of at signing date there is draft of GoA decree regarding the reduction of annual budget of the year
ending 31 December 2022 in the amount of USD 146,612.
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