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To the board of trustees of Renewable Resources and Enerpy Efficiency Fund,

We have audited the accompanying financial statements of the Renewable Resources and Energy
Efficiency Iund (the “TFoundaton’), which comprise the statement of Bnancial pestson as of
Drecember 31, 2009, and the starements of comprehensive income, changes m equity and cash
fows far the year then ended, and a summary of significant accounting ﬁfi]i'::ix.'s and other
explanatony notes.

Manggesment’s Respansrhalivy for the Uinancad Statements

Management 15 responsible for the freepacation and fair presentanon of these financial statements
in accordance with Internatonal Financial Reporting Standards, This tesponsibility includes:
designing, implementing and maintaiming nternal control relevant to the preparation and far
presentation ol financial statements that are tree from matenal misstatement, whether due to fraud
or ceror seleeting and applying appropriate accounting policies; and making acconnting esrmates
that are seasonable in the circumstances.

Asditory Responithrity

{Jur responsibility is to express an opinion on these financial statements based on our audit. We
conducted our andir in sccordance with the International Standards on Audismg: Those standards
require that we comply with ethical requirernents and plan and perform the audit to obam
reasomable assurance whether the Anancial staitements are free of material misstarement,

A audie invobves performing procedures 1o oliain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
mncluding the assessment of the risks of materdal misstatement of the financial statements, whether
due to feaud or error. In making those risk assessments, the auditor considers internal conteol
relevant to the Foundanon's preparstion and fair presentation of the fnancial statements i order
to design audit procedures that are approprate in the circumstances, but not for the purpose of
expressing an opimon on the effectveness of the Foundation's internal control. An audir includes
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evaluating the appropriatencss of accounting polbeies used and the reasonableness of arcounting
estimates made by management, as well as evaluatiog the overall financial statement presentation.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our andit apinion.

Chprdmiant

In our npinion, the financial statements give a true and fair view of the finanaal position of the
Foundaton as of December 31, 2009, and of its opetatons and 1ts cash flows for the vear then

cinded in accordance with International Financial Reporting Standards.

June [ 2005

Gagik Grulbudaghyan Emil Viigsilvan, FCCA

Managing Partner Engagement partner

peulljedn i b senpnpliiip B wggusubli g |uspiliiss b1 emalyispiil inpben b

e tors and Charmared Aesurtinis, Management, Tas and Legal Conmidtards
Cyuudgy Anppels FipEpUsiap winu
Wb o Gl Thesmdon Intermatienl 14




Renowable Resources and Energy Efficiency Fund
Financial statemonis
Decambor 31, 2009

VMembers of the board of trustees of the

Renewable Resources and Energ)

Fund

Chatrman

1

Republic of Armema Minister of Encrgy and Nanural Resources

Bioard members

-

3

114

11

Adwviser of the Republic of Armenia Prime Mlmister

Deputy Republic of Armenia Minister of Energy and Matural
Resources

Dieputy Republic of Armenta Muuster of Territonal
Admuinstraiion

Principal Adviser of the Republie af Armenta Minister of Finance
Dieputy President of Republic ol Armenia Committes on Pubiic
Services Regulation

President of “Armenian Lnergy Service Providers Associanon™
Diepury Republic of Armenta Minister of Economy

Drepury Republic of Armenta Minster of Natura] Protection
Fead of directorate of the Republic of Armenia Ministey of Lthan
Development

Director of “Energy Efficiency Alhanee” Armenian Branch

~ Efficiency

AL Movsisyan

A, Ghanbyan
A Galstvan

A, Bakhshvan

. Ardyan
M. Grrigoeydn

AL Martirosvan
(. Badalyan

5. Papyan

G. Camalyan

AL Pasoyan




Renewable Resources and Energy Efficiency Fund
Finanglal statements.
Decemboer 31, 2009

Disclaimer

“I'he arrached Gnancial statements were ongnally peepared in Armenian language and then translated
inta English for the convenience of readers. [n the event of any differences hetween the English

and Armenian versions, the Armenian will prevail,
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Statement of financial position

In thousand drams

Assets

Non-surent assels
Propery-and equipment
Intanginle assels
Prepayments
Borrowings provided

Curren! assals

Inwentories

Receivabies and advances

Borrowings provided

Cash and bank balances

Tolal assels

Equity and habililies
Equity
Aocumulated prafit

Mar-current abilities
Granis related (o assets
Barrowings received

Currant fabines
Accounts payable
Bomrawings received
Ceferred inoams

Currant income 1ax liabilities

Total equity and liabiiities

The finamcial E!altcm:}}hﬁ,w
5

e

Tamara Babaya
Fxecutrve dire

The statement af

sfatcments set oul

Maote

Wh]nrch 2, 2010 by:
4

Tartsa Drallakyan

Linancial Manager

]
As af Asof
December 31, December 31,
2009 2008
23370 aB,247
540 1,244
2,054 -
1,392,450 1,278,450
1,418,724 1,318,041
1,156 1,178
93,381 61,214
16 1.608
1,025,539 540.056
1.0200102 734 061
2,536,826 2053102
293 842 43725
200,842 43,725
16,095 27,246
1,362,450 1,279,450
1,407 545 1,306,696
365,784 160888
3313 f.240
455 716 522050
12,526 14,523
837,439 T2 681
2.538.826 2,063,102

H

o with the notes to and focmng part of the financial
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Statement of C()mprehenshfﬁ income

I tnousand drams

Income from cperations

Cither income

Project expansas:
Administrative expenses

Other gxpansas

Resulis from oparating activities

Finance income
Finance costs
Other financial tems

Profil before income tax

Income tax expanse
Prafit far the year

Ciher comprebensive inGom-s

Total comprenensive incame for the year

_ MNata

11

12

i3

g
Year ended Year ended
Decamber 31, Decamber 31,
= 2008 2008
1,193,226 1,317 5449
133,379 120,718
[1.177.587) (1.300,545)
(70, 7ES) (78,832
= (14,8800
78,255 A4.058
79613 B1,580
{12.033) (14,394}
133,449 a1
270,284 112,145
{29167) 121,838}
250,117 90,307
250 417 [0.307

The statement of comprehensive imconie i 10 e read moeonpmetion wvarh the notes teand forming part of the Brancal

SrATEnanTs et opg on pages 7o 28,
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T
Statement of changes 1n equity
in thousand drama Accumulatad

profiti{loss) Total

ag of January 1, 2008 {46,582} [46.5B2)
Peofit for the year o a0,307 90,307
Total comprehensive income for the yaar 0,307 90,307
as of December 31, 2008 43725 43,725
Frofit far the year 250117 N 250117
Total comprehensive income faf the year - 250,117 280417
a5 of December 31, 2009 293,842 290,847
The staternent of changes in equity 3 (o be read i eonpuncnon wath the notes to and forming pare of the financial

statements set out on pages 9 m 28,




Renewable Resources and Encray Efficiency Fund
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Statement of cash flows

Irs thewsand drams

Cash flows from operating aclivities

FProfit fer the year

Adiusimeants

Depreciation and amorizalion

Finance costs

Finance incarnme

Income lax expense

Income frams grants

Cperating loss befors working Sapital changes

Change in mventories
Change in receivables and advances
Change in payahlas

Insame tax paid
Imerest paid
MNet cash vsed in operating activities

Cash flows from investing activities

Acquisition of propery and aguipment and intangible assets
Granis recewed

Grants ulilized

Imenest receivad

Mgt cash from invashing achivities

Cash fliows from financing activitias
Procesads from loans ard borrowings
Repayment of loans and bamowings
Mt cash from Anancing achviies

Mat increase in cash and cash equivalents
Cash and cash equivalents at tha beginning of the year
Cash and cash equivalents at the end of the year

]
Year ended Year anded
Cecamber 31, December 31,
g 2008
250,117 a0.307
15,381 15.157
12,033 14,304
(T9.613) {81,580}
28,167 21838
A1.90.581) (1,175,458)
(B83.495) {1.119,342)
22 1az
14,235) 48 695
204 595 - {70,001
(B52.814) {1.140.456)
31,054} [12.916]
| F3,5%50) (11,273)
__ (Fe7.Bas) (1,164 645
- (10758
1,326 442 2 083617
(264,326 (424.388)
B1,205 87,435
1.113.321 1,725,908
113,000 A5T 432
[11.3,000) (357.432)
385,463 561,263
BSI056 78793
1,025,530 40,056

e statement of cash floss i o Beoread i conjuncaon wath the nores o and orming part of the Rnandal smtemens st

out om pages W oo 28



Renawable Resources and Enargy Efficiency Fund
Financial statemants
Decamber 31, 2009

Notes to the financial statements

1 Nature of operations and general information

Renewable Resources and Fnergy Efficency Fund (the “Foundanon™) has been established on
Movember 21, 2005, in accordance with the decree W799 of the Government of the Republie of
Armenta: (RA”) dated Apal 28, 2005

The Foundation 1s-a non-for-peofit organizanon. The founder of the Foundation 1s the Repubhbe of
Armenn ithe “Tounder™)

The ebjecoves of the Foundanon ane ton
a) facilitate mvestments m the renewable enetgy and energy efficiency sectors,
b promote the development of enerpy efficiency and renewable energy marketin A rmenas;
¢} reduee adverse anthropogeme impacts on the enviromment and human health,
) develop acuvities focused on energy safety and inercasing of enerpy system reliabality

) ivease of obiaining respective authonty under the BA lepislaton, mitiate loan and credit
projects promoting the sector development on behalf of the Government, based upon
the agency contracts signed with the Government.

The Foundanon mplements the following projects:

Urban Heating Project, which 15 financed under the Credit Agreement dated July 20, 2005
signed hetween the International Development Associanon (the “IIDA™) and the
Government of the Repubhe of Annenia. The abjective of the Peoject 15 1o imncrease the use
of clean, efficient, sate and affordable heaong technologies in wrban sehools and muln-
apartment buildings,

- Gas and Heanng Project, which 15 financed under the Grant Agreement dated Aprd 25,
2006 signed between the International Bank for Reconstrucuon and Development and the
Foundanon, The elijective of the Troject is to improve the access to gas and heanng
services for the elgble houscholds moarban mulo-aparoment buildings.:

- Preparaton of Electricity Supply Reliability and Enerpy Efficiency Project (GEL PPG
Grant  TF 094673, which is Onanced under the agreement dared July 16, 2KH signed
berween the lnternanonal Bank for Reconstruction and Development and the Government
of the Republic of Armenia. The objective of the Project is to prepare the Energy efficiency
compaonent of Electricity Supply Reliabality and Enerpy Efficiency Projeet,

= Renewable Energy Project, which 1s financed under the grant agreement TF (156211 dated
Aprl 7, 2006 signed between the International Bank for Reconstruction and Development
and the Government of the Repubbc of Armmenia and credit agreement 4159 AM signed



Honowable Resources and Energy Efficiency Fund
Financial statements
December 31, 2009

10

between the International Development Association and the Government of the Republe
of Armenia, The objective of the Project 15 to ncrease the role of the privately-owaed and
operated power penerstion, ualizing the renewable encrgy,

Global Lovironment Facility Project (GEF PG Gramt TF 093563, which 15 financed
under the agreement dated January 22, 2009 signed between the Imiernational Bank for
Reconstruction and Development and the Republic of Ammenia The objective of the
Project is 1o assess the feasibility of exploratory drilling of the geathermal site with the
highest estumared geothermal potennal

Witlun the framework of the Urban Heating Project the Republic of Armenia government sheould
allocate borrowings through the Foundation. The Foundation agreed to provide its borrowings to
potential beneficiaries; which are financial institutions such as banks or credit organizations.

The potential beneficiartes of projects implemented by the Feundarion can be:

a) management bodies of mult-apartment buldings;
b economic entites;

¢) secondary schools;

dy  iendividuals,

The apency contract was signed on January 16, 2006 hetween the Repubilic of Armenia government
represented by the MNimstry of Fmance and Economy and the Foundanon, which 15 descrbed
Jaelovar:

according to the contract, the Foundaton shall carry out legal and other actvities for the
implementation of the Project on behalf of the RA Government;

within the Project framewark, the Foundation shall ensure the execution of acuvities
anticipated by components specified in the Development Credit Apreement.

the Foundation shall execure the lenders sight pursuant o el contracts in force and signed
by “Heating and Multi-apartment Buildings Assistance Management Bodies Support
Projects PIU7 81 wathin the framework of Letter-Apreement No PPE Q 353-0-A of

“Advance for Proposed Urban Heating Propect” signed berween the RA and 1A on Aprl
3, 2003,

The average number of emplovees of the Foundation durng 2009 was 20 (2008: 200).

The Foundatinn’s repistered office is located at | Melik Adamyan street, Yerevan, RA.

2

2.1

Basis of preparation

Statement of compliance

The financial staterments have been prepared based on the accounting records miamramed under the

requirements of the Armenan legslation and presented in accordance with [nternational Financial
Reporting Standards (“TFRS™),
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Deoember 31, 2008
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ln presentng the financial seatements in accordance wich [FRS only addinonal disclasures have been
made 1 accordance with IFRS 7 “Financial Instruments: Disclosures”, which relates to fnancial
instrurnents and financml sk management disclosed in the notes 15 and 16,

Currently, TFRS do not contmn specific puidince for non-profit orgamizations and non-
governmental organizations concerning the accounnng trearment and presentation of Anancial
statements. Where [FRS do not give puidance on how to treat transactions speaific to not for profic
sector, aecounting pobees have been based on the general prineiples of 1FRS, as detaded in the
Tritematnional Accounting Standards Board (“IASB”) Framework for Preparation and Presentation
Fimancral Niaiements,

2.2 Basis of measurement

The financial statements have been prepared on the historical cost basis,

2.3 Functional and presentation currency

The nanonal currency of Atmenta 15 the Armenian dram (“dram™), which s the Foundation's
funcuonal currency, since this currency best reflects the economic substance of the underlying
events and transactions of the Foundation,

These finameial staterments are presented in Armenian drams, since management helicves that this
currency s more useful for the users of these Anancial statements. All Anancial mformanon
presented m Armenan deams bas been rounded to the nearest thousand,

2.4 Use of estimates and judgment

The preparation of financial statements in conformity with [FRS requires management to make
crincal accounting estimates and assumpuons that atfect the reported amounts of assets and
liabilines at the date of the financal statements and the reported smounts of revenues and expenses
during the reporung period. Significant areas involving a higher degree of judgment or complexity,
of areas where assumplions and cstimates are sipuficant o the financial statements are disclosed n
the nete 14 w0 the financial starements,

2.5 Adoption of new and revised standards

In the current year the Foundanon has adopred all of the new and revised Standards and
Interpretations issued by the Tntemnational Accountng Sundards Board (the “TASE™ and
Inremational Financial Reporting Interpretations Committee (the “TFRIC™) of the LASB that are
relevant 1ots operations and effective for annual reporting penods bemnning on January 1, 2009,

Standards affecting presentation and disclosure

TAS 1 (revised 2007) Presentation of Finansiad Xtatements

LAS 1 {revised 2007} has introduced terminology changes (including revised titles for the financial
starements) and changes in the formar and content of the financial statements, The Foundation
elected to preparea single stmtement of comprehensive income with subtoal, instead of tao
separate-statements (a sepatate meome stidement followed by a statement of other comprehensive
mcome).
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Standards and Interpretations in issue but not yet adopted
Amendments o TAS 17 Laaws

As part of Improvements to [FRSys 2009 issued i April 2009, the [ASB amended the requirements
of LAS 17 regasding the chssification of leases of land. Prior to amendment, 1AS 17 generally
required leases of land with an indefine useful life to be classified as operanng leases. This was
meonzstent with the general principles of the Srandard, and the relevant puidance has been
temeoved due to concerns that it could lead to accounting that did not reflect the substance of
arrangements. Following the amendments, leases of land are clissified as either ‘finance’ or
‘operating’ using the genceal pancples of TAS 17, These amendments are effective for annual
periods beginning on or after January 1, 2010, and they ate to be applied retrospectively to
unexpired leases at [anuary 1, 2010 if the necessary information was available at the inception of the
lease. Otherwize, the revised Standard will be applied based on the facts and circumstances existing
on [anuary 1, 2010 {i.e. the date of adoption of the amendments) and the Foundation will recognize
assets and labilites related to land leases newly classified as finance leases at their fair values oo that
dute; any difference between those farr values will be recogmzed in retained earnings.

The management andcipates that these amendments will be adopted in the Foundation's financial
staterments for the penod beginning January 1, 2010, The management has not yer congdered the

potential impact of the adoption of these wmendments.
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3 Significant accounting policies

3.1 Fareign currencies

Foreign currency transachions

In prepating the financial statements, transactions m currencics other than the funcronal currency
are recorded at the rates of exchange defined by the Cenrral Bank of Armenia prevailing on the
dates of the transactions. At each reporung date, monetary itemns denominated in foragn currencies
are retranslated at the rates defined by the Central Bank of Armema prevailing on the reporung date.
which 15 377.89 drams for 1 US dollar as of Deéceraber 31, 2000 {Becember 31, 2008: 306.73 deams
for 1 US dollar): Non-menetary stems that are measured in terms of historic cost in a foreygm
currency arg not retranslated.

Fxchange differences arising on the settlement and retranslation of monetary ttems, are included 1n
the starement of camprehensive tneome for the pened.

3.2 Property and equipment

Property and equipment are stated at cost less accumulated deprecmnon and any accumulated
impairment losses. Cost compnses purchase price including import duties and non-refundable
purchase taxes and other directly atributable costs.

The gan or loss ansing on the disposal or retirement of an item of property and equipment is
determined as the difference between the sales proceeds and the carrying amount of the asset and i
recognized 1o profir or loss,

Other subsequent expenditure 15 eapatalized 1f futuee economic benefits will arlse from the
expenditure. All other expenditure, including repair and mantenance, 15 recognized m the statement
of comprehensive income as wicuseed,

Depreciatian is charped to the statement of comprehensive ncome on -4 straghr bine basis over the
estimated useful lives of the individual assers. Depreciation commences when assers are available for
use, The estimated useful ves are as follows:

Computers and accessories - 4 yEars
Wahicles - Bysars
Ciher - 5 ysars.
3.3 Intangible assets

Intangible assets, which are acquired by the Foundanaon and which have finire useful lives. are stated
at cost less accumulated amorization and impairment losses,

Amortization 15 charged to the statement of mrome and expenses on a straight line basis over the
estimated useful lives of the intangible assets, which is estimated at 5 years for accounting software,
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3.4 Inventories

Inventones are stated at the lower of cost and net realizable value, Net realizable value 1s the
estimated selhng poce in the ordinary course of business, less the esumated costs of completion and
sclling expenses. The cost of inventories 15 based on the frs-in first-on principle and inclodes

expenditure incurred in acquiring the inventones and bonging them to their existing location and
condition.

3.5 Financial instruments
[Minancial assets and financial liabilities are recognized when the Foundanion becomes a parnt to the
contractual provisions of the financial instrument,
Financial assets and financial Babtlictes are meéasared snmally at Gaer viloe Plu;; IrAnsacton costs.
Financial assers and Anancial Habilities are measured subsequently as deserbed belowr,

b

Financial assets

Financial assets other than hedping mstroments are divided mto the following catepones;

loans amd recétvables

financial assets ar far value through profic or loss

avattable-for-sale fnancial dssers

held-to-maturity investments,

Financial assets are assigned to the diffesent catepones on imtial recogrition, depending on the
charactenstics of the instrument and its purpose. A financial instrument’s category is relevant for the
way i is measured and whether any re:s.uhing income and expenses are recognized in profit or loss
or directly 1 other comprehensve mmcome and credited to the equity, See note 15:2 for @ summary
af the Foundanon's financial assets by categony,

1 Bo rrowings provided

Borronicings are recognized inttally ar far value, net of trensaction costs assocated with the
borrowing. Subsequent to mital recopmuon, borrowings are stated at amottized cost

Barrowings, provided by the Foundation to commercial banks within the fromework of the
aprecment signed with the Republic of Armmenia government, are recorded o the statement of
financial positon of the Foundaton as financial assets, although the Foundation acts as an agent in
this transaction,

n Accounts recervable

Carrrent aceounts receivable are mtially recopmzed at far value: Subsequently they are measured ar
amortized cost less provision for impairment.

Grrants that are receivable as compensation for expenses alteady incurred are recognized in the
period when their collection s considered probable
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w - Cash and bank balances

The Foundation's cash and bank balances comprise cash i hand, bank acconnts and cash in transiy,
which fall mra “loans and recervables™ category of fnancial mstruments,

Financial liabilities

The Fovundation's financial liabilities include borrowings and pavables, which are measured at
amottized cost using the effecuve mterest rate method. A summary of the Foundation’s financial
habihties by category s given 1 note 152,

v Borrowings received

Borrowmnps recerved are recopmized initdally ar faie value, net of ssuance costs assocated with the
borrowing, Subsequent o mmtial recognition, borrowings are stated at amartized costwith any
differcnce between cost and redempiion value recogaized in the statcment of comprehensive
mcome over the Pf:nud of the borrowmygs onan effectve interest basis. Interest and other costs
incurred in comnection with boreowings are expensed asancurred as part of Boance expenses.

v Payables

Trade and other payables are stated at fair valoe and sulisequently stated a1l amornzed cost.
3.6 Impairment

Impairment of property and equipment and intangible assels

Assers that have an indefimite usefu] life are not subject 1o amorozation and are tested annually for
impairment. Assets that are subject to amortizanon are reviewed for impaioment whenever events or
changes i circumstances mdicate that the careving amount may not be recoverable, Ao impaioment
loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amoune

Recoverable amount 15 the higher of net selhing price and value 1 ose.

3.7 Grants related to assets
{rrants are not recognized unal there is reasonable assurance that the Foundation will comply with
the conditions agtaching to them and the grants will be recened,

Grants whose ponmary condinon is that the Foundauon should pun:hasc, construct or othemnse
Acquire non-current assets are recognizéd as deferred incame in the statement of financial posinon
and transferred ro the statement of comprehensive income on a systematic and rational basis over
the useful bves of the relared assers:
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3.8 Deferred income

Financing recetved within the framework of projects implemented by the Foundation are recogmized
int the statement of financial position as deferred income under current Labilities since at the point
of receipt of financing the directions how the resources will be utilized are not defined.

Deferred income 15 decreased by the amount, which is used for barrowings; these amounts are
recopnized as “Bormowmgs provided (refer to note 3.5 for the accounting policy of borrowings).

Amounts recewved by the Foundanen as redempuon of the borrowings provided are acerued in
deferred income, since at the point of receipt the direetions how the resources will be wilized are
nor defined.

Cirants that are recervable as compensation for expenses already mncursed are recognived m the
period nwhich they become recervalble

The other amounts are tecognized a3 income on a svstematic basis in the peood in which dmounts
disbursed wathin the scope of the projects arc remmbursed,

3.9 Income tax
Current tax i the expected 1a% pavable on the taxable meome for the vear, using tax rates enacred or
substantially enacted at the balance sheet date, and any adjustment to tax pavable in respect of

[rrevious years.

The assets and services recerved by the Foundavon for off charge and the expenditures related to
theny are oot expoesed (o mcome pLanon,

Deferred mcome tax is provided using the halance sheet lability method, providing for temporary
differences berween the carmying amounts of assets and habilities for financial reporting purposes
and the amounts used for taxation purposes, The amount of deferred income mx provided is based
om the expected manner of tealization or settlement of the carrving amount of assers and habilines,
using rax rates enacted or substantially enacted at the balance sheet date,

A deferred income tax asset 18 recopmized only to the extent that it 15 probable that funere raxable
profis will be available against which the unused tax losses and credits can be vtlized. Deferred

income tax assets are reduced to the extent that it 15 ao longer probable that the related tax benefir
will be realized.

2.10 Income

The Foundation receives income from different sources in the framework of different projects. The
policies for the unlizaton of deferred income and grants related to assets are deseribed 1n the nofes
3.7 and 3.8, respecovely,

The finance income relates o mterests earned on borrowings provided by the Foundation,

According to the agency contact signed between the RA and the Foundation, the Foundanon is
obliged to pursue the objective of the projects on the request, on behalf and at the expense of the
RA- Expenses incurred are covered by the Ministry of Finance and recopgnized as income in the
peniod in which the appropeiate service 15 rendered (included in other income],
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4 Property and equipment
In thousand drams
Machinery and

equipment Wehicles Other Tatal
st
as of January 1, 2008 21 450 22IMm 11,346 55,588
Additions 10,759 - - 1_E_I,__?Ei__
as of December 31, 2008 32,228 2231 11,346 66,345
as of Decamber 31, 2008 32,228 22,771 11,348 BE.345
Actumaiated depraciafion
asof January 1, 2008 7463 2923 3058 13445
Charge for the year 7.830 4,554 2,269 14 653
as of Decamber 31, 2008 15203 7477 5328 28 098
Charge for the year 8.054 4,554 2.269 14877
as of December 31, 2008 23347 12,001 7.507 42 975
Carrying amoun!
as of December 31, 2008 16,935 15,204 6018 38,247
as.of December 31, 2009 8,281 10,740 3748 23.370

During the reporting penod the depreciation expense amounting to doms 14,877 thousand (2008
drams 14,653 thousand) was included m administrative expenscs,

A8 of December 31, 2009 and December 31, 2008 the Foundation does not have any pledged
property and equipment.

2 Borrowings provided and received

I accordance with the Development Credit Apreement signed Between the TDA and the Republic
of Armenia, the DA provided a borrowing amounting to 10 millien SDR to the Republic of
Armenta to mmplement the Urban Heating Project.

The Government of the Republic of Armenia has agreed with the 1DA to allocate the borrowings
through the Foundaton. The Foundation has agreed to provide the funds received as a borrowing
to Participating Financial Insotutions, which are aither banks or credit organizstions. These funds
will e subsequently forwarded by these Participating Financial Insttutions as loans to beneficiaries
in the framework of the Project.

Fot this purpose an additonal agreement has been stgned berween the RA Ministry of Finance and
HEeonomy and the Foundaton. The maturity period of each part of the loan 15 seven yvears, The
Foundavon 15 obliped 1o pay to the RA Ministry of Finance and Economy an mnterest of 1% per
annum to be accrued on the owtsranding balance of each borrowing, In 2009 borrowings provided
to the Foundation amounted to drams 113,000 thousand (2008: drams 351,582 thousand).
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In 208K the Foundaton sgmed contracts on borowing with “ACBA Credit Agnicol Bank™ C]8C,
“Ardshininvestbank™ C)SC and “Cascade Bank™ C15C,

Duning 2009 the Foundavon has provided drams 113,000 thousand o “ACBA Credic Apricol
Bank™ C]S0C (2008 drams 350,000 thousand),

Borrowings o PEIs are provided both in Armenian deams and US dollars,

The interest rates are defined as follows:

*  For borowings denommarted in US dollars: 6 months LIBOR plos | percent;

*  Por borrowings denomunated in Armentn drams: the weighted average mterest rate of 91-180
davs deposits attracted from individuals as eateubved By the Central Bank of Armenia for
Armennn banks. The average tate for the past 6 months will be vsed, which can not be lower
than 1S Dellars 6 months LIBOR.

Under the agency contract signed between the RA Ministry of Finance and Economy and the
Foundaticom, within the framework of Letter-Apreement Mo PPF () 3533:0-AM of “Advance for
Propesed Urban Heaung Project™; the nghts of control of the principal amount of the borrosangs
beleng to the RA Minssery of Finance and Feomoany. The prineipal amiount is directed to he used as
sub-loan resousces, defined by the additonal bormwing agreement,

As prr:scmcd m the note 3.5, the amaunis borrowed from the BA Governmient and allocated o
commetcial banks are recognized in the statement of financial posioon of the Foundation,
constdénng the fact that the Foundanon has a contractual agreement o repay the borrowings to the

Bt Government, even if i fails to collect 2l due borrowings from the commercial banks,

The Foundanon has sipned an additional contract on horrowing with “Cascade UCO" C]5C

During 2009 the Foundanen has provided U85 dollars 1,216,332 (2008 U'S dollars 1 202667) 10
“ascade 110" CJaC However, these amounts were not reflected i the financial statements of
the Foundanon. In 2009 it was sipned an additional amendment on changes of the contractual part,
since “Cascade LNCOPT CFSC was merged with “Cascade Bank™ CJSC,

5.1 Borrowings provided

I thousand drams A of Mg oaf
December 31, December 31,

2009 2008

Bormowings provided 1,392 466 1,261,058

Including:

Lang-term portian 1382450 1,279.450

Short-lerm partion 16 - 1,608

Borrowimygs mature in 7 vears and bear a weighted average interest rate of 6.6% annually (2008 6,1%
annually).

Borrowings are secured by guarantees, property and other pledges.
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The matnty penods for the bormowings are as follows:
In thousand diams As of As of
Decamber 31 Decamber 31,
2005 2008
6 months or less 16 225
&-12 mariths = 1,283
1-5 years 24450 G35, 450
Over 5 yaars 463,000 342,000
1,352 466 1,281,058

Intereses recetvable are included in the amount of borrowings and amount o drams 16 thousand as

of December 31, 2009 (2008 drams 225 thousand).

The carrvmng amounts of borrowings provided 1o banks are presented below:

In thousand drams As of A of
Decamber 31, December 31,
2008 2008
"ACEA Credil Agricol Bank" GJSG 1,302,486 1,279 667
“Cascade Bank” CJSC = 1,391
1,392 455 1,281,058
5.2 Borrowings received
In thousand drams As of As of
December 31, December3l,
2009 2008
Bomawings received 1.395 763 1.284 690
Including:
Lang-term poriion 1,392 450 1,279,450
Shoat-lerm portion 3313 5,240

Borrowings mature in

annually).

The matunty penods for the borrowings are as follows:

T oyears and bear a weyrhted average interest rate of 1% anoually (2008: 1%

In tnousand drams Az of Mg af
December 31, December 31,

2008 2008

& maonths or less 3313 3,857
6-12 manihs - 1,383
1-& years 929,450 836,450
Over 5 years 463,000 343,000
1,395,763 1,284,690

The far values of borrowmnps equal thetr carrving amount, siace it is possible o attract such
amounts with similar terms only in the scope of special contracts,

As af December 31, 2009 imecests pavable amounted e deams 3313 thousand 2008 drams 3,837
thousand?,
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L] Receivahles and advances

In thausand drams ..As of As of
Decamber 31, December 31,
2009 2008

Receivables from the RA Govermment and the Wortd Bank {refer fo
note 10) 78,150 TBAT2
Cther 14,241 13,047
93,33 81,219

Becevable from the RA Government and the World Bank consists of accroed cxpenses which are
subject to subsequent redemption by the RA Government and the World Bank based on existing
agreement. Management believes that this amount 15 fully recoverable,

T Grants related to assets

In thousand drams

Z00g 2008
Batance al baginning of year 27245 318
Additions {rafer 1o nate 4) - 14,759
Recogmized &g income (refer to note 10} (12151} (14.6731)
Balance af end of year 15,0935 27,248
8 Accounts payable

In hausand drams Asof Agof
December 31, December 3t

2008 o -
Fayables 1o confractors 233434 113,410
Taxes payable 13.576 2062
Fayables to the Siate budget against bormowings redesmed 92,263 26,343
Advances from beneficianas 19,400 11,545
Oither 7amn 4108
365,704 160,888

Payables o contractors inchule gas access, instalanon of gas stoves as well as payables for consulting
and other services,

Pavables to the Stare budger against borrowings redesmed mclude repayments made aganst
provided borrowings, which were nat included in the Anancial siarements of the Foundanon
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. Deferred income
in thousand drams
2009 2008
Balance at beginning of year 522,030 28387
Additions ' 1,326,442 2093617
Borrowings repaldiiprovided), nat (111817 (1497, 245)
Recavary of receivables fram the RA Ministry of Financs [95,874) (95.874)
Recavery of the financing o be received from the RA Sovermment and
the Weord Bank {83,835) [128.266)
Transferred to the grants related to asseis - {10,755
Use of deferrad income {refer la note 10) - 11,088,430 o (1164.827)
Balance af end of year 455,716 G22,030
Additigns

Additons mclude amounts received 1o pursue the objectives of the Project (refer 1o note 1)
The financing 1s recerved from the following sources:

= The Waorld Bank,
" The BA Government,

Bermuwings repard (provided)

In 2009 provided borrowings amounted to drams 113000 thousand (2008 drams 351,383
thousand) and repaid bomowings amounted o drams 1383 thousand [2008: drams 154 137
thomsand),

Brauvery of recesvables from the Hod Minsstry of Fimanee

Within the scope of the ageney contract signed between the Foundatwin and the Republic of
Armenia, the Foundanon submitted mvoices 1o the B4 Ministry of Fuance

Recewvables that arise from the submired invotces are covered from the deferred income. Lo 2000
rhis amounted to drams 98,874 thousand (2008: drams 98,874 thousand)

Recavory of the financng to-be recerved from the R\ Government and the World Band:
Amounts disbursed ac the expense of the Foundauon for the unplementation of projects have to be

reimbursed by the funds to be recewved from the RA Government and the Workl Bank, The
recovered amounts are repaid from the funds disbursed by the Foundation,
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10 Income from ocperations

In thousand drams

Use of deferrad income

Incomea recognized from grant refated to assels

Income recognized from advances o beneficiaries

incame fram the financing of RA Govamment and the World Bank
Hher

Income from the fimancing of the RA Government and the World Bang

22

Year anded Year ended

Decamber 31, December 31,

2008 2008

1,098 430 1164 B2T

12,151 14,6811

- 54,000

78150 79,091
3485

1,193,226 1,317,548

Amounts dishursed by the Foundation to pursue the oljectives of the projects are subject o be
reimbursed by the RA Government and the World Bank and recognized as income from operations.

11 Project expenses
In thousand drams
Uroan Heafing Project
Renewable Enargy Project

Gas and Heafing Project
Global Enwironment Facility Project

12 Other financial items
Inthausand drams.
Gaintiinss) from exchange rate differences

Financial llahilities measured at amonized cosl

Barrawings and recenables

13 Income tax expense

In thousand drams

Curren! 1ax
Deferred tax

Year ended Year ended
December 37, December 31,
2009 2008
415,704 83,509
165,650 211,880
340,858 265 066
205251
1.177.581 1,300 545
Year anded Year ended
Decamber 31, Cecember 31,
2009 200e
{2,008} 1671)
135458 1,432
133,449 HE1
Year ended Year ended
December 31, December 31,
2008 2008
9,167 21,838
29,167 21,838
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Reconcthagon of effective tax race 15 as follows;
In theusand drams Year ended Yearended
December 31, Effactive tax December 31, Effective lax
2009 rate (%) 2008 rate ()
Profit before taxation (under IFRS) 279,284 112,145
Tax calculated at a tax rate of 20%
{2008: 20%) 55,857 20 22,4249 20
[Mon-taxable/non-deductible Hams,
net (26,690} ) (9.6 (581 10.5)
Income lax expense 29 167 104 21.838 18.5
14 Critical accounting estimates and judgments

Estimates and judgrents are cononually evaluated and are based on historical expenence and ather
factors, including expectations of furre events that are believed o be reasonable under the
CLICUMETANCes:

14.1 Critical accounting estimates

‘Ihe Foundauon makes estimates and assumpuons concerning the future. The resulung accountiig
estimates will, by definition, seldom equal the related actual results. The estmates and assumptions
that have a significant nsk of cansing a matesial adjustment to the carrving amounts of assets and
liabitiries within the nexe financial year are discussed below.

Aecording to the horrowing contract signed between the Foundaton and the Ministry of Finance
and Feonomy of the Republic of Armenia, the Foundation has received borrowings from the RA
Cevernment and redirected those amounts to commercial banks as boreowings (refer o note 53

The assers and liabilines generated from these borrowings (inchuding interest recervables and
pavables) are recognized in the statement of the financial position of the Foundation, because
according 1o the coneract signed between the Foundanon and the RA Minstry of Finance and
Eeonomy, the non redempnon nisks connected o those borrowings are carried by the Foundanon.

However, had not been those borrowings recognized inthe financial statements of the Foundanon,
the borrawings included i the statement of financial positon would be presented as tollows:

2000

In thousand drams
Currenl accounling Without those barmowings

Aszels
MNon-curren! 858005
Barrowing s provided 1,382 456 16

Leabilities
Borowings recanied 1,395.763 3313
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2HIR

I thausand drams .
Current accaunting Withaut those borowings
Assets
MNarr-current asssls
Barrowings pravided 1,281.058 255
Lizbititias
Borrowings received 1,284,690 5240
15 Financial instruments

15.1 Significant accounting policies

Detads of the significant accounung policies and methods adopted, including the eriteria for
recognition and rthe basis on which income and expenses are recognized, respect of cach class of
financial asset, fnancial labality and equity instrument are diselosed in the note 3.5,

15.2 Categories of financial instruments
The carrving amounts presented inthe financial statement telate 1o the following eategories of asscrs
arndd liabalities:

Financial assots
In {housand drams Az of Az of
Decernber 31, Cecembear 31,
2049 2008
Loans and recenvables!
Barrowings provided 1,352 466 1,281,058
Receivables 85,538 85,292
Bank balances 1,025,539 540056
2,503,543 2,006 408
Financial habulities
In thausand drams Az ol As of
December 31, Decamber 31,
2009 2008
Financial abilites measured at amorized costs
Lozns and bomowings 1,305,763 1,284 690
Payables A32.808 T46.861
1,728,571 1,431,551

See nate 3.5 for a description of the accounting policies for each category of financial instruments.
The fair values are presented in the related notes.

The Foundarion made a reclassification in 2008 related 1o the disclosure oF financial ascets and
liabilities, which were adjusred in 2008,
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16 Financial risk management
Exposure to market risk (including eurrency rsk), eredit nsk and hquidity risk anses m the normal
course of the Foundation’s activity, -
16.1 Financial risk factars

@) Marker rrd

The Foundaton's activities exposc it primarily to the asks of changes in foreign currency exchange
riates (see b below),

by Forige caerveney rivk

The Foundation undertakes certain transactions denominated in foreign currencies. Henee,
exposures to exchange rare fluctuations anse,

The exposure of the Foundation’s financial assets and financual liabihoes to the foreipn corrency risk

15 as follows:

Item
Freely converfible
200y Armenian drams CUPENCIES
Financial 85sels
Borrowings provided 1.392 456 =
Receivables 85,538 =
Hank balances 62871 G52 GEE
1,840,875 BB2 G665
Financial liabilities
Barrowings provided 1,393,759 18954
Payables 32808
1, 726577 1, 89484
Met position 174 298 G0 GT4
Item
Freely converlible
2008 Armenian drams CUITencies
Financial zssels
Borowings provided 1,281,088
Receivablas 60,530 24 452
Bank balances 143,107 406,949
1485045 521.361
Financigl liatuies
Borrewings provided 1,283,085 1,605
FPayables 146,861 =
14249046 1,605
Met position 55099 519,756

The Foundation is mainly exposed to US dollar and Eure exchange rates. The Following rable details

the Foundation’s sensitivity to a 10% (2008:20%) increase and decrease i dram aganst LS doliar.
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1% (2004:20%) represents management's assessment of the possible change in foregn exchange
rates. The sensitivity analysis includes only cutstanding foreign currency denominated monctary
tems and adpsts their translation at the pertod end for a 10% 2008 20%) change 10 foreign
currency rates: A positive number indicates an increase m profi or loss and other equity where deam
strengrhens against the relevant cureency.

LS dallar impact
2005 2008
Slatement of comprehensiva moeome 44,067 103,957

) Lageeclity riske
The Foundation’s policy is to run a prudent iguidity management policy by means of holding
sufficient cash and bank balances, as well as highly liqumd assets for making all operational labilities
when those become due,
17 Commitments
17.1 Operating lease commitments

The Foundalion as lassor

Operating leases relate to building with lease term of 3 years, The lessee does not have an option o
purchase the leased asser at the expiry of the lease period,

Non-cancelable operating lease recetvables are disclosed below:

In thousand drams As of As of
Dacembear 31, December 31
2004 2008
Mot later than 1 year 18,000 16,000
1-5 years 15.000 36.000
36.000 54 000
18 Contingencies
18.1 Business environment

Armenia continues o undergo political and economic changes, As an emerging macket, Armenta
does not possess a developed business and regulatory infrasmmcture that geaerally exasts s more
mature free market economy, In addition, ¢cconomic conditions continue to limir the volume of
activity in the financial markets, which may not be reflective of the valies for financial instruments,
The mam abstacle to further economue development 15 a low level of cconomic and institutional
development, along with a centralized economic base, regional instability and mternational
ECONOMIC CriSIs,

The possible effects of these factors on the Foundation may inelude the mability to pay credators
when they become due, impaired reputation, difficuloes in selling the goods and services, difficulnes
in ebtaning funds, ete. Al these problems may lead o the lessened liguidity of the Foundation and,
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accordingly, 1o going concern problems, [ lowever, as the number of vanables and assumpnons
invohved o these uncertaintics 15 big, management cannot make a reliable estimarte of the amounts
by which the carrving amounts of assets and liabalities of the Foundaton may be affected.

The fesncal statements of the Foundation de not melude the effeces of adjustments, if any, which
might have been considesed necessary, had the effeets of the current global erisis become
abservable and reliably measurable 10 Armen,

18.2 Insurance

The Anmentan msurance indusiry 12 in us development stage and many forms of insurance
protection commaon in other pares of the world are not yet generally available in Armenta. The
Foundanon doez not have full Coverage foar 1% ]1|-.u11 Facibities, busmess MECTTUPGN, or third paLty
liabalsty in respect of property or emvironmental damage ansing from acadents on the Foundanon
property or relatng to the Foundation operatons, Untl the Foundanon obrams adequate msurance
coverage, there 15 a risk that the loss or destruction of certan assets or environmental damage could
have o matenally adverse affect on the Foundation’s operanons and financial posinon

18.3 Tax contingencies

The taxaton svstem o Aomena s relatvely new and is characrerzed by frequently changing
legislanon, which is often sulyject o interpreration. CHien differmg interpretations exist among
varlows fasation authories and jursdicnans. Taxes are subject to review and ivestgations by mx

authorntics, which are enabled by low to impoese severe fines and penalties.

These facts may create tax tisks in Armenia substantially more than in ather developed conntres
Management believes that it has adequately provided for tax habilites based on 1ts interpretation of
b degiskation, However, the relevant authonoes may have diffenng interpretanons and the effects
could be sipnilicant,

159 Related party transactions

181 Transactions with management and close family members

The Foundation's related partiés include s key mianagement.

Eauy management recenved the followmp remuneranon during the year, which is included i payeall
and emplovee benefits,

In thowsand drams Yearended Year ended
December 31, December 31,
2002 2008

Salaries and banuses 20,109 18,032
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20 Reclassification of comparative financial statements
In 200% the comparative financial statements for 2008 have heen reclassified 1o wnclude the ems, os
explaned m the table helow:

As a result, certain items in the statement of financial position have been reclassified, which had no
effect on the results of financial performance of the Foundauon,

Before reciassification Reclassification _ After restatament
Feceivables and prepayments 84,454 6,765 41,249
Borrowings providedicurrent 8373 18, 785) 1,608
Borfowings recaived 1,279,450 {20, 243) 1,250,107
Payables 131,545 29,343 160.228
Finance incomsa 114,940 (53 560 81 RED

Cither ingome 4,954 33.360. 38,324



