
Project Financial Statements
and Independent Auditor's Report
"Road Department" Fund
North-South Road Corridor lnvestment program-
Project 3

Grant Agreement number FIN g2634-AM (NlF)

As of and for the year ended 3.1 December 2022

l)
,\-



Contents

lndependent auditoas report

Statement of the project sources and uses of funds

Project account (Euro) statement

Government co-financing account (AIVID) statement
Notes to the project financial statements

3

6

7

8

I

\orh.so,h Road conidd Inv"",i:Xl B,""rf,lfl :#,:[l
urad a9r66m6nr nun!€r FrN s2oO4ev,ir.jirr

o" 
", ""0,". ".,"5r",,i0.15,3i1?:'J:i1iil!



Q GrantThornton

lndependent auditor,s
report

To the Government of the Republic of Armenia,

Opinion

we have audited the pmject financiar statements of lhe North-south Road corridor rnvestment program_Project 3 (the "project"), frnanced bv tne I,JeighborhooJ,r""ri..',""rt'ir"',',y (the ,,NrF,,) 
Grant Agreementnumber FrN 82634-AM, whrch comprise the .trtur"nt ot nroiu"i.orr.". ,no uses of funds, the projectaccount statement and the government co-financing account at"iur"n, ,. ot rnd for the year ended 31

.1,rlnffii111i;"Td 
notes to the Proiect Rnanciat Jtatemeri., .rro,r, a summary of sisnificant

ln our opinion,

' the accompanying project financiar statements and appended notes that were arso the subject ofthe audit' give a true and fair view_ofth" 
"".n 

po.i,,oili,r,,"" rvoin-soutn Road corridor lnvestmentProgram-project 3 (FrN 82634-ANil) as or s,, o""";b", io2i, 
""no 

or tnu .".n received and cashpaid for the year then ended, in-accordance with th;'r;te;;oi"t proti" s""to,. eccountingstandards ("rpsAS") Frnarcla/ aeporting unaer th" cr"r'rr",s ,ro"courrng issued by thelnternationar pubric sector Accounting standards go"ro oit;;iniurn"tionar Federation ofAccountants, as weI as the appropririu 
"ouurunt. 

ot * ;;;;;;;r""r"nt number FrN 82634-4M;. the "Road Department,, Fund has utilized all proceeds of the credit withdrawn from theNeighborhood tnvestment Facitity onty for purp".";;i;; ;;;;;
orArmenia and the Neishuorho"a r*".i,",i-e"o;,;, ;:;;ffi::l?,f;."Tffi;Ji"""[Hr"
number FIN g2634_AM: and no proceeds of tne Crolect nave Oeen utilized for other purposes;

' as ofthe reporting date the 'Road,De!-artment' Fund was in compliance with all financial covenantsof the Grant Agreement number FIN g2634_ANit

ln addition' (a) the project account statement and the government co-financing account statement give atrue and fair view of the receiprs co,ect-eg ano oavmen"ts ,i;;;;;;; i;" ,"", ended 31 December2022' and (b) these receipts and payments support the erolect accou'nt ,quioationslreprenishmentsduring the year ended 3j December 2022.
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Q Grantthornton

Basis for Opinion

We conducted our audit in accordance with lnternattonal Standards on Auditing (,,lSAs,,). Our
resp0nsibilities under those standards are furlher described in the Audlors Resp onsibilities for the Audit
of the Proiect Financiai stare,'??errs section of our report. We are independent of the ,Road 

Depa(ment',
Fund in accordance with the lniernational Elhics Standards Board for Accountants' Code of Ethics for
Professional Accountants (the "IESBA Code") together with the elhical requirements that are relevant to
our audit of the financial staternents in the Repubiic of Armenia, and we have fulfilled our other ethical
responsibilities in accordance with those elhical requlrements. We believe that the audii evidence we
have obtained is sufficient and appropriate to provide a basis for our optnton.

Emphasis of Matters

' We draw attention to note 2 to the Project financial statemenis which describes the basis of
accounting. The Project financial statements a[e prepared to assist the management of the
"Road Depariment' Fund to meet the requirements of the financial reporting of the Neighborhood
lnvestment Facility. As a result the Project financial statements may not be suitable for another
purpose. Our opinion is not modified in respect of this matter.

' We draw attention to note 1 to the Project financial statements, which describes that the closing
date of the Project is 22 August 2023. our opinion is noi modified in respect of this matter.

Responsr'b/lres of Management anct Those Chargec! with Governance for the prolect
Financial Statements

lvlanagement of the 'Road Depaflment" Fund is responsibre for the preparation and fair presentation of
the Project financiar statements in accordance with rpsAS F/rarclal Rep ofting under the cash Basls ol
Accounting and lhe financial covenants of the Grant Agreement number FIN 82634_4N/], and for such
internal contror as management determines is necessary to enabre the preparaiion of project financiar
statements that are free from material misstatement whether due to fraud or error.

Those charged with governance are responsibre for overseeing the project's financiar reporting process.

Auditor's Respons/b/illes for the Audit of the prqect Financiat Statements

Our objectives are to obtain reasonable assurance about whether the project financial staiements as a
whole are free from materiar mjsstatement, whether due to fraud or error, and to issue an audiior,s report
that includes our opinion. Reasonable assurance is a high rever of assurance, but is not a guarantee that
an audit conducted in accordance with lSAs will always detect a materjal misstatement when it exists
l\,4lsstatements can arise from fraud or error and are considered materiar if, individuafly or in the
aggregate, they courd reasonabry be expected to infruence the economjc decisions of users taken on the
basis of these Project financial statements.

As part of an audit in accordance wiih rsAs, we exercise professionar Judgment and maintain professionar
skepticism throughout the audit. We also:

' ldentify and assess the risks of material m isstatement of th e Project fina ncial statements. whetherdue
to fraud or error, design and perform auclit procedures responsive to those risks, and obtain audit
evidence that is sufJrcient and approprate to provide a basis for our opinron. The risk of not detecting a
materiar misstatement resurting from fraud is higher than for one resurting from error, as fraud may
involve collusjon, forgery, intentional omissions, misrepresentations, or the override of internal control.

' obiain an understanding of internal control relevant to the audjt in order to design auclit procedures
that are appropriate in the cjrcumstances, but not for the purpose of expressing an opinion on the
effectiveness of the "Road Depaftrnent,, Fund,s internal control.

www.grantthornton.am



Q GrantThornton

Armen Hovhannisyan

Chief Executive Officer

29 June 2023

' Evaluate the appropriateness of accounting policies and the reasonableness of accouniing estimates
and related disclosures made by managernent.

' Evaluate the overall presentation, structure and content ofthe Project fjnancial statements, including
the disclosures, and wheiher the Project financial statements represent the unclerlying transactions
and events in a manner that achieves fair ptesentation.

we communicate with the management, among other malters, the pranned scope and timing of the audit
and significant audit findings including any significant deflciencies in internal control that we identify
during our aud t.

\,;
-\.:
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Project account (Euro) statement

Grant number FIN 82634 - AM

ln Euro

Balance as of 1 January

Add:

Neighborhood lnvestment Facility credlt funds

Total inflow

Less:

Project expenses

Totaloutflow

Balance as of 31 December

2022 2021

516,950

516,950

(516,9s0)

(516,950)

The Project financial statements were approved on 29 June 2023 by:

Gor Avetisyan

Executive Director

Marina Safaryan

Head of Financial l\,4anagement and Accounting

This statement is to be read in conjunction with the notes to and forming parl of the Project flnancial staiemenls
set out on pages I to 11.

Road Depanmenl Fund
Nonh-Soulh Road Coffidor tnvesrirent Proqram-pro|ecr 3

Granl Agre€menl numbe. FIN 82634-Arv1(N F)
Prqecl Financial Srareh6.lt

As ofand tortho yoarended 31oecember2022 7

;;

):
/z:

Accountant



(4,827)

(4,827)

Marina Safaryan

Head of Financial Management and Accounting Departmenv
Chiet Accounlay

*@/

"Road Dep.-r6',t Lr,r d
N0lh sorrh Rodo comoor t4ve>lfo-l proora.n prored J

Graft Ag.e€menl number FIN g2634,AMiNrF)
Prol€ct Financiat Stalements

as of.nd fo.th. yearended 3l oecember2022 8

Government co-financing account (AMD)
statement

Grant number FIN 82634 - AM

ln Euro

Balance as of 1 January

Add:

Government co-financing

Raturned amount to the State budget
Total inflow

Gain/(loss) from exchange rate differences

Less:

Proj€ct expenses

Total outflow

Balance as ot 31 December

2021

4 865

4,865

The Project flnancial statements were approved on 29 June 2023 by:

This statement is to be read in notes to and forming parl of the project ftnancial siaiements

(38)

229,902_

2,287

(227,324\

(227,324)

Gor Avetisyan

set out on pages g to 1 1.

2022



Notes to the Project financial statements

Activity

The "Road Department" Fund (the "Fund") imprements the North-south Road corridor rnvestment
Program - Project 3 (the "project"), which is financed under the Grant Agreemenl sjgned between the
Repubric of Armenia and the Neighborhood rnvestment Facirity (the NrF) on 18 November2013.
According to N 1298-u decrsion of the Repubric of Armenia dated 6 August 2021 the ,,Road Depadment,,
SNCO was reorganized into Fund.

The total amount of the credit was agreed to be Euro 6,000,000.

The Project is part of an overall ,,North-South 
Road Corridor lnvestment program _ project 3,, (the

"Project") aimed at improving and upgrading the North-south Road corridor (NSRc) in Armenia. The
NSRC runs 556km from the border with Georgia at Bavra via Gyumri, Ashtarak, yerevan, Goris and
Kapan, to the border with rran and Meghri. The project aims to improve some .r45 km of the nodhern part
of the corridor between yerevan and Bavra.

The budget of the Project is as follows:

Grant Agreement number FIN 82634-Al\,4

NIF

RA Government

Total

ln Euro

6,000,000

1,200,000

7,200,000

The Project includes the following:

Tranche 3 Talin - Gyumri (km 7i +SOO to km 1 17+670)

i New Highway construction to convert the existing 2-rane singre carriageway to a 4-rane dualcarriageway (as an extension of the Tranche 2 highway) from im Zt *SOO (Talin) to km 1 17+670(Gyumri) with a totar rength of.46.17 km, where rinjik-dyumri (from km 90+200'to rm , z+olol
section will be financed under the grant provided by this Agreement.

ii tJpgrading of the entire technicar infrastructure in conformity with moto*ay construction;
iii. Construction of .l52 No. bridges/structures

a) 6 No. Field Connector Overpasses,

b) 10 No. Field Connector Underpasses (4 No. at 3m high x 5m wide for pedestrians and
animals and 6 No. at 4.sm hlgh x 6m wide for machinery and animals).

c) 132 No. Gully Underpasses/Box Culverts, (generally 1 .5m x 1 .5m box culvefts),
d) 3 No. River Underpasses,

e) 1 No, Railway Underpass.

iv' The 3 No. River underpasses incrude the construction of 'r No rarge bridge structure, 36 m rong, atthe Karkachan river with 2x2 lanes

v construction of 1o No. grade separated interchanges at the folrowing rocations to provide access
to

a) km 78 - Mastara

b) km 87.5 - Lanjik

podd OeD.dme.r Frnd\o'rl .Solri Foad Co,noor r,.voslmFlt oroo,r-.proe.r j
Glar,t a9,e€m6n.1uI oer I N g26Ja.AM NrFloro€. .anc,atsEtemer,ts

asof andtortheyearended 31 oecomber2022 9



c) km 94 - Dzorakap and Sarnaghbyur

d) km gO - Artik and Maratik

e) km 98.5 - Maralik

D km 104 - Hayrenyats

g) km 106.5 - Horom

h) km 107.5 - Lusakerr

i) km 1't0 - Beniyamin

j) km 113.5 - Azatan/Aravik

The Project closing date is 22 August 2023.

Due to absence oF financing durrng 2022 in the scope of the project payments have not been made.
The operating address of the Fund is Government House 3, Repubric square, yerevan, Armenia.
During the reporting year the average number of the staff involved in the project was 20 (2021: 1B).

S ig n ifica nt accounting policies

2.1 Basis of preparation

The Project financial statements have been prepared in accordance with rpsAs Financiar Repottitlg
utlder the cash Basrs ofAccounrrg. under this basis of accounting financing is recognized when
received rather than when earned and expenses are recognized when paid rather than when incurreri
The financial statements of the project are arso prepared in accordance with the NrF Grant Agreement
number FIN 82634-At\4.

2,2 Functional and presentation currency
The national currency of Armenia is the Armenian dram (,,dram',), which is the Fund,s functionar currency,
since this currency best reflects the economic substance of the underlying events and transactions of the
Fund.

These Project financial statements are presented in Euro s (presentation currency).

Government co-financing amounts in Armenian drams and payments made from those amounrs are
converted into Euro applying the exchange rate announced by the central Bank of Armenia on theprevious date of the transaction.

At the reporting date, monelary items denominated in AN4D are retransrated into Euro at the rate
announced by the Central Bank of Armenia prevailjng on that date, which js 420.06 Armenran drams for 1
Euro as of 31 Decembet 2022 (s42.61 Armenian drams for 1 Euro as of 3r December 2021).

2.3 Financing

The Project financing is recognized and inciuded in the Project flnancial statements only when the credit
amounts are transferred to the project account opened in the state Treasury of the Republic of Armenia.
The amounts of the Government co-frnancing are recognized as such and incruded in the projeci
financial statements when the funds are transmitted to the project currenr account (the ,,Government 

co_
financing account"), which is opened in the State Treasury of the Republic of Armenia.

,RoadOeporme,tlrno
No|h.Solr- Rodd Corldor ,.venncnlp,dar.- proe t:j

G.a.r A9re6me1r"L,nod I rN 8r6ra.AMi\[_]
Projecr r rlanlra, SraLemenl,

As ol and forth. yedr6nded Jr DecemL.r 2022 lO



2.4 Planned expenses
As of the end of the year "Planned Project Expenses" comprise the sum of the amount of "Actual prolecf
Expenses" as of the end of the previous year and the annual budget expenses of the reporting year.

2.5 Expenses

The Project expenses are recognized and included in the Prolect financial statements when the paymeni
to counterparties for works performed is made. payments are made from both the project account and
the Government co-financing account.

3 NIF financing
The Republic of Armenia received financing from the NlF, which as of 3i December 2022 amounis to
Euro 3,399,273 (as of 31 December2o2'1:Euro3,399,273). within the scopeof the project, nolinancing
has been received during the reporting year (year ended 31 December 2021: Euro E16,gso). included in
the statement of Project sources and uses of funds are only those amounts that are controlled ancj used
by the Fund.

4 Expenses/NlF

ln accordance with the contract number T3-cw-02 signed between the lvinistry of rerritoria!
Administration and lnfrastructure of the Republic of Armenia and sinohydro corporation Limited (the
"Contractor") dated 8 December 2O'15, the Contractor should execute works known as T3-CW_02:
Reconstruction and lmprovement of the M1 Talin to Gyumri Road from km 90+2oo to km 1 17+670
(Lanjik-Gyumri section). within the scope of the contract, as of 31 December 2022, payments macle to
the contractor from the NIF and the RA Government co-financing sources are Euro 3,399,273 and Euro
787,304, respectively (as of 31 December 2021 | Euro 3,399,273 and Euro 7g7,304, respectively)

5 Project implementation

As of 31 Decem ber 2022 the financial progress of the project was 57% (as of 3l Decem ber 2021 : 57%)
in the framework of the Grant Agreement. i,4eanwhjle, the physical progress of the project (construction
of Tranche 3) was 67% (as of 31 Decembet 2021:67%).

"coad Dep"lrFr ' 
' Lr o

\o't" soJlh qoao colroor tlve{fe-l Proora,n.proe(t.qsd Aq eo-o|t nJ,lbe'E.\ 3i6J4.aViN , )
oro ecr t{ anLats€tpme1',

As of and torlhe year ended 3l Decembor2022 1.1


