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INDEPENDENT AUDITORS’ REPORT

’-_:)

BAKER TILLY

ICS Baker Tilly Klitou and Partners SRL
65 Stefan cel Mare si Sfant Blvd

sth Floor, office 507

MD-2001, Chisinau — Moldova

Tel: +373 22 233003
Fax: +373 22 234044

Email: info@bakertilly.md
Website: www.bakertilly.md

To the Management of Technical and Financial Programme offered by the Government of Romania for
the pre-school institutions of the Republic of Moldova

Report on the Special Purpose Project Financial Statements
Opinion

[1] We have audited the special purpose project financial statements of “Technical and Financial

Programme offered by the Government of Romania for the pre-school institutions of the Republic
of Moldova” project (the “Project”), partially financed by Government of Romania, and
implemented by Moldova Social Investment Fund (the MSIF) which comprise the statement of
sources and uses of funds, statement of expenditure by project activity, statement of funds received
and a summary of significant accounting policies and other explanatory information (notes to the
special purpose project financial statements).

In our opinion, the accompanying special purpose project financial statements of the project for
the year ended 31 December 2017 present fairly in all material respects the financial position and
sources and uses of funds for the year then ended in accordance with International Public Sector
Accounting Standard “Financial Reporting Under the Cash Basis of Accounting” (the “IPSAS™)
issued by the International Public Sector Accounting Standards Board of the International
Federation of Accountants and the Financial Management Manual for World Bank’s Financed
Investment Operations.

Basis for Opinion

[2] We conducted our audit in accordance with International Standards on Auditing. Our

responsibility under those standards are further described in the Auditors’ Responsibility for the
Audit of special purpose project financial statements section of our report. We are independent
from the Project in accordance with ethical requirements that are relevant to our audit of the
financial statements in the Republic of Moldova, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter — Basis of Accounting and restriction on Distribution and Use

[3] We draw attention to Note 2 to the special purpose project financial statements, which describes

the basis of accounting. The special purpose project financial statements were prepared to assist
the project in complying with the financial reporting provisions of the Financing and Project
Agreement referred to above. As a result, may not be suitable for another purpose. Our report is
intended solely for use by the management of the Project and the financing organization, and

should not be distributed to or used by anyone other than these specified parties. Our report is not
qualified in respect of this matter.

Offices:

Moldova Cyprus Romania Greece Bulgaria

Chisinau T: +373 22 233003  Nicosia T: +357 22 458500 Bucharest T: +40 21 3156100 Athens, Thessaloniki Sofia T: +359 2 9580980
Limassol T: +357 25 591515 T: +30 215 500 6060

Larnaca T: +357 24 663299
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Responsibilities of Those Charged with Governance for the special purpose project financial
statements

[4] Management is responsible for the preparation of the special purpose project financial statements
in accordance with International Public Sector Accounting Standard “Financial Reporting Under
the Cash Basis of Accounting” (the “IPSAS”) issued by the International Public Sector Accounting
Standards Board of the International Federation of Accountants, and Financial Management
Manual for World Bank Financed Investment Operations, and for such internal control as
management determines is necessary to enable the preparation of the special purpose project
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the special purpose financial statements, management is responsible for assessing the
Project ability to continue as a going concern, disclosing as applicable, matters relating to going
concern and using the going concern basis of accounting unless management intends to cease
operations of the Project or has no realistic alternative but to do so.

Those charged with Governance are responsible for overseeing the Project’s financial reporting
process.

Responsibilities for the Audit of the Special Purpose Project Financial Statements

[5] Our objective is to obtain reasonable assurance about whether the special purpose project 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 International Standards
on Auditing 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
special purpose project financial statements.

Baker Tilly Klitou and Partners SRL P / =
; ! F ey N
/60/// 7//% A / 7{4’4/ .,/é‘//fﬁ/ A .

Chisinau, R. Moldova
May 31, 2018

4/13



F A & A a aE A EEE SN E E S E E EE-.

STATEMENT OF SOURCES AND USES OF FUNDS

“Technical and Financial Programme offered by the Government of Romania

Jor the pre-school institutions of the Republic of Moldova" Project

Financed by Government of Romania
For the year ended 31 December 2017

Note
TOTAL OPENING CASH

Sources of Funds 4
Government of Romania

Government of Moldova

MSIF contribution

Community Contribution

TOTAL FUNDS

Interest income

Project Expenditures 5
Rehabilitation of Children Centers

Civil Works

Furniture/Equipment

Supervision

Project Management
TOTAL PROJECT EXPENDITURES

Other outflows/(inflows) 6
Foreign currency gain/(loss)
TOTAL CLOSING CASH 3

Cumulative as Year ended Cumulative as
at 31.12.2016 31.12.2017 at 31.12.2017
EUR EUR EUR
- 1,403,967 -
19,922,506 - 19,922,506
342,044 342,044
270,461 22,302 292763
773,145 7,779 780,924
21,308,155 30,081 21,338,237
13,085 3,615 16,700
15,474,667 413,267 15,887,934
3,680,759 54,673 3,735,432
381,124 - 381,124
19,536,550 467,940 20,004,490
342,118 10,315 352,433
19,878,668 478,255 20,356,923
(38,605) 1,677 (36,928)
1,403,967 961,086 961,086

The project special purpose financial statements were approved by the management of the Moldova Social
Investment Fund on 31 May 2018 and signed on its behalf. The accompanying notes form an integral part of these

project special purpose finangcial-statements.

Ludmila Nita

A
MSIF Financial Diregtor

Special Purpose Financial Statements

Technical and Financial Programme offered by the Government of Romania

Jor the pre-school institutions of the Republic of Moldova
Jfor the year ended 31 December 2017

-
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STATEMENT OF EXPENDITURE BY PROJECT ACTIVITY

“Technical and Financial Programme offered by the Government of Romania
Jfor the pre-school institutions of the Republic of Moldova” Project

Financed by Government of Romania
For the year ended 31 December 2017

ACTUAL
TOTAL Cumulative Year ended Cumulative
BUDGET as at 31.12.2016  31.12.2017  as at 31.12.2017
EXPENDITURE EUR EUR EUR EUR

Rehabilitation of Children Centers
Civil works - 15,474,667 413,267 15,887,934
Equipment/Furniture - 3,680,759 54,673 3,735,432
Subtotal Civil Works and
Equipment 19,062,000 19,155,426 467,940 19,623,366
Supervision of Construction 447,957 381,124 - 381,124
Subtotal 19,509,957 19,536,550 467,940 20,004,490
Project Management
Project administration 412,548 342,118 10,315 352,433
TOTAL 19,922,505 19,878,668 478,255 20,356,923

The project special purpose financial statements were approved by the management of the Moldova Social
Investment Fund on 31 May 2018 and signed on its behalf. The accompanying notes form an integral part of these

Ludmila Nita /ﬂ/;f/ ’

MSIF Financial Direetor

Special Purpose Financial Statements

Technical and Financial Programme offered by the Government of Romania

Jor the pre-school institutions of the Republic of Moldova

for the year ended 31 December 2017
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STATEMENT OF FUNDS RECEIVED

“Technical and Financial Programme offered by the Government of Romania
Jor the pre-school institutions of the Republic of Moldova” Project

Financed by Government of Romania
For the year ended 31 December 2017

Cumulative Cumulative
as at 31.12.2016 Year 2017 as at 31.12.2017
Donor organization EUR EUR EUR
Government of Romania 19,922,506 - 19,922,506
Government of Moldova 342,044 = 342,044
MSIF contribution 270,461 22,302 292,763
Community Contribution 773,145 7,779 780,924
21,308,155 30,081 21,338,237
Local
. Exchange
i b Amount in currency Date
Donor organization | Currency rate : i
EUR (EUR/MDL) equivalent received
(MDL)
Government of
Romania EUR 19,922,506 18.5207 368,978,749 | 22 Apr 2014

The project special purpose financial statements were approved by the management of the Moldova Social
Investment Fund on 31 May 201 &8 and signed on its behalf. The accompanying notes form an integral part of these
project special purpose fingne

;
_f
i
Ludmila Nita" %’ L™

MSIF Financial Diregtor

Special Purpose Financial Statements

Technical and Financial Programme offered by the Government of Romania
for the pre-school institutions of the Republic of Moldova

for the vear ended 31 December 2017




NOTES TO THE PROJECT SPECIAL PURPOSE FINANCIAL STATEMENTS

“Technical and Financial Programme offered by the Government of Romania
Jor the pre-school institutions of the Republic of Moldova™ Project

Financed by Government of Romania

For the year ended 31 December 2017

1. General information
1.1.The Financing and Project Agreement

Based on the Cooperation Program signed between the Government of Romania and
Government of Republic of Moldova on 27 April 2010, the Moldova Social Investment Fund
(the MSIF) was delegated to implement “Technical and Financial Programme offered by the
Government of Romania for the pre-school institutions of the Republic of Moldova” project
(hereinafter Project) in accordance with Decision No. 436 dated 10 June 2014 of the
Government of the Republic of Moldova.

The Project is financed by the Government of Romania grant in the total amount of 19,922,505
EUR.

The expected closing date of the Project is 31 December 2019.
1.2.The Project objective

The objective of the Project is to renovate and to equip 774 kindergartens in the Republic of
Moldova. As at 31.12.2017 the total number of kindergartens with civil work completed and

goods delivered was 769, which is 99% of the total number of kindergartens foreseen to be
renovated.

The list of the beneficiary kindergartens is included as an Annex to the Government of Republic

Decision No. 436 dated 10 June 2014 as well as budget amount in EUR (and equivalent MDL)
for each of them.

Special Purpose Financial Statements

Technical and Financial Programme offered by the Government of Romania

for the pre-school institutions of the Republic of Moldova

Sfor the year ended 31 December 2017 8/13




1.3.The Budget

The Project is financed by the Government of Romania, inclusive of taxes, by the community
contributions and by the Moldova Social Investment Fund.

The communities can contribute funding over the determined budget for their community
kindergarten to perform additional civil works or to acquire furniture/equipment.

In the table below is presented the budget of the project only financed by the Government of
Romania

EUR

Rehabilitation of children center

Small grants 19,062,000
Supervision of Construction 447,957
Subtotal 19,509,957
Project Management

Other goods 6,410
Local Specialists 149,400
Social and Medical Charges 40,338
Communications 70,000
Printing & Comm. 15,400
Project Audit financial 30,000
Office Supplies 32,000
Vehicle Rental 60,000
Administrative expenses 9,000
Subtotal 412,548
Total 19,922,505

1.4.Project Implementation

The Project is implemented by Moldova Social Investment Fund (MSIF) in accordance with
Decree N 436 dated 10.06.2014.

The address of the registered office of the Project is 124, Stefan cel Mare str., Chisinau,
Republic of Moldova.

Special Purpose Financial Statements
Technical and Financial Programme offered by the Government of Romania
for the pre-school institutions of the Republic of Moldova

for the year ended 31 December 2017 9/13
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2. Accounting policy
2.1 Preparation and presentation of financial statements

The special purpose financial statements are prepared in accordance with the International
Public Sector Accounting Standard: Financial Reporting Under the Cash Basis of Accounting
(IPSAS-Cash Basis), issued by the International Public Sector Accounting Standards Board
(IPSASB) within the International Federation of Accountants (IFAC), and presented in
accordance with Financial Management Manual for World Bank Financed Investment
Operations (March 2010): RM 3 — Financial Reporting and Auditing.

The Management policy is to prepare and present special purpose financial statements under
the cash basis of accounting, which recognizes transactions and events only when cash
(including cash equivalents) are received or paid by the entity.

Financial Statements prepared under the cash basis provide readers with information about the
sources of cash raised during the period, the purpose for which cash was used and the cash
balances at the reporting date.

The project special purpose financial statements consist of:
- Statement of sources and uses of funds,
- Statement of expenditure by project activity,
- Statement of funds received,
- Significant accounting policies and other explanatory notes.

Reporting currency of special purpose financial statements is EUR.
2.2 Foreign currency transactions

Project accounts are maintained and transactions are made in EUR and Moldavian Leu (MDL).
Transactions denominated in local currency are translated into EUR as follows:

- Payments in MDL are translated into EUR at the conversion rate applied by the
commercial bank for EUR currency exchange to the local currency.

- As at reporting date, cash balances denominated in the currencies other than EUR are
translated into EUR at the exchange rate established by BNM at that date.

- Transaction and translation exchange rate differences (gain/loss) are reflected in the
Project Sources and Uses of Funds.

The exchange rate established by BNM as at 31 December 2017 is EUR 1 = 20.4099 MDL.
The average exchange rate established by BNM for the year 2017 is EUR 1 = 20.8282 MDL.
The exchange rate established by BNM as at 31 December 2016 is EUR 1 = 20.8895 MDL.
The average exchange rate established by BNM for the year 2016 is EUR 1 = 22.0548 MDL.

2.3 Taxes

According to tax code of the Republic of Moldova, all the goods and services designed for the

implementation of MSIF sub-projects are to be delivered/rendered with application of zero
VAT.

Sfor the vear ended 31 December 2017

Special Purpose Financial Statements
Technical and Financial Programme offered by the Government of Romania
for the pre-school institutions of the Republic of Moldova
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2.4 Accounting System

MSIF has adequate written statements and explanations of its accounting policies and
procedures such as:

Chart of accounts,

Specification of accounting records,

Accounting procedures and the required supporting documents,

Assignment of responsibilities and delegation of authority,

Documentation and approval requirements for recording transactions and making
journal entries.

2.5 Internal Control System

MSIF internal control system is able to ensure that financial records are reliable and complete.
In particular, the internal control system ensures proper recording and safeguarding of assets
and resources, adherence to financial management policies and orderly and efficient conduct of

operations.
3. Cash
Underlying 31 Dec 2016 31 Dec 2017
Currency EUR EUR
Government of Romania Grant
Designated Account (a) EUR 1,297,160 911,140
Designated Account (b) MDL 8,205 -
1,305,365 911,140
Community contribution
Accounts for Civil Works (c) MDL 55,722 23,444
Account for Furniture/Equipment (d) MDL - -
Account Trez for Civil Works (e) MDL 42,880 26,502
98,602 49,946
1,403,967 961,086

(a) Account in Treasure is held at the National Bank of Moldova; account number:

3261897825/131121A00498AE; address 1 Grigore Vieru Avenue, Chisinau, Moldova,
Republic of Moldova;

(b) Account in Treasure is held at the National Bank of Moldova; account number:

227101/131121A00498AE; address 1 Grigore Vieru Avenue, Chisinau, Moldova,
Republic of Moldova;

(c) Designated account is held at BC “Mobiasbanca-Groupe Societe Generale” SA; account

number: MDO08MO2271ASV11089367100; address: Bd. Stefan cel Mare 81a, MD-
2012, Chisinau, Republic of Moldova.

This account is also being used for the “Increasing of children access and participation
to the early education in the Republic of Moldova” project (RO2). Amounts related to
ROZ2 are not presented in the above table. All amounts relate only to “Technical and
financial programme offered by the Government of Romania for the pre-school
institutions of the Republic of Moldova” project.

(d) Designated account is held at BC “Mobiasbanca-Groupe Societe Generale” SA: account

number: MD78MO02251ASV23201417100; address: Bd. Stefan cel Mare 81a, MD-
2012, Chisinau, Republic of Moldova.

(e) Account in Treasure is held at the National Bank of Moldova; account number:

227101/131121A00498 AE; address 1 Grigore Vieru Avenue, Chisinau, Moldova, Republic
of Moldova.

Special Purpose Financial Statements

Technical and Financial Programme offered by the Government of Romania

Jor the pre-school institutions of the Republic of Moldova
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4. Project Financing

4.1. Government of Romania

Cumulative as at 31 For the year ended Cumulative as at
Dec 2016 31 Dec 2017 31 Dec 2017
EUR EUR EUR

Cash contribution 19,922,505 - 19,922,505
Total 19,922,505 B 19,922,505
Total budget 19,922,505
Percentage of finance provided

as at 31 Dec 2017 100%

4.2. Government of Republic of Moldova

Cumulative as For the year Cumulative as
at 31 Dec 2016 ended at 31 Dec 2017
31 Dec 2017
EUR EUR EUR
Covering Project Management costs 342,044 342,044
342,044 342,044

4.3. The MSIF contribution

Cumulative as at For the year Cumulative as
31 Dec 2016 ended at 31 Dec 2017
31 Dec 2017
EUR EUR EUR
Contribution in cash - for Civil Works 116,547 8,034 124,581
Contribution in cash - for Equipment 153,914 14,268 168,182
270,461 22,302 292,763

The FISM contributed funds mostly due to interest accrued on bank balances.

4.4.Community Contribution

For the year
Cumulative as at ended Cumulative as
31 Dec 2016 31 Dec 2017 at 31 Dec 2017
EUR EUR EUR

Contributions in cash- for Civil Works 760,999 19,012 780,011
Refunds — relating to Civil Works (40,267) (11.233) (51,500)
Contributions in cash- for Equipment 52,413 - 52,413
773,145 7,779 780,924

Special Purpose Financial Statements
Technical and Financial Programme offered by the Government of Romania

Jor the pre-school institutions of the Republic of Moldova
forthe vear ended 31 December 2017



5. Project Implementation

I Actual Actual
Cumulative Cumulative
as at as at Budget Implementation
31.12.2016 31.12.2017  Total Progress
I Expenditure Category EUR EUR EUR Yo
Rehabilitation of Children Centers
Civil Works-through MSIF 14,213,151 14,221,185 -
' Civil Works- though CDD (a) 1,261,516 1,666,749 -
Equipment/Furniture 3,680,759 3,735,432 -
Civil Works and Equipment-total 19,155,426 19,623,366 19,062,000 103%
[ l Supervision of construction works 381,124 381,124 447,957 85%
Subtotal- Rehabilitation of Children Centers 19,536,550 20,004,490 19,509,957 103%
Project Management 342,118 352,433 412,548 85%
bl 19,878,668 20,356,923 19,922,505 102%

contract terms.

6. Other outflows/(inflows)

Cumulative as
at 31 Dec 2016

For the year
ended

31 Dec 2017
EUR

EUR

(a) The Community Driven Development (CDD) were approved for 15 communities by the
Board of MSIF based on the request submitted from the community municipalities to
MSIF, where there already was a renovation contract with construction companies done in
accordance with public sector procurement system. The grant amounts were sent directly
to municipals budgets which in their turn paid contractors in accordance to renovation

Cumulative as
at 31 Dec 2017

EUR
Transfer/(received) from State Budget -
Transferred to State Budget 11,000,000
Received from State Budget (11,000,000)

Net transferred/(received) -

Closing balance receivable/ (payable) -

7. Events after the reporting date

As at the date of issue of these financial statements no significant events or transactions
occurred, which should be disclosed in the special purpose project financial statements.

Special Purpose Financial Statements

Jor the pre-school institutions of the Republic of Moldova
Jfor the year ended 31 December 2017
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