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INDEPENDENT AUDITOR’S REPORT

To the management of “Additional Financing for the Education Improvement Project” (Project)

Opinion

We have audited the accompanying special purpose financial statements of the “Additional
Financing for the Education Improvement Project” (“Project”) financed by IBRD Loan Agreement
9389-AM dated June 09, 2022 (“Loan Agreement”), and implemented by the Centre for Education
Projects PIU SA of MoESCS (“CFEP”), which comprise the Statement of Financial Position as at
December 31, 2023, the Statement of Sources and Uses of Funds, the Statement of Uses of Funds by
Project Activity, Summary of summary reports and SOEs, the Statement of Designated Account for
the period from May 1, 2022, to December 31, 2023, 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
financial position of the Project as at December 31, 2023, as well as the sources and uses of funds
for the period from May 1, 2022, to December 31, 2023, in accordance with the accrual basis of
accounting described in the Note 2 accompanying these special purpose financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as issued by
International Auditing and Assurance Standards Board (IAASB) 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 in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled out
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- Special purpose framework

We draw attention to Note 2 to the financial statements, which describes that financial statements
are prepared in accordance with special purpose framework, as a result, they may not be suitable
for another purposes. Our opinion is not modified in respect of this matter.

Management’s Responsibility for the Special Purpose Financial Statements

The management of the Project is responsible for the preparation and fair presentation of these
special purpose financial statements in accordance with the accrual basis of accounting described in
the Note 2 accompanying these special purpose financial statements, and for such internal control
as management determines is necessary to enable the preparation of special purpose financial
statements that are free from material misstatements, 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 judgment and maintain
professional skepticism throughout the audit. We also:
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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 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 findings, including any significant deficiencies in internal control
that we identify during our audit.

27 June 2024
“BDO Armenia” cjsc

Vahagn Sahakyan, FCCA
Engagement Partner



STATEMENT OF FINANCIAL POSITION

Additional Financing for the Education Improvement Project

IBRD Loan 9389-AM

ASSETS

Cash
Prepayments
Total assets

LIABILITIES
Payables

Total liabilities

NET ASSETS

Cumulative income
IBRD Funds

RA Government Funds
UNDP Funds

Other income (penalties)

Cumulative expenses
Project expenses
Foreign exchange loss

Total net assets

The special purpose financial statements were approved by the management of the Project and signed on its
behalf on June 27, 2024. The accompanying notes form an integral part of these special purpose financial

statements.

Note

31.12,2023
EUR

789,087.79
1,876,078.67

2,665,166.46

308,759.00

308,759.00

6,100,868.64
1,332,413.54
16,935.95
50.71

7,450,268.84

5,059,168.45
34,692.93

5,093,861.38

2,356,407.46

! / frlccer
Grisha Hovhannisyan Armine’Khachatryan
Acting Director £ Financial Manager
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STATEMENT OF DESIGNATED ACCOUNT

Additional Financing for the Education Improvement Project
IBRD Loan 9389-AM
For the period from May 1, 2022, to December 31, 2023

In EUR

Loan IBRD Loan Agreement 9389-AM
Designated account number 900000910670
Bank Central Treasury

: 1 Melig-Adamyan str., Yerevan,
Bank location 0010, Republic of Armenia
Account currency EUR

For the period from
01.05.2022 to 31.12.2023

1. Opening balance =
2. Add: opening discrepancy
3. IDA advance/replenishment 5,890,396.91
4. Less: Refund to IBRD from DA -
5. Present outstanding amount advanced to DA 5,890,396.91
6. DA closing balance 789,087.79
7. Add: Amount of eligible expenditures paid 5,101,309.12
8. Less: interest earned (if credited to DA) .
9. Total advance accounted for 5,890,396.91

10. Closing discrepancy (5)-(9)



NOTES TO THE SPECIAL PURPOSE FINANCIAL STATEMENTS

Additional Financing for the Education Improvement Project
IBRD Loan 9389-AM

For the period from May 1, 2022, to December 31, 2023

In EUR

1. General Information

1.1.  Project Financing

According to the Loan Agreement 9389-AM dated June 9, 2022, concluded between the Republic of
Armenia and International Bank for Reconstruction and Development (IBRD), IBRD provided financing in
the amount of 22,600,000 euro (EUR) for the implementation of “Additional Financing for the
Education Improvement Project” (the Project).

The Closing Date for the expenditures to be financed by the Loan is set on December 31, 2025.
The Disbursement Deadline Date is set 4 months after the Closing Date.

1.2.  Project objectives

The objectives of the Project are to improve school readiness of children entering primary education,
improve physical conditions and the availability of education resources in general education, and
support improved quality and relevance in higher education institutions in Armenia.

The Project consists of the following Components:
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 1.5 Equipping General Education Schools
Component 2. Mainstreaming of the Competitive Innovation Fund (CIF) for Higher Education Institutions
(HEI) into full implementation
Component 3. Project Management, Monitoring and Evaluation

1.3.  Project Budget

The Project is being financed by the following sources:
- International Bank for Reconstruction and Development (IBRD),
- The Government of the Republic of Armenia (Government of RA).

Co-financing rate of 20% is applied for Goods, works, non-consulting services, consulting services,
Training and Operating Costs under the Project and Sub-grants for RA contribution.

In addition, on March 10, 2023, the Centre for Education Projects PIU signed a Letter of Agreement
with UNDP on co-funding to the project at the total amount of 8min AMD.

IBRD Loan Government
Cataaory 9389-AM of RA UNDP Total
EUR EUR EUR EUR

(1) Goods, works, non-consulting services,
consulting services, Training and Operating 20,283,500 5,070,875 25,354,375
Costs under the Project (except Sub-grants)
(2) Sub-grants 2,260,000 565,000 16,936 2,841,936
Front-end fee 56,500 56,500
Total 22,600,000 5,635,875 16,936 | 28,252,811

The difference between the total budget as per table above and budget per PAD is due to rounding and

UNDP additional financing.

10



1.4.  Project Implementation

The Project is implemented by the “Centre for Education Projects” Project Implementation Unit of the
Ministry of Education, Science, Culture and Sports of the Republic of Armenia (“CFEP”).

The CFEP PIU was established by the Ministry of Education and Science in 1996 for implementation of
the WB funded loan and grant projects.

The address of the CFEP PIU is: 73 S.Vratsyan Str., 0070, Yerevan, Republic of Armenia.

2. Accounting policy
2.1 Preparation and presentation of financial statements
The special purpose financial statements have been prepared based on the accrual basis of accounting.

In accordance with the accrual bases of accounting the expenditure is recognized when the transaction
occurs (expense incurred), and not when cash or its equivalent is received or paid. The transactions
are recorded in the accounting records and recognized in the special purpose financial statements of
the periods to which they relate.

The special purpose financial statements consist of:
- Statement of financial position,
- Statement of sources and uses of funds,
- Statement of uses of funds by project activity,
- Summary of SOEs,
- Statement of designated account,
- Notes to the special purpose financial statements.

Reporting currency of special purpose financial statements is euro (EUR).
2.2 Foreign currency transactions

Foreign currency is a currency other than the reporting currency of the Project.
Project accounts are maintained in euro (EUR) and Armenian Drams (AMD).

- Contributions of the co-financers (RA Government, other) expressed in AMD are translated into
EUR at the average exchange rate at currency market issued by the Central Bank of Armenia
(CBA) and set in RA Treasury at the date of transfer.

- Project expenditures expressed in AMD are translated into EUR at the average exchange rate at
currency market issued by the CBA and set in RA Treasury at the date of payment.

- Monetary assets and liabilities are translated into EUR at the average exchange rate at
currency market issued by the CBA and set in RA Treasury at the reporting date.

- Non-monetary assets and liabilities are translated into EUR at the average exchange rate at
currency market issued by the CBA and set in RA Treasury at the date of transaction.

- Transaction and translation exchange differences (gains/losses) are recognized and presented
in financial statements in net as an Exchange difference.

The average exchange rate at currency market issued by the CBA as at 31 December 2023 is
1 EUR = 447.9 AMD

2.3 Taxes

The Project related taxes and mandatory payments are calculated and paid in accordance with tax
regulations of the Republic of Armenia.

I
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4. Prepayments

Works
Goods

Grants
Total

5. Payables

Works
Goods

Consultants’ Services
Miscellaneous Operating Expenses

Total

6. Financing

6.1. IBRD Loan 9389-AM

Advance

Reimbursement - SOE

Front-end fee

Total financing budget

As at 31.12.2023
EUR

1,265,379.54
105,724.09
504,975.04

1,876,078.67

As at 31.12.2023

EUR
171,710.77
127,594.66
7,897.03
1,556.54
308,759.00
Reporting Cumulative as
period at 31.12.2023
EUR EUR
2,000,000.00 2,000,000.00
4,044,368.64 4,044,368.64
56,500.00 56,500.00

6,100,868.64

6,100,868.64

Percentage of finance provided as at 31 December 2023

6.2, RA Government

Contributions

Total financing budget
Percentage of finance provided as at 31 December

2023

Reporting
period

EUR

22,600,000.00

27%

Cumulative as
at 31.12.2023

EUR

1,332,413.54

1,332,413.54

1,332,413.54

1,332,413.54

5,635,875.00

24%

13



6.3. UNDP

Reporting Cumulative as
period at 31.12.2023
EUR EUR
Contributions 16,935.95 16,935.95
16,935.95 16,935.95
Total financing budget 16,935.95
Percentage of finance provided as at 31 December 100%
2023
7. Budget execution
Cumulative Expenditures -
Total budget | Execution
Category as at 31 December 2023
EUR EUR %
(1) Goods, works, non-consulting services,
consulting services, Training and Operating Costs
under the Project (except Sub-grants) 4,472,875.85 25,354,375 18%
(2) Sub-grants 529,792.60 2,841,936 19%
Front-end fee 56,500.00 56,500 100%
Total 5,059,168.45 28,252,811 18%

8. Event after reporting date
8.1.  SOE applications
The application N 9 for the amount of 1,751,240.70 EUR and including expenditures relating to the

reporting period in the amount of 1,210,912.21 EUR was submitted to WB on 21 February 2024 and
approved on 26 February 2024.

14



ANNEX 1. RECONCILIATION BETWEEN THE AMOUNTS SUBMITTED BY THE PROJECT AND DISBURSED

BY THE WORLD BANK

Additional Financing for the Education Improvement Project

IBRD Loan 9389-AM

For the period from May 1, 2022, to December 31, 2023

In EUR
Category Appl. N CFEP WB Difference
AF-1 1,000,000.00 1,000,000.00
Advance(recovery)

AF-6.1 1,000,000.00 1,000,000.00
Sub-Total 2,000,000.00 2,000,000.00
AF-2 120,349.54 120,349.54
(1) Goods, works, non- AF-3 33,172.19 33,172.19
consulting services, AF-4.1 90,818.66 90,818.66

consulting services, 5
Training and Operating AF-3 30;060.48 50,068.48
Costs under the Project AF-6.1 700,651.34 700,651.34
(except Sub-grants) AF-7 1,461,415.15 1,461,415.15
AF-8 1,101,727.20 1,101,727.20
Sub-Total 3,558,202.56 3,558,202.56
AF-4.1 119,032.84 119,032.84
AF-5 60,218.14 60,218.14

{2) Sub-grants

AF-6.1 81,602.90 81,602.90
AF-7 225,312.20 225,312.20
Sub-Total 486,166.08 486,166.08
Front-end fee FRONT END FEE 56,500.00 56,500.00
Total 6,100,868.64 6,100,868.64




