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Independent auditor’s report

To the Management of "Central Asia Hydrometeorology Modernization Project”

Opinion

We have audited the accompanying financial statements of “Central Asia Hydrometeorology
Modernization Project” (hereafter the “Project”), which comprise the statement of cash receipts
and payments, statement of funds by project components, statement of applications, statement
of special account for the year ended 31 December 2018, and notes to the financial statements,
including short description of significant accounting policies and other descriptive notes
((hereinafter - “financial statements™).

In our opinion, the accompanying financial statements present fairly, in all material respects,
cash receipts and payments on the Project for the year ended 31 December 2018 in accordance
with the International Public Sector Accounting Standard (hereinafter - the “IPSAS™) Financial
Reporting under the Cash Basis of Accounting and the relevant points of the Grant H677-7C
between EC-IFAS and IDA.

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 Project in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (hereinafter - the “IESBA Code”), and we have fulfilled our other
ethical responsibilities in accordance with the IESBA Code.

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

Management's responsibility and those charged with governance for the financial
statements

Management of the Project is responsible for the preparation and fair presentation of these
financial statements in accordance with the IPSAS 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 Project's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting uniess management either intends to liquidate
the CAHMP Project or to cease operations, or has no realistic alternative but to do so.

A member firm of Ernst & Young Global Limited
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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 the 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 the ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

>

Identify 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 resuiting 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 Project's internal control.

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

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project’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 Project to cease to continue as a going concern.

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



EY

Building a better
working world

We communicate with persons responsible for corporate 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.

émt&m LLP

Paul Cohn
Audit Partner

Auditor Qualification Certificate
No. MD-0000632 dated 9 August 2018

050060, Republic of Kazakhstan, Almaty
Al-Farabi ave., 77/7, Esentai Tower

26 June 2019

A member firm of Ernst & Young Global Limited

Rustamzhan Sattarov
Acting General Director
Ernst & Young LLP

State Audit License for audit activities on
the territory of the Republic of
Kazakhstan: series MOK-2 No. 0000003
issued by the Ministry of Finance of the
Republic of Kazakhstan on 15 July 2005



spusuztols frouonf ssodind jovads asags o upd jraSarur uo auof g- s9¥oqd uo ssoNy

1as Maadzeanys

ObeSIl OPE'STI I1Zze 11Z'2¢ ¥ Jaquuasa(] [§ I st DdUL[eq (B0,
- - — = SWIODU PAAE[HUNIDT IO
orecll 0besll z'ze 11z'ze DLLL9H Yuen)
J2quI2D(] [§ 1€ SE 2DUR[Eq YSE))
(TS1'9LL°0) {(LTL'8E8'T) (cp0°cot'L) (168'989) ¢ paunoug sasuadxa ero],
(ct) I (1¢) () adueyodxs udpIo]
(tot'9LL'0) (8TL'8¢8°D) (z66°T9t°L) (s88939) DL-LLOH WD)
paunour sasuadxyg
68E°168'0 980'CH8'1 IST'S6b'L Z9L€09 9 P2A13021 spunj [ela ],
68¢£°'19C'¢ 980'516 181°699°¢ 29L'C0t 9 SWODUT PAEMWNIIT I
000'0£9'E 000056 000°0£8°c 000°002 9 Di-LL9H eI
P2A12233 punyg
z01 186'801 zo1 0be'sIL ¥ Ayenue| [ J€ se JouE|Eq [E10],
201 - Z01 - AWOIUT PIAEMMLVNIDE TN
- 186801 - ObE‘STT t DL LLOH eIy
Lrenuef [ 1e se soueeq ysen)

24REfMLINY) potrad a3 Jo.r BTl ) poirad 24z 101 SIIONT

2102 sioz

SHUIUIRIL]S [EIDUTUL.|

BISY [ENU27) 1 132(01,] UONEZIIIAPO]Y $331AIG
{dojoroaiaw-03piY aip 305 wea], Jwswafeuery ays Jo Jostadng

«ABojo3pdH jo 121u37) [euoiday,, pun,y Me10dioT) JO F01IINP IANNIIXT

1610 2un[ 9z uo anssi 10§ pazoyIne pur paudig

sagjjop S0 41
S10Z 32qUIADI(J [€ PIPU? 1834 3 10
SINHWAVd ANV SLAID3Yd HSVD 40 INJWNALVLS

DL-LL9H ON e (vuisippezey *, v, iuavodwo))
1afo1] vonvznuapo)y {BojorosrwoIpi] tisy [enuan)



spuaneapeys poononf soding peads ssagr fo pnd, (aSoput up wigf g-¢ sadnd uo s210N]

UISY [EDUS7) U1 103001 ] UONEZIUIIPO]Y SIIAIIG
{Jojoroarew-o1pi] 3y 105 wea g, ywatwaBeue)y o jo ostazadng

Adojorpdy Jo 1wy eooiay, punyg a1ez0d107) JO 101a11p 2anNDINY

‘6 10T aun| 97 uo ansst 10§ pazuoyine put paudig

£51°9LL'Y 87.°8¢8°'1 Pr0'E9b L 168°989 sasuadxa frioJ,
TISTH66 zse'sel 886'9Z1°1 9L0°2€1 awaeuey 1alolg
LL'SPO'T tLE'OTE 686°660'Z ZIS'ys swiasds spoalo1g Jo uoneidnug
892°1L0'C 681°+Z8 LhZ'0cT'z 6L6'85T $aoLAI3s [E1d0[030a10w 03pdy Jo uomstaord i aacsdwy
SI+'TT6 £19°€69 65L€9Z'1 YeeIhe Sunnen jo waisds [ruordar st asoxdwy
18t°ZhL 006'+8 18¥'ThL - HOY 3y pue Sy 41-DF Jo {naedes euoneziuedio pur [esruysa) atp sacidug

uonOINASUCY) ‘1
aAnEmMIINy pouad a3 J0.7 aAREMLNT) powuad 2y 10, siaauoduros 10afoiy

Lz 810z

savjiop S0 4]
810T 32quad3(] [¢ Papua Jeak ) 10
SINANOdNO0D 1D3[0ud A9 SANNT 40 INTWHLV.LS

SIUWIAIEIS [EIDUCUL]

DL-LL9H "ON w3 (Ueisipezey °, v, 1wsuodusoD)
133lo1 uoneziuzapoyy {Fojoroanaworpiy eisy Enuas)



Central Asia Hydrometcorology Modemtzation Project
{Component “A”, Kazakhstan)} Grant No. H677-7C Financial statements

STATEMENT OF APPLICATIONS
For the year ended 31 December 2018
In US dollars

2018 2017+
Goods, Goods,
advisory services, advisory services,
Including including
audit, trainings, audyt, trainings,
operating operating
Grant Application No. cxpenses  Application No. EXPCNSes
Grant No. H677-7C 19 200,000 15 200,000
16 200,000
17 230,000
18 300,000
Total 200,000 930,000

* n 2018 IDA made direct payrments in the amount of 403,762 USD (1n 2017: 915,086 US| D).

Signed and authonzed for issue on 26 June 2019:

Supervisor of the Management Team for the Hydro-meteorology
Services Modermization Project in Central Asia

Notes on pages 5-8 farmt an integral part of these spectal purpose financial statements,



Central Asia Hydrometeorology Modernization Project
{Component “A”, Kazakhstan} Grant No. H677-7C

Financial statements

STATEMENT OF SPECIAL ACCOUNT
For the year ended 31 December 2018

In US dollars
Special account Grant No. H677-7C
Bank account KZ086017131000054257
Bank Halyk Savings Bank of Kazakhstan JSC
Bank address 109 V, Abay street, Almaty, Kazakhstan

Balance at 31 December 2016 108,981
Plus: Advance/reimbursement during the reporung period (Nove 6) 930,000
Less: The amount of acceprable expenses paid during the reportng period (923,642)
Foreipn exchange loss {TWore 5} it mg it ionni 1
Balance at 31 December 2017 (Nozce 4} 115,340
Plus: Advance/reimbursement during the reporting petiod (Nete 6) 200,000
Less: The amount of acceptable expenses paid during the reporting period (283,123)
Foreign exchange gain/loss (Nate 5) (6)
Balance at 31 December 2018 (Note 4) 32,211

Signed and authorized for issue on 26 June 2019:

Executive director of Corporate Fund “Regional Center of Flydrology”

Supervisor of the Management Team for the Hydro-metcorology % » %, S
Services Modermization Project in Central Asia ‘
KUIWZ. 4

Notes on pages 3-8 form an integral part of these special purpase financial statements.



Central Asia Hydrometcorology Modernization Project Notes to the financial statements
{Component “A”, Kazakhstan) Grant No. H677-7C for the year ended 31 December 2018

In US doliars

1. General information

According to the Agreement between Executive Committee of Intemmational Fund for Saving Aral Sea (hercafter —
“EC-IFAS”) and International Development Association (hereafter — “IDA”) dated 12 July 2011 (hereafter — “Agreement™),
IDA provided to EC-IFAS a Grant No. H677-7C in the amount of 5,600,000 SDR (Specital Drawing Rights) to finance
realization of Central Asia Hydrometcorology Modernization Project (hereafter — “Project”™. The Grant No. H677-7C was
mature on 31 December 2018. In November 2018, at the initiative of IDA, the project was extended untl March 31, 2021,

Project management

The Project management is implemented by Corporate Fund “Regional Center of Hydrology” (hereafter — “Agency”) -
non-commercial organization on behalf of EC-IFAS. Agency was founded under the decree No. 104018-1910 on 25 May
2010,

Agency carries out activities of financial management, procurement, disbursement of funds and reporting of the Project, as
well as implementation of activitics envisaged in the Project Implementation Plan for Component A.

Agency carries out the Project in accordance with the requirements, critena, orgamizational arrangements and operattonal
procedures set forth in the Project Operations Manual, and do not assign, amend, abrogate or waive any provisions of the
Project Operations Manual without prior approval of the IDA.

Address of agency: 32 Abay ave., Almaty, Republic of Kazakhstan, 050022,

Purpose of Project

The purposc of the Project is to improve the accuracy and tmeliness of rendering hydrometcorological services in
Central Asia.

The Project comprses the following components:

Comporncnt A

Strengthening regional coordination and information sharing: this component will ensure that each of the Natonal
Hydrometeorological Services (hereafier — “NHMSs”) in the region can share, use, exchange and archive common hydromet
data and information, and that each agency has a comparable level of expertise in the production of information and delivery
of hydromet services. This component will be implemented by EC-IFAS through a Project Management Unit (hereafter —
“PMU™) that will be ser up by EC-IFAS in Almaty, Kazakhstan.

Component B

Strengthening of Hydromet Services in Kyrgyz Republic: the component wall help strengthen Kyrgyzhydromet to ensure that
it has the infrastructure and capability to sustainably observe, forecast and deliver weather, water and climate services that
meet the country’s identified economic and societal needs. This component will be implemented by Kyrgyzhydromet through
a Project Coordinatton Unit (hereafter — “PCU") that will be set up within Kyrgyzhydromet in Bishkek, Kyrgyzstan.

Component C

Strengthening of Hydromet Services in Republic of Tajikistan: the component will help strengthen Tajikhydromet to ensure
that it has the infrastructure and capability to sustainably observe, forecast and deliver weather, water and chimate services that
meet the country’s identified economic and socictal needs, This component wall be implemented by Tajikhydromet through
a PCU that will be set up within Tajikhydromet in Dushanbe, Tajikistan,

Total costs of the Grant (distribution)

Component A Total Project budget
Al Improve the technical and organizational capacity of EC-IFAS and the Agency 1,680,000
A2 Improve the regional system of training 1,530,000
A3 Improve the provision of hydro meteorological services 1,640,000
Ad Integranon of Project’s systems 3,000,000
A5 Project Management 850,000
Total 8,700,000*




Central Asia Hydrometeorology Modemization Project
{Component “A”, Kazakhstan} Grant No. H677-7C

Notes to the financial statements
for the year ended 31 December 2018

In US doflars

1. General information (continued)

Total costs of the Grant (distribution) (continued)

Category of Component A Total Project budget IDA financing, %
Goods and wortks 3,830,000 100%
Consulting Services (Least Cost Selection) 3,630,000 100%
Consulting Services (Selection based on Qualification of Consultants

and Individual Consultants) 430,000 100%
Operational Costs 605,000 100%
Training 205,600 100%
Total 8,700,000%* 100%

*  Total budget is recalewlated by appliing SDR rate to the lotal Project budget established in the agreement (SDR 5,600,000). The total amount of budger at

31 December 2018 is 7,788,424 US dollars {as at 31 Decernber 2017 is 7,975,152 US dollars).

The above budget represents US dollars denominated initial budget aceepted in the agreement.

The rate of SDR to US dollars ar 31 December 2018: 1 SDR = 1. 390790 US dollars (at 31 December 2017: 1 SDR = 1.

424130 US dollars).
Budget
Catepories of authorized expenses, distribution of the amounts of grant and rate of expenses financed were presented as
follows:
Amounr of Rate of inanced
allocated grant, expenses,
Category SDR %
Goods, non-advisory services (including relevant services on
installation), advisors services, additional operating costs and training
for Component A of the Project 5,600,000 100%
Total 5,600,000 100%
Budget of the Project for 2018 by categories was presented as follows:
Category Grant No. H677-7C
1. Goods 472,843
2. Advisory services, training and audit 100,503
3. Operating expenses (including Project Coordination Division personnel) 113,545
Total 686,891
Undrawn Available
amounts as at amounts as at
Budget JI December 2018, 31 December 2018,
Sources of financing in SDR SDR USD¥
Grant No. H677-7C 5,600,000 210,874 293,281
Total 5,600,000 210,874 293,281

*  Available finds on Grant No. H677-7C as at 31 Decentber 2018 were calculated as the amonnt of unpaid balance, according 1o IDA of 293,281 US dollars
(2017: 1,083,762 LIS dollars) including actual cash balance at the acconnts of the Agency as at 31 Decemnber 2018 relating to the Grant No. H677-7C

eqieal 10 32,211 U'S dollars (2017: 115,340 US dollars)

2. Basis of preparation

Financial statements were prepared in accordance with Intemational Public Sector Accounting Standard (IPSAS) Frnancal
Statements Prepared under Cash Method of Accounting, published by International Accounting Standards Board for Public Sector of
International Federation o f Accountants and Financial Management Manual within the framework of investment activities

financed by the IDA.

[



Central Asia Hydrometeorology Modernization Project Notes to the financial statements
(Component “A”, Kazakhstan) Grant No. H677-7C for the year ended 31 December 2018

In US dollars

2. Basis of preparation (continued)

Financial Statements comprises:

. Statement of cash receipts and payments;

. Statement of funds by Project components;

° Statement of applications;

° Statement of special account;

. Notes to the financial statements including the summary of significant accounting policies and other explanatory notes.

The summary of significant accounting policies used in preparation of the Ainancial statements is stated below. These policies
were consistently used during the whole reporting period.

3.  Summary of significant accounting policies

Cash basis of accounting
The financial statements were prepared and presented based on cash basis of accounting.

Cash basis of accounting is the accounting principle, according to which changes in the financial position of the entity arc
recognized only at the ume when cash is paid or received.

Financial statements were prepared based on cash method presents information on the source of cash, cash use purposcs and
cash balances as at the reporting date.
Currency

‘The Project’s financial statements are presented in US dollars, unless otherwise s stated.

Foreign exchange transactions

Cash receipts and payments in foreign currency are translated into US dollars using exchange rate as at the date of cash receipts
and payments. Cash balances held in 2 foreign currency reported using the exchange rate at reporung date.

31 December 2018 380.89
31 December 2017 330.57
Taxation

Personal income tax of non-resident 15 calculated and paid out in accordance with requirements and rates as determined in
Tax Code of Republic of Kazakhstan,

Budgeting

Annual budgets on financing and expenses are presented based on approved budget of the agreement (Noze 7). Budget is
reconsidered based on the amount of acrual expenses accumulated for the prior period.

4, Cash and cash equivalents

Cash and cash equivalents as at 31 December comprise:

2018 2017

Grane No. H677-7C  Grant No. H77-7C

Special account 32,156 115,327
Special transit account 55 13

Total 32,211 115,340




Central Asia Hydrometeorology Modemization Project
(Component “A”, Kazakhstan) Grant No. H677-7C

Notes to the ftnanctal statements

for the year ended 31 December 2018

In US dollars

5.  Cumulative Project expenses

Project expenses on major components are presented in the Statement of funds by the Project components. Project expenscs
based on sources of financing are presented as follows:

Cumulative Cumulative
Profect expenses Project expenses
Source of finance 2018 2017
Grant No. H677-7C 686,885 1,838,728
Foreign exchange 6 N
Total 686,891 1,838,727
6. Funds
The financing comprise:
2018 2017
Reimbursement method Grant No. H677-7C  Grant No, H677-7C
Advance/reimbursement 200,000 930,000
Direct payments 403,762 915,086
Total 603,762 1,845,086
7.  Project budget
The Project budget comprise:
Project Project Project Project
budget  expenses Deviaon, Exccution, budger  expenses  Deviaton, Exccution,
Cartegory for 2018 for 2018 % % for 2017 for 2017 % Yo
Goods 472,000 472,843 -0.2% 100% 1,503,900 1,502,021 0.1% 100%
Consulting scrvices,
trainings and audit 81,200 81,287 -0.1% 100% 237.000 230,62t 27% 97%
Operating cxpenses 132,000 132,761 -0.6% 101% 106,000 106,085 -0.1% 100%
685,200 686,891 -0.2% 100% 1,846,904 1,838,727 0.4% 100%

*  There were direct payments it amonnt of 403,762 USD {in 2017: 915,086 USD).

8. Taxation

According to the Chapter 33, article 683 of Civil Code of Republic of Kazakhstan, agreement for consultanon services cannot
be wreated as labor agreement. Therefore, in accordance with Article 341 of Tax Code of Republic of Kazakhstan
disbursement financed from grant are not subject to personal income tax, as well as social tax, social contnbutions and
obligatory pension contributions cannot be withheld from the consultants’ remuneration.

9.  Legal proceedings

In the opinion of the management, there are no current legal proceedings or other claims outstanding, which could have a
matertal negative effect on the results of operations or financial position of the Project and which have not been recognized
ot disclosed in these financial statements.

10. Insurance

The Project’s property was not insured.



