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Independent Reasonable Assurance Report:

To The Board of Joint-Stock Commercial Bank “Qishloq Qurilish Bank” and Asian Development Bank

Subject Matters and Criteria
‘Ourtask was to conduct independent audit with reasonable assurance in connection with the foliowing:

» compliance .of Joint-Stock Commercial Bank “Qishiog Qurilish Bank” {hereinafter *the Bank'} with the specific

provisions of Loan agreement Ne. 3039- Wyd:} dated from 11 October 2013 (hereinafter “Loan agreement’) between.
- Asian Development Bank (hereinafter "ADB"):.ADB's funds have been used for the purposes for which the funds were
-aliocaied in accordance with Arficle [li {paragraphs 3.03- fal, 3. 03:[b] and 3.05), Schedule 1 {paragraphs 1 (a] and
2 [a]) and Schedule 5 (paragraphs 3 [a], 3 [b], 3[d], 4 [a]I 5 [a], 5 [6], 5°[c]and 6} for the‘period from 1 January 1o H
December 2015;

> compliance of the Bank with the specific provisions of the ADB's Loan Disbursement Handbook in relation to

o imprest account procedures, ie. that the imprest account.gives a lrue and fair view of the receipts collected and
payments made and supports imprest liguidation of expenditures ‘and replenishments for the pericd from 1 January lo
31 Deceriber 2015,

> compliance of the Bank with specific provisions. of the ADB's' Loan Disbursement Handbook i relation to
Statement of Expendifure procedures, Le. that adequate supporting documentation has-beer maintained according fo
ihe-ADB's requirements Tor liquidation of expenditures incurred and that the expenditures are eligible for financing
under the Loan agreement signed betiween ADB and the Republic of UzbeKistan for the period 1 January fo 31

‘December 2015,

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

» compliance of the Bank with the specific provisions of the Loan agreement; The ADB.funds have been used for
the purposes for which the funds were allocated in accordance with Aricle Ill {paragraphs 3,03 [a}, 3.03 [b] and 3.05),
Schedule 1 {paragraphs1 [a] n 2{6]) and Schedule 5 (paragraphs 3 [a}, 3 k] 3 [d], 4[a],5 [a], (b}, 5 [c}and 6) for
the period from 1 January to 31 Dacember 2015;

¥ compliance of the Bank with the specific provisions of the: ADB's. Loan Disbursement Handbook i in relation to
- imprest account procedures, i.e, that the imprest account gives a true-and fair view -of the receipts collected and
payments made and supports imprast liquidation of expenditures and replenishiments for the perfod from 1 January to.

31 December 2015,

» .compiiance. of the Bank with specific provisions of the ADB's Loan Disbursement Handbock in relation to
Statement of Expenditure procedures, i.e. that adequate supporfing documentation has been maintained according to.
— the ADB's requirements for liquidation of experiditutes Incurred: and’ that the: expenditures are eligible for financing
under the Loan agreement signed batween ADB and-the Republic of Uzbekistan for the. period: 1 January to 31

December 2015,
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Dur responsibility

Our responsibility Is to. report on. subject matters (as specified Section “Subject Matters and Ciiteria®) based on our
performed work.

We provided our services in accordance with intemational Standards on Assurance Engagements {ISAE} 3000
“Assurance Engagements other thar Audits or Reviews of Historical Financial Inforination”. According to these
standards we must comply with ethical requirements and plan, and perform assurance engagement fo cbtain
reasonable assurance that the subject matters are in-compliance, in all material respects, with the specified criteria {as
-specified in-the Section "Sub;ect Matters atid Cntena "

We believe fhiat the evidence we have obtained is sufficient and appropriate to.provide a basis: for our qualified
reasonable assurance opirion.

Rasis for Qualified Conclusion
Compliance with imprest account procedures

1. The amount of casfi balances in the imprest account as at 1.January and 31 December 2015 was amounted to UZS
3_4.456 thousand ‘more compared with the outstariding unliqiidated replenishments. of imprest funds-due to the
difference between the actual disbursements and liquidated expenses it prévious years.

"The Bank prepared Statement-of Exgenditures-for 2014 {which served'as a basis for liquidation of imprest account
expenses} on basis of agreed share of ADB in financing the sub-loans {50%). in 2014, the amount of sub-loans has
besn revised in connection with Increasing of minimum monthly wags, however the ADB's share has not been
revised; as a resuit; the amount of expenditures in Statement of Expenditures was higher than actual-expenditures for
175 34,456 thousand. In order to-comply with the procedures of imprest account, actual balance of cash funds should
be equal to sutstanding unliguidated balances of the Loan as at 1 January and 31 Decemmber2015.

2. Quistanding hafances of unfiquidated imprest account replenishments aceuired because of fiquidation of eligible
expenses in rélation to loan replenishment. Ta.condinm the elig ibility of expendifures, there was a necessity fo review
the eligibility criteria of sub-borrowers, which is set outin 3 [a], 3 [b], 3 [¢], and. 3 [d] sup-projects in paragraphs 4[]
.and 4 [b]. Previous auditor was unable to obtain sufficient appropriate audit evidence about effgibility criteria set.outin
paragraphs 3 [c] and 4 [b), because these-iwo paragraphs were:excluded from their scope. Consequently, previeus.
auditor was-unable to: determine whather sub-borrowers and sub-project met the eligibility criteria described in these
fwo paragraphs io be in full-compliance with the requirements. of Imprest Account pracedures in terms-of presentation
‘accurate outstanding bialances on unliquidated replernishments.

Reasonable Assurance Opirion

I our opinion, except for the matters discissed in the Basis for Qualified Conclusion paragraphs:-

> the Bank complied, in-all material respects, with the: specific provisions.of the Loan agfeement: The ADBfunds:
have been used for the purposes for which the funds were provided as defined in Article It (paragraphs. 303 [a],
'3.03 [h] and 3.05), Schedule 1 (paragraphs 1 [a]-and 2 [a]), and Schedule 5 (paragraphs 3 [a), 3 [b], 3 [d], 4 [a),
5[a], 5 [b], 5 [c] and B) in the period from 1 January to 31 December 2015 (please refer to Annex 1-for excerpt from
Logn agreement);

> the Bank complied, in all material respects, with the. specific provisions of the ADB's Loan Disbursemerit
Handbook if relation 16 Imprest Account procedures, i.e. that the Imprest Account gives a frue and falr view of the
réceipts collected and payments’ made and supports imprest liquidations and replenishménts in the ‘period from 1
January to 31 December 2015;



> ihe Bank complied, in all material respects, with the specific provisions of the- ADB's Loan disbursement
Handbook in relation to Statement of Expenditure procedures, 1. thal adequate suppoarting documentation’ has been
maintained to support-claims o the ADB for liguidation of expenditures incurred and that the expenditures are efigible
for financing under the Loan agreement between the' ADB and Uzbeldstan in the period from 1 January to 31

December 2015,

[nherent limitation

Without modifying our reasonable assurance opinion, we draw attention to the fact that inherent limitations exist in
assurance engagements, due to the selective tesiing of the information. Therefore fraud, ertor-or non-compliance may
océur and riot be detected, Nen-financial data may be subject to more inherent limitations than financial date, given ifs
nature and the methods used for delermining or estimating such data, These inherent limitations may influence the
evaluation of the'subject matters against the ctiteria {as specified in Section “Subject Matters and Criteria” above).

Restriction'on Use and Distribution

This independent reasonable assurance report is provided solely for the use of the- Board of the Bank and the ADB
and only for the purposes of the Project -and should not be used for any other purpese- or distributed.to any other
parties.

PMAC MYIS

PKF MAK ALYANS LLC

28 September 2016
Tashkent, Uzbekistan
ist Avenue, 22, Aviasozlar Street




Joint-Stock Commercial Bank “Qishlog Qusilish-Bank”
Housing for Integrated Rural Devefopment investment Program - Tranche 2 Loan Agreement No..3033-UZ8

Appendix 1, Excerpts. frori Loah Agreement:

Adicle [l - Use. of Proceeds of the Loan

Section 3.03. {(a) The proceeds of the Loan shalt be allocated and withdrawin -accordance with lhe provisions of Scheduls
3 fo.this Loan.Agraemenl; as such Schedule may be amended from tima to fime by agreement between the Borrower and
ADB.

{b) Notwithistanding the generallty of subsection (a} hereinahove and except as ADB may otherwise agreg, the procesds of
{he Loan described in ‘Section 3.01 (&) of this Loan Agreement shall be used ohly for making Subloans to-Quafified
Subborrowers for Qualified Subprojects and shall be applied exclusively for the financing of expenditures under Part 1 of the
Project.

‘Section 3.05. Except as ADB may otherwise agreg; the Borrower shiall cause-all items of expenditure financed out of the
proceeds of the Loan to be used exclusively in-the carrying ous of the Project.

Schedule 1 - Description of the Project

1, The abjective-of the Invesirent Program is to improve housing for targeled beneficiaries in the rural communities through
financing projects simed io:

(a) finance housing loans provided by PCBS fo targeted beneficiaries for their purchase of new residenlial fiousing under the
‘Ruraf Housing Scheme;

(b} improve capacity of logal-govemments to plepare. integrated rural develgpment plans -and investment promotion
strategies; and

{c) improve enabling environment for rutal micro gnd small sized énferprises.

2. As a'part of he Invesiment Program, the Project shali support:

{a} financing of houging foans provided by the PCBs to largeled beneficiaries for their purchases of new residential hoysing
under the Rural Housing Scheme of the Borrower {"Part 1°);.and

{b) capacily development of local governments, the MOE, the PCBs and related bodies, .improvement of enabling
environmenit for fural micro and small sized enterprises, and project management support {'Part 2°.

Schedule 5 Execution of Project; Financial Maiters

Qualifiect Subborrower

3. The Bomower shall cause the PCBs {o ensure that-each Qualified Subborrower shall meel arid maintain the following
eligibility criterias
(a} hefshe is a cifizen,-and resident of a rural area, of the Barrower,

(b) he/she agrees to use the Subloan only for the financing of his/her Qualified Subproject and he/she is Gnly enfitled: fo-1
Qualified Subproject for the purposes of this investment Program;

{c} hefshe meets the middle-income. or Jow-income, threshold of the Rural Housing Scheme (to be defined annually as a
mulliple of the national minimum wage}; and

(d) fhefshe agrees to occtpy, and nol lo sel or (ransfer ownership of; the house purchased under histher Qualified
Subpraject for.atleast & years from thé date hefsha raceives thelegal (Xle te the house.



Joint-Stock Commercial Bank “Qishlog Qurilish Bank"

‘Housing for Integrated Rural Davélopment Investiient Pregram - Tranche 2 Loan A__gregment No, '3B3Q-UZB

Appendix 1.Excerpts.from Lean Agreement

Qualified Subproject

4, The Borrower shall cause the PCBs to ensure thal each Qualified Subproject meets the following eligibifity criteria:

() 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 Qualified Subproject shall adhere:fo the safeguards requirements set forth in paragraphs 8 to 15 of this Schedule.

S_ub]oan
5. The Borrower shall cause the PCBs o ehsure that

{a) each Subloan made by a PCB in 2013 shalt: {i} have a term of 15 years, including a grace periad of 12 months; and (i}
charge interest at the rate of 7% per annum for the fi rsl 10 years and equal to the market fate (wherein the CBU réfinaricing

rate will be Used as a proxy) farthe remaining § years!

{b) each Subloan made by a PC8 i 2014 shalk: {i) have a term of 15 years, including a gracs period of 12 manths; and..(ii)
charge.interest at the-rate.of 7% per annum for the first 5.years and equal fo 90% of the market rate {wherein the CRU-

refinancing rafe will be used as 2 pr_cx_y) for the remaining 10.years; and
{¢) 2l Subloans shail not exceed $50,000 equivalent,

6. The Borrawer shall cause the:PCBs o ensure hat for each Qualified Subproject, at least 25%. of the-subproject costs
shall be peid by he Quafified Subborrower. The remainder of such costs: shalt be financed by way of a‘Subloan, {For. the
avoidance of doubt, the Subloan shall-not finance any costs relating to-QQl activities under the Rural Housing Scheme.)
Each such Subloan approved by a PGB, for which a loan agreement s entered into befween the PCB and a Quaslified
Subborovrer, in 2013 shall comprise 70% of s amount from the PCB's funds and 30% of the ameunt-ffom the praceeds of
the Loan relent by the Borrower lo the- PCB. Each-such Subloan approved by-a. PCB in 2014 shali comprise 50% af.ifs

amount from the PCB's funds and 50% of the amount from the proceeds of (he Loan relent by the Boirower to the PCB.

7. In the-evenl that any sligibility-criferia for a Qualified Subboirower, Gualified Subproject or Subloan is not complied with,
whethier at ihe time of Subloan approval or thereafter, ADB resarves the right to-exchude such Subloan from the Project

Fitignéial Convenants
8. The PCBs.shall remain financially sound Ihrough_cut ihe Prajeci implementation periad, Specifically, the PC8 shall:

{a) maintain acapital adequacy ratio.of not less 12%. Far the purpose of this subparagraph, capital adequacy ratic means
the ratio of regulatory capital fo risk assels, expressed as a percentage. Regulatory: capital means the aggregats of equity
share capital, general reserves and subordinate debt. Risk assets mean the aggregate of tofal assels less risk-free assels
(i.e..cash in hand, with. CBU and other banks, and holdings of securifies: issuéd by the Bomower-and by govetnmenis of
countries of the Organisalion for Econamic Cooperation and Developmant) plus off-balance shest centingsncies;

(b} maintain a retum on average assets ¢alio of not less than 0.5% for each of the last two-completed fiscal years. For the
purpose of this subparagraph, refum.on assets ralio means the division of net profitby the sum of the tolaf assets at he end
of the year-in issue and the total assels at the end of the previous year, expressed as a percentage and;

(ch ensure that its non-performing loans (i.e. debls requiring 100% loan-loss provisioning -as defined by CBU) are less than
5% of its tetal toan portfolios

=i]



Joint:§tock Commercial Bank “Qishiog Gurilish Bank™
Housing for Integrated Rural Development frsvestment Program - Tranclie 2 Lean Agreement No. 3038:UZ6

Appendix 2, Imprest account and Statement of Expend'iture_s :

Imprest account replenishments and liguidations statement

Imprest account L}:;:;”Ss:‘u“gz
Balance.as at 1 January 2015 710544
imprest account replenishmenis- -
Imprest aceouritLigiidations based on Statement.of Expenditures .
Balance as at 31 December 2015 710 544

The Impresl account feplenishments and liquidations slalement is prepared based on replenishments and liquidations made-
fn accordance with Chapter-10 of the Asian Development Bank Loari Disbursement Handbook (hereinafter *ADB"):

Imprest account replenishments

According to Loart agréement No, 3039-UZB dated-11 Otober 2013 {the Loan agreement"); the ADB disbursed foan to the
Mlmsiry of Finance (hereinafter "MOF") which furiher disburses them o the' Joint Stock Commefcial Bank “Qishloq Qurilish’
Bank' {hereinafter “the Bank”). Mo-fund was disbursed ta the Bank in: 2015 since in 2013 and 2014 the MOF has disbursed
alt funds to-be disbursed according to he Loan agreemanl,

Imprestaccount liquidations

According fo the Chapler § of the ADB Loan Disbursement Handbook the client recognizes liquidation based on the
Slatement of Expenditure submiltéd to the Bank, Statement of Expenditure presents based aciual eligible expenses that
should be fiquidated against replenishment received under the loan agreement.

The Bank has-not submilted ary Statement of Expenditure in 2015 tnder this Loan-agreement since all liquidallons on
Imprest-Account where made in prior years.

Balances.as at 1 January 2015 and 31 December 2015

Balances as af 1 January 2015 and 31 December 2015 represent oulstanding balances of unliguidated imprest account
replenishments-on 1 January 2015 and 3t December 2015 respectively. Balances may. not always represent actual cash
balances- on imprest account. Actual cash balance as at 1 January and 31December 2015 represents LZS 745000
thousand. Difference for UZS 34,456 thousand between actual cash balance and balance as per Imprest Account
Replerishments and Liquidaticns Statement resulled due to the difference in acluat disbursements and liquidated expenses
in prior years.

The Bank prepared Stalements of Expendifure for 2014 {which were used as basis for liquidation of eXpenses.in Imprest
account) hased on the agresd ADB share of financing sub-loans (50%). Tn 2014 the amount of sub-leans were revised
based on an inciease of minimum monthly wage but-a percentage of ADB share was nol revised; as a result; expenses as
per Stalements of Expenditure wére highier compating {o the' actual disbursements iy UZS 34,456 thousand..

Cash balance of imprest account as at 31 Decerhber 2015 (UZS 745,000 thousand) is 1o be Iransferred lothe MOF in-2016.

Approveﬁ-a}zd:-signed.on'behaif oF the Bank's

e

H J
‘&j&,\hﬁ B O T »ix v
Beikhodirbek Mutakhanov f
“ Chairman of the Board-
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PKF MAK ALYANS
Audit & Consuliing

Accountants &
business advisors

Independeit. Auditor’s Report
To the Board and Management of Joint-Stock Commercial Bank “Qishlog Qurilish Bank”

We: have- audited the attached Special-purpose financial statements prepared on a-cash basis. of Housing for
integraited. Rura! Development Investment Program fi nanced from the finds of the Astan Development Bank under
ADB Loan agreement No. 2775-UZB dated from 16 February 2012 (tranche 1, ADB Loan agreement No. 3038-UZB.
dated from 11 Qctaber 2013 {tranche 2), ADB Loan agresment No. 3271-UZ8 dated from 21 August 2015 (tranche 3).
and the contribution of the Joint:stock Commercial Bank *Qishloq-Qurilish 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 noles to the financial statements.

The Managerment's responsibilities for the preparation of special-purpose cash basis financial statements

The Bank's management is responsible for preparation and falr presentation of these special-purpose cash basis.
fingncial statemeénts’ in-accordance with the requirements of the International Public Sector Accounting Standard
Financial Reporting under the Cash Basis of Accounting promulgated by the Intemational Federation of Accountants,
and for the system of internal cantrol; which according to the management is necessary o prepare special-purpose.
cash basis financial statements that are free from material misstatements, whether due to fraud or error,

Auditor's responsibility

Qur responsibility is to express an opinion on these special-purpose cash basis i nancial statements based upon the
results-of our audit. We conducted our audit in accordance with the international Standards. on Auditing. Those:
standards require that we comply with. ethical requirements and plan and perform the audit to obtain reasonable
assurance whetherthe spec&al—purpose cash basis financial stalements are free of matenal misstatements.

An-audit involves performing procedres to obtain audit evidence about ihe amounts and disclosures i in. tfie spacial
purpose finanicial stalements in accordance with Internationial Standard on Auditing 800 {ISA 800). The selection of
the procedures depends on the auditor's professional judgment, Including the assessment of the rsk of material
misstatement of the spemat purpose cash basis financial statements; whelher due to fraud or error. In making fhose
fsk assessments the auditor considers internal control system relevant to the entity's preparation and fair presentalion
of the special-purpose cash basis financial statements in order-to design audit proscedures that are appropriate in the
ciicumstances bul not for expressing an-opinion on the effectiveness- of the internal control system of the Bank. An
audit also includes evaluating the approgriateness of accounting policles used and the reasonableness of accounting
esfimates made by management of the Bank, as well as evaluating the overali presentation of the special-purpose
cash basis financia! staiements.

We believe that the oblained audit evidence is sufficient and appropriate o provide a basis for expressing the auditor's
opinion.
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Auditor's opinion

In our apinion, the altached special-purpose cash basis financial staternents for the year ended 31 December 2015 in
all material respects prepared in accordance with the Intemational Public Sector Accounting Standard Firiancial
Reporting under the Cash Basis. of Accounting.

Accounting principles Restrictions ondistribution and use

By not shanging our opinion, we draw Your attention to Appendix 3 o the attached 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-menfioned
Loan agreements. Hence, the specialpurpose cash basis financial statements shall not be used for any ether
purpose.

This report is intended solely for-consideration and use of the- Management and Board of the Bank, and the Asian
Development Bank and should not be distributed 1o or used by other parties for any other purpose.

BED Bac /e
PKF MAK ALYANS LLC.

28 September 2016
Tashkent, Uzbekistan L
1 Avenue, 22, Aviasozlar Street



Joint-Stock Commercial Bank-“Qishlog Qurifish Bank”
Hausing for Integrated Rural Development Invéstment Program - Tranche.3 - ADB Loan Agreement _Ne[ 3771-Uz8

{in thousands of Uzbek Soums)

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

o Cumulative as at Cumulative as-at

Note 215 31 December 2015 2014 U December 2014

Opening cash balance: 5 . . .

Cash receipts:

ADB replenishmenls lo imprest account 6 166732363 166732363

Returned cash funds: -

Withdrawn funds for inefigible aclivities 7 - - - -

Unused finds by he Bank’s branches 8 386100 385100 . .

Total cash funds available 167 118463 167 118 463 K S

Cash pajfm'ents:

Funds disbursed to issue-of sub-loans g (153653568 {(153.653568) - -
Wilhdrawn funds for inaligible activitias . . . .
Total cash payments (153653 568) (153 653 568) : ;
Closing cash batance! 5 13464895 13464895 - | -

App’r_ovéa’;and signed on behajf of the Bank's Management Board on 26 Seplemher2016.
f ¥ -.._.__‘\ ) .

T Lo 2 OB L £ Ry
~md, L) ARG
o -w‘i‘}'.v.:}?"\.&n.,h_k. ot __,__%-_,_,_:Em_,./‘&f ; X
Bakhedirbek Mudakhanov ! vzaffarNurmatov
#Chairman of the Board ! hief Adcountant
Tashkent, Uzbekistan i ashkent, Uzbekistan

&

Notes to the special-purpose cash basis financial statements on pages 8 — 12 are integral part of these statements

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



Joint-Stock Commerciat Bank “Qishlog Qurilish Bank’

Housing for integrated Rural Devélopment fnvestment Program - Tranche 2 - ADB Loan Agresment No. 3039:UZB

{in thousands of Uzbek Sotims)

Statement of sources and Uses of funds for Loan agreement No. 3039-UZB

Qpening cash balance!

Gash receipts:
ADB replenishments fo imprest account
Retufried cash funds:
Wilhdrawn funds for ineligible activifies
Unused funds by the Bank's branches:

Total cash funds available

Gash payments;
Funds dishursed to ssue of sub-loang
Withdrawm funds for ingligible activilies

Totai cash payments

Closing cash balance:

Asprovef and signed on behalfbf the Banics
e i ta E

f‘: ?\j ‘t‘}'}\wk..}‘--__T:MHL‘%@,_.,WLM*’;
Bakhoditbek Mulakhanov }
Chairman of the Board
Tashkent, Uzbekistan

Nole

Cumulativeas at

Cumulative as at

2015 31 December 2015 2074 31 December-2014
745 000 .

367962204 200118630 367962204

- 14800 000 14 800 0G0

- 1901 697 1302 561 1901 697

745000 384 663.901 201421191 384663 901

- (3B9118901). {200676191) (369118 901).

- {14800 000} - {14800 000)

- {383918901) 745000 (383 918 901}

745 000 745000 745.000: 745000
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Notes to the special-purpose cash basis financial statements oit pages 8 - 12 arc itegral part of these statements

See for Independent Auditor's Conclusion on pages 3~ 4.



Joint-Stack Commercial Bark “Qishlog Qurilish Bank"

Housing for Integrated Rural Development [nvestment Progeam - Tranche 4 - ADB Loan Agreeriant No. 2775-U78

{inthousands of Uzbek Soums)

Statement of sources and uses of funds for L.oan agreement No, 2775-UZB

Cumufative as at

Cumufative.as al:

Note. 35 3 Décember 2013 2014 M December 2014

Opening cash balance: 5 488 489 36 177118
Cash receipts:

ADB replenishiments fo imprest account & 388 182.317 - 388182 317
Returned cash funds:

Withidrawn funds for ineligible activilies 7 - - -

‘Unused funds by the Bani’s branches 8 - -
Total cash funds available 488485 388182317 36477118 388182317
Cash payments:

Funds disbursed fo issug of sub-loans 9 (387 693.828) (35.086.629) (367693 828)

Withdrawn fiinds for ineligible activities - -

Funds raturned-to the Minislry of Finance of .

Uzbekistan 4 (488 489) {488 489) )
Total cash-payments (488489) (388'182317) 35688629 (387693 628)
Closing cash balance: 5 - - 488 489 488489

Approved pnd signed-on behalf of',&tie\gank’ ;
P : E \

; &
- i e
N KKE‘.»\&.@&.@%M,»
Bakhodirbek Mulakhanov :
Chairman of the Board !

Tashkent, Uzbekistan

hief Ag¢ountant
Tashient, Uzbekistan

Hotés to-the-special-purpose cash basis financlal statemients on pages § ~ 12.are integral part of these statements’

See for Independeni Auditor's Conclusion on pages.3 — 4.



Joint-Stock Commercial Bank “Qishiaq Qurilish Bank”

Housing for Integrated Rural Development Investment Program Franche 1, Tranche 2 and Tranche 3
ADB Loan Agreements No. 2775-UZB; No, 3039-UZB and No. 3274-UZB-

Notes to the Special-Purpose Gash Basis Financial Statements for the year ended 31 December 2015

1. Principal activity

Joint-Stook Gommigrcial Bank "Qishlog Qleilish Bank” (hereinafter “the Bank’} was established on basis of resolution

of the president of the Republic of Uzbekistan No. N1-1083 dated from 30 March 2009 “On establishment of Jaint-

Stock Commercial Bank “Qishloq Qurifish Bank™ based on Joint-Stock Commerciat Bank "Galla Bark™. As at- 31

Daceniber 2015, the Ministiy of Finance of the Republic of Uzbekistan owns 76.76% shares of the Bank (2014:

74.38%).

The Bank carries ot its tain activities based on a banking license for bariking operations issued by the Central Bank
of the Republic of Uzbekistan No. 77, the license was updated in 4 August 2014, The Bank alsa has General license

for forgign currency transaction issued by the Central Bank of the Republic of Uzbekistan No. 60 dated from 4 August
2044,

The Bank is 2 member of the Banks Association of the Republic of Uzbekistan, Republican cuirency exchange and
the Fund of guarantee of deposﬂs of citizen at banks.

The Bank. patticipates In a system of providing defense of deposits at banks of the Republic of Uzbekistan. througly

‘Fund of guarantee of deposits of citizen -at bariks in line with Law- of the Republic of Uzbekistan *On quarantees of
protection of deposits of citizen at banks". The systern of providing protection of deposits at banks of Uzbekistan

guarantees reimbursement: of deposits in case of recall the license for banking activity by-the Central Bank of
Uzbekistan, in full vohume 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. deposils of citizen do nat
spread {n-case of reorganization ofa bank

Principal activity. of the Bank is commercial and retail bank operations in the lerritory-of the Republic of Uzbekistan-and
ts beyond. These aperations include operations with securities, foreign currency, attracting deposits and issuance of

commercial foans in Uzbek Soums, and in freely. convertible currencies, rendering sérvices to customers in- realizafion

of expoit and import operations

A significant part of the Bank’s activilies include a role.of a government agent in improving e living conditions df the:

fural population and fi inancing construction in rural villages: by issuing long-ferm mortgage loans to residents living in:
stich areas. These activifiés represent a significant part of the Bank's assets, financial sources and income generafion:

atid carried out in accordance with the Loan agresment between Asian Developraent Bank and the Govemment of the

Republic of Uzbekistan on Housing for [ntegrated Rural Devalopment Investment Program.

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

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

Housing for Infegrated Rural Development {*BIRD") fnvestment Program
In order to improve the quality of life of the rural popufation through the: construction of modern individual hotsing

based on approved design, utilities, and ‘social infrastructure, on 31 August2011, the Board of Directors of fhe: Asian.

Development Bank ("ADB") approved multi-ranche financing for the HIRD Investment Frogram (*Frogrant’) In the
amountof 500,000 thousands US dollars.



Joint-Stock Comrhefcial Bank "Qlshloq Qurifish Bank”

Housling for Infegrated Rural Development Investment Program Tranche 1, Tranche J.and Tranche 3
ADB Loan Agreements No. 2775-UZB, No. 3038-UZB and No. 3271-ZB

Hotas to the. Special-Purpose Cash Basis Financial Statements for the year ended 31 Decernber 2015

The Government of Uzbekistan signed a Framework Finiancing Agreement. {"FFA"} dated 29 July 2011 for US Dallar
{4USD¥) 500,000 thousands with ADB. According to the FFA {i} ADB makes series of loans (tranches) to Uzbekistan,
each of which is govemned by a separate loan agreemert and. (I} mortgage loans ("sub-loans”) to eligible: sub-
borrdwers. are made though participating commersial hanks (*PCB") that, in.furn, borrow funds from. Uzbekistan in

‘accordance with one-or.more subsidlary loan agreements with Uzbekistan.

According to terms of the: FFA, the Government of Uzbekistan signed a Loan agreement Na, 2776-U78 dated 16
February 2012 (tranche 1), & Loan agreement No. 3039-UZB dated 11 Qctobar 2013 (franche 2) and a loan
agreement Na. 3271-UZB dated. 21 August 2015 {tranche 3} for USD 300,000 thousands, USD 200,000 thousands®
and USD 100,000 thousands with ADB respectively. Accordlng fo these loan agreements, ADE agreed to lend,
through the Ministry of Finance of Uzbekistan (hereinafter - MOF")

MOF convefted ‘abovementioned funds into Uzbek Soums (UZ8") and disbursed: to-the PCBs in UzS. PCBs as
mentioned above provided sub-Joans financed partidlly by these funds to sub-borrowers according to the ADB terms.

According to terms of the loans, the PCBs. pays to the MOF interest for provided loans and returns loans principle: The

ultimate responsibility for repayment of the principat loan amousit and the respecfive. charges fies with the Govemment
of Uzbekistan,

According fo the President Decree of the Republic of Uzbekistan No. M71-1687 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

parfially by the ADB, i.e. 65% of each.8,363 sub- loans were financed ffom the ADB funds.
According to the President Decree of the Republic-of Uzbekistan No, 1171-1602 dated 4 January 2013 *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 construciion in 2013, 1,895 6ut of 8,182 houses under construction were financed partially by the
ADB: i.e. 30% af each 1,895 sub-loans were financed fram the ADS fiinds.

According to the President Decree of the Republic of Uzbekistan No, NN-2068. dated 15 November 2013 "On the

pragram 6f constructing standardized models of houses for individuals in rurat areas in 2014" the Bank participated in.
financing 7,779 houses under construction in 2014, 7,542 out of 7,779 hiousés construction were financed partially by
the ADB, i.2. 50% of gach 7,642 sub-loans were financed from the ADB funds.

According to the President Decrae of ffie Republic of Uzhekistan No. NN-2282 dated 7 January 2015 “On the program
of canstructing standardized models of houses for individuals in rural areds in 2015 and main paramelers. of
construction in 2018* the Bank participated in financing.5,571 houses under construction in 2015, 1,827 out of 5,571
houses under construction were financéd partially by the ADB, i:e. 75% of each 1,827 sub-loans were financed from

the ADB funds.

2, Authorization Date

The. Special-Purpose Cash Basis, Financial Statement forthe year ended 31 December 2015 was authorized for issue
in accordance with a decision of the management {Chairman of Board, Bakhodirbek Mudakhanov, and Chief

Accountant, Muzaffar Nurmatov) on 26 September 2016.



Jaint-Stoch Cominercial Bank"‘Qiél!ioq Quritish Bank"

Housing for Integrated Rurdl Development Investment Program Tranche 4, Tranché 2 and Tranche 3
ADB Loan Agreements No. Z775-UZE; No, 3038-UZ8 and Na. 3271-UZB

Hotes 1o the Special-Purpose Cash Basis Financial Statements for the year ended 31 December 2615

3. Basis for presentation of Statements

These Special-Purpose Cash Basis Financial Statements have been prepared in ‘dccordance with the Irternational
Publle Sector Accounting Standard Financial Répording under the Cash Basis of Accounting {'IPSAS Cash basis')
promulgated by the Intemnationat Federation of Accountants ({FAC”} &s required in "Financial Management Technical
Guidance Note; Project Finangial Reporting 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 Stelement of sources and uses of funds and notes’
to the special-purpese statement for the year ended 31 December 2015. The Special Purpose Gash Basis Financial
Statement is prepared on a comparative basis and includes financial results under the Loan agreements No. 2775-
UZ8, No. 3039-UZB and No. 3271-UZB, which is & comprehensive basis of accounting and differs from Infemational

financial repotting standards.
These Spacial-Purgose Cash Basis Financial Statements. present information only on granting initial loans tsing the

borrowed funds from-ADB. Presentation of information. about repayment of sub-loans and their subsequent re-lending
in this Special-Purpose Gash Basis Financial Statement is not required.

4. Summary of significant accounting policy
Cash basis accounting

The cash basis of accounting recognizes transactions and events-only when cash (including cash: equivalents) s
received or paid by the Bank. Financial stafements 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 balancesat the
reparting date. The measurement focus in. the financial statements is balances of cash and ehanges therein.

Borfowings from other banks and international financial crganizalions (including MOF) are generally lead to cash
receipts. Sub-loans provided to the subi-borrowers are considered {o give- rise to cash outflows (cash payments). Cash
receipts and payments are reported on a gross basis, except that cash receipts and payments reported ori a net basis

when:

(8} they arisé from transactions which the Bank administers-on behalf of other parties and which-are recognized in the
Statement of sotrces and uses of funds; and

{b) they are foritems in which tumover'is quick, the amounis are large, and the malurifies are short.

Reporting currency

The reporiing currency of the. Special-Purpose: Cash Basis Financial Statement is Uzbek Soums (heremaﬂer ‘UZs")
since the Bank received financing from the MOF in UZS-and further provided sub-loans 1o the sub-borrowers in UZS’
respectively.

Total loans provided in Uzbek Soums were converted to- US dollars &t the official rate of the Central Bani of the
Repitblic of Uzbekistan.

Imprest account
A separate bank -account (imprest account) is opened at the Bank for depositing’ replefistiments according to- the-
Agreement on re-tending the part of ADB's foan by MOF and for the exclusive use within the Program.

The Bank uses the Tmprest 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 Conimercial Bank "Qishicq Qurilish Bank”

Heusing for Integrated Rural Development Investmeal Progian: Tranche 1, Tranche 2 and Tranche 3
ADB Loan Agreements No. 2775.UZB, No. 3039 UZ8 and No. 3271-HZB

Notes io fhe- Special-Purpose Cash Basls Financial Statements for.thé year ended 31 December 2015

Cash funds controlled by the Bank

The Bank conirols cash-funds when the Bank can-use the cash funds for the achievement of its own objectives or
ofherwise benefit from the cash funds arid exclude or regulate the access of others to that benefit. Cash funds
coliected by, or appropriated or granted to the Bank and which-the Bank can Use o furid its. operating objectives,

-acquire ca_pital_-ass_ets'or repay its debt are controfled by the Bank.

ADB's replenishment to the Imprest account
ADB's replemshmentto fhe Imprest-account represents funds received from the MOF in UZS as-ADB funds provided

for the Program finaricing. The MOF receives from the ADB loans in-USD, converls. them into: the UZS, and further

disburses to the Bank.

ADRB's replenishment to the Imprest dccotint is recognized whenever the cash teceived by the Bank and considered
as cash receipls,

Returned unused funds by the Bank's braitches to the Bank
The Banik disburses funids for sub-loans to ifs branches, which finances houses gonstruction and issyes subdoans to
ihe sub-borrowers. Exira funds fram the Jssue of sub-loans are retited to the Bank's [mprest acéount as unused

funds. Returned funds are recognized when the Bank receives funids from its branches.

Funds disbursed to issue‘of sub-loans
Funds held in the fmprest account are disbursed to the branches of the Bank; which in their tum finances houses
construction in accardance with Programand issues sub-loans. Funds disbursed to issue of sub-loans are considered.

.a5-Cash paymenis whenever the cash disbursed inlo the branches.

Raturned funds to the MOF
After achieving set objectives according to the Loan agreement remaining funds held in the Imprest-account is subject

forreluming to the MOF. Returned funds are considered as retumed an the date of cash outflow, i.e. cask payiient.

Funds disbursed for ineligible activities
The ADB's funds disbursed fo the Bank shotld be usad for the Program implementation. The Bank should follow the
L.oan agreements No. 2775-UZB, No. 3039-UZB and No. 3271-UZB requirements in implementing Program. If the:

funds of the ADB are not used in accoidance with requirements, #hen such payments are considered as ineligible-

{disallowed) and the-Bank should return insligible payments.

5, Gash and Cash equivalents

The opening and closing balances presented in Statement of sources and uses of funds represents funds held by the
Bank on 1 Jandary 2015 and 31 December 2015 accordingly under the Loan agreements. No, 3039-UZB and No.
3271-U28.

Cash balance as at 31 December 2015 under the Loan agreement No. 3038-UZB is UZS 745,000 thousand which

should be paid back to the MOF {2014 UZS 748,000 thousand respectively). The Bank cannof use these-funds to-any-
activities including financing sub-loans except for returming to the MOF.



Joint-Stock Commercial Bark “Qistilog Qurilish Sank”

Housing for Integrated Rural Development Investment Pragram Tranche 1, Tratiche'Z and Tranche 3
ADB toan Agreements No, 2775-UZB, No. 3029-UZB and No. 3274-UZ8

Notes to the: Spec_:i'al-_Pur_pose-Cash Basls Financia Siatemants for the year anded 31 _Decerriher 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 isstiing of sub-lpans to the ‘sub- borrowers. The Bank
cannot use these funds fo any activities except for financing construction of the ‘houses tinder the Program and issue
af gtib-loans to the sub- borrowers for financing precurement of houses in riral areas.

6. ADB replenishments to Imprest account

The Bank received fiom the MFO LIZS- 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-nol received any fiinds from the MFO-in 2015 under the Loan agreement No. 3039- {ZB, since
loan amount fo be disbursed to the Bank was disbursed in 5013 and 2014 (2014: UZS 200,118,630 thousand).

7. Returned funds withdrawn for ineligible activities

According to the Loan agreements No. 3039-U78 and No, 3271 -UZB, ADB funds should be used for the sub-loans for
sub-projects financed under the Program, If ADE finds any payments made by the Bank as ineligible; then such
amounts should be refurned. by the Bank to the fmprest account of the. Bank; In 2015, there were no ineligible.
payments that was noted by ADB.

However, in November 2013 mellgable payments for UZS 14,800,000 thousand were recogpized. The Bank has
fransferred UZS 14,800,000 thousand temporarly to an account of that related {o the Program. Subsequently, these
funds were transferred 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 branches {o the Bank

Upider the Loart agreement No. 3271-UZB, the branches.of the Bank have refumed the Bank UZ$, 386,100 thousand
that represents-unused funds from issue of sub-lnans 1o the sub-bofrowers in 2015 {irn 2014, the Bank's brariches did
not retiim any funds, as the Loan agreement No. 3271-UZB entered info force in. Aligust 2015). These funds further

were allocated to-other branches.

Under the Loan agreement No. BOSQ-UZB, the brariches of the Bank have not rettrned any funds fo the Bank in 2015
as the amount of loan to issue was provided in 2013 and 2014 (2014; UZ8 1,302,561 thousand respectiveiy).

9, Funds dishursed to issué of sub-loans and financing tiouses construction

According to the President Decree of the Republic of Uzbekistan No. MNTM-2282 dated 7 January 2015 “On the program
of constructing standardized models of houses for individuals in rural ‘areas in 2015 and ‘main parameters of
construclion In 2016" the Bank participated in financing 5,571 houses under construction in 2015. 1,827 out of 5,571
houses unider construction were financed partially by ADB, i.e. 75% of each 1,827 sub-loans were financed from ADB
funds, Under Loan agreement No. 3271 JZ8, the Bank has dishursed UZS 153 653,568 thousand from ADB funds for
construction and provision of sub-loans for _@hous&s (0% nill,  qgryn

Under the Loan agreement No, 3030-UZB, the Bank has not-disbursed any funds for construction of houses in 2015
as. the amount of the Ioan was issued in 2013 and 2014 {2014; UZS. 200,676,191 thousand for 7,642 houses

respectively).

iz



