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“ENGAGING COMMUNITIES FOR BETTER SCHOOLS IN THE KYRGYZ REPUBLIC"
GRANT NO., TFOA5035

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE PROJECT FINANCIAL STATEMENTS FOR THE PERICD FROM JUNE 21, 2017 TO
DECEMEER 31, 2017 AND FOR THE YEAR ENDED DECEMBER 31, 2018

The following statement. which should be read in conjunction with the independent auditors' responsibilities is
made with a view o distingush the respective responsibilities of management and thase of the independent
auditors in relation fo the project financial statements of the Project "Engaging communities for bettar schools
in the Kyrgyz Republic’, Grant No. TFOAS035 (the “Project’).

Management is respansible for the preparation of the project financial statements that present fairly, in all
material respects, the summarny of funds received and expenditures paid and the summary of axpenditures
paid by project components of the Project for the period from June 21, 2017 to. December 31, 2017 and for the
year ended December 31, 2018 in accordance with Internatianal Public Sector Accounting Standard
“Financial Reporting Under the Cash Basis of Accounting” (the “IPSAS") ssued by the Intermnational Public
Accounting Stardards Board of the International Federation of Accountants and the Warld Bank's Financial

Management Seclor Board's *Guidelines: Annual Financial Reporting and Auditing for World Bank Financed
Activilies” (tha "WB Guidelings™,

In preparing the project financial statements, management & responsible for

= selecling sutable accounting pelicies and applying them consistentty;

* making judgments and estimates that are reasonable and prudent:

= slating whether IPSAS and WE Guidelines have been followed, subject to any material departures
disclosed and explained in the project financial statements; and

= preparing the project financial statements on a going concern basis, unless it is inappropriate to presume
that the Project will continue its actvity for the faresesable future.

Managament = also respongible for:

= cesigning, implementing and mainizining effective and sound system of internal controd and far revealing
risks in system of intemal control!

= maintaining proper accounting records that disclose, with reasonable accuracy at any time, the financial
position of the Project, and which anable them to ensure that the project financial statements of the
Project comply with IPEAS and WEB Guidelnes:

* comphlance with laws and regulations of the Kyrgyz Republic, sccounting system of the Praject and the
requiremenis of the World Bank;
taking such steps as are reasonably available to them to safeguard the assets of the Project and

= cetecling and preventing fraud, emror and oiher iregularities

The project financial stalements for the period from June 21, 2017 o December 31, 2017 and for the yaar

anded December 31, 2018 wene approved and authorized for issue by the management of the Project on May
24, 2018,

-
Indira Uzbekova
Financial Director

May 24, 20159

May 24, 2015
Bishkek, the Kyrgyz Repubiitw

Bishikek, the Kyrgyz Republic
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INDEPENDENT AUDITORS' REPORT

To the Management of the Project "Engaging communities for batter schocls in the Kyrgyz Republic™

Opinian

We have audited the accompanying project financial staternents of the Project "Engaging communities far
better schoals in the Kyrgyz Republic® (tha *Project”) which comprise the summary of funds received and
expenditures paid and the summary of expenditures paid by project compenents for the peried from June 21,
2017 to December 31, 2017 and for the year ended December 31. 2018, and a summary of significant
sccounting policses and cther explanatory information (tha “project financial statemenis”).

In our opinion. the accompanying project financial statements present fairly, in all material respects, the
summary of funds received and expenditures paid and the summary of expenditures paid by project
componants of tha Praject for the period from June 21, 2017 ta Dacember 31, 2017 and for the year ended
December 31, 2018 in accordance with International Public Sector Accounting Standard *Financial Reporting
Under the Cash Basis of Accounting” (the “IPSAS®) issued by the International Public Sector Accounting
Standards Board of the Intemnatioral Federation of Accountants. and the World Bank's Financial Management
Seclor Board's "Guidelines: Annual Financial Reporting and Auditing for World Bank Financed Activities™ (the
“WB Guidelines®),

Basis for opinion

We conducted our audit in ascordance with International Standards on Auditing (1SAs). Our responsibilities
under those standards are further described In the Auditor's responsibilities for the audit of the project
financial statemenis section of our report. We are independent of the Project in accordance with the
International Ethics Standards Board for Aceountants' Code of Ethics for Professional Accountants (IESBA
Code) together with the ethical raguirements that are relevant 1o our audit of the financial and we have fulfilled
our other ethical respongibilites in accordance with these requirements and the IESBA Code. We balieve that
the audit evidence we have obtained is sufficient and appropriate to provide g basis far our opinion

Emphasis of matter

Without further qualifying our opinian, we draw attention to Note 2 to the project financial statements, which
describe the basis of accounting. These project financial statements were prepared for complying with the
appropriate World Bank Guidelines and Grant agreemant requiraments.

Other matter

The project financial statements are prepared to assist the Project to comply with the requirements of the
World Bank. As a result, the project financial statements may not be suitable for anather purpose



Responsibilities of management and those charged with governance for the project financial
statements

Management & responsible for the preparation and fair presentation of the project financial statements in
accordance with International Public Sactor Accounting Standand “Financial Reporting Under the Cash Basis
of Accounting” (the "IPEAS") issued by the Internaticnal Public Accounting Standards Board of the
International Federation of Accountants, and the World Bank's Financial Managemant Saclor Board's
"Guldelines: Annual Financial Raporting and Auditing for Woarld Bank Financed Activities” (the “WB
Guidelings”), and for such internal conirol as management determines is necessary o enable the preparation
of the project financial staternants that are free from material misstatemeant, whether due to fraud or emor,

Auditor's responsibilities for the audit of the project financial statements

Our objectives are to ablain reasonabie assurance about whether the project financial stalements as a whole
are free from material mizstatemeant, 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 [5As will always detect a material missiatemeant when it exists. Misstatements
can grise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably ba expectad to influence the economic decisions of users taken on the basis of the project
financial statements

As part of an audit in accordance with 18As, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

* Identify and assess tha risks of material misstatemeant of tha project financial statements, whather due to
fraud or error, design and perform audit procedures responsive o those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for cur opinion. The risk of not detecting a materal
misstalement resulting from fraud i higher than for one resulting from ermor, as fraud may invoive
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control

=  Dbtgin an understanding of internal confrol relevant to the audit i order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinian on the
effectveness of the Project’s internal conirol

+ Evaluate the appropriateness of accounting pocies used and the reasonablaness of accounting
esiimates and relaied disclosures made by managemeant.

» Conclude on the appropriateness of management's use of the going concem basis of accounting and,
based on the audit evicence obtained, whathar a matenial uncariainty exisls related o avents or
conditions that may cast significant doubt on the Project’s abdlity to contines as a going concermn. If we
conciude that a malerial unceriainty exists, we are required to draw atiention in our guditor's report to the
related disciosures in the project financial statements or, Il such disclosures ara inadaguate, to modify
our opinion, Qur conclusions are based on the audit evidence obiasined up to the date of our auditar's
report. Howewer, future events or conditions may cause the Project to cease 1o conltinue as a gaing
concanm,

» Evaluate the overall presentation, structure and content of the project financial statements, including the
disclosures, and whether the project financlal statements represan! the underlying fransactions and
evenis in @ manner that achisves fair presentation.

We communicate with those charged with govemnance regarding, among olher matters, the planned scope
and timing of tha audit and significant audit findings, including any significant deficiencies in internal contral
that we idenkify during our audil.



We also provide those charged with governance with a statement that we have complisd with relevant ethical
requirements regarding independence, and to communicate with therm all relationships and other matters that

may reasonably ba thought to bear on our indepandence, and where applicable, related safeguards.

Kubat Alymkulov

Cerified accountant, FCCA
Certificate of auditor of the Kyrgyz Republic No. A 0062
Audit Parinar, Baker Tilly Bishkek LLC

“Baker Tilly Bishkek® LLC,

License Series A No. 0048 |ssued by the State Committes
on Review and Regulation of the financial market of the
Kyrgyz Republic

May 24, 2019
Bishkek, the Kyrgyz Republic




“ENGAGING COMMUNITIES FOR BETTER SCHOOLS IN THE KYRGYZ REPUBLIC”
GRANT NO. TFOAS5035

SUMMARY OF FUNDS RECEIVED AND EXPENDITURES PAID
FOR THE PERIOD FROM JUNE 21, 2017 TO DECEMBER 31, 2017 AND
FOR THE YEAR ENDED DECEMBER 31, 2018

{in U3 Dollars)
Motes Far the year For the period Cumulathve
andad from
Decembar 31, June 2, 2017
2018 to December
3, 2097

Opening balance 4 #2324 738 . i
Funds received
Grant Mo, TFOAS03S B 630815 00,000 830,515
Todal funds recelved 630615 300,000 : 830815
Project expenses

Goods, works, consultenis’ $ervices and non-
conewlting sernces for tha prajec, including

iraining and oparating cosi i 581,147 75,282 668,400
Total project expenses 581,147 75,262 665,409
Foreign exchangs diferences &2 2
Closing balance 4 264 154 224, T34 264,154

J% A0 B,

Indira Uzbekova
Financial Director

May 24, 2019
Bishkek, the Kyrgyz Republic

Tha natas on pages B-14 form an megrel padt ol the srejes finandal staternents
The incependert auditors' rapait 18 on pages 3-8



"ENGAGING COMMUNITIES FOR BETTER SCHOOLS IN THE KYRGYZ REPUBLIC"
GRANT NO. TFOAS035

SUMMARY OF EXPENDITURES PAID BY PROJECT COMPONENTS

FOR THE PERIOD FROM JUNE 21, 2017 TO DECEMBER 21, 2017 AND FOR THE YEAR ENDED
DECEMBER 31, 2018

{in LIS Digiiars)
For the year For the period Cumulative
anded fram
December 31, June 21, 21T
2018 to Decembear
1, 2097
Component A, Community engagement procasses and
capacity building 428,022 44 561 472,883
Companent B, Micro-Grants for priority investmanis in
wrdgrprivileged schools - = =
Component C. Project managemend and administralion,
manitoring and evahsalion and knowledge dissemination 163,125 30,301 183,426
Se147 75262 666409

jf;fua__

Indira Uzbekowva
Firancial Director

May 24, 2018

May 24, 2012
Bishkeak, the Kyrgyz Republic

Bishkek. the Kyrgyz Republic

Thi netes on pages 814 farm gn integral parl of the project inanciad statements
The ndepencent auddors’ Moot B o0 pages 3-5,



“ENGAGING COMMUNITIES FOR BETTER SCHOOLS IN THE KYRGYZ REPUBLIC"
GRANT NO. TFOAS035

NOTES TO THE PROJECT FINANCIAL STATEMENTS
FOR THE PERIOD FROM JUNE 21, 2017 TO DECEMEBER 21, 2017 AND FOR THE YEAR
ENDED DECEMBER 31, 2018

(i US Dolars)

1.

GEMERAL INFORMATION

According ta the Grant agresmant the International Davelopmeant Association (the "Warld Bank™), acting
as administrator of grant funds provided by Japan ("Donor)” under the Japan Social Devalopment Fund,
pravided to Aga Khan Foundation Switzerland {the "Recipient”) for the benefit of Kyrgyz Republic, a
grant in an amount of 2, 730,000 US Dollars.

Project purpose

The objective of the Project is to develop inclusive approaches to citizen engagement that support
improvements in the accountability and responsivaness of teachers and school management in the
poorest districts and confribute to enkancing student parformance

The Project is to be implemented during 2017-2020 and comprises 3 components:

1. Companent A. Community Engagement Processes and Capacity-Building;

2. Companent B Micro-grants for Priority Investments in Underprivileged Schoals;

3. Cemponent C: Project Management and Administration. Monitoring and Evaluation, and Knowledge
Diszemination.

Component A: Community Engagement Processes and Capacity-Builaing.
Provision of supgort to:

1. Develop and sirengthen the school-level Board of Trusteas (the “BaT") as a platform for citizen
engagemenl through: (i) improving the functionality of the BoTs in the selected schoals; (i) strengthan
the capacity of BoTs in the selecied schools, and (ii) support the develsoment of BaTs networks at the
rayan eval and national level.

2. Improve access to information and build awareness on budget and performance in education through:
(i) supporing public posting of budget and performance information; and (i) supparting the proactive
reporing ard awareness building of budget and performance infarmation.

3. Citizen feedback and joint action through; (i) facilitalion of cilizen engagement; {ii} introducing " social
contracts” probess af school leval and (i) intreducing a collaborative epproach and building parinerships
with slakeholders through a community scorecard methodology and procass.

Component B: Micro-grants for Priority investments in Underprivileged Schools.

Pravision of Micro-grarts to selected underprivileged targeted schocds for micro-projects designed to: (i)
strengthen the capacity of stakehalders invaolved in the implementation of Pant A of the Project; (i) assist
schoods in the preparation of funding proposals; (i1) enable schools o participate in matching funds
application process for the implementation of one pricrity action through a competitive, community-
managed micro grants program; and (iv) support and monitor the implementation of funded actions.

Component C: Project Management and Administration, Monitoring and Evaluation, and
Knowledge Dissemination.

Provigion of support 1o the Recipient for; {i) Project management and administration, inaluding the Praject
n:nI:rnrdlnaHnrn and capacity building. (i) Project monitoring and evaluation; and (i) knowledge
dissemination.



Project management
Projact is implamanted by tha Branch office of the Aga Khan Foundation in the Kyrgyz Republic

The closing date of the Project is September 30, 2020,

PRESENTATION OF THE PROJECT FINANCIAL STATEMENTS
Basis of preparation

These project financial statements have bsen prepared in accordance with the International Public
Sector Accounting Standard (the “IPSAS") "Financial Reporting under the Cash Basis of Accounting”
issued by the Public Sector Committee of the International Federation of Accountants, and incorparate
the fallowing principal accounting policies, which have been consistently followed in all material respects
and comply with the World Bank's Financial Management Sectar Board's “Guidelines: Annual Financial
Reporting ard Auditing for World Bank Financed Activities™ (the "WE Guidelines').

Unger the cash basis approach income [or expenditure) is recognzed when cash is recaived {or paid)
irrespective of when goods or services are recenved or provided.

The Project's appraved budget disclosed by calegories of expenses is not publicly available and as such
comparnison of budget and actual amounts is nol presanted

Thesa project financial statements consist of:

» Summary of funds received and expenditures paid;

» Summary of expenditures paid by project componants;

= MNotes to the project financial statements, including short description of main statements of
accounting policy and other descriptive notes,

The reporting currency of these project financial statements is US Dollars (the “USD").

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash basis of accounting

The preject financial statements are prepared on a cash basis of accounting, The cash basis of
accounting recognzes transactions and events only when cash (including cash equivalents) is received
ar paic by the Project Project financial staterments prepared under the cash basis provide users with
information about the sources of cash raised during the periad, the purposes for which cash was used

and the cash balances at the reporting date. The measurement focus in the praject financial statements
is balances of cash and changas therein,

Foreign currency

Operaticns in foreign currency initial'y are accounted in functional currency using cumency exchange
rate setiied by commercial bank on a date of operalion,

All payments made in local currency ane translated into US dollars at the exchange rate defined by serving
commercial bank, at the date of transaction,

Monelary assels and liabilities expressed in foreign currency are converted to functional currency at
official exchange rate on a date seitled by the commercal bank

Neon-monetary items are valued according to their historic cost in foreign currency, which are
recalculated on rates of the initial operation date.



Cash and cash aquivalents

Cash and cash equivalents include cash on hand and due from banks, which can be converted to the
comesponding amaount of cash in the short term, Balances of advances paid to employees at the end of
Ihe pericd are aiso part of closing cash position.

Taxes

Calculation and payment of parsonal income tax and social security contributions from income of local
staff and consultanis is made in accordance with the requirements and rates of the Tax Code and
kegisiation of the Kyrgyz Republic.

Project expenses
The expenses ans recordad in the period when they were actually paid.
Sources of funds

Thi funds were provided by the World Bank to the Project by advance payment, replenishment of
designaled account,

1o



4, CASH AND CASH EQUIVALENTS

Cash and cash equivalents as at December 31, 2018 and December 31, 2017 comprise:

Currency December 31, December 31,
2018 2047
Specal account ush 262 414 224 531
Transit account KGS 1,606 a7
Advances pald o employees HGS 134 120
284,154 £24 734

5. FUNDS RECEIVED

The funds recelved are presented by the following financing methods and sources of financing:

Financing mathod: Faor the year For the period Cumulative
onded from
Decamber 31, June 21, 2017
2018 te December
31, 2017

Advances - 300,000 300,000
Replanishmenl 630515 - 630,615
B30.815 300,000 830,615

6. PROJECT EXPENSES

Project expenses by components are presented in the summary of expendituras paid by project
compaonents. Braakdown of Project expenses by nature and sources of financing is presanted as follows

For the yaar Faor ths perod Cumulative
ended from
December 31, June 21, 2017
2018 to Decembar
3, 2047
Training and workshops 280,980 21031 Ao g
Caonsultants' sarvices 154 823 27511 232 334
Goods 33,088 . 33,095
Operating coats:
Payrall and reteled laxes arsn 16,884 4805
Rent 30,258 G478 36,734
Office axpensaa 5,371 551 6,022
Trensporation and per diems 2,220 1.451 38T
Bank services £33 40 473
Qther 5,072 1,108 T80

591,147 75,262 66, 409

1



7. FINAMNCIAL POSITION

Financial position 28 at Decembar 31, 2018 and Decamber 31, 2017 is as follows:

December 31, December 31,
2018 2017

ASSETS AND EXPENDITURES

Cash and cash aquivelenis 254,154 224,738
Cumulative projact expenditures 656,408 o282
Foreign axchange loss 52 -
TOTAL ASSETS AND EXPENDITURES 030615 300,000
CUMMULATIVE FINANCING

Funds received B30615 00, 0830
TOTAL FINANCING B30.815 300,000

8. WITHDRAWAL APPLICATIONS

Withdrawal applications far the period from Juna 21, 2017 to December 31, 2017 and for thie year ended
December 31, 2018 comprise:

Far the year ended December 31, 2018

Sources of inancing # Dates Goods, works, Total
consul@arts’ services
and non-consulting
sarvices, including
tralming and
aperating cost

Grant Mo, TRRASO3S

2 March 13, 2018 134,077 134077
3 Junme 21, 2048 137 a87 137 GB7
4 Sepbember 24, 3018 188,738 1968, 738
5 Decemiber 20, 2018 181,812 181812

B0 615 530615

For the period from January 1, 2017 to December 31, 2017

Sources of financing # Dates Goods, works, Total
consultants’
services and non-
consulting services,
including training
and oparating cosi

Grant No. TEOASGIS 1-1 January 17,2017 300000 300,000

300,000 300,000




8. STATEMENT OF DESIGNATED ACCOUNT

Siatement of designated aceount for the pariod from June 21, 2017 to Dacamber 31, 2017 and for the
year ended December 31, 2018 comprises:

Special account Grant No. TFOAS03S

Bank “Hyrgyz Investment and Credil Bank" CISC
Currency LS Dollars

Bank account 12B0016040525401

Bank's location 21 Erkindik avenue, Bishkak, Kyrgyz Republic
Description US Daollars
Balance as at Decembaer 31, 2016 -
Advance 300,000
Total funds received to a designated account ) 300,000
Expandifures paid 2,851
Transfarmad {o transi accound 74,818
Balance as at December 31, 2017 224 531
Raplenishrmani 630,615
Total funds received to a special account B30 815
E xpenditures paid 100,291
Trangferred lo fansil account 482 441
Balance as at December 31, 2018 262 414

10. UNDRAWN FUNDS
Undrawn funds &3 at December 31, 2017 and 2018 comprisa.

Grant Mo. TFOASDAS

Approveed grant amount 2,730,000
Disbursed for period from Jume 21, 2017 to December 31, 2018 830,818
Undraswr armount 1,788,385
Grant No. TFOAS03S
Disbursed for pariod from June 21, 2017 to December 31, 2017 300, D0
Disbursed far the year endad December 3%, 2018 630,615
Todal 830,615

11. COMMITMENTS

In the normal course of activitles, the Project concludes agreements with suppliers of goods and
services in accordance with the established budget and procurement plan, As at Decermber 31, 2018 the
Project had no any commitmeants.



13.

14,

GOING CONCERN
The closing date of the Project is September 30, 2020.

LEGAL CASES

There were no any legal cases ralated to the Project.

EVENTS AFTER THE REPORTING DATE

Aftar the reporting period until the date of issue of the project financial statements the Woarld Bank
pravided financing ko the Project as follows:

Value Date Financing method Mo, Grant No, TFOASDIS
dpril 5, 2018 Repenshment ] e 53 329
83 3729

As al the dale of issue of the project financial statements no other significant events or ransactions

occurred, axcept for the events or transactions described above.

14



