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independent Auditor's Report

To_the Board and Management of Jolnt-Stock Commercial Bank “Qishlog Qurilish Bank"

We have audited the attached Special-purpose financial statements prepared on a cash basis of Housing for
Integrated Rural Development Investment Program financed from the funds of the Asian Developtment Bank under
ADB Loan agreement No, 2775-UZB dated from 16 February 2012 (tranche 1), ADB Loan agreement No. 3039-UZB
dated from 11 October 2013 (tranche 2), ADB Loan agreement No. 3271-UZB dated from 21 August 2015 {franche 3)
and the contribution of the Joint-stock Commercial Bank "Qishlog Quirilish Bank® (hereinafter "the Bank"), which
includes a Statement on sources and uses of funds for the year ended 31 December 2015 and the principal
accounting policies and other notes to the financial statements. :

The Management’s responsibilities for the preparation of special-purpose cash basis financial statements

The Bank's management is responsible for preparation and fair presentation of these special-purpose cash basis
financial statements in accordance with the requirements of the Intemational Public Sector Accounting Staridard
Financlal Reporting under the Cash Basis of Accounting promulgated by the Intemational Federation of Accountants,
and for the system of internal contral, which according to the management is necessary to prepare special-putposs
cash basis financial statements that are free from material misstatements, whether due fo fraud or ertor.

Auditor's responsibility

Our responsibility is to express an opinion on fhese special-purpose cash basis financial statements based upon the
results of our audit. We conducted our audit in accordance with the Infemational Standards on Audifing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable -
assurance whether the special-purpose cash basis financial statements are free of material misstatements.

An audit Involves performing procedures to obtain audit evidence about the amounts and disclosures in the spacial
purpose financial statements in accordance with International Standard on Auditing 800 (ISA 800). The selection of
the procedures depends on the auditor's professional judgment, including the assessment of the risk of material
misstatement of the special-purpose cash basis financial statements, whether due to fraud or error. In making those
risk assessments the auditor considers internal control system relevant o the entity's preparation and fair presentation
of the speclal-purpose cash basis financial statements in order to design audit procedures that are appropriate in the
circumstances but not for expressing an opinion on the effectiveness of the internal control system of the Bank. An
audit afso includes evaluating the appropriateness of accounting pelicies used and the reasonableness of accounting
estimates made by management of the Bank, as well as evaluating the overall presentation of the special-purpose
- gash basis financial statements, '

We beliove that the obtained audit evidence is sufficient and appropriate to provide a basis for expressing the auditor's
opinion.
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Auditor's opinion

In our opinion, the attached special-purpose cash basis financial statements for the year ended 31 December 2015 in
all material respects prepared in accordance with the International Public Sector Accounting Standard Financial
Reporting under the Cash Basis of Accounting. -

Accounting principles Restrictions on distribution énd use

By not changing our opinion, we draw Your attention to Appendix 3 o the aftached special-purpose cash basis
financial statements, which specifies the accounting principles. These special-purpose cash basis financial statements
prepared to assist the Bank in complying with the terms of the financial statements indicated in the above-mentioned .
l.oan agreements. Hence, the special-pumose cash basis financial statements shall not be used for any other
purpose,

This report is intended solely for consideration and use of the Management and Board of the Bank, and the Asian
Development Bank and shouid not be distributed to or used by other parties for any other purpose.

- PeR wic 4,4@"‘”
PKF MAK ALYANS LLC -

28 September 2016
" Tashkent, Uzbekistan
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Jolnt-Stock Commercial Bank “Qishlog Quriiish Bank”

Housing for integrated Rural Development Investment Program - Tranche 3 - ADB Loan Agreement No. 3271-UZB

(in thousands of Uzhek Soums)

Statement of sources and uses of funds for Loan agreement No. 3271-UZB

Cumulative as at Cumulative as at
Hotle 2015 31 December 2015 2014 31 December 2014
Qpening cash balance: 5. - . d .
Cash receipts:
ADB replenishments fo imprest account 6 166 732 363 166 732 363 -

Returned cash funds: ’ ' -
Withdrawn funds for ineligible activities 7 e - - -
Unused {unds by the Bank's branches 8 386100 386 100 - -

Total cash funds available 7 167 118463 167 118 463 . B

Cash payments:

Funds disbursed o issue of sub-loans 9 (153653 568) (153 653 6568} . -
Withdrawn funds for Ineligible activities o . - . .

Total cash payments | : (153 653 568) {153 653 568) - g

Closing cash balance: 5 13464895 13464895 ; :

Approvgdiand signed on behalf of the Bank's Management Board on 26 Septemben2016.

khodirbek Mulakhanov uzaffarNurmatov
Chairman of the Board hief Accauntant
Tashkent, Uzbekistan ashkent, Uzbekistan
Notes to tha speclal-purpose cash basis financlal statements on pages 8 ~ 12 are Integral parf of these statements )

Sae for Independent Auditor’s Conclusion on pages 3-4.
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Joint-Stock Commercial Bank “Qishlog Qurilish Bank”

Housing for Integrated Rural Development Investment Program - Tranche 2 - ADB Loan Agreement No. 3039-UZB

(in thousands of Uzbek Soums)

Statement of sources and uses of funds for Loan agreement No, 3033.UZB

Opening cash batance:

Cash receipts:

ADB replenishments to imprest account

‘Returned cash funds:

Withdrawn funds for ineligible activities
Unused funds by the Bank's branches

Total cash funds available

Cash payments:
Funds disbursed to issue of sub-loans
Withdrawn funds for ineligible activilies

Total cash payments -

Closing cash halance:

Baithodirbek Mulakhanov
Chalrman of the Board
Tashkent, Uzbekistan

Note

Cumulative as af Cumudative as at
2015 31 Decamber 2015 2014 31 Decomber2014

745 000 . . .
- 367962 204 200118 630 367 962 204

- 14 800 000 - - 14800 000

- 1901 697 1302 561 1901 697
745000 384 663 801 201 421191 384 663 901
- {369 118901)  (200676191) (369 118 901)

- (14 800 000) - {14 800 000)

- (383918 901) 745000 (383 918 901)
745000 745009 745 000 745000
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Notes fo the special-purpose cash basis financlal statements on pages 8 - 12 are Integral part of these statements

See forindepandent Auditors Conclusion on pages 3 - 4.




Joint-Stock Commercial Bank “Qishlog Qurilish Bank”

Housing for Integrated Rural Development Investment Program - Tranche 1 - ADB Loan Agreement No, 2775-UZB

{in thousands of Uzbek Soums)

Statement of sources and uses of funds for Loan agreement No. 2775-UZB

Cumulative as at

Gumulative as at

7 Mote 2015 31 December 2015 2044 1 Decomber 2014
‘Opening cash balance: 5 488 439 E 36177118 .
Cash receipts: :
ADB replenishments to imprest accdunt 6 - 388 182 317 - 388 182 317
Returned cash funds:
Wilhdrawn funds for ineligible acliviies 7 - . - -
Unused funds by the Bank's branches - 8 _ - - . .
Total cash funds available 488489 388182317 BATTNME - 388182 317
Cash paymants:
Funds disbursed io issue of sub-loans 9 - (387693828} (35688 624) - (387 693 528}
. Withdrawn funds for ineligible activities - . _ . . 2 3
Funds returned to the Ministry of Finance of
Uzbskistan s (488 489) {488 489) - -
Total cash payments (488 489) (388 182 317) 35688629 (387 693 828)
Closing cash balance: 5 - . 488 489 488 489
Approved on 26 Septemb 16,

L

%akﬁodirbek Wulakhanov
hairman of the Board

Huzaffar furmatov
Chisf Agéountant
Tashkent, Uzbekistan Tashkent, Uzbekistan

Notes to the speclal-purpose cash basls financlal statements on pages § - 12 are integral part of these statemants

See for Independent Auditor’s Conclislon on pages 3-4.



Joint-Stock Commercial Bank "Qishloq Qurifish Bank”

Housing for Integrated Rurat Development investment Program Tranche 1, Tranche 2 and Tranche 3
ADB Loan Agreements No. 2775-UZB, No, 3039-UZB and Ne. 3274-UZB

Noles to the Spéciaiqurpose Cagh Basis Financial Stataments for the year ended 31 December 2015

1. Principal activity

Joint-Stock Commercial Bank “Qishlog Qurilish Bank" (hereinafter “the Bank") was established on basw of resolution
of the president of the Republic of Uzbekistan No. 11-1083 dated from 30 March 2009 *On establishment of Joint-
Stock Commercial Bank "Qishiog Qurllish Bank™ based on Joint-Stock Commercial Bank "Galla Bank™. As at 31
Dscember 2015, the Ministry of Finance of the Republic of Uzbekistan owns 76 76% shares of the Bank (2014:
74.368%).

The Bank carries out its main activities based on a bank]ng license for banking operations issued by the Central Bank
of the Republic of Uzbekistan No. 77, the license was updated in 4 August 2014, The Bank also has General license
for forelgn currency transaction issued by the Central Bank of the Republic of Uzbekistan No. 60 dated from 4 August
2014, ' '

The Bank is 2 member of the Banks Assoclation of the Republic of Uzbekistan, Republican currency exchange and
the Fund of guarantes of deposits of cifizen at banks.

- The Bank participates in a system of providing defense of deposits at banks of the Republic of Uzbekistan through
Fund of guarantee of deposits of citizen at banks in fine with Law of the Republic of Uzbekistan “On guarantees of
protection of deposits of citizen at banks". The system of providing protaction of deposits at banks of Uzbekistan
guarantees reimbursement of deposits in case of recall the ficense for banking activity by the Central Bank of
Uzbekistan, in full volume pursuant to the balance of deposits, to be reflected in Interim liquidation balance of the bank
at the expense of the Bank and the Fund. Guaranteed repayments by the Fund of the deposits of citizen do not
spread [n case of reorganization of a hank.

Principal activity of the Bank is commercial and retail bank operafions i the territory of the Republic of Uzbekistan and
its beyond. These operations include operations with securifies, foreign currency, attracting deposits and issuance of
- commercial loans in Uzbek Soums, and in freely convertible currencies, rendering services to customers in realizafion
of export and impart operations

A significant part of the Bank's activities include a role of a government agent in improving the living cenditions of the
rural population and financing construction.in rural villages by issuing long-term mortgage loans to residents living In
such areas. These activilies reprasent a significani part of the Bank's assets, financial sourees and income generation
and carried out In accordance with the Loan agreement between Asian Development Bank and the Government of the
Republic of Uzbekistan on Housing for Integrated Rural Development Investment Program,

The Bank operates through Head Office in Tashkent and 42 branches within the territory of the Republic of Uzbekistan
{2014: 42 branches).

L.egal address of the Bank: 18 A, Alisher Navoi Street,l 100060, Tashkent, Republic of Uzbekistan.

Housing for Integrated Rural Development ("HIRD") nvestment Program

In order to improve the quality of life of the rural population through the construction of modemn individual housing
hased on approved design, ufilities, and social infrastructure, on 31 August 2011, the Board of Directors of fhe Asian
Development Bank ("ADB") approved multi-ranche fi nancmg for the HIRD Investment Program ("Program”) in the
amount of 500,000 thousands US doallars.



Joint-Stock Commercial Bank “Qishlog Querilish Bank"

Housing for integrated Rurat Development Investment Program Tranche 1, Tranche 2 and Tranche 3 '
ADB Loan Agresments No, 2775-UZB, No. 3038-UZE and No. 3271-UZB

Notes to the Special-Purposa Cash Basls Financial Statements for the year ended 31 December 2015

The Govemment of Uzbekistan signed a Framework Financing Agreement {‘FFA") dated 29 July 2011 for US Dollar
(“USC") 500,000 thousands with ADB. According to the FFA (i) ADB makes serics of lpans {iranches} fo Uzbekistan,
pach of which is govemed by a separate loan agreement and (il} mortgage loans ("sub-loans®) to eligible sub-
borrowers are made though participating commersial barks ("PCB") that, in turn, barrow funds from Uzbekistan in
accordance with one or mare subsidiary loan agreements with Uzbekistan.

According to terms of the FFA, the Government of Uzbekistan signed a Loan agreement No. 2775-UZ8 dated 16
February 2012 (tranche 1), a Loan agreement No, 3038-UZB dated 11 Cctober 2013 {tranche 2) and a loan
agreement No. 3271-UZB dated 21 August 2015 (franche 3} for USD 300,000 thousands, USD 200,000 thousands
and USD 100,000 thousands with ADB respectively. According fo these loan agresments, ADB agreed o fend,
-~ through the Ministry of Finance of Uzbekistan (hereinafter “MOF")

MOF converied abovementioned funds into Uzbek Soums (“UZS").and disbursed to-the PCBs in UZS. PCBs as
mentioned above provided sub-loans financed partially by these funds to sub-borrowers according to ihe ADB terms.

According to terms of the loans, the PCBs pays 10 the MOF interest for provided loans and returns loans principle. The
ultimate responsibility for repayment of the principal loan amount and the respective charges lies with the Government
of Uzbekistan. ' '

According to the President Decree of the Republic of Uzbekistan No. NI-1687 dated 14 January 2012 "On the

program of constructing standardized models of houses for individuals in rural areas in 2012" the Bank participated in

financing 8,510 houses under construction in 2012. 8,363 out of 8,510 houses under construction were financed
" partially by the ADB, i.e. 65% of each 8,363 sub-loans were financed from the ADB funds.

According to the President Decree of the Republic of Uzbekistan No. [N-1902 dated 4 January 201 3“On the program
of constructing standardized models of houses for individuals in rural areas in 2013" the Bank participated in financing
8,182 houses under construction in 2013. 1,895 out of 8,182 houses under construction were financed partially by the
ADB, i.e. 30% of each 1,895 sub-loans were financed from the ADB funds. '

~ According to the President Decree of the Republic of Uzbekistan No. 11-2068 dated 15 November 2013 'On the
program of constructing standardized models of houses for individuals in rural areas in 2014" the Bank participated in
financing 7,779 houses under construction in 2014. 7,642 out of 7,779 houses construction were financed partially by
the ADB, i.e. 50% of each 7,642 sub-loans were financed from the ADB funds.

According to the President Decree of the Republic of Uzbekistan No. NN-22682 dated 7 January 2015 "On the program

of-constructing standardized models of houses for individuals in rural areas in 2015 and main parameters of
construction In 2016" the Bank participated in financing 5,571 houses under construction in 2015, 1,827 out of 5,571
houses under construction were financed partially by the ADB, L.e, 75% of each 1,827 sub-loans were financad from
the ADB funds. '

2, Authaorizatlon Date

The Special-Purpose Cash Basis Financlal Statement for the year ended 31 December 2015 was authorized for issue
in accordance with a decision of the management (Chairman of Board, Bakhodirbek Mulakhanov, and Chief
Accountant, Muzaffar Nurmatov) on 26 September 2016. ’



Joint-Stock Commercial Bank "Qishlog Qurillsh Bank"

Housing for Integrated Rural Development Investment Program Tranche 1, Tranche 2 and Tranche 3
ADB Loan Agreements No, Z775-UZB, No, 3039-U28 and No. 3271-UZB

Notes fo the Speclal-Purpose Cash Basls Financial Statements for the year ended 31 December 2015

3. Basis for presentatson of Statements

These Special-Purpose Cash Basis Financial Statements have been prepared in accordance W|th the International
Public Sector Accounting Standard Financial Reporting under the Cash Basis of Accounting ("IPSAS Cash basis")
promulgated by the International Federation of Accountants {"IFAC"} as required in "Financial Management Technical
Guidance Note: Project Financial Reporfing and Auditing”, issued by the ADB in March 2015, as well as the
requirements of the Loan agreement and the agreement on the refinancing of ADB's part of the loan.

The Special-Purpose Cash Basis Financial Statement consists of Statement of sources and uses of funds and notes
to the special-purpose statement for the year ended 31 December 2015, The Special Purpose Cash Bagls Financlal
Statement is prepared on & comparalive basis and includes financial results under the Loan agreements No, 2775-
UZB, No, 3039-UZB and No. 3271-UZB, which is a comprehensive basis of accounting and differs from International
financial reporting standards.

These Special-Purpose Cash Basis Financial Statements present information only on granting initial loans using the
horrowed funds from ADB. Presentation of informaticn about repayment of sub-loans and their subsequent re-lending
in this Special-Purpose Cash Basls Financlal Statement is not required.

4. Summary of signi'ficant accounting policy
Cash basis accounting '

The cash basis of accounting recognizes transactions and events only when cash {including cash equivalents) is
received or paid by the Bank. Financial statements prepared under the cash basis provide Information about the
sources of cash raised during the period, the purposes for which cash was used and the cash balances at the -
repoiting date. The measurement focus in the financial statements is balances of cash and changes therein.

Borrowings from other banks and interational financial organizations (including MOF) are generally lead to cash

receipts. Sub-loans provided to the sub-barrowers are considered to give rise to cash outflows {cash payments). Cash

recelpts and payments are reported on a gross ba5|s except that cash receipts and payments reported on a net basis
when: :

(a) they arise from transactions which the Bank admmlsters on hehalf of other parties and which are recognized in the
Statement of sources and uses of funds; and

(b) they are for items in which tumover is quick, the amounts are large, and the maturities are short.

Reporting currency .

The roporting currency of the- Special-Purpose Cash Basis Financial Statement is Uzbek Soums (hereinafter "UZS';)
since the Bank received financing from the MOF in UZS and further provided sub-loans to the sub-borrowers in UZS
respectively. :

Tatal loans provided in Uzbek Soums wera converted to US dollars at the officlal rale of the Central Bank of the
Republic of Uzbekistan. '

Imprest account

A separate bank accounf (imprest account} is opened at the Bank for depositing replenishments according to the
Agresment on re-lending the part of ADB's Joan by MOF and for the exclusive use within the Program.

The Bank uses the imprest account to’ obtain replenishments for lending sub-loans to sub-borrowers within the
Program. A balance of Imprest account at the end of the reporting period represented in Note 5,

10



Joint-Stock Commercial Bank "Qishiog Qurilish Bank”

Housing for Infegfated Rural Development Investment Program Tranche 1, Tranche 2 and Tranche 3

- ADB Loan Agreements No. 2775-UZRB, No. 3039-UZB and No. 3271-UZB

Notes fo the Special-Purpose Cash Basls Financial Statemients for the year ended 31 December 2015

Cash funds contrul!ed by the Bank

The Bank conlrols cash funds when the Bank can use the cash funds for the achievement of its own objeclives or
olherwise benefit from the cash funds and exclude or regulate the access of others to that benefit. Cash funds
collected by, or appropriated or granted fo the Bank and which the Bank can use 0 fund its operating objectives,
acquire capital assets or repay its debt are controlled by the Bank. .

ADB's replenishment to the Imprest account

ADB's replenishment to the Imprest account represents funds recewed from the MOF in UZS as ADB funds provided
for the Program financing. The MOF receives from the ADB loans in USD, converts them into the UZS, and further
disburses 1o the Bank. : '

ADR's replenishment to the Imprest account is recognized whenever the cash recelved by the Bank and considered

as cash receipts.

Returned unused funds by the Bank's branches to the Bank

“The Bank disburses funds for subloans to its branches, which finances houses construction and issues sub-loans to

the sub-horrowers. Extra funds from the issue of sub-loans are retumed to the Bank's Imprest account as unused
funds. Returned funds are recognized when the Bank receives funds from ifs branches.

Funds dishursed to issue of sub-loans

Funds held In the Imprest account are dishursed to the branches of the, Bank, which in their tum finances houses
construction in accordance with Program and issues sub-loans. Funds dishursed fo issue of sub-loans are considered
as cash payments whenaver the cash disbursed inlo the branches.

Returned funds to the MOF

After achieving set abjectives according to the Loan agreement remaining funds held irt the Imprest account is subject
far retuming to the MOF, Returned funds are considered as refumed on the date of cash outflow, i.e. cash payment.

Funds dlsbursed for ineligible activities

The ADB's funds disbursed to the Bank should be used for the Program implementation. The Bank should follow the

Loan agreements No. 2776-UZ8, No. 3039-UZB and No. 3271-UZB requirements in implementing Program. If the
funds of the ADB are not used in accordance with requirements, then such payments are considered as ineligible
{disallowed) and the Bank should return ineligible payments.

" 8, Cash and Cash equivalents

The openlng and closing balances presented in Statement of sources and uses of funds represehts funds held by the
Bank on 1 January 2015 and 31 December 2015 accordingly under the Loén agreements No. 3039-UZB and No.
3271-UZB.

Cash batance as at 31 December 2015 under the Loan agreement No. 3039-UZB Is UZS 745,000 thousand which
should be paid back fo the MOF (2014: UZS 745,000 thousand respectively). The Bank cannot use these funds to any
activifies Including financing sub-loans except for returmng fo the MOF.

1



Joint-Stock Commercial Bank "Qishlog Gurilish Bank”

Huusing for Integrated Rural Development invastmant Program Tranche 1, Tranchie 2 and Tranche 3
ADB Loan Agraements No. 2775-UZB, No. 3032-UZB and No. 3271-UZB

Notes to the Special-Purpase Cash Basis Financial Statements for the year ended 31 December 2015

Cash balance as at 31 December 2015 under the Loan agreement No. 3271-UZB Is UZS 13,464,895 thousand, which
should be used for financing construction of the houses and issuing of sub-loans fo the sub-borrowers. The Bank
cannot use these funds to any activities except for finanging construction of the houses under the Program and issug
of sub-loans to the sub-borrowers for financing prosurement of houses in rural areas..

6. ADB replenishments to Imprest account

The Bank received from the MFO UZS 168,732,363 thousand in 2015 under the Loan agreement No, 3271-UZB
{2014: it has not received any funds in 2014, since Loan agreement No. 3271-UZB was effective starting from August
2015). The Bank has not received any funds from the MFO in 2015 under the Loan agreement No. 3039-UZB, since
loan amount to be disbursed fo the Bank was disbursed in 2013 and 2014 (2014: UZS 200,118,630 thousand).

7. Returned funds withdrawn for Ineligible actlvities

According to the Loan agreements No, 3039-UZ8 and No, 3271-UZB, ADB funds should be used for the sub-loans for
sub-projects financed under the Program. If ADB finds any payments made by the Bank as ineligible, then such
amounts should be retumed hy the Bank fo the imprest account of the Bank. in 2015, there were no ineligible
payments that was noted by ADB.

However, in November 2013 Ineligible payments for UZS 14,800,000 thousand were recognized. The Bank has
transferred UZS 14,800,000 thousand temporarily to an account of that related fo the Program. Subsequently, these
funds were fransferred back to Imprest Account and. were used for the purpose for which they were originally
provided.

8. Returned unused funds by the Bank's regional hranches to the Bank

Under the Loan agresment No. 3271-UZB, the branches of the Bank have retumed the Bank UZS 386,100 thousand
that represents unused funds from issue of sub-loans to the sub-borrewers in 2015 (in 2014, the Bank's branches did
not return any funds, as the Loan agreement No. 3271-UZB entersd into force in August 2015). These funds further
were allocated fo ather branches.

Under the Loan agreement No. 3039-UZ8B, the branches of the Bank have rot returned any funds fo the Bank in 2015
as the amount of loan to issue was provided in 2013 and 2014 [2014 UZS 1,302,561 thousand respectively).

9. Funds dishuirsed to issue of sub-loans and financing houses construction

According fo the President Decree of the Republic of Uzbekistan No. T111-2282 dated 7 January 2015 “On the program
of consiructing siandardized models of houses for individuals in rural areas in 2015 and main paramelers of
construction in 2016" the Bank participated in financing 5,571 houses under construction in 2015, 1,827 out of 5,571
houses under construction were financed pariially by ADB, i.e. 75% of each 1,827 sub-loans were financed from ADB
funds. Under Loan agreement No. 3271-UZB, tha Bank has disbursed UZS 153,653,568 thousand from ADB funds for
construction and provision of sub-loans for @hqqggs__(QDM: nilfe, Aty

Under the Loan agresment No. 3039-UZB, the Bank has not disbursed any funds for construction of houses in 2015 -
as the amount of the loan was issued in 2013 and 2014 (2014: UZS 200,676,191 thousand for 7,642 houses
respectively).
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