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To the shareholder of High Voltage Electrical Networks CJSC 

Qualified Opinion 

We have audited the financial statements of High Voltage Electrical Networks CJSC (the “Company”), 

which comprise the statement of financial position as of 31 December 2021, and the statement of profit or 

loss and other comprehensive income, statement of changes in equity 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, except for the possible effects of the matter described in the Basis for Qualified Opinion 

section of our report, the accompanying financial statements give a true and fair view of the financial 

position of the Company as of 31 December 2021, and of its financial performance and its cash flows for 

the year then ended in accordance with International Financial Reporting Standards (“IFRSs”). 

Basis for Qualified Opinion 

As described in note 4 to the financial statements, in December 2019 the Company has unilaterally 

terminated construction contract with a Chinese company, due to the latter’s inability to timely complete 

construction works. As a result, the construction works have been suspended thereafter. The cost of 

construction works amounts to drams 6,428,104 thousand as of 31 December 2021 and drams 6,428,104 

thousand as of 31 December 2020. Management of the Company is uncertain about the recoverability of 

the cost of the works included in the property and equipment as of 31 December 2021, nonetheless no 

provision for impairment has been recognized in the financial statements as of 31 December 2021 and 31 

December 2020. Due to the specific nature of the asset we were unable to determine ourselves the 

amount of impairment loss, if any, that need to be recognized in the financial statements as of 31 

December 2021.  

Additionally, these financial statements include advances given at the amount of drams 340,423 

thousand as of 31 December 2021 and 31 December 2020 included in non-current prepayments under 

note 6 and trade payables at the amount of drams 1,066,603 thousand as of 31 December 2021 and 

drams 1,160,904 thousand as of 31 December 2020 included in trade and other payables under note 15 

in relation with this contract. We were unable to obtain confirmation of the above amounts directly from 

the contractor, as well as were not able to satisfy ourselves as to the accuracy of these amounts by 

alternative audit procedures.       

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 Company 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, including the law 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 qualified opinion. 

Independent auditor’s 
report 
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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 Company’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 management either intends to liquidate the Company or to 

cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’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: 

 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 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 Company’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 Company’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 Company 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. 
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In thousand drams 
Note  

As of 31 
December 2021  

As of 31 
December 2020 

Assets      

Non-current assets      

Property, plant and equipment 4  103,966,535  93,569,142 

Intangible assets   74,682  87,362 

Deferred income tax assets 5  697,765  764,073 

Non-current prepayments  6  7,735,557  6,322,075 

Long-term receivables  7  -  123,626 

   112,474,539  100,866,278 

Current assets      

Inventories 8  1,779,754  2,117,923 

Trade and other receivables 7  738,569  1,751,832 

Current income tax assets   212,777  - 

Term deposits  9  7,056,973  5,632,615 

Cash and cash equivalents 10  6,610,758  11,154,988 

   16,398,831  20,657,358 

      

Non-current assets classified as held for sale 11  -  9,744,530 

      

Total assets       128,873,370   131,268,166 

  

Statement of financial position 
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In thousand drams 
Note  

Year ended 31 
December 2021  

Year ended 31 
December 2020 

Revenue 16  3,133,110  7,504,611 

Cost of sales 17  (4,744,150)  (4,557,628) 

Gross profit   (1,611,040)  2,946,983 

      

Other income 18  1,276,534  289,827 

Administrative expenses 19  (1,150,759)  (1,114,062) 

Other expenses 20  (668,746)  (371,740) 

Results from operating activities   (2,154,011)  1,751,008 

      

Finance income 21  2,170,298  1,746,972 

Finance costs 22  (1,228,927)  (1,541,084) 

Gain/(loss) from exchange differences, net 23  12,899,842  (11,749,688) 

Profit/(loss) before income tax   11,687,202  (9,792,792) 

      

Income tax expense 24  (66,308)  (782,205) 

Profit/(loss) for the year   11,620,894  (10,574,997) 

      

Other comprehensive income   -  - 

Total comprehensive income for the year   11,620,894  (10,574,997) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to and forming 
part of the financial statements set out on pages 11 to 41. 

Statement of profit or loss and 
other comprehensive income 
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In thousand drams 
Share 
capital  

Share 
redemption 

deficit  
Reserve 

capital  

Accumulated 

profit  Total 

as of 1 January 2020 9,610,620  (49,284)  451,842  15,848,834  25,862,012 

Loss for the year -  -  -  (10,574,997)  (10,574,997) 

Total comprehensive income for the year -  -  -  (10,574,997)  (10,574,997) 

          

Increase in share capital  1,240,513  -  -  (1,240,513)  - 

Redemption of shares (10,494)  (14,516)  -  -  (25,010) 

Transfer to reserve capital  -  -  121,951  (121,951)  - 

Transactions with owners 1,230,019  (14,516)  121,951  (1,362,464)  (25,010) 

          

as of 31 December 2020 10,840,639  (63,800)  573,793  3,911,373  15,262,005 

          

Profit for the year -  -  -  11,620,894  11,620,894 

Total comprehensive income for the year -  -  -  11,620,894  11,620,894 

          

Increase in share capital  1,234,507  -  -  (1,228,358)  6,149 

Redemption of shares (1,442,831)  (585,675)  -  -  (2,028,506) 

Transactions with owners (208,324)  (585,675)  -  (1,228,358)  (2,022,357) 

          

as of 31 December 2021 10,632,315  (649,475)  573,793  14,303,909  24,860,542 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
The statement of changes in equity is to be read in conjunction with the notes to and forming part of the financial statements 
set out on pages 11 to 41. 

Statement of changes in equity 
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In thousand drams Year ended 31 
December 2021  

Year ended 31 
December 2020 

Cash flows from operating activities    

Profit/(loss) for the year 11,620,894  (10,574,997) 

Adjustments for:    

Depreciation, amortization and impairment 3,312,661  3,360,402 

Loss on disposal of property, plant and equipment 11,222  28,683 

Finance costs 1,228,927  1,541,084 

Finance income (2,170,298)  (1,746,972) 

Profit from sale of assets held for sale (1,254,123)  - 

Income from grants  (702)  (1,568) 

Income tax expense 66,308  782,205 

Foreign exchange (gain)/loss (12,899,842)  11,749,688 

Operating (loss)/profit before working capital changes (84,953)  5,138,525 

    

Change in trade and other receivables 1,166,417  385,433 

Change in inventories 300,177  57,678 

Change in trade and other payables 554,360  1,946,685 

Cash generated from operations 1,936,001  7,528,321 

    

Income tax paid (771,642)  (1,204,402) 

Net cash from operating activities 1,164,359  6,323,919 

    

Cash flows from investing activities    

Payments made for acquisitions of capital assets (3,648,886)  (13,581,643) 

Proceeds from disposal of assets held for sale 1,785,033  - 

Provision of borrowings  -  (11,000) 

Repayment of borrowings  7,906  - 

(Investment)/repayment of term deposits  (1,487,269)  155,406 

Interest income received 1,506,284  1,549,001 

Net cash used in investing activities (1,836,932)  (11,888,236) 

    

Cash flows from financing activities    

Proceeds from grants  111,100  150,213 

Repurchase of shares (2,003,661)  (29) 

Proceeds from loans and borrowings  3,697,731  10,170,950 

Repayment of loans and borrowings  (2,511,779)  (1,853,910) 

Interest paid (3,140,790)  (2,103,817) 

Net cash from financing activities (3,847,399)  6,363,407 

    

Net (decrease)/increase in cash and bank balances (4,519,972)  799,090 

Foreign exchange effect on cash (24,258)  (739) 

Cash and bank balances at the beginning of the year 11,154,988  10,356,637 

Cash and bank balances at the end of the year 6,610,758  11,154,988 

 

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 11 to 41. 

Statement of cash flows 
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1 Nature of operations and general information 

High Voltage Electrical Networks CJSC (the “Company”) was established through reorganization of High 

Voltage Electrical Networks subsidiary of ArmEnergo SCJSC in accordance with the Republic of Armenia 

Government decree #450 dated 27 July 1998 and is a legal successor of it. The Company was registered 

as a closed joint stock company on 21 August 1998.  

The Company is operating under the license # 0006 “On transmission of electricity in the Republic of 

Armenia” issued by the Ministry of Energy of the Republic of Armenia on 18 June 1999.  

100% of the Company shares belong to the Government of the Republic of Armenia represented by the 

Ministry of Territorial Administration and Infrastructure of the Republic of Armenia. 

The Company’s principal activity is transmission of electric power to Armenian and foreign consumers 

through electric networks located in Armenia.   

The Company has 5 branches:  

 Western Branch; 

 Goris Branch;  

 Zangezur Branch;  

 Southern branch 

 North - Eastern Branch;  

The Company also operates a wind power plant located in Lori region of Armenia with total production 

capacity of 2.64 megawatt. 

The Company’s activities, including tariff policy are regulated by the Public Services Regulatory 

Commission of the Republic of Armenia.  

The Company has already successfully implemented and is now implementing a number of construction 

and rehabilitation works, foreseen by investment and grant projects financed by the Government of the 

Republic of Armenia and international financial institutions and banks. 

The average number of employees of the Company during 2021 was 602 employees (2020: 631 

employees). 

The legal address of the Company is 1 Zoravar Andranik street, Yerevan, 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 Company operates on a going concern basis. 

2.2 Basis of measurement 

The financial statements have been prepared on an accruals basis and under the historical cost 

convention with the exception of certain financial instruments that are stated at present discounted value 

of future cash flows. 

 

Notes to the financial statements 
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2.3 Functional and presentation currency 

The national currency of Armenia is the Armenian dram (“dram”), which is the Company’s functional 

currency, since this currency best reflects the economic substance of the underlying events and 

transactions of the Company. 

These financial statements are presented in Armenian drams (unless otherwise stated), 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 26 to the 

financial statements.  

2.5 Adoption of new and revised standards 

In the current year the Company 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 2021. 

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 2021 

New standards and amendments described below and applied for the first time in 2021 did not have an 

impact on the annual financial statements of the Company: 

 

Standard  Title of Standard or Interpretation 

Various Interest Rate Benchmark Reform Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 
16, IFRS 4, IFRS 7) 

 

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

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 Company. 

Management anticipates that all of the relevant pronouncements will be adopted in the Company’s 

accounting policies for the first period beginning on or after the effective date of the pronouncement.  

Management does not anticipate an impact on the Company’s financial statements from these Standards 

and Amendments, they are presented below:  

Standard  Title of Standard or Interpretation 
Effective for reporting periods 

beginning on or after 

IFRS 16 COVID-19 Rent Related Concessions beyond 
30 June 2021 

1 April 2021 

IFRS 3 References to the conceptual framework 
(Amendments to IFRS 3) 

1 January 2022 
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IAS 16 Proceeds before intended use (Amendments to 
IAS 16) 

1 January 2022 

IAS 37 Onerous contracts – costs of fulfilling a contract 
(Amendments to IAS 37) 

1 January 2022 

IFRS 1, IFRS 9, IAS 
41, IFRS 16 

Annual improvements to IFRS Standards 2018-
2020 cycle (Amendments to IFRS 1, IFRS 9, IAS 
41, IFRS 16) 

1 January 2022 

IFRS 4 Extension of the Temporary Exemption from 
Applying IFRS 9 (Amendments to IFRS 4) 

1 January 2023 

IFRS 17 Initial application of IFRS 17 and IFRS 9 – 
Comparative information (Amendment to IFRS 
17) 

1 January 2023 

IAS 1 Classification of liabilities as current or non-
current (Amendment to IAS 1) 

1 January 2023 

IAS 12 Deferred Tax related to Assets and Liabilities 
arising from a Single Transaction (Amendments 
to IAS 12) 

1 January 2023 

3 Significant accounting policies 

3.1 Foreign currencies 

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 480.14 

drams for 1 US dollar and 542.61 drams for 1 euro as of 31 December 2021 (31 December 2020: 522.59 

drams for 1 US dollar and 641.11 drams for 1 euro). Non-monetary items are not retranslated and are 

measured at historic cost (translated using the exchange rates at the transaction date), except for non-

monetary items carried at fair value that are denominated in foreign currencies which are retranslated at 

the rates prevailing on the date when the fair value was determined.  

Exchange differences arising on the settlement and retranslation of monetary items, are included in profit 

or loss for the period.  

3.2 Property, plant and equipment 

Property, plant 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 an item of property, plant and equipment comprises 

major components having different useful lives, they are accounted for as separate items of property, 

plant and equipment. 

Properties in the course of construction for production, 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 Company’s accounting policy.  

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 

determined as the difference between the sales proceeds and the carrying amount of the asset and is 

recognized in profit or loss. 

Expenditure to replace a component of an item of property, plant and equipment that is accounted for 

separately is capitalized with the carrying amount of the component being written off. Other subsequent 

expenditure is capitalized if future economic benefits will arise from the expenditure. All other 

expenditure, including repair and maintenance, is recognized in profit or loss as incurred. 
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Depreciation 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 individual assets. Depreciation commences when assets are available 

for use. The estimated useful lives are as follows: 

Buildings and constructions -  30-50  years 

Transmission lines -  30-50  years 

Machinery and equipment  -   5-20  years 

Vehicles -   5-20  years 

Fixtures, fittings and other -   5-10  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 Company 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 as follows:  

Licenses and patents - 5 years 

Software  - 5-10 years 

 

3.4 Impairment of property, plant and equipment and intangible assets 

Assets that have an indefinite useful life are not subject to amortization and are tested annually for 

impairment. Assets that are subject to amortization are reviewed for impairment whenever events or 

changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss 

is recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. 

Recoverable amount is the higher of net selling price and value in use. If the recoverable amount of an 

asset or cash-generating unit is estimated to be less than its carrying amount, the carrying amount of the 

asset or cash-generating unit is reduced to its recoverable amount. Impairment losses are recognized as 

an expense immediately, unless the relevant asset is carried at a revalued amount, in which case the 

impairment loss is treated as a revaluation decrease. 

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating 

unit is increased to the revised estimate of its recoverable amount, but so that the increased carrying 

amount does not exceed the carrying amount that would have been determined had no impairment loss 

recognized for the asset or cash-generating unit in prior years. A reversal of an impairment loss is 

recognized as income immediately, unless the relevant asset is carried at a revalued amount, in which 

case any reversal of impairment loss is treated as a revaluation increase. 

3.5 Leased assets 

The Company as a lessor 

As a lessor the Company classifies its leases as either operating or finance leases. 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to 

ownership of the underlying asset, and classified as an operating lease if it does not. 

3.6 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 
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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. 

3.7 Financial instruments 

Recognition and derecognition 

Financial assets and financial liabilities are recognized when the Company 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 substantially all 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). 

Financial assets, other than those designated and effective as hedging instruments, are classified into the 

following categories: 

 amortized cost 

 fair value through profit or loss (FVTPL) 

 fair value through other comprehensive income (FVOCI). 

The classification is determined by both: 

 the Company'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 profit or loss 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 Company's financial assets by category is 

presented in note 27.2. 

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 

 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 Company’s cash and cash 

equivalents, term deposits, trade and most other receivables fall into this category of financial 

instruments. 
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Impairment of financial assets 

IFRS 9’s impairment requirements use more forward-looking information to recognize expected credit 

losses – the “expected credit loss (ECL) model”. Instruments within the scope of IFRS 9 requirements 

included trade receivables, term deposits, cash and bank balances. 

Recognition of credit losses is no longer dependent on the Company first identifying a credit loss event. 

Instead the Company considers a broader range of information when assessing credit risk and measuring 

expected credit losses, including past events, current conditions, reasonable and supportable forecasts 

that affect the expected collectability of the future cash flows of the instrument. 

In applying this forward-looking approach, a distinction is made between: 

 financial instruments that have not deteriorated significantly in credit quality since initial recognition or 

that have low credit risk (“Stage 1”) and 

 financial instruments that have deteriorated significantly in credit quality since initial recognition and 

whose credit risk is not low (“Stage 2”). 

“Stage 3” would cover financial assets that have objective evidence of impairment at the reporting date. 

“12-month expected credit losses” are recognized for the first category while “lifetime expected credit 

losses” are recognized for the second category. 

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit 

losses over the expected life of the financial instrument. 

Trade and other receivables  

The Company makes use of a simplified approach in accounting for trade and other receivables 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. In calculating, the Company uses its historical experience, external indicators and forward-

looking information to calculate the expected credit losses using a provision matrix. 

The Company assess impairment of trade receivables on a collective basis as they possess shared credit 

risk characteristics they have been grouped based on the days past due. Refer to note 28 for a detailed 

analysis of how the impairment requirements of IFRS 9 are applied. 

Classification and measurement of financial liabilities 

The Company's financial liabilities include loans and borrowings, trade and other payables. A summary of 

the Company's financial liabilities by category is presented in note 27.2. 

Loans and borrowings 

Loans and borrowings are recognized initially at fair value, net of issuance costs associated with the 

borrowing. The difference between fair value and nominal value is recognized in profit or loss, except 

when the borrowing was received from the owners. In this instance the difference between fair value and 

nominal value is recognized in equity as additional capital. Subsequent to initial recognition, loans and 

borrowings are stated at amortized cost with any difference between cost and redemption value 

recognized in profit or loss over the period of the borrowings on an effective interest basis. Interest and 

other costs incurred in connection with borrowings are expensed as incurred as part of finance expenses, 

except for the borrowing costs that are directly attributable to the acquisition, construction or production of 

a qualifying asset, which are capitalized as part of that asset. 

Trade and other payables 

Trade and other payables are stated at fair value and subsequently stated at amortized cost. 

3.8 Cash and cash equivalents 

Cash and bank balances comprise cash on hand, bank accounts and short-term bank deposits. 

For the purpose of the statement of cash flows, cash equivalents are on-demand deposits, together with 

other short-term, highly liquid investments that are readily convertible into known amounts of cash and 
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which are subject to an insignificant risk of changes in value. Cash equivalents are held for the purpose 

of meeting short-term cash commitments rather than for investment or other purposes. The Company 

classifies investments as a cash equivalent if it is readily convertible to a known amount of cash and is 

subject to an insignificant risk of changes in value. 

3.9 Non-current assets classified as held for sale 

If the Company intends to sell non-current assets or groups of assets, and if the sale is highly probable to 

be carried out within 12 months, the asset or group of assets is classified as held for sale and presented 

as such in the statement of financial position. 

Assets classified as held for sale are measured at the lower of their carrying amounts, immediately prior 

to their classification as held for sale and their fair value less costs to sell. They are not subject to 

depreciation or amortization. Held for sale assets, however, such as financial assets or deferred tax 

assets, are measured as usual. 

Any profit or loss arising from the sale or revaluation of held for sale assets is included in “other income” 

or “other expense”, respectively, in the statement of profit or loss and other comprehensive income. Any 

revaluation surplus remaining in equity on disposal of the asset is transferred to the accumulated profit. 

The Company measures a non-current asset that ceases to be classified as held for sale at the lower of:  

(a) its carrying amount before the asset was classified as held for sale, adjusted for any depreciation, 

amortisation or revaluations that would have been recognised had the asset not been classified as held 

for sale, and  

(b) its recoverable amount at the date of the subsequent decision not to sell or distribute. 

3.10 Equity 

Equity instruments issued by the Company are recorded at the proceeds received.  

Share capital represents the nominal value of shares that have been issued.  

Share premium includes any premium received on issue of share capital. Any transaction costs 

associated with issuing of shares are deducted from share premium, net of any related income tax 

benefits. 

Share redemption deficit is the negative difference between the nominal value of the shares repurchased 

or redeemed and the value of the consideration transferred.  

Retained earnings include all current and prior period retained profits. 

All transactions with owners are recorded separately within equity. 

Dividends are recognized as a liability in the period in which they are declared.  

3.11 Borrowing costs  

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying 

asset are capitalized as part of the cost of that asset. Other borrowing costs are recognized as an 

expense in the period in which they are incurred. The Company begins capitalizing borrowing costs as 

part of the cost of a qualifying asset on the commencement date, which is the date when the Company 

first meets all of the following conditions: it incurs expenditures for the asset, it incurs borrowing costs, it 

undertakes activities that are necessary to prepare the asset for its intended use or sale.  

To the extent that the Company borrows funds specifically for the purpose of obtaining a qualifying asset, 

the Company determines the amount of borrowing costs eligible for capitalization as the actual borrowing 

costs incurred on that borrowing during the period less any investment income on the temporary 

investment of those borrowings. 

To the extent that the Company borrows funds generally and uses them for the purpose of obtaining a 

qualifying asset. The Company determines the amount of borrowing costs eligible for capitalization by 

applying a capitalization rate to the expenditures on that asset. The capitalization rate is calculated as the 

weighted average of the borrowing costs applicable to the borrowings of the Company that are 
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outstanding during the period, other than borrowings made specifically for the purpose of obtaining a 

qualifying asset. 

Capitalization of borrowing costs is suspended during extended periods in which the Company suspends 

active development of a qualifying asset. Capitalization of borrowing costs is ceased when substantially 

all the activities necessary to prepare the qualifying asset for its intended use or sale are complete. 

3.12 Grants 

Grants are not recognized until there is reasonable assurance that the Company 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. 

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. Grants that are receivable as compensation for 

expenses or losses already incurred or for the purpose of giving immediate financial support to the 

Company with no future related costs are recognized in profit or loss in the period in which they become 

receivable. 

3.13 Provisions 

A provision is recognized in the statement of financial position when the Company has a legal or 

constructive obligation as a result of past event, and it is probable that an outflow of economic benefits 

will be required to settle the obligation. If the effect is material, provisions are determined by discounting 

the expected future cash flows at a pre-tax rate that reflects current market assessments of the time 

value of money and, where appropriate, the risks specific to the liability. 

3.14 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. 

Deferred tax is recognized on temporary differences between the carrying amounts of assets and 

liabilities in the financial statements and the corresponding tax bases used in the computation of taxable 

profit. Deferred tax liabilities are generally recognized for all taxable temporary differences. Deferred tax 

assets are generally recognized for all deductible temporary differences to the extent that it is probable 

that taxable profits will be available against which those deductible temporary differences can be utilized. 

Such deferred tax assets and liabilities are not recognized if the temporary difference arises from the 

initial recognition (other than in a business combination) of other assets and liabilities in a transaction that 

affects neither the taxable profit nor the accounting profit. 

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced 

to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part 

of the asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in 

which the liability is settled or the asset realized, based on tax rates (and tax laws) that have been 

enacted or substantively enacted by the end of the reporting period. The measurement of deferred tax 

liabilities and assets reflects the tax consequences that would follow from the manner in which the 

Company expects, at the end of the reporting period, to recover or settle the carrying amount of its assets 

and liabilities.  

3.15 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: 

(a) wages, salaries and bonuses; 
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(b) paid annual leaves and paid disability leaves. 

When employees render services to the Company during the accounting period, the Company 

recognizes the undiscounted amount of short-term employee benefits expected to be paid in exchange 

for that service: 

(a) as a liability (accrued expense), after deducting any amount already paid. If the amount already 

paid exceeds the undiscounted amount of the benefits, the Company shall recognize that excess 

as an asset (prepaid expense) to the extent that the prepayment will lead to a reduction in future 

payments or a cash refund. 

(b) as an expense, unless the amount is included in the cost of an asset. 

Paid absences 

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

(a) in the 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 Company 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 Company has no realistic alternative but to make 

the payments. 

3.16 Revenue 

Contract revenue 

Revenue arises mainly from electric power transmission services. The Company also has limited 

production and sale of electric power.  

To determine whether to recognize revenue, the Company follows a 5-step process: 

1. Identifying the contract with a customer 

2. Identifying the performance obligations 

3. Determining the transaction price 

4. Allocating the transaction price to the performance obligations 

5. Recognizing revenue when/as performance obligations are satisfied. 

Revenue is recognized either at a point in time or over time, when (or as) the Company satisfies 

performance obligations by transferring the promised goods or services to its customers. 

Electric power transmission 

Revenue from electricity transmission is recognised in profit or loss on monthly basis based on an act of 

services rendered containing the physical volume of electricity transmitted according to the concluded 

contracts. The act is prepared based on a monthly summary report of electricity consumption (prepared 

in physical volumes). 

 

Sale of electric power 

The revenue form supply of electricity is recognized at the moment when the control is transferred to the 

customer. The transfer of control happens when the electricity is delivered to the customer. There is 

limited judgement needed in identifying the point control passes: once physical delivery of the products to 
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the agreed location has occurred, the Company no longer has physical possession, usually will have a 

present right to payment. 

 

The Company recognizes contract liabilities for consideration received in respect of unsatisfied 

performance obligations and reports these amounts as advances from customers in the statement of 

financial position. Similarly, if the Company satisfies a performance obligation before it receives the 

consideration, the Company recognizes either a contract asset or a receivable in its statement of financial 

position, depending on whether something other than the passage of time is required before the 

consideration is due. 

Interest income 

Interest income is accrued on a timely basis, by reference to the principal outstanding and at the effective 

interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the 

expected life of the financial asset to that asset’s net carrying amount. 

Rental income 

The Company earns income from acting as a lessor in operating leases which do not transfer 

substantially all of the risks and rewards incidental to ownership of the property. Rental income arising 

from operating leases is accounted for on a straight-line basis over the lease term and is included in other 

income. 
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4 Property, plant and equipment 

In thousand drams 

Land  

Buildings 
and 

constructions  
Transmission 

lines   

 Machinery 
and 

equipment    Vehicles   

 Fixture, 
fittings and 

other   
 Construction 

in progress   Total 

Cost                 

as of 1 January 2020 1,618,834  8,574,505  81,130,209  59,584,526  1,331,298  2,347,620  44,048,840  198,635,832 

Additions 11,642  2,870  1,055  3,799  -  9,838  12,206,917  12,236,121 

Disposals -  (8,737)  (251,737)  (60,051)  (57,783)  (9,355)  -  (387,663) 

Internal movement  -  7,442  2,660,967  26,154  1,064  (7,534)  (2,688,093)  - 

Transfer to inventories  -  -  -  -  -  -  (13,931)  (13,931) 

Reclassification to assets held for sale  -  -  (15,318,383)  -  -  -  -  (15,318,383) 

as of 31 December 2020 1,630,476  8,576,080  68,222,110  59,554,428  1,274,579  2,340,569  53,553,734  195,151,976 

                

Additions 26,044  192,972  195,332  47,463  43,658  33,767  13,076,189  13,615,425 

Disposals -  (23,533)  (18,097)  (182)  (13,665)  (363)  (6,207)  (62,047) 

Transfer from inventory -  -  -  16,651  -  -  -  16,651 

Internal movement -  881,233  440,013  3,842,805  -  196,024  (5,360,075)  - 

Transfer from assets held for sale  -  -  -  -  87,450  9,381  -  96,831 

as of 31 December 2021 1,656,520  9,626,752  68,839,359  63,461,165  1,392,022  2,579,378  61,263,640  208,818,836 

                

Accumulated depreciation                

as of 1 January 2020 -  5,709,781  52,364,196  41,270,861  608,878  1,602,429  -  101,556,145 

Charge for the year -  244,498  1,196,327  1,691,520  96,662  116,188  -  3,345,195 

Eliminated on disposal -  (7,353)  (213,465)  (59,856)  (31,402)  (5,424)  -  (317,500) 

Internal movement  -  5,452  -  -  580  (6,032)  -  - 

Reclassification to assets held for sale -  -  (5,650,373)  -  -  -  -  (5,650,373) 

as of 31 December 2020 -  5,952,378  47,696,685  42,902,525  674,718  1,707,161  -  98,933,467 

                

Charge for the year -  266,669  978,587  1,804,817  113,449  110,535  -  3,274,057 

Eliminated on disposal -  (23,532)  (16,654)  (182)  (10,160)  (297)  -  (50,825) 

Transfer from assets held for sale  -  -  -  -  16,880  3,431  -  20,311 

as of 31 December 2021 -  6,195,515  48,658,618  44,707,160  794,887  1,820,830  -  102,177,010 
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Accumulated impairment                 

as of 1 January 2020 -  7,342  147,171  1,901,708  1,820  17,475  613,926  2,689,442 

Reversal of impairment  -  -  -  282  -  1,123  -  1,405 

Impairment charge  -  -  (37,532)  (195)  -  (3,753)  -  (41,480) 

as of 31 December 2020 -  7,342  109,639  1,901,795  1,820  14,845  613,926  2,649,367 

                

Impairment charge  -  1,267  -  22,935  -  1,722  -  25,924 

as of 31 December 2021 -  8,609  109,639  1,924,730  1,820  16,567  613,926  2,675,291 

                

Carrying amount                

as of 31 December 2020 1,630,476  2,616,360  20,415,787  14,750,108  598,041  618,563  52,939,807  93,569,142 

as of 31 December 2021 1,656,520  3,422,628  20,071,102  16,829,275  595,315  741,981  60,649,714  103,966,535 
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Construction in progress  

Construction in progress represents cost of construction works implemented in the framework of the 

energy system rehabilitation projects, financed by International Financial Institutions and the Government 

of the Republic of Armenia.  

Construction in progress includes capitalized costs of transmission line and Noravan substation within the 

scope of the "Iran-Armenia 400 kV third Transmission line and respective substation" project at the 

amount of drams 49,584,045 thousand (31 December 2020: drams 36,584,953 thousand).  

Total value of the project is estimated to be 107,900 thousand Euro and is expected to be completed at 

the end of 2022. 

 

Transfer from construction in progress to other classes of property, plant and equipment of drams 

5,360,075 thousand under “Internal movement” relates to reconstruction of Ashnak substation. 

Construction in progress also includes drams 6,428,104 thousand related to restoration of Shinuhair and 

Agarak substation 2. As described in note 15, in December 2019, the Company has unilaterally 

terminated the contract signed with its Chinese contractor Liaoning-Efacec Electrical Equipment Co.LTD 

in May 2016 for restoration of Shinuhair and Agarak substation 2. The basis for unilateral termination was 

continuing non-performance of the contractor and breach of contract deadlines affecting timely 

completion of the construction works. As a result, the reconstruction works were not completed. As of 31 

December 2021 the Company is uncertain about possibility of the completion of the project, and whether 

the amounts recognized in property, plant, plant and equipment will be fully recoverable. Nonetheless no 

impairment loss was recognized in respect of that amount. 

 

The remaining part of the construction in progress mainly relates to design, supply and installation of 

rehabilitation of 110 kV Charentsavan-3 and 110 kV Vanadzor-1 substations, at the amount of 

drams1,164,304 thousand and drams 2,303,511 thousand respectively. 

 

The cost of property and equipment includes capitalized borrowing costs at the amount of drams 

1,923,153 thousand (2020: drams 1,551,723 thousand).  

 

Mortgages and pledges 
 

Property and equipment of the Company at the carrying amount of drams 33,795,234 thousand have 

been pledged as a security for loans and borrowings as of 31 December 2021 (31 December 2020: 

drams 34,663,722 thousand).  

Depreciation charge has been distributed among the following items: 

In thousand drams 
Year ended 31 

December 2021   

 Year ended 31 
December 2020  

Cost of sale  3,182,837  3,005,942 

Administrative expenses   91,220  93,901 

Other expenses  -  245,352 

 3,274,057  3,345,195 

5 Deferred income tax assets 

The movement of deferred income taxes is disclosed below: 

In thousand drams 

 2021  2020 

Balance at the beginning of year 764,073  876,712 

Recognized in profit or loss  (66,308)  (112,639) 

Balance at the end of year 697,765  764,073 
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Deferred income taxes for the year ended 31 December 2021 can be summarized as follows: 

In thousand drams 

1 January 
2021  

Recognized  

in profit or 
loss  

31 December 
2021 

Deferred income tax assets      

Trade and other receivables 6,197  (6,197)  - 

Prepayments received  1,644,678  (1,644,678)  - 

Trade and other payables  385,424  (18,081)  367,343 

Non-current assets classified as held for sale 3,194  (3,194)  - 

Grants related to assets  26,017  48  26,065 

Tax losses to carry forward  -  1,848,484  1,848,484 

Inventories  11,214  (255)  10,959 

 2,076,724  176,127  2,252,851 

Deferred income tax liabilities      

Property, plant and equipment and intangible assets  793,627  284,092  1,077,719 

Loans and borrowings  519,024  (41,657)  477,367 

 1,312,651  242,435  1,555,086 

Net position – deferred income tax assets 764,073  (66,308)  697,765 

 

Deferred income taxes for the year ended 31 December 2020 can be summarized as follows: 

In thousand drams 

1 January 
2020  

Recognized  

in profit or 
loss  

31 December 
2020 

Deferred income tax assets      

Trade and other receivables 41,825  (35,628)  6,197 

Prepayments received  1,648,278  (3,600)  1,644,678 

Trade and other payables  75,752  309,672  385,424 

Non-current assets classified as held for sale 3,194  -  3,194 

Grants related to assets  26,125  (108)  26,017 

Provisions  105,638  (105,638)  - 

Inventories  11,214  -  11,214 

 1,912,026  164,698  2,076,724 

Deferred income tax liabilities      

Property, plant and equipment and intangible assets  696,350  97,277  793,627 

Loans and borrowings  338,964  180,060  519,024 

 1,035,314  277,337  1,312,651 

Net position – deferred income tax assets 876,712  (112,639)  764,073 

6 Non-current prepayments  

In thousand drams 

 
As of 31 

December 2021   
As of 31 

December 2020 

Prepayments for acquisition of non-current assets  6,887,833  5,466,517 

Upfront fees on loans  847,525  847,525 

Other  199  8,033 

 7,735,557  6,322,075 
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7 Trade and other receivables 

 In thousand drams As of 31 
December 2021   

As of 31 
December 2020 

Financial assets    

Trade receivables on transmission of electricity 341,442  1,305,106 

Other receivables 50,397  31,399 

 391,839  1,336,505 

Non-financial assets    

Prepayments for goods and services  45,285  123,474 

Prepaid taxes 297,662  413,674 

Other  3,783  1,805 

 738,569  1,875,458 

 

The net carrying value of trade receivables is considered a reasonable approximation of fair value.  

The average credit period on sale of services is 40 days (2020: 63 days). No interest is charged on the 

trade receivables. Trade receivables are contractually due within one month. 

Note 28 (b) includes disclosures relating to the credit risk exposures.  

Trade receivables are denominated in Armenian drams. 

8 Inventories 

In thousand drams As of 31 
December 2021   

As of 31 
December 2020 

Spare parts  327,594  347,427 

Construction materials  238,208  657,780 

Materials 832,110  723,970 

Other 381,842  388,746 

 1,779,754  2,117,923 

9 Term deposits  

Term deposits are held with local banks at the average annual interest rate of 9.8% and mature in 2022.  

Refer to note 28 for the currencies in which term deposits are denominated. 

10 Cash and cash equivalents  

In thousand drams As of 31 
December 2021   

As of 31 
December 2020 

Cash in hand 528  673 

Bank accounts 206,238  296,595 

Short-term deposits classified as cash equivalents 6,403,992  10,857,720 

 6,610,758  11,154,988 

 

Refer to note 28 for the currencies in which the cash and cash equivalents are denominated. 
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11 Non-current assets classified as held for sale 

As of 31 December 2020 non-current assets held for sale includes Iran-Armenia gas pipeline at the 

carrying amount of drams 9,668,010 thousand, that was built back in 2007 for transportation of natural 

gas from Iran to Armenian national gas distribution network. Upon completion of construction the 

Company signed a preliminary agreement with Gazprom Armenia CJSC on sale of the pipeline, with the 

final sale arrangement to complete in the same year (2007). Gazprom Armenia CJSC has paid an 

advance of drams 9,137,100 thousand in 2007. However, the sale transaction did not take place and the 

preliminary agreement has been extended for several times. Based on a government resolution on 

concluding a final sale agreement with Gazrpom Armenia CJSC the pipeline was sold in 2021. 

The remaining part of assets held for sale has been transferred to property, plant and equipment. 

12 Capital and reserves 

12.1 Share capital 

Number of shares unless otherwise stated Ordinary shares  Ordinary shares 

 2021  2020 

Authorized shares    

Number of ordinary shares of drams 16,736.2 (2020: drams 
14,822.9)  each 647,736  648,363 

    

Redeemed during the year (86,092)  (627) 

Issued during the year 325  - 

Number of ordinary shares of drams 18,919.7 (2020: drams 
16,736.2) each 561,969  647,736 

 

The Company has one class of ordinary shares, which carry no right to fixed income.  

According to Board decision dated 16 August 2021, as well as respective Government Decree No 672-A 

dated 29 April 2021, the share capital of the Company was increased by drams 1,228,358 thousand 

through increase of the nominal value of shares to drams 18,919.753.     

During 2021 decisions have been taken by the Board to decrease the share capital of the Company by 

drams 1,442,831 thousand through redemption of 86,092 shares. 

Based on Government Decree No 1060-A dated 24 June 2021 the share capital of the Company was 

increased by drams 6,149 thousand through issue of 325 shares, which was supplemented with 

investment of car. 

12.2 Share redemption deficit 

Share premium arises when equity instruments of the Company are issued at a price greater than the 

nominal value of the shares.  

Share redemption deficit is the negative difference between the nominal value of the shares repurchased 

and the value of the consideration transferred.  

12.3  Reserve capital 

In accordance with the law “On joint stock companies” and the Company’s charter, the Company has the 

obligation to create a reserve at the maximum of 15% of the issued share capital through transfers from 

accumulated profits. The purpose of the reserve capital is to cover future losses.  

 

 

 



 

High Voltage Electrical Networks CJSC  
Financial Statements 
31 December 2021 27 

 

 

13 Loans and borrowings 

In thousand drams Current  Non-current 

 

As of 31 
December 

2021  

As of 31 
December 

2020  

As of 31 
December 

2021  

As of 31 
December 

2020 

Secured loans from the 
Ministry of Finance  3,129,054  2,781,522  55,351,202  60,089,864 

Other secured loans 5,805  10,462  40,567,284  34,468,036 

 3,134,859  2,791,984  95,918,486  94,557,900 
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Details of the loans from the Ministry of Finance as described below:  

Lender 
Contract 

amount (in 
currency)  Currency   

Year of 
maturity  

Contract 
interest rate  

Effective 
interest rate   

As of 31 
December 

2021  

As of 31 
December 

2020  Project financed   

IBRD 34,065,585  
US dollars 

 
2036 

 
RR+1% 

 
1.96% 

 
15,851,530 

 
17,889,487 

 

Reliability of the 
power transmission 
network 

Ministry of Finance Co-financing 
IBRD 

N/A 
 

Armenian 

drams 
 

2036 
 

RR+1% 
 

1.96% 
 

3,546,126 
 

3,689,442 
 

Reliability of the 
power transmission 
network 

Ministry of Finance Co-financing 
IBRD 

36,000,000 
 

US dollars 
 

2039 
 

RR+1% 
 

1.89% 
 

11,189,995 
 

10,329,036 
 

Additional financing- 
Reliability of the 
power transmission 
network 

Ministry of Finance Co-financing 
IBRD 

N/A 
 

Armenian 

drams 
 

2039 
 

RR+1% 
 

1.89% 
 

958,019 
 

809,468 
 

Additional financing- 
Reliability of the 
power transmission 
network 

Ministry of Finance Co-financing 
IBRD 

23,194,486 
 

US dollars 
 

2039 
 

RR 
 

1.26% 
 

5,153,410 
 

4,099,246 
 

Electricity 
Transmission Network 
Improvement 

Ministry of Finance Co-financing 
IBRD 

N/A 
 

Armenian 

drams 
 

2039 
 

RR 
 

1.26% 
 

1,285,059 
 

935,531 
 

Electricity 
Transmission Network 
Improvement 

ADB 
13,988,153 

 
SDR 

 
2039 

 
3.14% 

 
3.14% 

 
4,888,839 

 
5,800,615 

 

Reliability of the 
power transmission 
network 

Ministry of Finance Co-financing 
ADB 

N/A 
 

Armenian 

drams 
 

2039 
 

3.14% 
 

3.14% 
 

1,049,599 
 

1,109,576 
 

Reliability of the 
power transmission 
network 

KFW 
10,200,000 

 
Euro 

 
2054 

 
0.75% 

 
0.75% 

 
615,798 

 
689,438 

 

Caucasus 
Transmission Network 
I 

Ministry of Finance Co-financing 
KWF 

N/A 
 

Armenian 

drams 
 

2054 
 

0.75% 
 

0.75% 
 

244,081 
 

235,853 
 

Caucasus 
Transmission Network 
I 

KFW 
83,000,000  Euro  2030  1.80%  1.80%  -  -  

Caucasus 
Transmission Network 
III 

KFW 
7,300,000 

 
Euro 

 
2049 

 
0.75% 

 
0.75% 

 
3,573,630 

 
4,374,935 

 

Rehabilitation of the 
substation Gyumri II 

KFW 
7,300,000 

 
Euro 

 
2024 

 
2.76% 

 
6.79% 

 
780,219 

 
1,267,859 

 

Rehabilitation of the 
substation Gyumri II 

KFW 
14,060,000 

 
Euro 

 
2038 

 
0.75% 

 
0.75% 

 
4,488,952 

 
5,615,842 

 

Power Transmission 
system Rehabilitation 
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KFW 
75,000,000  Euro  2029  1.85%  1.85%  -  -  

Caucasus 
Transmission Network 
I 

World Bank 
19,600,000 

 
US dollars 

 
2033 

 
0.50% 

 
0.50% 

 
4,572,551 

 
5391640 

 

Power transmission 
and distribution 
systems 

Ministry of Finance 
8,988,290 

 
US dollars 

 
2022 

 
0.50% 

 
0.50% 

 
282,448 

 
633418 

 

Assistance to Energy 
system 

EIB 10,000,000  Euro  

Within 4-20 
years from 

the moment 
of using the 

loan 
 

Fixed or 
floating/determ

ines from the 
moment of 

using of loan 
by EIB    

-  - 
 

-  

Caucasus 
Transmission Network 
I 

           
 58,480,256 

 
62,871,386 

  

 

Other loans include:  

Lender 
Contract 

amount (in 
currency) 

 Currency   Year of 
maturity 

 Contract 
interest rate 

 

Effective 
interest rate  

 As of 31 
December 

2021  

As of 31 
December 

2020 

 Project financed   

Export Development bank 

of Iran 
87,342,763  Euro  2026  4.00% 

 5.67% 
 

32,738,445 
 

27,678,600 
 

Iran-Armenia 400 kV 
third power 
transmission line 
and substation 

SUNIR International FZE 

20,557,237  Euro  2021  3.00%  5.50%  7,823,984  6,778,776  

Iran-Armenia 400 kV 
third power 
transmission line 
and substation 

Armenia renewable 
resources and energy 

efficiency Fund (R2e2) 77,500,000 

 
Armenian 

drams 

 

2024 

 

0.00%  0.00%  10,660  21,122 

 Energy saving 
program 

           40,573,089  34,478,498   
 

 

           99,053,345  97,349,884     
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Loan covenants  

Loan covenants in the Loan agreement from Asian Development Bank 

According to the Schedule 5, point 4 of the loan agreement N 3150-ARM between Republic of Armenia 

and Asian Development Bank dated 5 September 2014 on "Power Transmission Rehabilitation Project", 

the Company should comply with the following ratios: 

    -  debt service coverage ratio not less than 1.1; 

    -  self-financing ratio not less than 20%. 

During the year the Company was in breach of one of the loan covenants above. The ratios calculated for the 

year ended 31 December 2021 were as follows: 

    -  debt service coverage ratio 0.21;  

    -  self-financing ratio 26%. 

Loan covenants in the agreements with International Bank for Reconstruction and Development 

According to the agreement between the Republic of Armenia and the International Bank for 

Reconstruction and Development, as well as the provisions of sub-loan agreements signed by and 

between the RA Ministry of Finance and the Company, the latter cannot accumulate new debts unless 

the justified forecast of Company’s income and expense shows that the net revenues expected by the 

Company for each year at least 1.2 times exceed the necessary funds to cover the servicing of all debts 

(including new debts) during that year. 

14 Grants related to assets  

In thousand drams  
2021   2020 

Balance at the beginning of year 666,392 
 

517,747 

Received during the year 111,100  150,213 

Recognized in profit or loss (702)  (1,568) 

Balance at the end of year 776,790  666,392 

 

Balance of grant related to assets include the amounts provided by the following counterparties:  

In thousand drams  As of 31 
December 2021   

As of 31 
December 2020 

Neighbourhood Investment Facility (NIF) 343,505  343,504 

Credit Institute for Reconstruction (KfW) 282,799  171,699 

International Bank for Reconstruction and Development (IBRD) 145,338  145,338 

Other 5,148  5,851 

 776,790  666,392 

 

The Company received grants from international financial institutions in the framework of implementation 
of energy system rehabilitation and improvements projects.  
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15 Trade and other payables 

In thousand drams  As of 31 
December 2021  

As of 31 
December 2020 

Payables for acquisition of property and equipment  2,513,191  6,248,956 

Trade payables  652,132  1,050,558 

Provisions   710,244  773,038 

Payables to employees  190,895  200,399 

Taxes and duties payable 114,319  19,066 

Prepayments received 1,903  9,139,003 

Other 9  - 

 4,182,693  17,431,020 

 

In December 2019, the Company has unilaterally terminated the contract signed with its Chinese 

contractor Liaoning-Efacec Electrical Equipment Co.LTD for restoration of Shinuhair and Agarak 

substation 2. The basis for unilateral termination was continuing non-performance of the contractor and 

breach of contract deadlines affecting timely completion of the construction works. Following the contract 

termination, the Company has received bank guarantee payment from Chinese bank at the total amount 

of USD 1,479,244 as a reimbursement for liquidating damages. Considering the mentioned contract has 

been terminated unilaterally, the Company is unsure whether the contractor will dispute the above 

amount. Management decided to recognize a provision for the entire amount received.  

Refer to note 28 for more information about the Company’s exposure to foreign currency risk.  

16 Revenue 

In thousand drams  Year ended 31 
December 2021   

 Year ended 31 
December 2020  

Revenue recognized over time    

Electricity transmission services within the Republic of Armenia 2,747,474 
 

6,116,531 

Electricity transmission services within the Islamic Republic of Iran 345,897  1,358,735 

 3,093,371  7,475,266 

Revenue recognized at a point in time    

Sale of electricity produced 39,739  29,345 

 3,133,110  7,504,611 

 

The tariffs for electricity transmission and sales are approved by the public services regulatory commission 

of the Republic of Armenia. 

Revenue decreased over the year, which is reasonable given the decline in tariffs by 67%. However, tariffs 

for 2022 have been increase by 280%. 

The following tariffs for electricity transmission (without VAT) were effective throughout 2020 to 2023. 
 

Effective date AMD/kWh  

01.02.2022 – 31.12.2023 1.4573 

01.02.2021 – 31.01.2022 0.3832 

01.01.2020 - 31.01.2021 1.1513 
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17 Cost of sales 

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Depreciation and amortization expense 3,194,084  3,017,190 

Employee remuneration 1,498,767  1,515,544 

Other  51,299  24,894 

 4,744,150  4,557,628 

18 Other income  

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Gain from the sale of assets  1,095,933  - 

Connection fee 76,709  - 

Rental income  42,127  54,721 

Income from accrued fines and penalties  315  219,901 

Inventory surplus  -  3,937 

Other  61,450  11,268 

 1,276,534  289,827 

 

Gain from the sale of assets represents sale of Iran-Armenia gas pipeline as described in note 11, as well 

as sale of other related inventories, which were located in the Company's premises. 

19 Administrative expenses  

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Employee remuneration 722,078  783,755 

Non-recoverable taxes 149,522  63,246 

Depreciation and amortization 93,511  96,456 

Office and utility expenses  52,810  49,364 

Fuel  12,393  22,117 

Consulting and audit expenses  9,661  11,579 

Travel and hospitality costs  9,102  8,808 

Other  101,682  78,737 

 1,150,759  1,114,062 

20 Other expenses  

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Compensation of damages 561,708  - 

Write-off and impairment of assets 73,633  1,958 

Depreciation and amortization -  245,352 

Non-refundable taxes  -  58,084 

Other  33,405  66,346 

 668,746  371,740 
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Compensation of damages represents the amounts borne by the contractor of EFacec Engenharia e 

Sistemas S.A as a result of the suspension of the latter's contractual obligations by the Company, which 

were contractually subject to reimbursement. 

21 Finance income  

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Interest income on short-term bank deposits  1,502,582  1,529,126 

Modification gain on financial instruments 664,014  197,936 

Interest income on bank accounts  3,702  19,910 

 2,170,298  1,746,972 

22 Finance cost  

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Interest expense on loans  1,228,927  1,422,477 

Unwinding of discount of financial instruments  -  118,607 

 1,228,927  1,541,084 

23 Gain/(loss) from exchange differences, net 

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Financial assets measured at amortized cost     

   Trade and other receivables  (1,325)  9,375 

   Term deposits  (62,911)  63,563 

   Cash and cash equivalents  (24,258)  (739) 

    

Financial liabilities measured at amortized cost    

   Loans and borrowings 12,058,514  (11,054,737) 

   Trade and other payables  929,822  (767,150) 

 12,899,842  (11,749,688) 

24 Income tax expense 

In thousand drams  Year ended 31 
December 2021    

 Year ended 31 
December 2020  

Current tax -  669,566 

Deferred tax  66,308  112,639 

 66,308  782,205 

 
Reconciliation of effective tax rate is as follows: 

In thousand drams  Year ended 
31 December 

2021    
Effective tax 

rate (%)  

 Year ended 
31 December 

2020   
Effective tax 

rate (%) 

Profit/(loss) before taxation 
(under IFRSs) 11,687,202    (9,792,792)   

Tax calculated at a tax rate of 
18% (2020: 18%) 2,103,696  18.0  (1,762,703)  18.0 

(Non-taxable)/non-deductible 
items, net (2,037,388)  (17.4)  2,544,908  (26.0) 

Income tax expense 66,308  0.6  782,205  (8.0) 
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25 Subsequent events 

The conflict broke out on 24 February 2022 in Ukraine has evolved rapidly, having a significant impact 

around the world. The United States and the European countries have imposed severe sanctions against 

Russian Federation. The Western countries are discussing widening existing sanctions. Russian 

Federation is a significant trading partner of the Republic of Armenia, hence sanctions imposed on 

Russia as of the date of these financial statements, as well as escalation of those sanctions could have a 

drastical effect on the economy and financial markets of the Republic of Armenia. The immediate global 

implications might be higher inflation, lower growth and some disruption to financial markets as deeper 

sanctions take hold. Some of the key impacts on the business may include supply chain interruptions, 

impairment of assets, employee shortages, travel restrictions, trade restrictions, inability to obtain 

financing, etc. 

The Company's management is still unable to quantify the impact of the crisis with reasonable certainty. 

Management of the Company estimates that, until the date of issuance of these financial statements, the 

operation and financial condition of the Company are materially unchanged as a result of the crisis. At the 

same time, management is taking steps to amortize the impending negative impacts caused by the global 

political-economic and energy crisis and to ensure smooth operation, by carefully planning its liquidity 

and adapting to the emerging conditions in the domestic and world economy. 

26 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. 

26.1 Critical accounting estimates 

The Company 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, plant and equipment 

Management has estimated useful lives of the property, plant and equipment. Management believes that 

estimated useful lives of the property, plant and equipment are not materially different from economical 

lives of those assets. If actual useful lives of property, plant and equipment are different from estimations, 

financial statements may be materially different. 

Fair value measurement 

Management uses valuation techniques to determine the fair value of financial instruments (where active 

market quotes are not available) and non-financial assets. This involves developing estimates and 

assumptions consistent with how market participants would price the instrument. Management bases its 

assumptions on observable data as far as possible but this is not always available. In that case, 

management uses the best information available. Estimated fair values may vary from the actual prices 

that would be achieved in an arm’s length transaction at the reporting date. 

Inventories 

Management estimates the net realizable values of inventories, taking into account the most reliable 

evidence available at each reporting date. The future realization of these inventories may be affected by 

future technology or other market-driven changes that may reduce future selling prices. 
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27 Financial instruments 

27.1 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 

and financial liability are disclosed in note 3.7. 

27.2 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 
December 2021  

As of 31 
December 2020 

Amortized cost    

 Trade and other receivables  391,839  1,336,505 

 Term deposits  7,056,973  5,632,615 

 Cash and cash equivalents  6,610,758  11,154,988 

 14,059,570  18,124,108 

Financial liabilities 

In thousand drams As of 31 
December 2021  

As of 31 
December 2020 

Amortized cost

Loans and borrowings 99,053,345  97,349,884 

Trade and other payables 3,356,218  7,499,913 

102,409,563  104,849,797 

28 Financial risk management 

The Company is exposed to various risks in relation to financial instruments. The main types of risks are 

market risk, credit risk and liquidity risk. 

Financial risk factors 

a) Market risk 

The Company is exposed to market risk through its use of financial instruments and specifically to 

currency risk and interest rate risk, which result from both its operating and financing activities. 

Foreign currency risk 

The Company undertakes certain transactions denominated in foreign currencies. Hence, exposures to 

exchange rate fluctuations arise. 

Most of the Company’s transactions are carried out in Armenian drams. Exposures to currency exchange 

rates arise from the Company’s loans, which are primarily denominated in US dollars, Euro and SDR. 

Foreign currency denominated financial assets and liabilities which expose the Company to currency risk 

are disclosed below. The amounts shown are those reported to key management translated into 

Armenian drams at the closing rate:  
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Item 

 

As of 31 December 2021 US dollar  Euro  SDR 

      

Financial assets      

   Tarde and other receivables  15,562  3,814  - 

   Term deposits  711,567  -  - 

   Cash and cash equivalents  23,923  64,166  - 

 751,052  67,980  - 

Financial liabilities      

   Loans and borrowings  37,049,934  50,021,027  4,888,839 

   Trade and other payables  2,967,024  804,493  - 

 40,016,958  50,825,520  4,888,839 

Net position (39,265,906)  (50,757,540)  (4,888,839) 

Item 

 

As of 31 December 2020 US dollar  Euro  SDR 

      

Financial assets      

   Tarde and other receivables  7,285  -  - 

   Term deposits  774,478  -  - 

   Cash and cash equivalents  20,088  2,331  - 

 801,851  2,331  - 

      

Financial liabilities      

   Loans and borrowings  38,342,828  46,405,450  5,800,615 

   Trade and other payables  2,615,414  4,666,219  - 

 40,958,242  51,071,669  5,800,615 

Net position (40,156,391)  (51,069,338)  (5,800,615) 

 

The following table details the Company’s sensitivity to a 15% (2020: 15%) increase and decrease in 

dram against US dollar, Euro and SDR. 15% (2020: 15%) represents management’s assessment of the 

possible change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign 

currency denominated monetary items and adjusts their translation at the period end for a 15% (2020: 

15%) change in foreign currency rates.  

If Armenian dram had strengthened against US dollar, Euro and SDR by 15% (2020: 15%) then this 

would have had the following impact: 

In thousand drams Currency impact 

 2021  2020 

US dollar  5,889,886  6,023,459 

Euro  7,613,631  7,660,401 

SDR 733,326  870,092 

 
Exposures to foreign exchange rates vary during the year depending on the balance of loans. 

Nonetheless, the analysis above is considered to be representative of the Company’s exposure to 

currency risk. 

Interest rate risk 

The Company is exposed to interest rate risk as it borrows funds at both fixed and floating rates. This risk 

is managed by the Company by maintaining an appropriate mix between fixed and floating rate 

borrowings. 

Refer to note 13 for loans contract and effective interest rates. 
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The sensitivity analysis below has been performed for a 0.5% change in interest rates (2020: 0.5%). 

0.5% represents management’s assessment of the possible change in interest rates. 

If interest rates had been 0.5% higher/lower (2020: 0.5% higher/lower) and all other variables were held 

constant, the Company’s profit for the year ended 31 December 2021 would decrease/increase by drams 

194,718 thousand (2020: increase/decrease by drams 308,897 thousand).  

b) Credit risk 

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial 

loss to the Company. The Company is exposed to credit risk from financial assets, including cash and 

cash equivalents held at banks, trade and other receivables and term deposits. 

The maximum exposure to credit risk is represented by the carrying amounts of the following financial 

instruments: 

In thousand drams As of 31 
December 2021  

As of 31 
December 2020 

Amortized cost    

 Trade and other receivables  391,839  1,336,505 

 Term deposits  7,056,973  5,632,615 

 Cash and cash equivalents  6,610,230  11,154,315 

 14,059,042  18,123,435 

 

The credit risk is managed on a group basis based on the Company’s credit risk management policies 

and procedures.  

The credit risk in respect of cash balances held with banks and deposits with banks are managed via 

diversification of bank deposits, and are only with major reputable financial institutions. 

The Company continuously monitors the credit quality of customers. The ongoing credit risk is managed 

through regular review of ageing analysis, together with credit limits per customer. 

Trade receivables 

The Company applies the IFRS 9 simplified model of recognizing lifetime expected credit losses for all 

trade receivables as these items do not have a significant financing component. 

The expected loss rates are based on the payment profile for sales over the past 48 months before 31 

December 2021 as well as the corresponding historical credit losses during that period. The historical 

rates are adjusted to reflect current and forwarding looking macroeconomic factors affecting the 

customer’s ability to settle the amount outstanding. The Company has identified gross domestic product 

(GDP) and unemployment rates of the countries in which the customers are domiciled to be the most 

relevant factors and according adjusts historical loss rates for expected changes in these factors. 

However, given the short period exposed to credit risk, the impact of these macroeconomic factors has 

not been considered significant within the reporting period. 

Trade receivables are written off (i.e. derecognized) when there is no reasonable expectation of recovery. 

Failure to make payments within 180 days from the invoice date and failure to engage with the Company 

on alternative payment arrangement amongst other is considered indicators of no reasonable expectation 

of recovery. 

On the above basis no allowance for expected credit losses has been recognized in the financial 

statements for trade receivables, term deposits and cash and cash equivalents as of 31 December 2021 

as the amounts were negligible.  

c) Liquidity risk 

Liquidity risk is the risk that the Company will be unable to meet its obligations. 

The Company’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. 
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The following table details the Company’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 Company can be required to pay. The 

table includes both interest and principal cash flows.  

2021 Trade 
payables   

Loans and 
borrowings   Total 

Less than 6 months 1,106,990  2,415,151  3,522,141 

6 months to 1 year 2,249,228  2,719,325  4,968,553 

1-5 years -  67,980,673  67,980,673 

More than 5 years -  47,825,053  47,825,053 

 3,356,218  120,940,202  124,296,420 

 
 

2020 Trade 
payables   

Loans and 
borrowings   Total 

Less than 6 months 6,339,009  2,675,682  9,014,691 

6 months to 1 year 1,160,904  3,025,161  4,186,065 

1-5 years -  51,642,174  51,642,174 

More than 5 years -  58,366,287  58,366,287 

 7,499,913  115,709,304  123,209,217 

 

The Company considers expected cash flows from financial assets in assessing and managing liquidity 

risk, particularly its cash resources and trade receivables. The Company’s cash resources and trade 

receivables significantly exceed the current cash outflow requirements. Cash flows from trade and other 

receivables are all contractually due within one months.  

29 Fair value measurement 

The Company provides an analysis of its assets and liabilities that are measured subsequent to initial 

recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is 

observable. These Levels are described below: 

 Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active 

markets for identical assets or liabilities; 

 Level 2 - fair value measurements are those derived from inputs other than quoted prices 

included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) 

or indirectly (i.e. derived from prices); and 

 Level 3 - fair value measurements are those derived from valuation techniques that include 

inputs for the asset or liability that are not based on observable market data (unobservable 

inputs).  

29.1 Fair value measurement of financial instruments 

Financial instruments measured at amortized cost for which the fair value is disclosed 

In the statement of financial position fair values of financial assets and financial liabilities approximately 

equal their carrying amount.  

 

Fair value has been determined by discounting the relevant cash flows using market interest rates for 

similar instruments, with the most significant inputs being the discount rates. The estimated fair value of 

the above financial assets and financial liabilities are categorized within level 3 of the fair value hierarchy.  
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30 Capital risk management 

The Company manages its capital to ensure that it will be able to continue as a going concern and 

provide adequate return to stakeholders. 

The capital structure of the Company consists of equity comprising issued capital, reserves and 

accumulated profits and debt, which includes loans disclosed in note 13. 

Management assesses the Company’s capital requirements in order to maintain an efficient overall 

financing structure while avoiding excessive leverage. This takes into account the subordination levels of 

the Company’s various classes of debt. The Company manages the capital structure and makes 

adjustments to it in the light of changes in economic conditions and the risk characteristics of the 

underlying assets. In order to maintain or adjust the capital structure, the Company may adjust the 

amount of dividends paid to shareholder, return capital to shareholder, issue new shares, or sell assets to 

reduce debt. 

The Company monitors capital using a ratio of “net debt” to “adjusted equity”.  

In thousand drams  As of 31 
December 2021   

As of 31 
December 2020  

Net debt    

Loans and borrowings 99,053,345  97,349,884 

Less: cash and cash equivalents (6,610,758)  (11,154,988) 

 92,442,587  86,194,896 

Adjusted equity    

Total equity 24,860,542  15,262,005 

 24,860,542  15,262,005 

    

Net debt to adjusted equity ratio 3.72  5.65 

31 Commitments 

31.1 Capital commitments 

The Company has entered into contracts to purchase property, plant and equipment for drams 

31,858,707 thousand (2020: drams 35,608,200 thousand).  

32 Contingencies 

32.1 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 Company 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 Company property or relating to the Company 

operations. Until the Company 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 

Company’s operations and financial position. 

32.2 Taxes  

The taxation system in Armenia is characterized by frequently changing legislation, which sometimes 

needs interpretations. 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 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 
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legislation. However, the relevant authorities may have differing interpretations and the effects could be 

significant. 

32.3 Environmental matters  

Management is of the opinion that the Company has met the Government’s requirements concerning 

environmental matters and, therefore, believes that the Company does not have any current material 

environmental liabilities. However, environmental legislation in Armenia is in process of development and 

potential changes in the legislation and its interpretation may give rise to material liabilities in the future. 

33 Reconciliation of liabilities arising from financing activities 

The changes in the Company’s liabilities arising from financing activities can be classified as follows:  

In thousand drams  

 

  2021  2020 

as of 1 January  97,349,884  77,683,504 

Cash-flows    
 

Proceeds  3,697,731  10,170,950 

Repayments  (2,511,779)  (1,853,910) 

Interest paid  (3,140,790)  (2,103,817) 

Non-cash     

   Additions  13,227,593  - 

Offset with payables  (33,275)  (575,780) 

Gain on debt modification  (629,585)  - 

Interest accrual  3,152,080  2,974,200 

Foreign exchange (gain)/loss  (12,058,514)  11,054,737 

as of 31 December  99,053,345  97,349,884 

34 Related parties 

The Government of the Republic of Armenia owns 100% of the Company's shares, hence all state owned 

enterprises are considered related to the Company. The Company’s related parties include also key 

management. 

34.1 Control relationships 

The Company is controlled by the Government of the Republic of Armenia represented by the Ministry of 

Territorial Administration and Infrastructure.  

34.2 Transactions with related parties 

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

the reporting date had the following outstanding balances.  

In thousand drams  

 

Transactions 

 

 
Year ended 31 

December 2021  

Year ended 31 
December 2020 

      
Shareholder      

Proceeds from loans   3,697,730  1,197,773 

Accrual of interest expenses   1,312,664  1,744,845 

 
 

 
 

 
 

Key management      

Salary and bonuses   96,422  94,451 
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In thousand drams 

 

Outstanding balances 

 

 
As of 31 

December 2021  
As of 31 

December 2020 

      
Shareholder      

Loans and borrowings   58,480,224  62,871,386 

 
 

 
 

 
 

Key management      

Trade and other payables   13,007  11,707 

 

 




