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Overview

This Country Strategy and Action Plan (CSAP) sets out a comprehensive reform program for corporate financial report-
ing in the Republic of Armenia for the short to medium term; the CSAP envisages two consecutive four-year periods
through to 2022.

The CSAP was prepared under the FIRST after a series of discussions and working sessions with key stakeholders of
corporate reporting and auditing in Armenia and builds on the recommendations of the World Bank Report on the
Observance of Standards and Codes on Accounting and Auditing (A&A ROSC) for the Republic of Armenia which was
published in June 2008." A number of the recommendations of the A&A ROSC relating to the statutory framework and
institutional strengthening have been implemented since then. However, most of the recommendations in the area of
accounting education remain to be implemented. As a result, the primary focus of this CSAP is on education, while not
ignoring further needs for developing the statutory framework and institutional capacity development.

The CSAP’s obijective is to provide a tool to the Armenian authorities for conducting further reform and mobilizing the
donor community’s and in-country stakeholders’ support to implement the reform. The table below summarizes the
main activities proposed under the CSAP, along with an indicative budget covering two consecutive, four-year imple-
mentation phases.

The primary responsibility for the implementation of the CSAP will rest with the Ministry of Finance of the Republic of
Armenia, who will need to obtain regular stakeholder input feedback to facilitate the implementation of the CSAP and
the detailed technical design of specific activities under it.

The actions contemplated under the CSAP complement regional activities carried under the STAREP program (see
www.worldbank.org/cfrr). The CSAP will be the primary vehicle for implementing in Armenia concepts acquired or de-
veloped under STAREP.

' http://www.worldbank.org/ifa/rosc_aa_arm.pdf



Reform areas and main activities

US$’000

Phase 1,
2015-18

Phase 2,
2019-22

Total

1. Strengthening accountancy and audit education

Main activities: educating preparers of general purpose financial state-
ments; realigning university education; and realigning professional education
of accountants and auditors, including addressing qualification requirements
and the accreditation of education (exemptions).

Education support for preparers and auditors of financial statements to im-
plement improved financial reporting and auditing practices and standards.

707.5

887.5

1,595

2. Raising public awareness of the benefits of corporate financial
reporting and audit

Main activities: providing training and peer learning experience to finance
and business journalists; promoting good financial reporting to trade bod-
ies and chambers of commerce; and delivering workshops and seminars to
opinion formers as well as business directors and managers.

145.0

145.0

290.0

3. Further improvements to the statutory framework and neces-
sary implementation measures

Main activities: Establishing and implementing the appropriate legisla-
tive framework for the regulation and oversight of financial reporting and
auditing; obtaining broad based stakeholder support for proposed legisla-
tive amendments; clarifying institutional and regulatory responsibilities; and
strengthening the registry for financial statements.

257.5

84.0

3415

4. Strengthening institutional capacity

Main activities: Measures to support implementation of the revised and/or
existing legislative framework to establish the appropriate regulatory frame-
work and strengthen the capacity of regulating bodies of financial reporting
and auditing.

502.6

443.9

946.5

Reform implementation support

225.0

2250

450.0

Total estimated costs

1,837.6

1,785.4

3,623.0




1. Introduction

11 Purpose of the CSAP

This Country Strategy and Action Plan (CSAP) for enhancing corporate financial reporting sets out a comprehensive re-
form program for corporate financial reporting in Armenia for the short to medium term future; the plan assumes two
four-year periods through to 2022. These periods are based on recent experience of similar projects in peer countries.
The CSAP has been adopted by the Ministry of Finance and was prepared in consultation with the key stakeholders
of corporate financial reporting. This CSAP is ready for adoption by the wider Government of Armenia and contains
details on reform activities, milestones, implementation arrangements for reform implementation, and prioritization of
activities. The CSAP may be used to mobilize the donor community to support reform activities.

The actions included in the CSAP complement the activities which Armenia will participate in or carry out under
STAREP, regional program focusing on knowledge sharing and peer exchange implemented by the World Bank Centre
for Financial Reporting Reforms for six countries including Armenia (see description in Annex 2). Actions under the
CSAP will integrate fully with, and not duplicate, the STAREP program which will benchmark international and region-
al developments and good practice at a regional level, covering legislative reform, institutional capacity and education.
The CSAP will be the primary vehicle for implementing in Armenia concepts acquired or developed under STAREP.

1.2 Rationale for a CSAP to enhance corporate financial reporting

This Country Strategy and Action Plan is a direct follow up to the World Bank’s Accounting and Auditing Report on the
Observance of Standards and Codes (A&A ROSC) for the Republic of Armenia dated June 2008. It supports the policy
recommendations outlined in the A&A ROSC that remain to be implemented by further developing, prioritizing and
sequencing recommendations into a time-bound action plan agreed to by relevant stakeholders. The A&A ROSC rec-
ommended that the Ministry of Finance (MoF) intensify its work with relevant education providers, regulatory institu-
tions and other stakeholders. In the field of education this would include higher and professional education institutions
such as leading universities and the Armenian Association of Accountants and Auditors (AAAA). In regulation this would
include the Public Oversight Board (POB), if and when established, and the AAAA again, which is recommended in the
A&A ROSC to be transformed into the Chamber of Accountants and Auditors of Armenia (CAAA). The World Bank A&A
ROSC program is supported by the international development community and by senior management of the Interna-
tional Federation of Accountants (IFAC).

The availability of high quality corporate financial information underpins growth and the development of the corporate
sector and contributes to the mitigation of risks of financial crisis, as well as being a necessary condition of external
and internal investment in the private sector and driving economic development. At the same time, appropriate re-
duced financial reporting requirements for Small and Medium Enterprises (SMEs) that are able to satisfy the needs of
enterprise owners, government taxation authorities and market needs are an important element in the development and
growth of the SME segment of enterprises in the Republic of Armenia.

1.3 Process of preparing the CSAP

This Country Strategy and Action Plan (CSAP) was prepared after a series of discussions and detailed working sessions
with the Ministry of Finance of the Republic of Armenia and other key stakeholders, including key academic and edu-
cation providers, AAAA, leading audit firms, Central Bank of Armenia, and others. The CSAP recommends the estab-
lishment of a National Coordination Group (NCG) comprising the various stakeholders involved in corporate financial
reporting.

The development of this CSAP was financed by a FIRST-funded project managed by the World Bank’s Centre for
Financial Reporting Reform (CFRR), the recipient of which was the MoF. Activities financed by the FIRST project
included the above-mentioned consultations with key stakeholders, including stakeholders in education, international



consultants, local CFR consultants and a local legislation consultant. The Financial Sector Reform and Strengthening
Initiative (FIRST) is a collaborative arrangement among development agencies providing for a technical assistance facil-
ity designed to support growth and poverty reduction in low- and middle-income countries by promoting stable, deep
and diverse financial sectors. The CFRR is located in Vienna, Austria, and is responsible for the World Bank’s corporate
financial reporting knowledge services and capacity development assistance across the Europe and Central Asia region.

1.4 Document structure
The report includes the following sections:
Section:

2. Gap analysis — this section identifies the significant remaining gaps between the Republic of Armenia laws,
regulations and current practice, and good international benchmarks.

3. Strategy — this section describes the overarching strategy for the reform in each area of focus, with key strate-
gic goals and realistic sub-stages to be achieved in reaching the overall objective.

4. Action Plan — this section is organized in subsections with a clear reference to the key pillars of the Strategy.
Proposed reform and capacity development measures are consistent with, and supportive of, the targeted im-
provements of the educational, regulatory and institutional framework and capacity. The reforms draw upon
international standards and good practices. These include International Financial Reporting Standards; Interna-
tional Accounting Education Standards; the Statements of Membership Obligations of the International Federa-
tion of Accountants; International Standards on Auditing; the IFAC Code of Ethics; and the Core Principles of
the International Forum of Independent Audit Regulators.

5. Implementation timetable and budget — under each pillar of the CSAP, all activities are defined by categories
of expenditure and valued based on their respective unit costs and number of units identified.

6. Implementation arrangements and responsibilities — this section describes the necessary governance structure
and responsibilities for oversight, coordination, and implementation of the CSAP. Proposed implementation ar-
rangements and associated costs are part of the estimated costs of the CSAP.

7. Results matrix (log frame) — this section contains a results matrix for monitoring progress in implementation of
the CSAP, with a focus on relevant and measurable output and outcome indicators for each phase of the CSAP.

8. Risk assessment — this section identifies the risks related to the implementation of the CSAP and proposes
mitigating measures and their estimated costs.

2. Gap analysis

2.1 Overview

The A&A ROSC made policy recommendations in three main areas — A) Statutory and legal framework; B) Institutional
and capacity building measures; and C) Professional education and training. Five of the six recommendations under
A) and three of the five recommendations under B) have since been implemented or partially implemented. However,
none of the four recommendations under C) have been substantially been addressed. Off the three areas, the gap to
international standards and best practice remains largest in the education of professional accountants and auditors,
especially in relation to general capacity and higher education e.g. universities. This should be the primary focus of this
Action Plan.
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2.2 Statutory framework

The position with regards to the Armenian legal framework has improved significantly since the publication of the A&A
ROSC in 2008, when compared to international standards and norms. Substantially all of the recommendations relat-
ing to the Institutional Framework have been implemented, with the exception of the final recommendation that respon-
sibilities for the regulation of audit be efficiently allocated between the MoF, the proposed ‘Chamber of Auditors and
Accountants’ and the proposed ‘Public Oversight Board’. Proposed amendments to the Laws on Accounting and Audit
and a new proposed Law on Regulation and Oversight of Audit have been drafted as part of this FIRST Initiative project
to address this recommendation and are under discussion by the MoF. Actions to further address this are included in
Section 4 of the Action Plan.

One further recommendation of the A&A ROSC report relating to the company registry, which has been established
since the ROSC report was published, has only been partly addressed. The functioning company registry website is in
need of substantial improvement to meet international standards; this is addressed in the Action Plan in Section 5 of
the Action Plan below.

2.3 Institutional and capacity building measures

The first ROSC recommendation in this area related to the delegation by the Ministry of Finance of the performance of
some of its regulatory functions relating to the accounting and auditing profession to one or more professional organi-
zations. The regulation of qualifications for auditors was delegated to the AAAA in 2013, but the rest of the MoF’s regu-
latory functions have not been delegated. Proposals for such delegation in line with international best practice have
been made in proposed amendments to the Laws on Accounting and Audit and a new proposed Law on the Regulation
and Oversight of Audit, which have been developed under this FIRST initiative project and are under discussion with
the Ministry of Finance. Measures to assist implementation of the proposed amendments, if and when agreed, will be
addressed in this Action Plan.

Two further recommendations in the ROSC, relating to the MoF setting criteria and objectives for professional bodies,
and the delegation of qualifications, have been achieved, or are included in the above-mentioned legislative proposals.

A further recommendation was for the MoF to enhance its recruitment and training of staff to ensure that they have the
skills necessary to carry out the responsibilities of their positions. This has been addressed and some staff members
from the MoF have commenced study towards the AAAA qualification. In addition, a training center for public sector
financial management staff has been established.

The final recommendation in this section of the ROSC related to the AAAA reaching out to universities to encourage
students to study accounting and auditing and to educate them about the professions and the AAAA itself. This remains
largely unaddressed and will be included in the Action Plan below.

2.4 Professional education and training

The four recommendations in the ROSC report on ‘Professional Education and Training” have generally not been ad-
dressed since the publication of the ROSC and the gaps identified in the ROSC remain in large. The recommenda-
tions, all of which relate to some degree of aspects of university teaching of accounting and auditing, are addressed in
the Action Plan below.



3. Strategy

Strategic objective

The strategy for enhancing corporate financial reporting in Armenia aims to achieve the objective of delivering account-
ing and auditing education and training which, together with the right statutory framework and capable institutions,
gives Armenia corporate reporting capability that is among the best in the region and meets international expectations
and standards. If Armenia is a regional leader in global-standard accounting and auditing practice it will attract invest-
ment and financing, driving economic growth. Having a high capacity to produce and make available high quality corpo-
rate information as appropriate across all sectors of the economy will make Armenia one of the best places, if not the
best place, to do business in the region.

The strategy

Armenia will achieve this objective by:

1) Transforming its academic and professional education in financial reporting, accounting and auditing to
meet the highest international standards, equipping the next generation of accountants, auditors and busi-
ness professionals with cutting edge modern skills and knowledge in this key area for business manage-
ment; such capacity will also be available to benefit and support the public sector.

2) Designing and implementing the legislative framework that is most appropriate to Armenia’s specific cir-
cumstances at each stage of economic development, including allocating regulatory responsibilities to best
reflect the capabilities and capacity of regulatory bodies

3) Building the necessary knowledge, capacity and competencies in all bodies which play a part in the system
for corporate financial reporting, including preparers (businesses), users, educators, government and regu-
lators.

The strategy will complement and coordinate with relevant regional initiatives, such as the World Bank’s STAREP pro-
gram which is described in Annex 2. Actions under this Plan will integrate fully with the STAREP program, which will
benchmark international and regional developments and best practice at a regional level; this Plan will be the primary
tool for implementation of the regional findings at the Armenian country level.

The timeframe

This strategy does not envisage achieving this objective in the immediate or short-term future; rather the strategy is
long-term. The necessary improvements and infrastructure must be identified, agreed and put in place to make inevi-
table the delivery of the objective; in particular the transformation of education will be challenging and involve many
different stakeholders. However, the long-term benefits of improvement and modernization of education relating to
corporate financial reporting will continue to be realized long after the period of this strategy and action plan and will
underpin economic activity and growth in the future.

The reasons for reform

As noted in the June 2008 ROSC report, the strategy supports the overall objective of corporate reporting reform,
which is to assist the authorities and other stakeholders in strengthening the financial and non-financial sectors’ ac-
counting, financial reporting and auditing practices, as a means to support certain relevant strategic objectives for
Armenia, including:

e Enhancing transparency and the business climate, and bolstering domestic and foreign direct and portfolio
investment in the private sector;

e Assisting the integration of Armenia into the European and global economies;

e Strengthening the stability and competitiveness of the banking and non-banking financial sectors; and miti-
gating the risk of crises due to loan collection problems and weak capital base;

11
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Encouraging greater transparency in both State and privately-owned enterprises, thus allowing shareholders
and the public at large to assess management performance and influence its behavior;

Aligning the normative and legal framework in the area of financial reporting, accounting and auditing with
the best international practices;

Facilitating SME access to credit by encouraging a shift from collateral-based lending decisions to lending
decisions based on the financial performance of the prospective borrower, thereby supporting growth in the
SME sector; and

Helping to ensure that the financial reporting and auditing rules applicable to different types and sizes of en-
tity are appropriate to the needs of those entities and the users of their financial statements.

4., Action Plan

The Action Plan comprises four main areas:

1.

4.1

Strengthening accountancy and audit education
Raising public awareness of the benefits of corporate financial reporting and audit
Further improving the statutory framework

Strengthening institutional capacity

Strengthening accountancy and audit education

Education may be divided into three areas:

University education
Professional education of accountants and auditors

Education of preparers of general purpose financial statements

Background to the situation in Armenia

The characteristics for education and training in accounting and auditing in Armenia were analysed in Section IIC of
the June 2008 A&A ROSC report, and remain substantially similar. The ROSC made the following recommendations
relating to education and training:

Actions be taken to reduce the quality gap between different university accounting and auditing education
programs. Currently, the differences which exist in the background of lecturers, the number and type of
accounting courses required and the differences in the market orientation of degree programs may leave
some university students behind their counterparts from other universities, unable to meet the demands
and needs of Armenia’s developing economy and evolving accounting and auditing environment.

Universities work to further develop their connections with the private sector, regulatory bodies and pro-
fessional organizations. In order to further orient university education toward the needs of the Armenian
market, universities should work to bring together lecturers and representatives from private sector groups
(audit firms, companies, etc.), professional organizations such as the AAAA, and representatives from the
Ministry of Finance and Central Bank and enhance the dialogue between these groups. This diverse group
of advisors should assist universities in developing and further standardizing the topics and issues which
university professors of accounting and auditing should cover during their courses. In addition, this group
of advisors should assist the universities in determining the appropriate number and type of accounting and
auditing courses students should be required to complete prior to receiving a degree.



o A sustainable program to ‘re-train the trainers’ be undertaken to help update educators’ skills and knowl-
edge. The program should focus on updating the skills of professors for today’s accounting and auditing
environment, and should also focus on creating lasting relationships with Western universities to ensure a
sustainable system of updating the knowledge of Armenian professors (i.e. through conferences, interna-
tional exchange programs, etc.). As this issue is faced by universities throughout the region, Armenia should
consider working with universities in nearby countries to create a sustainable regional program to ‘re-train
the trainers’.

o Armenian universities continue and increase their efforts to hire accounting faculty staff with relevant prac-
tical experience to teach courses in accounting and auditing. Professors with knowledge of the application
of accounting and auditing in the workplace can better prepare students for their roles as professional
accountants and/or auditors. Universities should also try to encourage their accounting and auditing pro-
fessors to take sabbaticals with company accounting departments, audit firms, and government bodies to
refresh and enhance their knowledge of the practice of accounting and auditing.

In Armenia there are private and state universities, plus universities established under inter-governmental agreements
e.g. the American University of Armenia (AUA), the Russian University of Armenia (RAU). 8-10 universities have signifi-
cant accounting and auditing programs that would be the focus of support under this plan, including the AUA, RAU,
Armenian State University of Economics, Yerevan State University and the French University of Armenia. In addition,
three further training providers — the Ministry of Finance Training Center (mostly to public A&A), the International Ac-
counting and Training Center (to a Masters level) and the IAB Center may be considered to be included in any assis-
tance programs as they teach relevant A&A courses.

Rationale for realigning university education

As discussed in the June 2008 A&A ROSC, there are significant challenges in aligning the education and teaching of
accounting and auditing in the university sector with international best practice. Despite recent developments in the
statutory framework for Armenia, which now requires the use of the framework of International Financial Reporting
Standards for much corporate financial reporting and International Standards on Auditing (ISAs) for much auditing
in Armenia, teaching in universities based on these international standards is limited and teaching capabilities and re-
sources aligned with international standards are rarely available. Curricula teaching accounting and auditing in universi-
ties, colleges and business schools should draw on all international standards and best practices, including IFRS, IFRS
for SMEs, ISAs, ISQC1, IESs, IESBA Code of Ethics, the IFIAR Core Principles and others. In addition to benefiting the
private sector, increasing the capacity of graduates with well-trained up-to-date accounting and auditing skills can also
benefit the public sector where such graduates are employed in the public sector.

An accreditation and quality assurance system has been established over the last few years in the Armenian Higher
Educational System (HES). In line with the system, all higher educational institutions should pass mandatory institu-
tional accreditation and voluntary programmatic accreditation awarded by the Armenian National Qualification Author-
ity (ANQA - www.anga.am). The HES new accreditation and quality assurance requirements and procedures in Armenia
are the same for state and private universities

Taking into account the opportunity of these HES reforms in Armenia, as well as the adoption of the National Quali-
fication Framework (NQF) by the Government of Armenia, it may now be possible to collaborate with the Ministry of
Education and the ANQA and investigate making the programmatic accreditation of accounting and auditing educational
programs mandatory. It would be possible to involve the MOF and A&A professional bodies in this process, particularly
to set competency/learning outcomes (knowledge, skills, abilities, etc.), compulsory programmatic accreditation and
quality assurance requirements and procedures for accounting and auditing educational programs and graduates (in-
cluding the learning outcomes, entrance, content/ syllabus/curricula, textbooks, lecturers, learning, testing and evalua-
tion processes, facilities, etc.).

The third recommendation suggests a program to ‘retrain the trainers’ and encourages regional and international coop-
eration. Finally, the last recommendation encourages input to university education from those with practical experience of
accounting and audit; this already occurs in some limited cases in Armenian universities, especially in the private sector.
However, much more of such engagement would be ideal. These recommendations are addressed in the below actions.
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Proposed activities to make sustainable improvements in university education in accounting and auditing

These activities may include, but are not limited to:

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

(i)

A review of the quality and consistency of standards reached by students graduating in accounting and
auditing courses, leading to proposals for how best to encourage and establish formal and informal qual-
ity control and feedback on the quality of university education. The review should work closely with the
Ministry of Education, the ANQA and others to consider how the recently established accreditation process
for universities may be relevant and best utilized and coordinated with. The review will also draw on and
avoid duplicating the ongoing findings of the World Bank’s regional STAREP initiative on education, includ-
ing benchmarking of university education content. The review may focus on (i) reviewing the accountancy
degree curricula (content) and delivery models (practical experience opportunities, number and quality
of lecturers, training material, IT equipment, quality control, examination standards etc.) in reference to
international best practices; and (ii) reviewing the employability of the qualified accountancy degree gradu-
ates e.g.by interviewing employers and graduates, reviewing employment statistics etc. The review should
benchmark to international best practice in university education (identifying and encouraging twinning with
leading Universities in A&A inside and outside of Armenia) and should also benchmark to the IFAC Interna-
tional Educations Standards. The review will draw on views from all stakeholders, including feedback from
the AAAA and from employers of accounting graduates. The results of the review would inform the key ar-
eas of technical assistance i.e. content and delivery models. The results of the review should also influence
where support to universities is made available, to address inconsistencies and create a level-playing field.

Broad-based dissemination of the results of the review among the various stakeholders (universities, Minis-
try of Education, professors and accounting and audit regulatory bodies) in order to build a consensus for
action, such as curricula reform, accreditation and teaching reform.

technical assistance or assistance to establish twinning arrangements with leading universities outside of
Armenia to improve content i.e. the accounting and auditing university curricula, including related relevant
subjects such as management accounting, financial analysis, relevant company law etc. in line with the re-
cently updated statutory framework and international best practices and standards. This may also draw on
the results of the World Bank’s regional STAREP initiative on education, including university education con-
tent;

technical assistance or assistance to establish twinning arrangements with leading universities outside of
Armenia to improve delivery of content i.e. to develop and/or update textbooks, manuals and course materi-
als in Armenian in line with the updated curricula;

technical assistance and sustainable programs to help universities to close the gap in knowledge and re-
sources in the field of accounting and auditing education;

skills-building seminars and workshops to ‘retrain the trainers’ for university lecturers, advising on using
framework-based teaching methods, to enhance their ability to teach up-to-date best practices in account-
ing and auditing and related relevant subjects — for example teaching how to exercise judgments that are
necessary to apply IFRSs;

technical assistance and sustainable programs to encourage and support input to university education (such
as guest lecturers) from those with practical experience of accounting and audit and related fields, includ-
ing those with international and AAAA qualifications, those from international network audit firms and those
from regulators, as appropriate.

A review of the exemptions currently obtained by graduates and other degree holders (masters, doctorates)
for both AAAA and international accountancy qualifications. Exemption policy could be linked to formal
quality control and assessment of university course; exemptions should reward proven high quality stan-
dards in university course and should not be available to all without such control.

Technical assistance to help universities to teach and highlight the challenges to successful implementation
of globally accepted best practices in accounting and auditing in the specific Armenian context, including
the relationship of financial reporting and reporting for taxation purposes, and the challenges in businesses
seeing the benefits of high quality audited financial reporting in compliance with international standards.



Rationale for further developing professional education of accountants and auditors

Any recognized professional education program for accountants and auditors should be consistent with the Interna-
tional Education Standards (IESs) as issued by the International Accounting Education Standards Board (IAESB) of the
International Federation of Accountants (IFAC). All statutory auditors, including those already registered in Armenia,
should be able to demonstrate that their education and their professional capabilities and competence meet these
standards. The IES comprise eight standards as follows:

[EST  Entry Requirements to a Program of Professional Accounting Education. IES2
Content of Professional Accounting Education Programs.

I[ES3 Professional Skills and General Education

IES4 Professional Values, Ethics and Attitudes

I[ES5 Practical Experience Requirements

IES6 Assessment of Professional Capabilities and Competence

IES7 Continuing Professional Development: a Program of Lifelong Learning and Continuing
Development of Professional Competence

IES8 Competence Requirements for Audit Professionals

In addition, AAAA, as an IFAC member, is required to take action to ensure that the IESs are adopted and implemented
in Armenia. This includes basing their accounting qualification program on the IESs and supporting universities and
other education providers in Armenia in understanding and following IESs.

Following the delegation to the AAAA by the Ministry of Finance of Armenia of the administration of the audit qualifica-
tion in 2013, it is essential that the professional audit qualification offered by the AAAA be aligned with international
standards, including the IESs. Actions to review and ensure such alignment are included below.

The AAAA should aim to offer professional accountancy qualification that is of such high quality and demonstrable
compliance with the IESs that it would be globally acceptable and competitive i.e. an AAAA qualified graduate could be
accepted as a member of any Professional Accountancy Organization (PAO) globally. Such a qualification would enable
AAAA to engage and enter into Mutual Recognition Arrangements with PAOs in other countries where qualified AAAA
graduates would be accepted as members of such PAOs (e.g ACCA, AICPA, ICAEW, ICAS etc.) without being required
to sit further exams except in local tax in law as indicated. Such progress has already been achieved as indicated by the
exemptions from a high number of ACCA examination papers that are available to those who have obtained the AAAA
qualification. The model should, where possible, be built upon with similar cooperation sought with other international
qualification bodies, such as AICPA and ICAEW. Actions to address this are included below.

Proposed activities to further developing professional education of accountants and auditors

i) Technical assistance or assistance to establish twinning arrangements with a leading PAO outside of Arme-
nia to benchmark and align the AAAA qualification with the IFAC International Education Standards for Ac-
counting (IESs).

ii) a program to assist with the implementation of changes to the qualification resulting from alignment with
the IESs, including development of CPD courses to assist those already qualified in updating their qualifica-
tion and training, in particular with respect to audit.

iii)  a program to review, in close coordination and cooperation (or possibly twinning) with other leading in-
ternational PAOs, , the AAAA qualification and qualification system to improve the AAAA qualification to
a standard that would enable international equivalence, evidenced by possible mutual recognition and to
maximize the exemptions obtainable by achieving the AAAA qualification. This should be coordinated with
the similar review of exemptions in the university sector.
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Educating preparers of IFRS and IFRS for SME compliant financial statements
Context, including likely demand for education of preparers of IFRS and IFRS for SMEs financial statements

Following amendments to the Law on Accounting that have followed since the ROSC was published in 2008, major
entities (as defined in the Law) must now apply full International Financial Reporting Standards (IFRS), small and me-
dium-sized entities must apply IFRS for Small and Medium-sized Entities (IFRS for SMEs) and micro entities maintain
only an illustrative Chart of Accounts. However, the capacity and knowledge base in IFRS and IFRS for SMEs of those
who prepare financial statements in Armenia remains relatively low and , as a result, there remains a need among pre-
parers of financial statements for education in the application of IFRS and IFRS for SMEs. Training in IFRS for SMEs
is a primary step which is likely to be relevant to a wide range of preparers in Armenia. Training in full IFRS will be a
secondary step relevant to a smaller group of preparers, educators and relevant regulators.

Training materials in IFRS and the IFRS for SMEs

The IFRS Foundation and other professional organizations worldwide have developed a body of training materials for
both IFRS and IFRS for SMEs which can be used as the basis for delivery of training in the Republic of Armenia. These
are described immediately below.

The IFRS for SMEs
Introduction to IFRS for SMEs

The IFRS Foundation has developed a three-day familiarization workshop in the IFRS for SMEs. The objective of the
workshop is to introduce participants to the IFRS for SMEs. The material for this workshop is freely available from the
IFRS Foundation; a training of trainers’ workshop on delivering this material was held in June 2014 in Yerevan, funded
under this FIRST Initiative project.

Detailed training in the IFRS for SMEs

The IFRS Foundation is developing 35 standalone training modules on IFRS for SMEs — one module for each section.
These training modules have not yet been translated into Armenian. The material for this training is freely available
from the IFRS Foundation; however, trainers would need to be trained to deliver this material.

Online training

Online training is available for a fee from various training providers. Generally, this training is available in English,
French etc., although it might be possible to arrange for such training to be translated into Armenian. Alternatively, on-
line training materials in Armenian could be developed for a cost from the detailed training materials.

Full IFRS
Introduction to IFRS

Introductory courses to IFRS have been developed by various training providers. The objective of such Certificate-level
courses is to introduce participants to IFRSs. They are typically delivered online and are estimated to take each student
in the order of 20-70 hours to complete. Generally, this training is available in English although it might be possible to
arrange for such training to be translated into Armenian.

Detailed training in IFRS

Similarly, detailed courses in IFRS have been developed by various training providers. The objective of these Diploma-
level courses is to give participants an enhanced understanding of IFRS. They may be delivered in a classroom environ-
ment or online and are estimated to take each student in the order of 16 days to complete. Generally, this training is
available in English although it might be possible to arrange for such training to be translated into Armenian.



Additional education for preparers of financial statements in the Armenian context

The above-described training in IFRS and IFRS for SMEs could be used as the basis for the delivery of training in the
Republic of Armenia. However, it is likely that the participants could benefit if such training is modified to:

i. explain Armenian financial reporting and auditing obligations as required by the Law on Accounting and the
Law on Auditing, including addressing the existing and potential benefits of high quality audited financial
reporting to the company;

il make very simple and clear step-by-step building blocks to assist preparers in making the transition to
IFRS compliance from the way Armenian bookkeepers tend to organize their accounting books and records
currently, including their chart of accounts and trial balance, general ledger and analytical sub-ledgers;

iii.  enable participants to reconcile net income under IFRS for SMEs and taxable income as reported to the
Armenian tax authorities; again, this should start at a very basic level and build up to a clear and conscious
understanding of the differences between the practical purposes and results of IFRS-framework compliant
reporting and tax reporting. This is often referred to as a ‘tax-bridge’;

iv. consider the availability and suitability of accounting and bookkeeping software in common usage in Ar-
menia and adapt training to help preparers to understand how to use software to separately prepare both
IFRS and taxation reporting;

Institutional arrangements for delivery of education to preparers of financial statements

The AAAA does not currently have the capacity to design and deliver the above education programs in the numbers
required. Accordingly, while the AAAA is likely to play a significant role in delivering training, the AAAA and any other
organizations with such capacity in the public or private sectors should be considered for the design and delivery of
the above education courses for preparers of financial statements. This might include, to the extent possible, higher
education institutions such as universities. It is likely that these courses will need initial funding and technical assistance
in order to setup the education programs; however, the aim should be to create self-sustaining programs. By way of ex-
ample, some professional audit and accounting organizations in other countries have entered into annual contracts with
experienced training providers in-country for certification materials that are updated and delivered in-country every
year. Such partnerships or twinning arrangements may be considered as part of this Plan.

As part of the design and delivery of training to preparers of financial statements, it could be considered whether there
may be demand and utility for a mid-level accounting technician qualification. Such accounting technicians may benefit
the Armenian environment through developing qualified accounting technicians that may serve in both the public and
private sector.

Proposed activities for education of preparers of financial statements

i) devising, organizing and delivering practical training courses to assist accountants working at entities that
are be required to implement IFRS or IFRS for SMEs to learn how to transition to account in accordance
with such financial reporting standards, making appropriate use of and adapting existing materials from the
IFRS Foundation and other providers, as well as existing material from local providers, such as the AAAA;

ii) establishing training providers, with initial technical assistance and possible assistance or twinning from
overseas training providers, to deliver foundation level as well as detailed training in full IFRS and IFRS for
SMEs to preparers at entities that are required to implement such financial reporting standards;

iii)  devising, organizing and delivering training courses on Armenian-specific aspects of implementing both
IFRS for SMEs and full IFRS to preparers at entities that are required to implement such financial report-
ing standards. This may include developing an IT based program or software which would be compliant
with the different applicable accounting frameworks and local laws and regulations, such as in relation to
tax;

iv)  Consider whether there may be demand and utility for a mid-level accounting technician qualification to
develop qualified accounting technicians that may serve in both the public and private sector;
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V) helping build sustainable capacity to maintain and deliver all such training going forwards; and consider
whether it would be beneficial for the AAAA or MoF to introduce some requirement or enforcement of
competence or continuous professional education for professional accountants involved in the preparation
of financial statements.

Education of auditors

Education of auditors should be addressed at university level and professional level as described above. IFAC’s IES 8 on
Competence Requirements for Audit Professionals is particularly relevant; students undertaking the audit qualification
administered by the AAAA should meet the requirements of this standard, and existing auditors should be offered and
undertake appropriate and sufficient CPD so as to meet the standard. One outcome of audit quality control inspections
could be to identify where auditors would benefit from updating their knowledge of the latest auditing standards and
methodology. The CAAA has primary responsibility for all aspects of the professional education of auditors, subject to
oversight by the POB and MoF.

4.2 Raising public awareness of the benefits of corporate financial reporting and
audit

The benefits and public good of high quality corporate financial reporting, supported by high quality auditing and cor-
porate governance, are not consistently understood or appreciated by all stakeholders to corporate reporting in Arme-
nia. There are misconceptions in particular in relation to the respective roles of corporate reporting under IFRS and
IFRS for SMEs and reporting for other purposes, such as for corporate taxation. There are also misconceptions about
the role of audit, such as in respect of the auditor’s role in relation to tax.

A well-designed and implemented public awareness program, undertaken in close consultation and cooperation with
local World Bank communication resource, will increase the public awareness of the benefits of good corporate fi-
nancial reporting and auditing, and will increase demand for high quality corporate reporting and auditing. Such a
program could follow the initial activities under the CSAP to help promote the improvements achieved under the plan’s
activities. Various activities are foreseen under this pillar including:

i) Providing training and peer learning experience to finance and business journalists to enable them to better
understand and report on financial reporting issues, on audit and on the proper role of an audit

ii) Promoting high quality financial reporting and auditing through and to the members of trade bodies and
chambers of commerce

iii)  Delivering workshops and seminars to opinion formers as well as business directors and managers on the
benefits of high quality corporate financial reporting and auditing in terms of lowering the cost of capital,
increasing investment confidence and strengthening the Armenian economy.

4.3 Further improving the statutory framework

Background to the statutory framework — responsibilities for regulating corporate financial reporting

As noted in the gap analysis above, the Armenian legal framework for corporate financial reporting and auditing has
improved significantly since the publication of the A&A ROSC in 2008, when compared to international standards and
norms.

Only the final recommendation of the ROSC in this area remains: to address further how responsibilities for the regu-
lation of audit be efficiently allocated. The ROSC suggests that this might be achieved by the MoF delegating some
further functions to the proposed ‘Chamber of Auditors and Accountants’, subject to oversight by a proposed ‘Public
Oversight Board’. The Chamber itself would be the successor body to the AAAA and would be established in Law. To
follow-up on this recommendation, proposed amendments to the Laws on Accounting and Audit and a new proposed



Law on Regulations and Oversight of Audit have been drafted as part of this FIRST Initiative project to address this rec-
ommendation and are under discussion by the MoF.

Included in the proposed draft Laws are amendments that would:
) establish the Public Oversight Body and the Chamber
o define the roles and responsibilities of the Public Oversight Body and the Chamber
o clarify the respective responsibilities and remits of the MoF, the POB and the Chamber

Actions in this plan address measures to assist in implementing these proposals, should they be agreed, in part or as
a whole. A further initiative in the medium term under the Plan would be to further review aspects of the financial re-
porting framework against international best practices; two areas which should be addressed under such a subsequent
review might include reducing the financial reporting burden on micro and small entities and reassessing the need to
have reserved functions for accountants within businesses.

Company registry

Since the ROSC report was published in 2008, a form of company registry has been established in the form of a web-
site where a range of public announcements are made available. However, the website can be difficult to use effectively
and further development of the company registry function in line with best practice and international norms could help
make the registry more accessible and efficient. This would help significantly in delivering the value and benefits of high
quality corporate reporting as a public good. Actions in this plan address this improvement.

Proposed activities for further improving the statutory framework

Proposed activities for this will include:

i) Progress the proposed amendments to the Laws and, if necessary, consult widely with stakeholders to es-
tablish the most appropriate division of responsibilities for Armenia for the regulation of financial reporting,
accounting and auditing, drawing where appropriate on international and regional comparators and best
practice;

ii) Organize awareness activities with relevant stakeholders, including members of Parliament, to create favor-
able environment for the new legislation adoption;

iii)  Technical assistance and a program to further develop an effective and accessible company registry func-
tion, building on the public website already established and in line with best practice.

4.4 Strengthening institutional capacity

Strengthening the newly established Public Oversight Board (POB) and the AAAA/CAAA

Establishing public oversight will be a significant challenge in Armenia and a solution tailored to the specifics of the Ar-
menian environment will be the most effective solution. The POB, when established, will need significant support and
strengthening, including from the MoF. The 2008 ROSC report made a recommendation related to the delegation by
the Ministry of Finance of the performance of some of its regulatory functions relating to the accounting and auditing
profession to one or more professional organizations. As noted in the gap analysis above, the regulation of qualifica-
tions for auditors was delegated to the AAAA in 2013, but the rest of the MoF’s regulatory functions has not been del-
egated. Further proposals to establish the POB and for further delegation in line with international best practice have
been made in proposed amendments to the Laws on Accounting and Audit and a new proposed Law on the Regulation
and Oversight of Audit, which have been developed under this FIRST initiative project and are under discussion with
the Ministry of Finance. Measures to assist implementation of the proposed amendments, if and when agreed, would
include capacity building and institutional transformation and strengthening at both the AAAA, which would be trans-
formed into the Chamber of Accountants and Auditors of Armenia (CAAA), and in the newly established Public Over-
sight Board.
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A further development need is for the AAAA/CAAA to continue to develop to meet the standards and membership ob-
ligations of IFAC, so as to continue to achieve compliance with the various and details IFAC Statements of Membership
Obligations (SMOs), one of which is mentioned in the section above on education i.e. compliance with the IFAC Inter-
national Education Standards (IESs). Such development should build on and implement the AAAA’s SMO Action Plan,
produced by the AAAA based on the organization’s own benchmarking against the requirements of the SMOs.

Proposed activities will include:

i) Technical assistance and a program of direct capacity building, drawing on the relevant experience of inter-
national peers, including those within the World Bank’s STAREP grouping, to assist with the establishment
of the Public Oversight Board

ii) Technical assistance and a program of direct capacity building, drawing on international peers to assist
with the transformation of the AAAA to become the CAAA.

iii)  Providing constructive assistance to the AAAA to assist them to meet international best practice, particu-
larly as established by IFAC in their SMOs.

iv)  Providing training, QAS methodologies, IT capacity and mentoring to the POB (when established) and to
the AAAA/CAAA to enable them to discharge their roles and responsibilities as envisaged in the revised leg-
islation.

Strengthening the capacity of the Ministry of Finance in relation to financial reporting and auditing

Even following further delegation as envisaged in the proposed amendments to legislation discussed above, the Ministry
of Finance will still play a significant role in the regulation of accounting and auditing. It will need sufficient and appro-
priate skills, training, resources and infrastructure to enable it to fulfil its obligations.

As a result, further capacity building will also be needed at the Ministry of Finance, in accordance with the related rec-
ommendation of the ROSC in 2008.

Proposed activities will include:

i) Long-term strategic advice (possibly from an international peer regulator) for the duration of the implemen-
tation of the country strategy and action plan;

ii) Technical assistance to devise methodologies, tools and IT capacity to enable the MoF to properly perform
its functions:

iii)  Skills building workshops/activities for MoF staff on improved methodologies and tools.

Strengthening other regulators and supervisory bodies

Other regulators and supervisory bodies including the central bank, the tax authorities, the Ministry of Education and
other supervisory bodies, including other departments within the MoF responsible for oversight in insurance and secu-
rities sectors, will need support to enable them better enforce compliance with: relevant financial reporting standards;
audited financial statements submitted by their regulated entities; and the relationship between regulated entities’ fi-
nancial statements and regulatory or other statutory reports.

Proposed activities will include:

1. Devising and rolling-out a program of support, training and education on the implementation and enforce-
ment of financial reporting and auditing standards to relevant regulators and supervisory bodies;

2. Providing technical assistance to enable the other regulators and supervisors to enforce compliance with
financial reporting standards, ensure appropriate and high quality audit, and enable regulators to reconcile
statutory financial statements with other regulatory statements including capital adequacy and tax computa-
tions; and

3. Fostering working relationships between the other regulators and supervisors, statutory auditors and regu-
lated entities.



5. Implementation timetable and budget

The implementation timetable and budget is tentative based on the available information and expert opinions, as well
as reform experience from other countries. A summary version of the budget is presented below. Refer to Annex 1 for
the detailed version.

Reform activities

Reform activities Total 2015-18 2019-2022
Cost,$ Cost,$ Cost,$
1. Strengthening accountancy education 1,595,000 707,500 887,500
2. Raising public awareness of the benefits of corporate reporting 290,000 145,000 145,000
3. Improving the statutory framework
3.1 Implementing the revised statutory framework 86,000 62,500 23,500
3.2 Strengthening the public registry of financial statements 255,500 195,000 50,500

341,500 257,500 84,000

4. Strengthening institutional capacity

4.1  Strengthening the AAAA/CAAA and POB 410,000 232,600 177,400

4.2  Strengthening the capacity of the Ministry of Finance in 302,000 152,500 149,500
reporting and auditing

4.3  Strengthening other regulators 234,500 117,500 117,000

946,500 502,600 443,900

Implementation support for the Country Strategy and Action Plan 450,000 225,000 225,000

Total budget for Country Strategy and Action Plan 3,623,000 1,837,600 1,785,400

The above budget is tentative given the uncertainties on how the CSAP will be implemented.
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6. Implementation arrangements and responsibilities

The overall responsibility for oversight, coordination, and implementation of the Country Strategy and Action Plan
(CSAP) will be that of the Ministry of Finance of the Republic of Armenia. The MoF is the main state authority respon-
sible for regulation of accounting, financial reporting and auditing. However, under the proposed Law on the Regula-
tion and Oversight of Accounting and Auditing a number of regulatory functions would be delegated to the POB and
the CAAA, including qualification, quality control of statutory auditors and the translation and issuing of corporate
reporting, auditing and ethical standards in relation to corporate financial reporting. The main functions of the CAAA
body in terms of financial reporting are to issue accounting and auditing standards and to ensure that IFRS and rel-
evant guidelines are available in the Republic of Armenia. However, the CAAA is subject to oversight and supervision by
the POB for all such activities delegated to it by the Laws and by the MoF. The POB should have ultimate responsibility
for audit quality control.

The MoF may wish to convene a National Coordination Group (NCG) of key stakeholders to corporate financial report-
ing in Armenia. This group would act as an advisory body to the MoF during the implementation of the CSAP and
would convene regularly under the Chairmanship of the MoF. Even beyond the CSAP’s implementation period, the
NSG may continue to provide the MoF with ongoing and immediate feedback on the regulation of the Armenian cor-
porate financial reporting framework. This model has been successful in realizing the benefits of implementing similar
Action Plans in peer countries.

The MoF, the POB and the CAAA will benefit from the support of a small team of international and local advisers dur-
ing the Action Plan’s duration.
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8. Preliminary Risk Assessment

Potential risks for the implementation of the country strategy and action plan are presented in the table below.

difficult to identify con-
sultants with appropriate
competence and ability to
operate in the Armenian
environment.

Risk Risk rating Mitigating Measures
Government and Moderate The risk will be mitigated through (i) explicit
political leader commit- government adoption of the country strategy and action plan; (ii) con-
ment risk. There is a risk tinued dialog with high policy officials and Ministers particularly in the
of political instability context of the private sector reform and reforms associated with low-
leading to unstable com- ering the costs of doing business; and (iii) continuous involvement of
mitment to the reforms in key stakeholders with links to key government institutions and policy-
CFR by the Government. makers.
Project financing. Substantial This risk will be addressed by convening a roundtable or similar fo-
rum for potential development partners to explain the strategy prior
There is a risk that financ- to its finalization and obtain their buy-in of and financing for it.
ing for the implementa-
tion of the country strat-
egy and action plan will
not be available.
Institutional capacity Substantial This risk can be mitigated through regular meetings with key stake-
] ] ] holders to provide them with updates on the implementation of the
risk. There is a risk that country strategy and action plan, obtain their inputs and answer their
not all key stakeholders . - .
fully understand the re- questlo_ns. All key stakeholders will directly Peneﬁt fro.m Tche imple-
forms and its sequencing. me.ntatlon of the CSAP and thus have a clear interest in its implemen-
tation.
Further risk relates to
possible conflicts of inter- This risk can be mitigated by careful consideration of the motivations,
est and motivational risks checks and balances in the responsibilities in the statutory framework
of institutions. and activities in the plan which will work to support effective over-
sight and coordination between the regulatory institutions involved in
accounting and audit.
Implementation Moderate This risk will be mitigated through: (i) engaging appropriate interna-
) ) tional peers, long-term advisers and consultants to support key insti-
capacity. |mplementation tutions particularly at the MoF, POB and at the AAAA; and (ii) techni-
capacity of key stakehold- . . .
ers is limited in planning cal day-to-day project implementation assistance.
activities and managing
project resources.
Consultants. It is Moderate The risk will be mitigated through appropriate

procurement planning enabling wider competition and identification
of consultants familiar with the region, and by calling upon the World
Bank’s Vienna Centre for Financial Reporting Reform (CFRR) for
contacts with international experts, regulatory bodies and consulting
firms.
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Annex 1: Detailed implementation timetable and budget

Reform activities

1. Strengthening accountancy education

International consultant
Local consultant

Training: IFRS for SMEs

Training: Full IFRS

Training: Build local training capacity
University education

Education of professional accountants
Study tours to other universities

Publication of manuals and training
courses

Other

Total for Part 1, Education

2. Raising public awareness

Training and peer learning of busi-
ness and finance journalists
Promoting through trade bodies and
chambers of commerce

Workshops and seminars to inform
opinion formers and business leaders
Other

Total for Part 2, Public awareness

Reform activities

3. Improving the statutory framework

3.1

Total
Days/%$

175
350

1
1
1
1
1
2
1

1

Total
Rate, $

1,100
150

125,000
300,000
200,000
300,000
200,000
100,000
100,000

25,000

100,000

50,000

100,000

40,000

Total 2015-18  2019-2022
Cost, $ Cost, $ Cost, $
192,500 82,500 110,000
52,500 22,500 30,000
125,000 50,000 75,000
300,000 120,000 180,000
200,000 80,000 120,000
300,000 120,000 180,000
200,000 120,000 80,000
50,000 50,000 50,000
100,000 50,000 50,000
25,000 12,500 12,500
1,595,000 707,500 887,500
100,000 50,000 50,000
50,000 25,000 25,000
100,000 50,000 50,000
40,000 20,000 20,000
290,000 145,000 145,000

Enacting and implementing the revised legislative framework for the regulation and oversight of
financial reporting and auditing and establishment of POB and CAAA

International consultant
Local legislation consultant
Local consultant

Other

50
50
150
1

1,100
150
150

1,000

55,000 40,000 15,000
7,500 7,500 -
22,500 15,000 7,500
1,000 - -
86,000 62,500 23,500-




3.2 Strengthening the public registry of financial statements

International consultant

Local consultant

Study tours to other international
public registries

Enhanced Software and technical
solution for public registry

Training for staff
Other

Total for Part 3, Improving the statutory framework

4. Strengthening institutional capacity

4.1 Strengthening POB and AAAA/CAAA

International consultant

Local legal consultant
Local consultant

Study tours to and from other POBs
and professional bodies

Other

Reform activities

4.2 Strengthening the capacity of the MoF

International consultant
Local legislation consultant
Local consultant

Study tours to and from other regula-
tors

Other (including logistics for work-
shops)

Total Total
Days/%$ Rate, $

30 1,100

50 150

1 30,000

1 125,000

1 60,000

- 200

100 1,100

50 150

350 150

4 50,000

1 40,000

100 1,100

30 150

250 150

2 50,000

1 50,000

Total 2015-18 2019-2022
Cost, $ Cost, $ Cost, $

33,000 20,000 13,000
7,500 5,000 2,500
30,000 30,000 -
125,000 100,000 25,000
60,000 40,000 20,000
255,500 195,000 50,500
341,500 257,500 84,000
110,000 72,600 37,400
7,500 5,000 2,500
52,500 35,000 17,500
200,000 100,000 100,000
40,000 20,000 20,000
410,000 232,600 177,400
110,000 55,000 55,000
4,500 2,555 2,000
37,500 20,000 17,500
100,000 50,000 50,000
50,000 25,000 25,000
302,000 152,500 149,500




30

Total

Days/%$
4.3 Strengthening other regulators
- International consultant 100
- Local legislation consultant 30
- Local consultant 200
- Study tours to and from other regula- 2
tors and supervisory bodies
- Other (including logistics for work- 1

shops)

Total for Part 4, Strengthening institutional capacity

Reform activities

Implementation support for the Country Strategy and Action Plan

Total
Days/%$
- International consultant 200
- Local consultant 1,000

- Other 1
Total for implementation support

Total budget for Country Strategy and Action Plan

Total Total 201518 2019-2022
Rate, $ Cost, $ Cost, $ Cost, $
1,100 110,000 55,000 55,000
150 4,500 2,500 2,000
150 30,000 15,000 15,000
30,000 60,000 30,000 30,000
30,000 30,000 15,000 15,000
234,500 117,500 117,000
946,500 502,600 443,900
Total Total 2015-18 2019-2022
Rate, $ Cost, $ Cost, $ Cost, $
1,100 220,000 110,000 110,000
150 150,000 75,000 75,000
80,000 80,000 40,000 40,000
450,000 225,000 225,000
3,623,000 1,838,600 1,784,400




Annex 2: Strengthening Audit and Reporting in the Countries of
the Eastern Partnership (STAREP): an Overview

Effective systems of corporate financial reporting play a key role in supporting economic growth. The recent financial
crisis has demonstrated the close links between different economies, increasing the importance of common reporting
frameworks such as that provided by International Financial Reporting Standards (IFRS).

The six countries of the EU’s Eastern Partnership face common challenges. Armenia, Azerbaijan, Belarus, Georgia,
Moldova and Ukraine have made significant progress in modernizing their systems of corporate financial reporting but
face several outstanding common challenges, especially as regards institutional capacity.

The STAREP is designed to assist in adopting and implementing international standards and fostering alignment of fi-
nancial reporting frameworks with international best practice s and EU standards for business reporting and auditing.

STAREP aims to help the participating countries both to improve their frameworks for corporate financial reporting and
also to raise the capacity of local institutions to implement these frameworks effectively. In particular, the program has
a strong focus on providing participants with the tools to improve the ability of already qualified accountants and audi-
tors to implement international standards such as IFRS and International Standards on Auditing (ISA).

STAREP is addressed to all those with an interest in the process of corporate financial reporting reform, including
compilers and users of financial statements as well those more directly involved in designing and implementing reforms.
The program’s activities are tailored to meet the varying needs of each of these groups in foster their engagement in
the reform process.

STAREP emphasizes peer learning, through such tools as Communities of Practice, so helping participants to learn
from the experiences of other countries and promoting the effective implementation of reforms. In-country engagement
is also critical to ensure that changes are implemented on the ground.

STAREP builds on the CFRR’s REPARIS program for the EU candidate countries of South-East Europe, which has
already proved successful in promoting regional cooperation and bringing national laws and regulations nearer to EU
standards.

STAREP is managed by the Centre for Financial Reporting Reform (CFRR), the World Bank’s center for technical ex-
pertise in corporate financial reporting in the ECA region. Initial funding for the program has been provided by the
Austrian Development Agency (ADA) and the Austrian Ministry of Finance. The project was launched in October 2013.
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