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Independent auditor’'s
report

To the Board of Trustees of “Children of Armenia” Charitable Fund

Opinion
We have audited the financial statements of “Children of Armenia” Charitable Fund (the “Fund”), which
comprise the statement of financial position as of 31 December 2019, and the statement of activities, statement

of changes in net assets and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Fund as of 31 December 2019, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRSs”).

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 Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Fund in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (the “IESBA Code”) together
with the ethical requirements that are relevant to our audit of the financial statements in the Republic of
Armenia, and we have fulfilled our other ethical responsibilities in accordance with those ethical requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Emphasis of Matter

We draw attention to note 15 to the financial statements which describes the effect of a new disease COVID-
19. These financial statements do not include the possible effect of the above mentioned. Our opinion is not
modified in respect of this matter.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Fund’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 those authorized by the legislation of the Republic of Armenia either intend to
liquidate the Fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism 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 Fund’s internal control.

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

e 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 Fund’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s 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 auditor’s report. However, future events or
conditions may cause the Fund to cease to continue as a going concern.

o 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 our audit.

Armen Hovhannisy

Emil Vassilyan, FCCA

Chief Executive Officer Engagement Partner

30 April 2020
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Members of the Board of Trustees

as of 31 December 2019

The list of the members of the Board of Trustees as of 31 December 2019 is presented below:

Richard Bezjian, Chairman

Ovsanna Yeghoyan, Member

Serob Khachatryan, = Member

Bagrat Sargis Balabanyan, Member

Garo H. Armen, Member

Alice Saraydarian, Member
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Statement of financial position

in thousand drams

Assets

Non-current assets
Property and equipment
Intangible assets

Advances for non-current assets

Current assets
Inventories

Accounts receivable
Bank deposits

Cash and bank balances

Total assets

Liabilities and net assets
Non-current liabilities
Grants related to assets

Current liabilities
Accounts payable
Grants related to income

Net assets
Accumulated result

Total liabilities and net assets

As of 31 As of 31

Note December 2019 December 2018

4 2,743,431 2,720,394

11,567 96

20,479 538

2,775,477 2,721,028

5 29,402 22,881

6 11,605 11,839

7 36,000 -

8 45,080 54,364

122,087 89,084

2,897,564 2,810,112

9 2.775478 2,721,028

2,775,478 2,721,028

10 80,708 46,426
11 41,378 24,308

122,086 70,734

- 18,350

- 18,350

2,897,564 2,810,112

The financial statements were approved on 30 April 2020 by:

Korioun Khachadourian

Executive Director

Hermine Tovmasyan

Chief Accountant

The statement of financial position is to be read in conjunction with the notes to and forming part of the financial statements

set out on pages 10 to 23.




Statement of activities

In thousand drams

Sales revenue
Income from grants
Cost of sales
Program expenses
Gross result

Other income

Gain from disposal of property and equipment, net
Sales expenses

General and administrative expenses

Other financial items

Finance income

Finance costs

Result before taxation

Income tax expense
Result for the year

Other comprehensive result
Total comprehensive result for the year

Year ended 31

Year ended 31

Note December 2019 December 2018
10,543 -

12 1,316,348 1,012,107
(20,849) -

13 (1,237,713) (944,129)
68,329 67,978

119 273

138 -

(4,122) -

14 (64,396) (68,356)
(968) (1,332)

2,761 1,918

)] (43)

1,853 438

(1,853) (438)

The statement of activities is to be read in conjunction with the notes to and forming part of the financial statements set out

on pages 10 to 23.
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Statement of changes in net
assets

In thousand drams Accumulated
result Total
as of 1 January 2018 18,350 18,350

Result for the year - -

as of 31 December 2018 18,350 18,350

Transfer to grants related to income (18,350) (18,350)

as of 31 December 2019 - -

The statement of changes in net assets is to be read in conjunction with the notes to and forming part of the financial
statements set out on pages 10 to 23.
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Statement of cash flows

In thousand drams

Cash flows from operating activities
Result for the year

Adjustments for:

Depreciation and amortization

Loss on disposal of property and equipment

Income from grants related to assets
Finance income
Foreign exchange loss

Change in the following items

Change in inventories

Change in receivables

Change in bank deposits

Change in payables

Grants related to income

Cash generated from/(used in) operations

Cash flows from investing activities
Acquisition of property and equipment
Interest income received

Grants received

Net cash from/(used in) investing activities

Net decrease in cash and bank balances
Foreign exchange effect on cash

Cash and bank balances at the beginning of the year
Cash and bank balances at the end of the year

Year ended 31
December 2019

Year ended 31
December 2018

162,497 107,259
15,178 168
(162,497) (107,427)
(2,761) (1,918)
968 1,332
13,385 (586)
(6,521) (4,383)
2,011 (3,961)
(37,777) -
34,276 (88,598)
(1,280) (15,938)
4,004 (113,466)
(232,124) (519,793)
2,761 1,918
216,947 558,251
(12,416) 40,376
(8,322) (73,090)
(962) (1,086)
54,364 128,540
45,080 54,364

The statement of cash flows is to be read in conjunction with the notes to and forming part of the financial statements set out

on pages 10 to 23.
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Notes to the financial statements

1 Nature of operations and general information

“Children of Armenia” Charitable Fund (the Fund”) was founded in 2003.

The main objective of the Fund is to provide support to children in the fields of welfare, health and education in
Armenia through implementation of health, education, infrastructure, economic development and social
programs.

The average number of employees of the Fund during 2019 was 30 employees (2018: 36 employees).

The legal address of the Fund is 1 North Avenue, 8™ floor, suite number 24, Yerevan, 0001, Republic of
Armenia.

2 Basis of preparation

2.1 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRSs”) as issued by the International Accounting Standards Board (“IASB”). They have been prepared under
the assumption that the Fund operates on a going concern basis.

Currently, IFRSs do not contain specific guidance for non-profit organizations and non-governmental
organizations concerning the accounting treatment and presentation of financial statements. Where IFRSs do
not give guidance on how to treat transactions specific to not for profit sector, accounting policies have been
based on the general principles of IFRSs, as detailed in the International Accounting Standards Board (“IASB”)
The Conceptual Framework for Financial Reporting.

2.2 Basis of measurement

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

2.3 Functional and presentation currency

The national currency of Armenia is the Armenian dram (“dram”), which is the Fund’s functional currency, since
this currency best reflects the economic substance of the underlying events and transactions of the Fund.

These financial statements are presented in Armenian drams, since management believes that this currency is
more useful for the users of these financial statements. All financial information presented in Armenian drams
has been rounded to the nearest thousand.

2.4 Use of estimates and judgment

The preparation of financial statements in conformity with IFRSs requires management to make critical
accounting estimates and assumptions that affect the reported amounts of assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Significant areas involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements are disclosed in note 16 to the financial statements.

2.5 Adoption of new and revised standards

In the current year the Fund has adopted all of the new and revised Standards and Interpretations issued by
the International Accounting Standards Board (the “IASB”) and International Financial Reporting Interpretations
Committee (the “IFRIC”) of the IASB that are relevant to its operations and effective for annual reporting
periods beginning on 1 January 2019.

“Children of Armenia” Charitable Fund
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The nature and the effect of these changes are disclosed below.

New and revised standards and interpretations that are effective for annual periods
beginning on or after 1 January 2019

Amendments to IFRS 9: Prepayment Features with Negative Compensation

Under IFRS 9, a debt instrument can be measured at amortized cost or at fair value through other
comprehensive income, provided that the contractual cash flows are “solely payments of principal and interest
on the principal amount outstanding” (the SPPI criterion) and the instrument is held within the appropriate
business model for that classification. The amendments to IFRS 9 clarify that a financial asset passes the SPPI
criterion regardless of the event or circumstance that causes the early termination of the contract and
irrespective of which party pays or receives reasonable compensation for the early termination of the contract.

There has not been material impact on the Fund’s financial statements.

Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the Fund

At the date of authorization of these financial statements, certain new standards, amendments and
interpretations to existing standards have been published by the IASB but are not yet effective, and have not
been adopted early by the Fund.

Management anticipates that all of the relevant pronouncements will be adopted in the Fund’s accounting
policies for the first period beginning on or after the effective date of the pronouncement. New standards,
amendments and interpretations not adopted in the current year have not been disclosed as they are not
expected to have a material impact on the Fund’s financial statements.

3 Significant accounting policies

3.1 Foreign currencies

Foreign currency transactions

In preparing the financial statements, transactions in currencies other than the functional currency are recorded
at the rates of exchange defined by the Central Bank of Armenia prevailing on the dates of the transactions. At
each reporting date, monetary items denominated in foreign currencies are retranslated at the rates defined by
the Central Bank of Armenia prevailing on the reporting date, which is 479.70 drams for 1 US dollar as of 31
December 2019 (31 December 2018: 483.75 drams for 1 US dollar). Non-monetary items are not retranslated
and are measured at historic cost.

Exchange differences arising on the settlement and retranslation of monetary items, are included in the result
for the period.

3.2 Property and equipment

Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment
losses. Cost comprises purchase price including import duties and non-refundable purchase taxes and other
directly attributable costs. When the unit of property and equipment comprises major components with different
useful lives they are accounted for as separate components of property and equipment.

Properties not available for use, which are maintained for rental or administrative purposes, or for purposes not
yet determined, are carried at cost, less any recognized impairment loss. Cost includes directly attributable
expenditures, site preparation, installation and assembly costs, professional fees and for qualifying assets,
borrowing costs capitalized in accordance with the Fund’s accounting policy.

The gain or loss arising 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 is recognized in the result.

Expenditure to replace a component of an item of property and equipment that is accounted for separately is
capitalized with the carrying amount of the component being written off. Other subsequent expenditure is

“Children of Armenia” Charitable Fund
Financial Statements
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capitalized if future economic benefits will arise from the expenditure. All other expenditure, including repair and
maintenance, is recognized in result as incurred.

Depreciation is charged to the result or is added to the cost of other asset on a straight line basis over the
estimated useful lives of the individual assets. Depreciation commences when assets are available for use. The
estimated useful lives are as follows:

Buildings and constructions - 20 years
Computers and equipment - 3 years

Vehicles - 10 years
Fittings - 5 years.

As no finite useful life for land can be determined, related carrying amounts are not depreciated.

3.3 Intangible assets

Intangible assets, which are acquired by the Fund and which have finite useful lives, are stated at cost less
accumulated amortization and impairment losses.

Amortization is charged to profit or loss or is added to the cost of other asset on a straight line basis over the
estimated useful lives of the intangible assets, which is estimated at 10 years for the computer software.

3.4 Leased assets

All leases of the Fund are treated as operating leases. Payments on operating lease agreements are
recognized as an expense on a straight-line basis. Associated costs, such as maintenance and insurance, are
expensed as incurred.

3.5 Inventories

Inventories are assets held for sale in the ordinary course of business or in the form of materials or supplies to
be consumed in the production process or in the rendering of services. Items such as spare parts, stand-by
equipment and servicing equipment are also recognized as inventories unless they meet the definition of
property and equipment.

Inventories are stated at the lower of cost and net realizable value. Net realizable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses.

The cost of inventories is based on the first-in first-out principle and includes expenditure incurred in acquiring
the inventories and bringing them to their existing location and condition.

3.6 Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognized when the Fund becomes a part to the contractual
provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire,
or when the financial asset and all substantial risks and rewards are transferred.

Financial liabilities are derecognized when they are extinguished, discharged, cancelled or expire.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured at
the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value
adjusted for transaction costs (where applicable).

“Children of Armenia” Charitable Fund
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Financial assets, other than those designated and effective as hedging instruments, are classified into the
following categories:

e amortized cost

e fair value through profit or loss (FVTPL)

e fair value through other comprehensive income (FVOCI).
The classification is determined by both:
e the Fund's business model for managing the financial asset
¢ the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in the result for the year are presented
within finance costs, finance income or other financial items, except for impairment of trade receivables which
is presented within other expenses. A summary of the Fund's financial assets by category is given in note 17.2.

Subsequent measurement of financial assets

Financial assets at amortized cost

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not
designated as FVTPL):

¢ they are held within a business model whose objective is to hold the financial assets and collect its
contractual cash flows

e the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding

After initial recognition, these are measured at amortized cost using the effective interest method. Discounting
is omitted where the effect of discounting is immaterial. The Fund’s cash and cash equivalents, trade and most
other receivables fall into this category of financial instruments.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than “hold to collect” or “hold to collect
and sell” are categorized at fair value through profit and loss. Further, irrespective of business model financial
assets whose contractual cash flows are not solely payments of principal and interest are accounted for at
FVTPL. All derivative financial instruments fall into this category.

Accounts receivable and contract assets

The Fund makes use of a simplified approach in accounting for trade and other receivables as well as contract
assets and records the loss allowance as lifetime expected credit losses. These are the expected shortfalls in
contractual cash flows, considering the potential for default at any point during the life of the financial
instrument. The Fund uses its historical experience, external indicators and forward-looking information to
calculate the expected credit losses by using a provision matrix.

Classification and measurement of financial liabilities

The Fund's financial liabilities include loans and borrowings, trade and other payables and finance lease
liabilities. A summary of the Fund's financial liabilities by category is given in note 17.2.

Accounts payable

Accounts payable are stated at fair value and subsequently stated at amortized cost.

3.7 Grants

Grants are not recognized until there is reasonable assurance that the Fund will comply with the conditions
attaching to them and the grants will be received.

Grants with a primary condition to purchase, construct or otherwise acquire non-current assets are recognized
as deferred income in the statement of financial position and transferred to profit or loss on a systematic and
rational basis over the useful lives of the related assets.

“Children of Armenia” Charitable Fund
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Other grants are recognized as income over the periods necessary to match them with the cost for which they
are intended to compensate, on a systematic basis. Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose of giving immediate financial support to the Fund
with no future related costs are recognized in profit or loss in the period in which they become receivable.

Grants received from donors, which as of a reporting date have not been used, are recognized in the statement
of financial position of the Fund as deferred income (current liability) and are systematically transferred to the
result of the year, along with the grants usage.

Other grants are recognized as income over the periods necessary to match them with the cost for which they
are intended to compensate, on a systematic basis.

Refer to note 16 for the management's judgments on grants recognition and calculation.

3.8 Income tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

3.9 Employee benefits

Short-term employee benefits are benefits expected to be settled wholly before twelve months after the end of
the annual reporting period in which the employees render the related services and include:

(&) wages, salaries and bonuses;

(b) paid annual leaves and paid disability leaves;

Paid absences
The expected cost of short-term employee benefits in the form of paid absences is recognized as follows:

(a) inthe case of accumulating paid absences, when the employees render service that increases their
entitlement to future paid absences.

(b) in the case of non-accumulating paid absences, when the absences occur.

Bonuses

The expected cost of bonus payments is recognized when and only when the Fund has a present legal or
constructive obligation to make such payments as a result of past events and a reliable estimate of the
obligation can be made.

A present obligation exists when, and only when, the entity has no realistic alternative but to make the
payments.

3.10 Income recognition

Income from grants

Refer to note 3.7 for income recognition policy.
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Financial Statements
31 December 2019 14



4 Property and equipment

In thousand drams

Buildings
Computers not
Buildings and ~and available for
Land constructions equipment Vehicles Fittings use Total
Cost
as of 1 January 2018 24,643 - 17,715 83,788 52,677 2,077,051 2,355,874
Additions 31,631 100,849 88,798 - 138,195 198,140 557,613
Disposals - - (528) (2,297) - - (2,825)
Internal movement - 2,274,614 (987) - 987 (2,274,614) -
as of 31 December 2018 56,274 2,375,463 204,998 81,491 191,859 577 2,910,662
Additions 3,845 101,201 68,243 - 22,445 4,266 200,000
Disposals (2,570) - (6,437) (20,250) - (191) (29,448)
Internal movement - 600 93 - (93) (600) -
as of 31 December 2019 57,549 2,477,264 266,897 61,241 214,211 4,052 3,081,214
Accumulated depreciation
as of 1 January 2018 - - 50,325 18,343 17,019 - 85,687
Charge for the year - 45,090 31,617 8,149 22,382 - 107,238
Eliminated on disposal - - (360) (2,297) - - (2,657)
Internal movement - - (243) - 243 - -
as of 31 December 2018 - 45,090 81,339 24,195 39,644 - 190,268
Charge for the year - 79,473 39,407 7,901 35,004 - 161,785
Eliminated on disposal - - (6,402) (7,868) - - (14,270)
Internal movement - - 27 - (27) - -
as of 31 December 2019 - 124,563 114,371 24,228 74,621 - 337,783
Carrying amount
as of 31 December 2018 56,274 2,330,373 123,659 57,296 152,215 577 2,720,394
as of 31 December 2019 57,549 2,352,701 152,526 37,013 139,590 4,052 2,743,431

“Children of Armenia” Charitable Fund
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As of the reporting date the Fund does not have any pledged items of the property and equipment.

Additions in the “Buildings and constructions” are related to the “Smart” center building in Lori marz amounting
to drams 101,201 thousand (2018: internal movement is related to the “Smart” center building in Lori marz
amounting to drams 2,274,614 thousand in total, which was transferred into use on 27 May 2018. This includes
construction expenses for the current year at the amount of drams 198,140 thousand, as well as capitalized
expenses on the cost of the building at the amount of drams 100,849 thousand).

Depreciation expense has been charged to program expenses at the amount of drams 143,423 thousand,
general and administrative expenses at the amount of drams 18,362 thousand (2018: program expenses at the
amount of drams 104,008 thousand, general and administrative expenses at the amount of drams 3,230

thousand).

5 Inventories

In thousand drams

Goods for contribution
Materials
Fuel

Inventories of the Fund are not pledged.

6 Accounts receivable

In thousand drams

Advances

Receivables from the State budget
Interest received from bank deposit
Other

As of 31 As of 31
December 2019 December 2018
19,417 20,109

7,695 1,564

2,290 1,208

29,402 22,881

As of 31 As of 31
December 2019 December 2018
8,419 7,660

2 4,179

1,777 -

1,407 -

11,605 11,839

All amounts are short-term. Management believes that the receivables from the State budget are fully

recoverable.

7 Bank deposits

In thousand drams

As of 31 December

Contract term 2019
Commence- Maturity Inte- Principal Accrued Finance
ment date date rest amount interest income
HSBC Bank
Armenia CJSC 03.06.19 03.06.21 8.5% 36,000 1,777 1,777
36,000 1,777 1,777

“Children of Armenia” Charitable Fund
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8 Cash and bank balances

In thousand drams

Cash in hand
Bank accounts

Refer to note 18 for the currencies in which the bank balances are denominated.

9 Grants related to assets

In thousand drams
Balance at the beginning of the year
Additions

Reclassification from grants related to income (refer to note 11)

Used during the year
Balance at the end of the year

10  Accounts payable

In thousand drams

Payables on acquisition of non-current assets
Payables on acquisition of inventories
Payables on services received

Employee benefits payable

Liability for unused vacation days

Taxes and duties payable

Other

No interest is charged on accounts payable.

As of 31 As of 31
December 2019 December 2018
1,992 428
43,088 53,936
45,080 54,364
2019 2018
2,721,028 2,270,204
3,277 196,687
213,670 361,564
(162,497) (107,427)
2,775,478 2,721,028
As of 31 As of 31
December 2019 December 2018
4,361 14,084
820 2,713
26,089 8,660
160 -
12,226 15,619
35,380 2,090
1,672 3,260
80,708 46,426

The Fund has financial risk management policies to ensure that all payables are paid within the credit

timeframe.

Refer to note 18 for more information about the Fund’s exposure to foreign currency risk.

11 Grants related to income

In thousand drams
Balance at the beginning of the year
Additions

Reclassification from grants related to income (refer to note 9)

Used during the year
Balance at the end of the year

2019 2018
24,308 40,246
1,384,591 1,250,306
(213,670) (361,564)
(1,153,851) (904,680)
41,378 24,308
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Additions in the grants related to income include the funds received from the following donors:

In thousand drams

“Children of Armenia Fund New York”
“Family Health International 360" LLC
“HSBC Bank Armenia” CJSC

United Nations Development Program
US Embassy in Armenia

DVV International Office in Armenia
Other

Year ended 31
December 2019

Year ended 31
December 2018

1,269,536 1,199,070
9,002 20,435
14,904 12,079
26,074 5,941
34,241 -
7,975 -
22,859 12,781
1,384,591 1,250,306

Balance at the end of the year of the grants related to income include the unused balances of the funds

received from the following donors:

In thousand drams

“Children of Armenia Fund New York”
US Embassy in Armenia

“HSBC Bank Armenia” CJSC

United Nations Development Program
“Orran” Benevolent NGO

Other

12  Income from grants

In thousand drams

Income from grants related to income (refer to note 11)
Income from grants related to assets (refer to note 9)

13 Program expenses

In thousand drams

Educational programs
Health programs
“Smart” initiatives
Social programs
Agricultural programs

As of 31 As of 31
December 2019 December 2018
17,173 12,919

4,369 4,973

10,962 1,923

8,866 1,892

- 1,194

8 1,407

41,378 24,308

Year ended 31
December 2019

Year ended 31
December 2018

1,153,851 904,680
162,497 107,427
1,316,348 1,012,107

Year ended 31
December 2019

Year ended 31
December 2018

349,453 246,752
147,124 130,659
590,512 436,950
141,112 125,310
9,512 4,458
1,237,713 944,129
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14  General and administrative expenses

In thousand drams

Year ended 31
December 2019

Year ended 31
December 2018

Professional and consulting expenses 6,481 19,777
Salary 35,443 28,544
Lease and utility expenses 5,000 5,269
Service and depreciation expenses 3,875 3,958
Bank and insurance expenses 1,036 883
Trip and representative expenses 355 107
Other expenses 12,206 9,818

64,396 68,356

15 Subsequent events

In March 2020 the World Health Organization has classified the coronavirus (COVID-19), which has exploded
in China in December 2019, as pandemic. The novel coronavirus outbreak has caused extensive disruptions to
businesses operating in or having close trading associations with companies abroad. Global responses to the
coronavirus disease outbreak continue to rapidly evolve. COVID-19 has already had a significant impact on the
global economy and major financial markets.

On 16 March 2020 the Government of the Republic of Armenia announced a state of emergency in the country
to last until 14 April 2020, which was later extended until 14 May 2020.

Some of the key impacts on the business may include unavailability of personnel, reductions provision of
services, earnings and more.

Management has not yet assessed the financial effect of the above, nonetheless this impact may be significant.

16  Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

16.1 Critical accounting estimates

The Fund makes estimates and assumptions concerning the future. The resulting accounting estimates may be
different from the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed
below.

Useful lives of property and equipment

Management has estimated useful lives of the property and equipment. Management believes that estimated
useful lives of the property and equipment are not materially different from economical lives of those assets. If
actual useful lives of property and equipment are different from estimations, financial statements may be
materially different.

16.2 Critical judgments in applying accounting policies

The following are the judgements made by management in applying the accounting policies of the Fund that
have the most significant effect on the financial statements.

Recognition of grants

As disclosed in note 3.7, grants are not recognized until there is reasonable assurance that the Fund will
comply with the conditions attaching to them and the grants will be received. For each grant agreement
management estimates the probability that it will satisfy the conditions attached to the grant, and that the grant
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will be received. In doing so, management relies on the previous experience with the donor, as well as the
capabilities of the Fund to completely implement the grant. If management estimates that the Fund will be able
to satisfy the conditions attached to the grant, and that the donor is ready to completely transfer the grant
amounts, such grants are immediately recognized in the financial statements (as grants receivable and
deferred income), when the respective grant agreement is signed. However, if the management is mistaken in
its estimates, the financial statements may be adjusted, and those adjustments may be significant to the
financial statements of the Fund.

17 Financial instruments

17.1 Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition and the
basis on which income and expenses are recognized, in respect of each class of financial asset, financial
liability and equity instrument are disclosed in note 3.

17.2 Categories of financial instruments

The carrying amounts of financial assets and financial liabilities in each category are as follows:

Financial assets

In thousand drams As of 31 As of 31
December 2019 December 2018

Amortized cost
Cash and cash equivalents 45,080 54,364
Bank deposits 36,000 -
81,080 54,364

Financial liabilities

In thousand drams As of 31 As of 31
December 2019 December 2018

Amortized cost
Accounts payable 45,328 44,336
45,328 44,336

18 Financial risk management

The Fund is exposed to various risks in relation to financial instruments. The main types of risks are market
risk, credit risk and liquidity risk.

The Fund does not actively engage in the trading of financial assets for speculative purposes nor does it write
options. The most significant financial risks to which the Fund is exposed are described below.

Financial risk factors

a) Market risk

The Fund is exposed to market risk, specifically to currency risk, which result from both its operating and
investing activities.

Foreign currency risk

The Fund undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange
rate fluctuations arise.

Most of the Fund’s transactions are carried out in Armenian drams. Exposures to currency exchange rates
arise from the Fund’s overseas sales and purchases, which are primarily denominated in US dollars.
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Foreign currency denominated financial assets and liabilities which expose the Fund to currency risk are
disclosed below. The amounts shown are those reported to key management translated into Armenian drams
at the closing rate:

Iltem As of 31 As of 31 As of 31 As of 31
December December December December
2019 2018 2019 2018
US dollar Another currency
Financial assets
Bank balances 1,475 18,454 - 7
Net position 1,475 18,454 -

b) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss
to the Fund. The maximum exposure to credit risk is represented by the carrying amounts of the following
financial instruments:

In thousand drams As of 31 As of 31
December 2019 December 2018

Financial assets at carrying amounts
Bank balances 43,088 53,936
43,088 53,936

The credit risk for bank balances and term deposits is considered negligible, since the counterparties are
reputable banks which have the following credit rating by Moody’s Investors Service/Standard & Poor’s: "HSBC
Bank Armenia" CJSC - ba3, "Converse Bank" CJSC - b1, "Ameriabank" CJSC - b2.

c) Liquidity risk
Liquidity risk is the risk that the Fund will be unable to meet its obligations.

The Fund’s policy is to run a prudent liquidity management policy by means of holding sufficient cash and bank
balances, as well as highly liquid assets for making all operational and debt service related payments when
those become due.

The following table details the Fund’s remaining contractual maturity for its non-derivative financial liabilities
with agreed repayment periods. The table has been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the Fund can be required to pay.

In thousand drams As of 31 As of 31
December 2019 December 2018

Non-interest Non-interest

bearing bearing

Less than 6 months 980 7,301
6 months to 1 year 39,987 22,951
More than 1 year 4,361 14,084
45,328 44,336

The Fund considers expected cash flows from financial assets in assessing and managing liquidity risk,
particularly its cash resources. The Fund’s cash resources significantly exceed the current cash outflow
requirements.
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19 Commitments

19.1 Operating lease commitments

The Fund as lessee

Office territory is received for operating lease until 2021. The Fund does not have an option to purchase the
leased asset at the expiry of the lease period.

Non-cancelable operating lease commitments are disclosed below:

In thousand drams As of 31 As of 31
December 2019 December 2018

Within one year 29,736 29,733
1to 5years 29,736 46,467
59,472 76,200

20 Contingencies

20.1 Insurance

The Armenian insurance industry is in its development stage and many forms of insurance protection common
in other parts of the world are not yet generally available in Armenia. The Fund does not have full coverage for
its plant facilities, business interruption, or third party liability in respect of property or environmental damage
arising from accidents on the Fund property or relating to the Fund operations. Until the Fund obtains adequate
insurance coverage, there is a risk that the loss or destruction of certain assets or environmental damage could
have a materially adverse effect on the Fund’s operations and financial position.

20.2 Taxes

The taxation system in Armenia is relatively new and is characterized by frequently changing legislation, which
is often subject to interpretation. Often differing interpretations exist among various taxation authorities and
jurisdictions. Taxes are subject to review and investigations by tax authorities, which are enabled by law to
impose severe fines and penalties.

These facts may create tax risks in Armenia substantially more than in other developed countries. Management
believes that it has adequately provided for tax liabilities based on its interpretation of tax legislation. However,
the relevant authorities may have differing interpretations and the effects could be significant.

21 Related parties

The Fund 's related parties include “Children of Armenia Fund New York”, Board of Trustees of the Fund,
"Energize Global Services" CJSC, which is founded by Mr. Richard Bezjian, the Chairman of the Board of
Trustees of the Fund, as well as key management as described below.

21.1 Control relationships

The Fund is controlled by the Board of Trustees. “Children of Armenia Fund New York”, which operates in the
United States of America and is located in the USA, 10010 New York, 5" Avenue, 149 building, room No. 500,
is under common control with the Fund.
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21.2 Transactions with related parties

During the reporting year the Fund had the following transactions with the related parties and as of the

reporting date had the following outstanding balances.

In thousand drams
Year ended 31

Year ended 31

Transactions December 2019 December 2018
Entities under common control
Acquisition of grants 1,274,397 1,209,086
1,274,397 1,209,086
In thousand drams
As of 31 As of 31
Outstanding balances December 2019 December 2018
Entities under common control
Grants related to income 17,173 12,915
17,173 12,915

21.3 Transactions with management and close family members

Key management received the following remuneration during the year, which is included in general and

administrative expenses.

In thousand drams Year ended 31 Year ended 31
December 2019 December 2018

Salaries and bonuses 23,856 27,653
Liability for unused vacation days 2,813 5,304
26,669 32,957
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