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Independent Reasonable Assurance Report

To The Board of Joint-Stock Commercial Bank"’Qisﬁ[oq..QuriIish Bank” and Asian Development Bank

Subject Matters and Criteria
Qur task was‘to condust independent audit with reasonable assurance in connection with the following!

» compliance of Joint-Stock Commercial Bank “Qishlaq Qurilish Bank” (hereinafter “the Bank?) with the specific
provisions of Loan agreement No. 3038-UZB daled from 11 October 2013 (hersinafter “t nan-Agresment’) between Agian,
Development Bank ('here nafter "ADB"}: ADB's funds have been tsed for the purposes for which the funds were a llocated In
accordance vith Article 111 {paragraphs 3.03 [4], 3.03 [1] and 3.05), Schedule 1 (paragraphs 1 [a] and 2 [a]} and Schedule 5
(paragraphs 3 {2), 3[b),-3 [d1, 4[a], 5 [a]. 5 [b], § [£] and 6) for the periad from 1 January to 31 December 2016;

¥ compliance of the Bank.with the specific provisions of ADB's Loan Disburserient Handbook in relation fo imprest
account procedures, i.e. that the imprest account gives a true and fair view of the receipts collected .and payments made
and suppors imprest Iaqmdation of expenditures and replenishments for the period from 1 January to 31 December 2016;

¥ compliance of the Bank with spe_cmc provislons -of ADB's Loan Disbursement Han_dbmok:ln relation to Staterient of
Expenditure procedares, -ie. thal adequale supporling documentation has been maintained according to- ADB's
requirements for. liquidation of expendilures incurred and that the expendilures -are efigible for financing under the Loan
agreement signad belween ADB and the Republic of Uzbekistan for the period 1 January to 31 December 2016,

The Bank's- Management Responsibility
The Management s responsible for:

> compliance of the Bank with the specific: provisions of the Loan agreement: ADB funds have been used for the
purposes for which the funds were allocated In accordance with Article: Il {paragraphs 3.03 [a], 3.03 {b] and 3.05},
Schedule 1 (paragraphs 1 [a]-and 2 [b]} and Schedule 5 (paragraphs 3 [a], 3 [b], 3 [d], 4 [a}, § [a}, 5 [b], 5 fc] and 6) fof
ihe period from 1 January {o 31 December 2016,

‘% -compliance of the Bank with the specific provisions of ADB's. Loan' Disbursement Handbook in relation fo Imprest
account procedures, i, that the imprest account gives 2 true and fair view-of the. receipts collected and payments made
and supports iniprest liquidalion of expenditures and replenishments for the period from 1 January to 31 December 2016;

3 compliance of the: Bank wilh spetific’ provisions of ADB's. Loan Disbursement Handbook in relation to Statement of
‘Expendilure  procedures; Qe that adequate. supporting documentalion has been maintained according to ADB's
requirements for liqiidation of expenditures incurred and that the -expenditures, are e]ig[b!e for finaricing under the Loan
agréement signed between ADB and the Republic of Uzbekistan for the period 1 January fo 31 December 2016,
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Cur-respansibility

Our responsibifity is to report.on ‘subject matters (as-specified in the Section “Subject Matters and Criteria”) based an aur
petformed work.

We provided our services in accordance with International Standards on-Assurance Engagements (ISAE) 3000 “Assurance
' Engagemants olher than Audils or Reviews of Historical Financlal Information”. According to thése standards we must
comply with ethical requiremenis-and plan; and perform assurance engagement to obtain reasonable agsurance that the
subject matters are'in compllance, in all materlal respests; with the specified criteria (as specified in the Section "Subject
Malters and Criteria’}.

We belleve that the evidence we have obtained s sufficient and appropriate to provide a basis for olr qualified reasenable
assurance opinian.

Basls for Qualified Conclusion
Compliance with imprest account procedures.

1. The amount of cash balances in the impiest account as at 1 January and 31 December 2016 was amounted to 34 456
thousand UZS more: compared with the oulstanding unliguidated replenishments of imprest funds due fo the difference
between the actual disbursements and fiquidated expenses in previous years.

2. Outstanding balances of unfiquidated fmprest account replenishments occumred because of liquidation of eligible
expenses in relation to loan replenishment. To confirm the efigibdlity of expenditures, there was & necessily fo review ihe
eligibility criteria of sub-borrowers, which is set outin 3 fa], 3 [b],3 [c], arid 3 [d] sub—projects in paragraphs 4 [a] and 4 [b},
Previous auditor was. unable fo obtain sufficient appropriate audit evidence about efigibifity criteria set out in paragraphs
3 [c} and 4 [b], because these two paragraphs were excluded from their scope. Oonsequently, previous auditor was unable
fo-defermine whether sub-borrowers and sub-project met: the eligibility criteria.described in these bwo paragraphs o be-in
full compliance with the requirements of Imprest Account procedures in terms of presenlalson accurate outstanding
batances on unliquidated replenishments.

Reasonable Assurance Opinion
Ivour opinion, except for the matters discussed in the'Basis-for Qualified Conclusion paragraphs;

» The Bank complied, in all material respects, with the specific provisions of the-Loan agreement: ADB funds have been
used for the purposes for which the funds were pravided as defined in Article 1 {paragraphs 3.03 {a}, 3.03 [b] and 3.05),
‘Schedule 1 (paragraphs-1 [a] and Z [a}); and Schedule § (paragraphs 3 [a], 3 [b], 3 [d], 4 [a}, 5 fal; _[b], 5[¢].and 6) inthe
period from 1 January lo 31 December 2015 (please refer to Annex 1 for excerpt from Loan agreement);

> The Bank complied, in all material respects, with the specific provisions of ADB's Loan Disbursement Handbook in
relation to Imprest Account procedures, i, that the imprest Account gives a true and fair view of the feceipts-collected and
payments fhade and supports imprest jiquidations.and replenishments in the: peried from 1-January 6 31 Dacember 2016;

3 The Bank complied, in afl material respects, with the: specific provisions of ADB's Loan disbursement Handbook i
relation to Statemenl of Expenditure: procedures, i.e. that adequate. supporting documeritation has been maintained to
‘stipport claims 1o ABB for iquidation of -expenditures incurmed and that the expenditures are efigible for inancing under the
Loan Agreement between AOB and Uzbekistan in the period from 1 January to 31 December 2016.



Inherent limitation

Without modifying .our reasonable assurance opmton we draw allention 16 -the' fact that inherent limitations exist in
assurance engagements, due to the selective testing of the information. Therefore, fraud, error or non-compliance may
oceur and not be detected. Non-financial data may be subject to more inherent Emitations than financial data, given its
nature and the methods used for defermiiriing or estimaling such data. These inherent limitations may influence the.
evaluation of fhe subject malters-against the criteria (as specified In Section “Subject Matters and Criterdia” above).

Restriction on Use and Distribution’

This Independent reasonable assurance report is provided solely for the use of the Board of the Bank and ADB and only for
the purposes of the Projfect and should not be- used for any other purpose ordisiributed {o.any olher parties.

. / < 2
Ravshan Asfandiyaro /7 Ahmjon Isakov/
General Direcfort { Auditor
Auditar's qualification certifi¢at Auditei’s qualification certificate
No, 14i1 dated 26 June 2015 No. 04475 dated 5 December 2012

Audii Company PXF MAK ALYANS LLG

22 June 2017 _
22, Aviasozlar Street, 1st Avenue, Tashkent; Uzbekistan



Joint-Stock Cemmercial Bank “Qishlog Qurillsh Bank”

Houising for lategrated Rural Gevefopment investment Frogram Tranche 2
Loan Agreement No: 3039-UZB

Appendix 1. Excarpts from Loan Agreement

Adticle il - Use of Proceeds of the Loan

Section 3.03. (a) The proceeds of the Loan shall be allocaled and withdrawn ir actordance with the provisions of Schadule
3 o this Loan Agreement; as such Schedule may be amended from time fo time by agreemient between the Borrower and
ADB,

{b) Nolwithstanding the génerality of subsection {a) hereinabove and exoept as ADB may otherwise agree the praceeds of
the Loan described in Section 3.01 (a) of this Loan Agréement shall be used only for making Subloans o Qualified
Subborowers for Qualified Subprojecis-and shall be applied: exclusively for the financing of expenditures undar Part 1 of the

Project.
Section 3.05. Except as ADB may otherwise agree, the Borrower shall cause all items of expendilure financed out of the
proceeds of fhe Loan fo be used exclusively inthe carying out of the Project.

Schedule 1 - Description of the Project

1. The abjective of the Investment Program is to improve housing for targeted beneficiaries in the rural communities through
financing projects aimed lo:

(a} finance housing foans provided by PCBs to targsted beneficiaries for their purchase of hew residential housing under the
Riral Housing Scheme;

(b} Improve: capagily .of local govemments {o prepare integrated rural development plans and investmerit promotion
siratagies; and

(c) improve enabling environment for rural micra and small sized enlerprises.

2. As a part.of the lnvestment Program, the Project shall support:

(a) financing of housing loans grovided by PCBs to targéted benaficiaries for their purchases of new residential housing
under the Rural Housing Scheme of the: Borower ('Part 17;-and

(b} capacily development of local govemmenis, the MOE, PCBs and related bodies, improvement of enabling ehvironment
for rural micro and smalt-sized enterprises, and project management support ("Part 2.

Schedule 5~ Execution of Project; Financial Matters

Qualified Subborrower

3. The Borfower shall cause. PCBS fo -ensure that each Quaiified Subbarrower shaft meel and maintain the following
eligitility criteria:

() hefshe'is’a cilizen, and resident of a rural area, of the Bomower;

{b) hefshe agrees to use the Subloan only for the financing of histher Qualified Subproject and hefshe.is only enlitled to 1
-Qualified Subproject for the: purposes of this Investment Program;

{c) hefshe meets the middle-income, or low-income, threstold of the Rural Housing Scheme (fo be defined annually as a
multipte of the national minimum wage}; and;

{) heistie agrees to occupy, and not fo sell or fransfer cwnership of, the house purctiased under hisher Qualified
Subproject for at feast 5 years fom the-date he/she receives the legal tille to {he house.



Jolnt-Stock Commercial Bank “Qishlog Queilish Bank”

Housing for Integrated-Ruval Development investment Program Tranche 2
1.oan Agrezment No; 3033-UZB '

. Appendlx 1, Excerpts from Loan Agreement

Q_ua‘l[fied Subproject
4. The'Borrower shall cause PCBs to ensure that each Qualified Subproject meets the following eligibility criteria:

(a) the Qualified Subproject is for the purchase by the Qualified Subborrower of a house under the Rural Housing Scheme
of the Borrower; and:
(b} the Quatified Subproject shalt-adhere lo the safeguards requirements set forth in paragraphs 9 to 15 of this Schedule.

Subloan

5, The Borrower shall cause PCBs toensure thal:

{a} sach Subloan made by a PCB in- 2013:shall; (i) have a term of 15 years, including a grace period of 12 tmonths: and (i)
charge interest at the rate of 7% per annum for the first 10 years and equal fo the market rale {wheréin the:CBU refinancing
rate will ba used: as & proxy) for the remaining 5'years;

(b} each Subloan made by a PCB in 2014 shall: (i) have a ety of 15 years, including a grace period of 12 manéhs; and {ii)

charge interest al the rate of 7% per annum for the first 5 years and equal to 90% of the market rate (whereln the GBU
refinancing rate will be used as & proxy) for the remaining 10 years; and

(c) each Subfoan shall not excesd 50 000 USD equivalent..

6..The Borrower shall cause PCBs t ensure that for each Qualifled. Subproject; at least 25% of thesubproject costs shall
be paid by the Qualified Subborrower. The remainder of such costs shall be financed by way of a Subloan. (For the
avoidance of doubt, the-Subloan shall not finance any-costs relating to GIGI activiies-under the Rural Housing Schema)
Fach such Stbloan approved by ‘PCB, for which a. loan agreement is entered- info between PCE and a Qualified
Subbsmrower, I 2013 shall comprise 70% of ils amount from PCE's funds.and 30% of the amourit from the proceeds of the
Loan relent.by the Borrower to PGB. Each such-Subloan approved by.a PCB iy 2014 shall comprise 50% of its amount from
PCB's funds and 50%:of the amount from the proceeds of the Loan relent by the Borrower to PCB.

7. In the event that any eligibility criteria for-a Qualified Subborrower, Quaiified Subproject or Sublgan is not comiplied with,.
whether at the:fime of Subloan approval or thereafter, ADB reserves the right to exclude such Subjoan-from the Project,

Einancial Convenants
8. PCBs shall remain financially sound throughout the Project Implementation period. Specifically, PCB shall:

(a) maintain a capital adequacy ratio of ol less 12%: Forthe purpose of this-subparagraph, capital adequacy ratio means

the ratio of fegulatory capital to risk assetls, expressed-as a percenlage. Regulalory: capital means the aggregate of equity:
share capifal, general reserves and subordinate debt. Risk assets mean the aggregale of tolal assets less risk-free assets
{i:e cash in hand, with CBU and dlher banks, and holdings of securities issued by the Bafrower and by g_overnments of
cotnlries of the Organisation for EcOnomIc-quperaﬁon and Davelopment} plus off-balance shesl contingencies;

(b} maintain a refum on-average. assats 1afio of not less than 6:5% for each of the last two compieted fiscal years. For the
purpose of this subparagraph, refurr on assets rafio means the division of net profit by the sum of the total assets at the end
‘of the year in issuerand the tolal assets at the end of the prévious year, expressid as a pertentage;

(c) ensure that its non-performing loans {ie. debls requiring 100% loan-less provisioning as defined by CBU} are Jess than
5% af 1ts total loan porifalio.



Jolnt-Stock Commercii! Bank "Qishloq Quiilish Bank™

Housing for Integrated Rural Deveiopmenl Investment Program Tranche 2
Loap Agreement No. 3034-UZB

Appendix-2, Imprest:account and Statement of Expenditures

Imprest account replesiishments and liquidations statement

“tn thosands of UZS
Imprest account,
Balance as at 1 January 2016 710 544
Imprést account feplenishments -
Imprest.account Liquidalions based on-Statement of Expenditures -
Retumnéd furids o MOF (710 544)

Balance as at 31 December 2016

The Imprest account repleniskiments and iquidations statement is prepared based on replenishments and liquidations made
in accordance with Chapter 10 of the Asian Development Bank Loan Disbursement Handbook (héreinafter "ADB"),

imprest account repienishments

According fo Loan Agreement No. 3039:UZB dated 11 Oclober 2013 (Ine Loan Agr_eement")’. ADB disbursed loan fo the
Minfstry of Finance: {hereinafter “MOF"} which furiher disburses them fo the Joint Stock Comimercial Bank “Qishiog Qurlish
Bank' (hereinafter “the Bank™,

In. 2016, lhe-Bank did not receive funds, as MOF issued all the funds under the Loan Agreement in 2013 and 2014

Imprest account liquidations

According to the. Chapter'$ of the ADB: Loan Disbursement Handbook the client recagnizes liquidation based on tie
Statement of Expendﬁure submitted 16 the Bank..Statement of Expenditure. presents based actual eligible expenses that
should be liquidated against replenishment received under the Loan agreement.

_The Bank has not submitied any Statement of Expenditure-in 2016: under Ihis Loan agreement since all liguidations n
Imprest Account where made in prior years,

Balances as at1 January 2018 and 31 December 2016

Balances a5 at 1 January 2016 and 31 December 2016 represent outstanding ‘balances of unliquidated imprest account
replenishments on 1 January 2016 and 31 December 2016 respactively. Balances may not always represent. actual cash
halances on imprest account. Actual cash balance as at 1 January.and 31 December 2018 represents 745-000 thousand
JZS. Difference for 34 456 ‘thousand UZS bsfween actual cash balance and balance as per Imprest Account
Réplenishments and Liquidations Statement resulted due to the difference In actual disbursements and liquidaled expenses
in prier years,

Cash balance of mprest accountt as at:31 December 2016, 745.000 thousand UZS was transferred lo the MOF in 2016,

-,

Approxéd/énd signed on behalf of Tm\ank 5 Managemenl Buard on 21 June 2017, /

Masseod)

akhoditbek Mulakhanov
Chairman of the Board
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- PKF MAK ALYANS LLC

Accountants &
business advisors

independent Auditor's Report
To the Board and Managsmént of Joint-Stock Commercial Bank “Qishlog Qurilish Bank”

Ausditor's opinion

We have.audited the attached Special-purpose financial statement prepared an a-cash basis of Housing for Integrated
Rural Development Investment Prograrm financed from the funds of the Asfan Devefopment Bank under ADB'Loan
agreement ADB Loan agreement No. 3039-UZB dated from 11 October 2013 {frariche 2), ADB Loan agreement Ne.
3271-UZB dated from 21 August 2015 {tranche 3) and the confribution of the Joint-stock Commercial Bank *Qishlog
Qurilish Bank® (hereinafter ‘the Bank™}, which includes a Statement on sources and uses.af funds for the year ended
- 31 December 2016 and the principal accounting policies and ather notes to the financiat statement.

In our opinion, the attached: special-purpese cash basis financial statement for the year ended 31 December 2016'in
alt material respects. prepared in accordance with the International Public Sector Accounting Standard Financial
Reporting under the Cash Basis.of Accounting.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (1SAs). Our responsibilities under -

those standards are further in the Auditor's Responsibilities for the Aadit of the: Special-purpose financial statement
e prepared-on a cash basis of our report. We are independent of the Company in-accordance with the International

Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants {IESBA Code) together with the

ethical requirements. that are relevant t0 our audit of the financial statement.in Uzbekistan, and we have fulfilied cur
- other ethical responsibilities in accordance with these requirements anid the IESBA Code.

An audit involves performing procedures to. obtain audit evidence -about the amounts of data and information
conitained in the special-purpose financial statement in accordance with Intermnational standard on auditing 800 (ISA
800). The selection of procedures depends on the auditer's professional judgment, including the assessment of risks
of material misstatement of the special-purpose financial statement prepared on a cash basis, due to fraud or error. In
the process of assessing the risks the audifor considers the internal control system related to the preparation and fair
presentation of the special-purpose financlal statement prepared on a cash basis of organization, in order to develop
necessary audit precedures under the circumsiances, but not for the purpose of expressing an opinion on the
efficiency of the internal conirol sysiem of the organization, An audit also includes ;evaluating the relevance of
accounting poficies and the reasonableriess of accounting. estimates made by management, as- well as evaluating the
presentation of the special-purpose financial statement prepared on a cash basis in general.

Key Audit Matters

Key audit matters are those malters that, in our professional judgment, were of most significance in our audit of the
- special-puipose cash basis financial statement of the current period. These matters-do not exist in the context of our

audit of the special-plirpose cash.basis financial statement-arid in forming our opinion thereon.

Other information

Wittin the audit of the special-purpose cash-basis financial statement, the auditor shall review the other iriformation in

- order fo identify: whethef the information cantains significant incorsistencies with data from the- special-purpose cash
basis financial statement or with the information obtaied during our audit engagement, If based on performed wark
‘we-conclude that the Information coftains significant inconsistencies we shall inform about this fact. The facts we shall

e inferm about, do not exist,

Tel: +29871 294-73-85 + Fax: +§9871 294:73-85 » info@pkfuz » vaww.pkf.uz = www.pkfcom
PIF MAK ALYANS LLGC « 22, Aviasozlar strest » 1 passage « Tashkent, Uzbekistait « 100016

PIF WKRLYMS LCisa n‘mnﬂmr fam OUhB PKF Imammml I..lmn'sd hlru'ly of legally mdependanl fipns fnd docs not accepl ony mspunaﬂxlﬁly
nrrmh?‘tyinrmammsm' ofany dant firm or firms.

Ecm No: QmmwA

htmrs e, = mmmat 12 b b e e



‘Genaral Director \

Management's responsibility in refation to the.special-purpose financial statement

prepared on a cash basis

The - Financial Statement afe -the responsibility -of the management of the Bank for the preparation and. fair
presentation of the special-purpose cash basis financial statement in accordance wilh the requirements of the
internationat Public Sector Accounting Standard Financial Reporting under the Cash Basis of Accounting promulgated
by the Intemational Federation of Accountants and for maintaining intemal confrol system that management.considers
necessary for preparation of the special-purpose’ cash basis financial statement that are free from material
misstaterent, whether due fo fraud or error.

In prepating the special-purpese cash basis-financial statement management is responsible for assessing the Bank's
abiity lo continue its operations consistently, for the disclosure of appropriate information. related to business
consistency, and the use of the principle of consistency as: the-basis. of ‘accounting, except when the management
interids to liquidate the organization to cease. s acfivities .or when-it does. not have any. aliernative other than
liquidation or termination. of its activities.

Auditor's responsibility for the audit of the special purpose financial statement

prepared on a cash basis

Qur responsibifity is to express an-opinion o_n_thése special-purpose cash basis financial statement based upon the
fesulls of our audit. We conducted our audit in accordance with the Intéernational Standards on Audifing. Those
standards require that we comply: with ethical reguirements- and plan and perform the audit to obtair reasonable
assurance whether thé special-purpose cash basis financial statement are free of material misstatement.

We believe that the obtained audit evidence is sufficlent and appropriate o provide a basis for expressing the auditor's
opirion.

Accounting principles Restrictions on-distribution and use

By not changing our opinion, we draw Your attention to Appendix 3 to the altached special-purpose- cash basis
financial statement, which specifies the accounting principles. These special-purpose - cash basis financial statement
prepared {o.assist the Bank.in complying with the terms of the: financial statement indicated in the-above-mentiongd
Loan agreements. Hence, the special-purpose cash basis financial statement shall not be used for any oiher purpose.

This report is intended solely for ¢onsidération and use of the Board and Management of the Bank, and the Asian
Development Bank and should nof be distributed to or used by other parties for any other purpose.

e

s
_- . Alimjon lsakoy,~”
4 Auditor

! Auditer’s qualification certificate
No. 04475 dated 5 December 2012

Ravshan Asfandiyar

Audltor's-qualification certifigaté
No. 1411 dated 26 June 2015

Audit Company PKF MAK ALYANS LLC

22 June 2017
22, Avigsoziar Street, 1st Avenue, Tashkent, Uzbekistan



Joint-Stock Commercial Bank “Qishiog Quirilish Bank”

Housing for Integrated Rural Development Investmient Program Tranchie 3

ADB Loan Agreement No, 3271-UZB
{inthousanils-of UZS)

Statement of sources and uses of funds for Loan Agreement No. 3274-UZB

Cumulative-as at

Cuinulative as &t

Note ‘2016 3t December 2016 2015 31 December 2015
'0_'p'ehi_ng cash balance: 5 13 464895 . .
"Cash receipts:
ADB replenishinents fo imprest account 6 . 166732363 166732363 166732383
Retumned cash funds:
Wilhdrawn funds forineligible activities 7 : - - -
Untised lunds by lhe Bank's branches 8 - 386 100 386100 -386 100
Total cash funds available . 167118463 167118463 167118483
Cash payments:
Funds distursed to issus of sub-loans 9 (13143733} (166797301)  {153653568) (153653 568)
Withdrawri funds for ineligible-activities . - - -
Funds returned to Ministry of Finance of the
Republic of Uzbekistan 4 (321162) (321 1862) - -
Total cash payments {(13.464895) {167 118463) (153 653568) (153 653.568)
Closing cash balance: 5 - T 13464895 13464895

-ApDro ej and signed on behai[%he Bank’s Management Board on 21 Junie 2017,

Békhoditbek Mulakhanov j
Chairman of the Board ;
Tashkent, Uzbekistan {

. MuzaffgyNurmatov
. Chief fiCpountant
, Uzbekistan

Nofes to the special-purpose cash basis financiat statement.on pages 7 - 11 are integral part of these statement. ’ . \

See for independent Auditor’s Conélusion on'pages 3~ 4, 5



‘/; Chairman of the Board

Joint-Stock Commercial Bank *Qishlog Qurifish Bank™

Housing for Integrated Rural Development investment Program Tranche 2

ADB Loan Agreement No. 3038-UZ8

{in thousands of UZS}

Statement of sources and uses of funds for Loan Agreement No, 3033-UZB

Opening cash balance:

Cash receipts:
ADB replerishrrients to imprest acgount
Returned cash funds:
Withdrawn funds for inelfigible activities
Unused funds by the Bank's branches.
Total cash funds available
Cash payments:
Funds disbursed to issue of sub-loans
Withdrawn finds for ineligible aclivilies
Funds refurned to Ministry of Finance of the

‘Republic.of Uzbekistan

Total cash payments

Ctosing cash balance:

Approv a{ and signed on behalf of {

o
4

Bakhodirbek Mulakhanav

Tashkent, Uzbekistan

Notes to the special-purpose cash basis financial Statement.on pages 7 - 11 ara integral part of these statement. -

Note

§

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

Cumulafive as at

Cumulative as at

2018 31 Décémber 2016 2045 31 December 2015
745 000 - 745 000

- 367962204 - BE7962204

- 14 800000 . 14 800 000

- 1901 637 . 1901 697

384 663 901 745000 384 663 901

- {369 118 901) - (369118801

{14 B00-000) - (14800000}

(745000} {745:000)

'(745 000) (384 663 901) - (382918901).
. " 745000 745000




Jolni-Stock Commercial Bank “Qishioy Quritish'Bank™

Housing for Integrated Rural Development nvesiment Program
Tranche 2 and Tranche 3:ADB Loan Agreements No, 3039-UZ8 and No.-3271-UZB

Notes to the Special-Purpose Cash Basis Financlal Statement for the year ended 31 Dacember 2016

1, Principal activity

Joint:Stack Commercial Bank ‘Qishioq Qurilish Bank” (hereinafier ‘the Bank®) was established on hasis of fesolution of the
president of the Republic of Uzbekistan No, MT-1083 dated from- 30 March 2008 "On establishment of Joint-Stock
‘Commercial, Bank “Qishloq Queilish Bank® based on Joint:Stack Commercial Bank “Galla. Bgnk" As at 31 December 2016,
the Ministry.of Finance of the Republic of Uzbekistan owns 78.88% sharés of the Bank {2015:76.76% respactively)..

The Bank catries out its main activilies based on a banking fcense. for banking operations issued by the Gentral Bankof the
Republic of Uzbakistan Na. 77, the license was updated in 4-August 2014. The Bank also hias General license-for foreign
currency iransaction issued by:the Central Bank of the Republic-of Uzbekistan No. 60 dated from 4 August 2014,

The Bank is a member of the Banks Association of the Repubfic of Uzbekistan, Republican currency exchange and the
Fund of quarantee of deposits of citizen at banks:

The Bank participates-in a system of depasits protection schefne of banks of the Republic of Uzbekistan through Fund of
guarantee of deposits of citizen at banks in ling with Law of-the Republic.of Uzbekistan “On guarantees of protection of
deposits of citizen at banks". The system of deposits protection scheme of banks guarantees repayrment of deposits in case
the Central Bank of Uzbekisian recalls the license for banking activity, in fulf volume pursuant fo the balance of deposits, to
be refiected in.interim liquidation balance of the bank at fhe éxpense of the Bank and the Fund. Guaranteed repayments by
thie Fund of the depostts of citizen do not spread in‘case of reorganization of-a bank.

Prinicipal aclivily of the Bank is commeéicial and refall bartk operafions'In the territory of the Republic of Uzbekistan and its
beyond. ‘These cperations include operafions wilh Securities, foreign cuirency, affracting. deposits and. issuance. of
commercial ioans in Uzbek Soums; and in freely convertible-currencles, rendering services fo customers in realizafion of
export and import operations.

A significant part of the Bank's activities includes a fole of a government agent in impreving the fiving conditions of the ruraf
population and financing construction in rural-\iill'ages by issuing long-term mortgage loans to residents living in such areas,
"These activilies represent a significant part of the-Bank's assets, financial sources and income genération and carsied out in
accordance with the Loan agreement bétween Asian Development Bank-and the Govermnment of the Republic of Uzbekistan
an "Housi'ng for Integrafed Rural Develapment Investment Program.

The Bank operates through Head Office in Tashkent and 42 branches within the territory of the Republic of Uzbekistan.
(2015: 42 branches).

Legal address of thé Banl: 18 A, Alisher Navei Street, 100080, Tashkenl, Republic of Uzbekistan..

Housing for Integrated Rural Development {“HIRD"} Investment Program

In order to improve the quality of life of the rural population through the constiuction of modem Individual housing based on
approved design, utllmes and social. infrastrecture, ‘on-31 August 2011, the Board of Directors. of the Asian Development
Bank {"ADB" approved mulfi-tranche finanging for the HIRD Investment Prograim (‘Progran’) in the amount of 500 000
thousands US dallars.

The Government of Uzhekistan signed a Framework Financing Agreement ('FFA") dated 29 July 2011 for 500 000
thousand USD with ADB, According to the FFA (i} ADB makes series of loans {tranches) to Uzbekistan, each of which Ts
govermed by a separale: loan agreement and (fi) mortgage {oans (“sub-oans”) fo eligible sub-borrowers are:made though
participating commercial banks (‘PCBY) [hat, in turn, bomow funds fram Uzbekistan in accordance: with ofte or mose
subsidiary loan ag_re’e‘mehis..wm] ‘Uzbekistan.-



Joint=Stock Commercial Bank “Qishlog Quritish Bank”

Housing for Infegrated Rural Development {nvestment Program
Franchie 2-and Tranche 3 ADB Loan Agresmants. No.:3039-UZ8 and No. 3274-UZB

Notes to the Special-Pirpose Cash Basis Financial Statement for the year ended 31 December 2016

According fo terms of the FFA, the Government of Uzbekistan sighed a Loan Agreement No.-2775-UZ8 dated 16 February
2012 {tranche 1), & Loan Agreement No.-3039-UZB dated 11.October 2013 (tranche 2) and a Loan Agreement No, 3271-
UZB dated 21 August 2015 (tranche 3) far USD 300 000 thausands, LISD 200 080 thousands and USD 100.000 thousands
wilh ADB respectively. According fo these loan- agresments, ADB agreed to lend, through the Minisiry. of Finance of
Uzbekistan (hereinafter “MOF"):

MOF converled abovemsntioned fends inta Uzbek Soums (“UZS)-and disbursed to the PCBs in UZS. PCBs as mentioned
above provided sub-loans financed pardially by these funds to sub-bomowers according to the ADB terms.

Aceording fo ternmg.of the Ians, the PCBs pays {o the MOF interest for provided loans and returns loans principle.. The
uiimate responsibility for repayment of the principal loan amount and the respactive charges lies with the Government of
Lizhekistan.

According to fhié President Decree-of the Republic of Uzbekistan No. IN-1687 dated 14 January 2012 "On the program of
construcling standardized madefs of houses for individuals in rural areas in 2012 the Bank participated-in financing 8510
houses under construction in 2012, 8 383 out of 8 510 houses under construction were financed-partially by the ADB, ie.
65% of each-8 363 sub-loans were financed from the ADB funds.

According fo the President Decraeof the Republic of Uzbekisian No: 71-1902 dated 4 January 2013 “Cn the program of
canstrucling standardized madels of houses for individuals In rural areasin 2013 the Bank participated in financing-8 162
houses under constction in 2013: 1 895 out of 8 182:tiouses under construction were financed partially by the ADB, i.e.
30% of-each 1 895 sub-loans were financed fromi the ADB funds.

According to the President Decree of the Repubitic of Uzbekistan No, [171:2088 dated 15 November 2013 “On the piogram
of constiugiing standardized models of houses for individuals in rural areas ih 2014" the Bank participatéd in financing 7.778
houses tinder-construction in 2014. 7 842 out of 7 778 houses-construction were financed partially by the ADB, 1.e, 20% of
each 7 642 sub-loans were financed from the ADB funds.

According to the President Dacree of the Republic:of Uzbekistan-No. NN-2282 dated 7 January 2015 °Cn the program of
constrcting standardized models of houses for individuals in rural areas in 2015 and main parameters of construction.in
206" the Bank participated in financing 5 571 fouses undar construction In 2015, 1 874 out of 5 571 hauses: tnder
conistruction were financed partiaily by the ADB, i.e. 75% of each 1 827 sub-loans were financed from the ADB funds.

2, Autharization Date:

The Special-Purpose Cash.Basis Financial Statement for the year ended 31 December 2016 was prepared in 2ccordance
with the method of accounting an a cash income and expenditure was- authenized for issue. in. accordange with a.declsion of
the management {Chaimman of: Board, Bakhodithek Mulakhanov, and Chief Accountant, Muzaffar Nirmatov) on 21 June:
2017

3. Basis for presentation of Statement

These Special-Purpose Cash Basis Financial Stafement have been prepared in accordance with the ntemational Public
Sedior Accounting Standard Financial Reporiing under thie Cash Basis of Accounting ("IPSAS Cash basls’) promulgated by
the International Federation of Accountants {* FAC“) as required in “Financial Management Technica! Guidance Nofe:
Project Financial Reporting and Auditing”, issued by the ADB Tn March 2015, as well as the requirements of lhe Loan
agreemem and the agreement on the refinanging of ADB's part of the loan,



JoinkBtack Commercial- Bank “Qishloy Qurilish Bank®

Housing for.Integrated Rural Developsiént tvestment Program
Tranche 2-and Tranche 3 ADS Loan Agreements No, 2039-UZB and No. 3271-UZB

Notes to ihe Special-Purpose Cash Basis Financlal Statement for the year endéd 31 Decembar 2016

The Special-Purpose Cash Basis Finanicial Statement consists of Statemen: of sotrces and uses of funds and notes to the
special-purpose statement for the year ended 31 December 2016. The Special Purpose Cash Basis Financial Statement is
prepared on a comparative basis and Incltdes financlal results under-ihe-Loan: Agreemenls No. 3039- UZ8 and No, 3274-
UZB, which is a comprehensive basls of accounting and diffess from {nternaticnal financial reporting standatds. .

These Special-Purpose Cash Basis. Financlal Stafement present: information cnly on granting initial foans using the
horrowed funds from ADB, Presentation of information about repayment-of sub-loans.and their subsequent re-lending In this
Spetial-Purpose Cash Basis Financial Statement is not required,

4. Summary of significant accounting policy

Cash basis.accounting

The cash basis of accounting recoghizes fransactions and events.only when cash {including cash equivalents) is recelved
or paid by the Bank. Financial statement prepared under the cash' basis provide information about the sources of cash
funds during the period, the purposes: for which eash was used and the cash balances at the reporiing dale. The
measurement focus In the financial statement is balances of cash and changes therein.

Borrowings from other banks ang intemational financial organizations {including MOF) are generally lead {o cash feceipts.
Sub-loans provided-to the sub-borrowers are considered {0 give rise to cash outflows {cash payments), Cash receipts and
payments are reported on a grass basis, excepthat cash receipts and payments reported on a het basis When:

{a) They arise from transactions which the Bank administers on behalf of other parties-and which are recogriizéd in the
Statement of sources and.uses of funds; and

(b) They are for itema in which urnover isquink._theamaunté are large, and the maturities are short,

Reporting currency

The reporiing currericy of the Special-Purpose Cash Basis Financial Statement is Uzbex Scumis (hereiriafter "UZS?) since
the Bank received financing from the MOF in UZS and further provided sub-loans o the sub-borrowers in UZS respectively,
Total ioans provided in Uzbek Soums were converted to US dollars at the official rate-of the Ceitral Bank of the Republic of
Uzbekistan..

Imprest account.

A separate hank account {Imprest account} Is opened at. the Banl for depostting. replenishments according to the
Agreement on re-énding the part of ADB's loan by MOF and for the exclusive use within the Program.

The Bank uses ihe Imprest account to.obtain replenishments for lending sub-lodns o sub-bomrowers withiri the Program. A
balance of Imprest account at the érid of the reparting period represenled in Note 5.

Cash funds controlled by the Bank

The Bank controls cash funds when the Bank can use the cash funds for the achievement of its own objectives or othenwise:
benefit from the cash funds and exclude or reguiate the.access of others to that berniefil. Cash funds coflected by, or
appropriated or granted fo the Bank and which the: Bank can use to fund its operating objeclives, acquire capital assets or
répay ils-debt are controlled by the Bank.



Juint-Stock Commercial Bank “Qishloq Qurllish Bank”

Hausirg far lntegrated Rural Developrnent investment Program
Tranche 2 and Tranche 3 ADB-Loan. Agiéements No. 3038-UZ8 and ‘Mo, 3271-UZB

Hotes to the Special-Purpose Cash Basia Financial Statement for tive:year ended 31 December 2016

ADB's replenishment to the Imprest account

ADB's replenishment to the Imprest account represents funds récelved from the MOF in UZS as ADB funds provided for the
Program financing. The MOF receives from the ADBToans in USD, converts them into the UZS, and further disburses fo the
Bank.

ADB's replenishment ko the Imprest account is recognized whenever the cash received by the Bank and considered-as cash
reGeipts.

Returnedt unused firnds by-the Bank's branches to the Bank

The Bank disburses funds for sub-loans fo its branches, which finances houses construction -and Issues sub-loans fo the
subi-borrowers. Exiia funds from the ISsue of sub-loans are returmed fo the Bank's mprest account as unused funds.
Relumed funds are: recognized when the Bank receives funds from s branches.

Funds disbursed fo issue of sub-foans

Funds held.in the: Imprest: account are disbursed fo the branches of the Bank, which in their tura finances houses
conslruction in accordance with Program and lIssues sub-Joans: Funds disbursed o issue-of sub-loans are considered as
cash payments whenever the.cash disbursed inky ihe branches,

Returned funds to.the MOF

After achieving set objectives accordmg to-the Loan agréement remaining funds held in the fmprest account is subject for
returning to the MOF. Retumed furids are considered as retumed on the: date of gash outflow, L.e: cash payment.

Funds disbursed for ineligible activitles

Thie ADB’s finds disbursed 10 the Bank should be used for the Program: implementation. The Bank should follow the Loan
Agreements No, 3039-UZ8 and No, 3271 UZB requitements In implementing Program If the funds of the ADB are not used
in-accordance with requirements, then such payments are considered &s ingligible {disaliowed) and the Bank should retum

ineligible payments.

5. Cash and Cash equivalents

The apening and closing balances presented in Statement of saurces and uses of funds répresents funds held by the Bafk
ori 1 January 2016 and 31.December 2016 accordingly under the Loan-Agraements No. 3039-UZB and No. 3271-UZB.
Opening cash bafance under the Loan Agreement No. 3039-UZB was 745 000 thousand UZS which was paid back to the
MOF duiing 2016.

Gpenmg cash balance under the Loan Agreement No. 3271-UZB was 13 464 895 thousand UZS, which should be used for
finaniciig construction of the houses and issuing of sub-loans to the sub-borrowats. in 2016, part of funds in the amount-of

13 143 733 thousand UZS have been used for financing the consiruction of houses within the Program and provide sub-
loans fo sub-borrowers to finance-the purchase of houses in rural areas, -and the remaining amount of 321 162 thausand

178 was paid back fo MOF.

10



Joint-Stock Cn_mme_rciﬁ_l Bank *Qishleq Qurilish Bank”

Housing for ntegrated Ruzal Development Investment Program

“franche 2 and Tranche 3 ADB Loan Agreements No. 3039-UZB and No. 3271-UZ8

Notes to the Special:Purposé Cash Basis Finangial Statement for the year ended 31 December 2016

6. ADB replenishments to Imprest accounit

During 2016 the Bank did niot recejve any funds from MOF within the: Loan Agreement No. 3271-UZB {in 2015, the: Bank
recejved-aloan in the amount of 166,732 363 thousand UZS).

During: 2016 the Bank did not receive any funds from the MOF within the Loan Agreement MNo. 3039-UZ8, as the arount of
the [oan was issued in 2013 and 2014 (2015: 0 thousand UZS respectively).

7. Returned fiinds withdrawn for ineligible activities

According to the Loan Agreemerits No. 3038-UZB 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 amounis should
be retumed by the Bank'io the Imprest account of the ‘Bank, In 2018, there were no ineligible payments that was noted by
ADB.

However, in November 2013 ineligible payments for 14 800 800 thousand UZS. were recognized. The Bank has transfefred:
14800 000 thousand UZS teaiporarily to an’ account of that relaled o fhe Program. Subsequently, these funds were
transfeired back to Imprest Account and were used for the purpose for which they were originally provided,

8. Retumed unused funds by the Bank's regional branches to the Bank

In 2046 the branches of the Bank did ol refur the Bank any funds under the Loan Agreement No. 3271-UZR {in 2015, the
Bani's branches refurned funds in the amount of 386 100 thousand UZS, fhese funds further were allocated ‘to other.
branches).

Under the Loan Agreement No. 3035-UZB, the branches of {iie Bank dig not return the Bank any funds in 2016 as the
amount of foah to issue was provided in 2013:and 2044 {2015: 1 302561 UZS thousand respectively).

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

Accoiding fo the Président Decree of the Republic of Uzhekistan No, I1-2282 dated 7 January 2015 *On the program of
construclingstandardized models of houses for individuals I rural areas In 2015 and main parameters of construction in.
2016 the Bank pariicipated’ in financing 5 571 houses under construction, 1.874 out of & 871 houses under construction
were financed partially by ‘ADB. according fo Loan Agreemient No. 3271078, i.6. 76%. of each 1 874 sub-loans were
financed from ADB funds.

Under ihe Loan Agreement Mo, 3039-UZB, the Bank has not disbursed any funds Yor construction of houses in 2016 as the
amount of the foan was issued in 2013 and 2014,

t



