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statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements 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 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.
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Grants related to assets 21 9,765,710 7,961,716 4,757,537
31,877,896 28,534,840 23,038,911

Current liabilities
Loans and borrowings 20 1,563,063 3,149,753 5,093,374
Grants related to income 22 - 308,396 -

Trade and other payables 23 11,420,891 11,488,194 11,772,187
12,983,954 14,946,343 16,865,561

Total equity and liabilities 65,119,138 60,687,337 56,905,827

(*) The comparative amounts are restated (note 3.21).
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capital 5,313,775 6,631,630
(Increase)/decrease in trade and other receivables (4,977,250) (1,689,759)
(Increase)/decrease in inventories (15,226) (254,640)
Increase/(decrease) in trade and other payables (36,078) (1,180,853)
Changes in grants related to income
Cash flows from operating activities before

(159,431) 273,372

income taxes 125,790 3,779,750
Income tax paid (449) -

Net cash flows from operating activities 125,341 3,779,750
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supersede IAS 17, Leases.

Under IFRS 16 a lessee recognizes a right-of-use assets and a lease liability. The right-of-use assets is 
treated similarly to other non-financial assets and depreciated accordingly and the liability accrues 
interest. The lease liability is initially measured at the present value of the discounted lease payments 
payable over the lease term.

Lessee can account for lease payments as an expense on a straight-line basis over the lease term or 
another systematic basis, if:

• A lease term of 12 months or less -  this election is made by class of underlying assets;

• The underlying asset has a low value when new (such as personal computers or small items of 
office furniture) -  this election can be made on a lease-by-lease basis.
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amount, and an impairment loss is recognised immediately in profit or loss.

Similarly, at each reporting date, inventories are assessed for impairment by comparing the 
carrying amount of each item of inventory (or group of similar items) with its selling price 
less costs to complete and sell. If an item of inventory (or group of similar items) is impaired, 
its carrying amount is reduced to selling price less costs to complete and sell, and an 
impairment loss is recognised immediately in profit or loss.
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(a)Unused tax losses

In accordance with the law “On Income tax” of the Republic of Armenia the losses incurred 
by the Company's activity is transferred to the next 5 years.

(b) Movement of temporary differences during the year
Thousand drams

2015 Opening
balance

Recognized in 
profit/(loss) Closing balance

Property and equipment (463,675) (196,957) (660,632)
Accounts payable (a) 1,851,342 1,294 1,852,636
Accounts receivable _ 3,520 3,520

1,387,667 (192,143) 1,195,524
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Tax effect of foreign exchange loss 
(note 11)

(148,667) (7.6) 528,064 74.7

Effect of PPE impairment 168,046 8.6 - -

Previous year tax loss use - (142,902) (20.2)

Difference between PPE tax and 
accounting depreciation costs

(304,854) (15.7
)

(490,628) (69.4)

Tax penalties and from recalculation 36,676 1.9 (45,548) (6.4)

From non-taxable grants (6,597) (0.3) (42,191) (6.0)

Tax effect of non-deductible interest 
costs

- - 52,996 7.5

Effect of write-off of receivables 37,904 1.9 - -

Effect of denoted assets 6,780 0.3 12,818 1.8

Effect of non-operational expenses 6,716 0.3 15,977 2.3

Tax effect of other non-deductible 
expenditures/(non-taxable incomes)

9,093 0.4 1,639 0.2

Current income tax expense 
(reimbursement) and effective current 
tax rate

194,383 9.8 31,596 4.5
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d drams
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յ 1 . 1 Ճ . Ճ Ս 1 4

Advances for acquisition of non-current assets (a) 675,822 1,312,507
Other 200 200

676,022 1,312,707

(a) The advances are mostly consist prepayment balance on construction organization for air-
line constructed in Kotayk marz.

16. Inventory
Thousand drams

31.12.2015 31.12.2014

Spare parts 408,167 406,475
Materials 597,294 605,114
Accessories 366,072 366,888
Construction materials 647,173 649,779
Other 60,026 57,036

2,078,732 2,085,292
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(b) The balance of loans’ commitment fee represents 
receivable trashes.

non-amortized proportional share of

18. Financial assets

Thousand drams

31.12.2015 31.12.2014

Borrowings provided (note 18.1) 141,020 4,688

141,020 4,688
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476,993 592,314

b) Capitalized on cost o f construction
Thousand AM D

31.12.2015 31.12.2014
IBRD 39million $ 1,83% 390,237 218,304

Iran-Armenia air-line financing loan IEDB 138,969 -

IBRD 39 million $ loan cofinancing 86,030 21,236

RoA MoF 75 million € 80,117 -

IBRD 52 million $ 15,355 -

RoA MoF 10,2 million € 10,896 -

Sanir FZE 4,962 -

ADB 15.192 million SDR 1,926 -

IBRD 40 million $ 1,586 -

ADB 15.192 mil loan cofinancing 367 -

730,445 239,540
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IBRD 39 
million loan

01.06.2011 between Ro A 
and IBRD

Electricity Supply 
Reliability Project 2.15

ADB 15.192 
min SDR loan

Agreement signed on 
05.09.2014 between RoA 
and ADB

Reconstruction of 
electricity network 15/11/2039 2.00

Cofinancing of 
ADB 15.192 
min SDR loan

Agreement signed on 
05.09.2014 between RoA 
and ADB

Reconstruction of 
electricity network 15/11/2039 2.00

WB 40 million 
$ loan

Agreement signed on 
06.08.2014 between RoA 
and IBRD

Improving Reliability 
and capacity of 
Electrical Network 15/02/2039

1.83
1.91
2.07 Bills

WB 52 million 
$ loan

Agreement signed on 
08.04.2015 between RoA 
and IBRD

Improving electrical 
network and its 
management 
reliability. Supporting 
electricity supply 
efforts. 11/15/2039

1.24
1.45
0.25 Bills

Iran-Armenia 
air-line
financing loan, 
IEDB

Agreement 
900/M/ARM/09 dated 
26.06.2011 between IEDB 
and HVEN cjsc

Constructing Iran- 
Armenia 400kW 3rd 
transmission line and 
substation 15/03/2022 5.00
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Resources and 
Energy Efficacy 
Fund

between HVEN cjsc 
Zangezur and Goris 
Branches and ARREFF

Implementing energy 
efficiency projects 30/07/2025

Service
fee

Armenian 
Renewable 
Resources and 
Energy Efficacy 
Fund

Contract dated 17.08.2015 
between HVEN cjsc 
Southern Branch and 
ARREFF

Implementing energy 
efficiency projects 30/10/2022

Service
fee

(*) As a payment obligations guarantee, in accordance with “Sub-loan agreement” Company 
has issued and provided to the Ministry of the Finance of the Republic of Armenia interest 
free notes with nominal value equal to credit redemption annuity and quantity equal to 
number of repayments.

21. Grants related to assets
Thousand drams

2015 2014

Opening balance 7,961,716 4,757,537
Additions (a) 2,265,687 3,229,720
Reclassification from grants related to income 145,338 -

Foreign exchange (gain)/loss (165,293) 355,397
Offset with finance costs (303,146) (176,728)
Difference between actual and effective rates (134,153) (199,839)
Income recognition (4,439) (4,371)

Closing balance 9,765,710 7,961,716

a) Additions comprise gain on loans received at a below-market rate of interest (note 20).
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* Money up-front for the pipeline was done on 2007. The deadline of pipeline sale has been 
periodically postponed by mutual agreement and it is expected to be held in the near future.

24. Share capital instruments

24.1 Increase in share capital

In accordance with the Republic of Armenia Government Decree N 617-N dated 10.06.2015, 
the borrowing of the Company to “Vorotan Hydro Electricity Station” CISC in the amount of 
1,546,292.8 thousand drams was settled through increase of share capital by 113,698 shares.

24.2 Capital repurchase

In accordance to the decree N 557-A dated 23 May 2015 of the Government of the Republic 
of Armenia, the Company gave to the shareholder scrap metal in the amount of 21,786 
thousand drams against 681 shares repurchase with total nominal value of 9,262 thousand 
drams.

24.3 Other information

At reporting date (as well as at 31.12.2014) a nominal value of one share is 13,600 drams.
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As at reporting date, trade receivable of the Company in the amount of 4,304,867 thousand 
drams mainly includes the receivable amounts of transmitted electricity. The Company has a 
bank guarantee for collectability of receivables from "Electric Networks of Armenia" CJSC.

As at 31.12.2015 the terms of trade receivables were the following:
Thousand drams
31.12.2015

1,421,767 
2.883.100
4,304,867

Up to 59 days 
More than 60-179 days

26.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market interest rates. Company’s interest rate risk aroused 
from long-term borrowings. Company has loans and borrowings received with fix and 
variable interest rates from Ministry of Finance of RA (International Development Company, 
IBRD, KfW) and other international and local banks and local organizations. Borrowing with 
variable interest rate exposures to interest rate risk of future cash flows and borrowing with 
fixed interest rate exposures to fair value interest rate risk. The relevant information of 
indicated loans is presented in note 20.

Management does not have defined policy for decision towards fixed or variable interest rate 
proclivity.

26.3 Foreign currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates. The Company’s exposure to the
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AMD
02.05.2016 appreciation /

AMD (depreciation)

USD average rate is 478.56 1.1%

EUR average rate is 549.67 (3.8%)

26.4 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations 
associated with financial liabilities that are settled by delivering cash or another financial 
asset.
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certain assets could have a material adverse effect on the Company’s operations and financial 
position.

27.2 Contingent liabilities and provisions

It is not anticipated that any material liabilities will arise from the suites brought against the 
Company or other contingent liabilities, except does that are already recognized in these 
financial statements.

27.3 Tax regulation in Armenia

The taxation system in Armenia is relatively new and is characterized by frequent changes in 
legislation, which are sometimes unclear, contradictory and subject to varying interpretation. 
Taxes are subject to review and investigation by tax authorities, which have the relevant 
authority.

No tax liabilities are created for reviled tax violations with more than three years of maturity. 
But in some cases the mentioned maturity period could be suspended.

These circumstances may create tax risks in Armenia that are more significant than in other 
countries. Management believes that it has provided adequately for tax liabilities based on its 
interpretations of applicable Armenian tax legislation. However, the interpretations of the
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