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Financial Restructuring Technical Assistance

Kazakhstan Bank Supervision Reform

Final Report
Contractor International Business & Technical Consultants Inc
Contract # EPE-0005-100-5056-00

Reporting Period January 1, 1997 to December 31, 1997

A CONTRACTOR’S REPORT
1 Background

USAID, in support of financial sector reform in Kazakhstan, 1s providing long-term
technical assistance to both the National Bank of the Republic of Kazakhstan (“NBRK”)
and to Kazak commercial banks The Financial Restructuring Technical Assistance
provided to the central bank 1s aimed at strengthening the NBRK’s supervisory and
regulatory process

Intial phases of the USAID assistance focused on the introduction of a rational
regulatory process and the adoption of some cntical policies and procedures The
current project seeks to build upon the previous work by developing the infrastructure
and training mechanisms so that the existing personnel within the NBRK can effectively
perform the supervisory function on an ongoing basis

2 Introduction

This report documents IBTCIl's accomplishments on Bank Supervision, Reform, and
Restructuring Project conducted for the National Bank of Kazakhstan in 1997 under
USAID Contract No EPE-0005-100-5056-00

The project provided technical assistance In the development of policies and
procedures to implement on and off-site prudential bank supervision at the National
Bank of Kazakhstan (NBRK) As already stated, It was undertaken with the ultimate
goal of developing the infrastructure and training mechanisms necessary to allow the
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existing personnel within the NBRK to perform the supervisory function thoroughly on
an ongoing basis

The basic goal of the project was to modernize and improve the supervisory capacity of
the Bank Supervision Department (BSD) and {o formalize the establishment of the new
processes The Resident Advisors (RA) provided input in several areas including
policies and procedures for on-site inspection and off-site surveillance, several banking
regulations, training i1ssues, accounting issues, bank licensing Issues, enforcement
alternatives, rehabilitation and hquidation i1ssues, and on a number of miscellaneous
subjects

3 Sub-Activities
A summary of the project's components 1s as follows

3 1) Integration of On-Site/Off-Site Operations
32) On-Going Bank Supervision Training

33) Financial Survelllance

34) Regulatory Enhancements

35) Licensing Procedures

36) Enforcement Alternatives and Procedures
37) Supervision Department Operations

31 Integration of On-Site/Off-Site Operations
A Objective and Overview

Assist in the selection of banks potentially needing restructuring efforts
Assist In the examination of targeted banks

Assist In the restructuring effort as necessary of targeted banks

Provide assistance to targeted banks in adopting standards of operation
Review Bank Rating System and draft recommended revisions, as needed

B Background

In the past, off-site survelllance and on-site inspections were performed by NBRK with
Iittle Interaction In addition to losing synergy that could be gained through information
sharing and interaction, 1t encouraged supervision based on rule compliance rather
than organic nsk assessment Prior to March 1997, only a very lmited number of
USAID or World Bank advisors was permitted to participate in on0Osite examinations

Under this task order, target banks were selected using off-site and other appropriate
inputs They were examined on-site and a plan for restructuring, If needed, was
designed and implemented
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c Work Performed
Tangible Results/Benchmarks

° Assist with five on-site inspections of targeted intermediate sized or larger banks
ACHIEVED

° Provide recommendations with respect to potential target banks for restructuring
efforts and methods of resolution ACHIEVED

. Provide organizational assistance to the banks targeted for restructuring in the

adoption of internationally recognized standards of operation ACHIEVED

Advise on the restructuring effort of five (5) target banks ACHIEVED

Finalize recommendations with respect to potential target banks for restructuring

Advise on the inspection of six (6) banks ACHIEVED

Review the newly adopted bank rating system and draft recommended revisions

as necessary ACHIEVED

D Assessment of Subactivity

Under the NBRK Bank Supervision leadership that existed prior to March 1997 only a
very imited number of USAID or World Bank advisors was permitted to participate in
on-site examinations Therefore, during the first quarter of 1997, USAID / IBTCI
advisors assisted examiners n pre-examination preparations and post-examination
report preparations on six commercial banks In lieu of on-site participation This
variation in tasks in comparison to terms of reference of the task order was conveyed to
and approved by USAID/ALMATY This attitude was due to the vacuum created by the
resignation of the Bank Supervision Director

With the appointment of a new Bank Supervision Director, USAID advisors, under the
guidance of Almaty-based USAID officials Paul Davis and Gary Linden, discussed the
limitations imposed by not allowing participation in on-site examinations with the new
NBRK management At her installation in late March, the new Bank Supervision
Director, N Abdulina, provided her full support for IBTCI advisors to participate in on-
site bank examinations The Director acknowledged the prior problem and offered to
rectify it Thereafter, IBTCI has been regularly participating in on-site examinations
Advisors began regular on-site advisonal duties at that time, starting with the
participation in April in the inspection of Interinvest Bank in Aimaty

In early June IBTCI advisors participated in pre-examination work on Agroprombank
and joined the ensuing on-site examination

During August, IBTCI advisors met with BSD examination officials and staff, despite the
August examination hiatus, to insure that a firm schedule of examinations for
September and the fourth quarter was finalized and that IBTCI advisors would fully
participate In the pre-examination, on-site inspection and post exam report preparation
and briefings In late August the wisdom of such preparation was realized as IBTCI
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advisors were requested to begin pre-examination analysis and scope setting with BSD
officials for the September examination of Temir Bank

In September, the examination of Temir bank commenced Full time on-site
participation by advisors both in Almaty and in the remote Zhambul branch, and post
exam report preparation and follow-up were requested by BSD and provided by the
advisors IBTCI advisors accompanied the examiner -in-charge on his Taraz (Zhambul)
and head office Almaty exams, consisting of nearly five weeks of intensive advisor on-
site participation

In November IBTC!| advisors assisted BSD in the area of accounting for risk capital
computations of open f/x positions Such participation included direct meetings with,
and participation of an on-site visitation of ABN Amro Kazakhstan, a major iniiator of f/x
innovation in Kazakhstan Advisors followed up with telephone conferences with ABN
Amro senior treasury officlals from Amsterdam

With regard to restructuring efforts, in the first quarter the IBTCI team assisted in the
evaluation of three Kazak banks, in preparation for their acceptance into the World
Bank twinning program Beginning in late January, Acting Director Zhumagulov
selected the targeted banks and appointed a department counterpart for the IBTCI
advisors IBTCI advisors collaborated with PIU and World Bank advisors Hauting and
Nihoff to review strategic plans Approval by NBRK of such plans 1s a prerequisite of
World Bank funding for the twinning The advisors subsequently reviewed current
examinations, strategic plans and other internal documents of Nefti, Tsessna and
Narodny banks Meetings were held with Zhumagulov and section Chief Zhorna
Tolobeyeva to discuss the conclusions of these analyses The advisors provided
suggestions for additional areas of investigation and advised on the criteria to be used
to assess the for suitability of the candidates

The twinning program would match Kazak banks that meet certain size, financial
soundness and managerial critena with western banks that can further the Kazak
banks' development Under this arrangement, a western bank I1s twinned with the
partner Kazak bank Consultation 1s then delivered on many fronts operational,
administrative, risk monitoring and strategy, offering integrated advice and preparation
of a western style template Financing for the twinning 1s provided by the western
bank's government and the World Bank World Bank funds are dispersed through the
NBRK IBTCI advisors counseled the International Relations Division on critena for
evaluating twinning candidates The IBTCI advisors were also appointed as advisors to
the International Relations Division/Bank Supervision Department joint committee on
twinning

Off-site follow-up survelllance was discussed both with BSD and the International
Relations Division, as twinning banks are monitored by both Additionally, IBTCI
advisors and the BSD used BOSS (Bank Off-site Survelllance System) data to compile
a list of commercial banks that could benefit from short-term assistance available

International Business & Technical Consultants, Inc 4
Final Report



Financial Restructuring Technical Assistance — Kazakhstan Bank Supervision Reform

through ACDI, an AID contractor That list of commercial banks was provided to the
USAID/Almaty

Subsequent to the review of Tsessna Bank's documentation and strategic plan (for
which an IBTCI advisor served as a principal), the bank received a no objection
recommendation from the NBRK This followed the IBTCI advisor's collaboration with
PIU and World Bank advisor Hauting to arrange a short-term technical assistance for
Tsessna from ACDI, an AID contractor

As a result of the approval by NBRK, funds of up to $1 3 million will be provided to
Tsessna and its twinning partner Three western commercial banks are presently
competing to qualify for the twinning partnership Initial tasks of the western twinning
partner will include transferring the western bank's internal systems for integrated
accounting and financial and managerial information, developing technology for
international correspondent relationships and foreign exchange management, and
providing comprehensive loan documentation and approval systems IBTCI advisors
have held on-going meetings with Willem Nihoff (contractor to World Bank), Paul Davis
and Gary Linden of USAID and NBRK officials to insure continuity and coordination in
the twinning process Similar programs were pursued with Neftibank, Norodny Bank,
Temir Bank and Kazagroprom Bank

IBTCI advisors also met with EBRD twinning advisors of Kazcommerce Bank, advising
them on Kazak banking issues and providing them English language transiations of
regulatory documents IBTCI advisors have also aided NBRK's International Relations
Division in its evaluation of candidate banks for the EBRD's small and medium
enterprise lending program

Alternative enforcement procedures were discussed with BSD in the event that the
twinning program proved unsuccessful or insufficient to remedy the bank weaknesses
IBTCI advisors have provided BSD with extensive matenals for implementing
enforcement actions IBTCl advisors also met with the manager of the Liquidation
Division and discussed liquidation alternatives and procedures Assistance was offered
In the event a liquidation became necessary

The advisors have reviewed the bank rating system and the newly adopted loan
classification normative utiized by the Bank Supervision Department Formal
recommendations were made for the classification system consisting of two parts (1)
modification to the system to conform to international standards and (2) addition of
rules concerning other assets and off balance sheet assets IBTCIl advisors also
supplied insights to make the evaluations less mechanical and to introduce a degree of
examiner discretion and subjective judgment in component ratings
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32 Ongoing Bank Supervision Training
A Objective and Overview

Develop training courses identified as needed for Certification Program

Provide training to staff to meet Certification Program requirements

Provide On-The-Job (OJT) training in various subjects as needed

Assist in identifying potential trainers from the Supervision staff

Work with potential trainers and have them participate in training activity
Coordinate bringing outside trainers to perform specialized training as
appropriate

B Background

In 1996, USAID adwvisors Instituted a certification program mandating universal
formal classroom instruction for NBRK bank supervisors The four courses that
comprise the core of the program are Methods of Bank Supervision", "Financial
Institution Analysis Using BOSS", "Credit Analysis and Underwriting”, and "Bank
Strategic Planning and International Banking" Provisions were additionally made for
significant On-The-Job-Training Incident to on-site inspections and off-site
surveillance

C Work Performed

Tangible Resulis/Benchmarks

o Develop and present seven (7) training course sessions Iincluded in the training
certification program EXCEEDED

. Identify a cadre of Kazakhstan trainers and have them participate in training
activites ACHIEVED

. Develop and present four (4) short course (half day/four hours) in an area

targeted for OJT EXCEEDED
D Assessment of Sub-activity

The four courses that comprise the core of the bank supervision certification program,
("Methods of Bank Supervision”, "Financial Institution Analysis Using BOSS", "Credit
Analysis and Underwriting”, and "Bank Strategic Planning and International Banking")
were developed by USAID / IBTCI advisors during 1997 Three of the four classes were
taught in multiple sessions The final class was arranged for 1998, consistent with the
two-year implementation plan, as all three prior classes are prerequisite to the fourth
All classes concluded with examinations, with further remedial classes provided for staff
who did not meet test minimums NBRK bank supervision actively participated in the
review of the classes Further, NBRK bank supervision staff began assuming instructor

responsibilities in the introductory class, freeing advisors to focus on development and
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instruction of the more advanced classes The NBRK assumption of fraining also
enhances the likelihood of continuity of the curriculum long after the advisory mission I1s
complete

The training component of the project began in the initial planning sessions with Acting
Director Zhumagulov The advisors discussed at length the elements that made up
each class Given the large time demands the classes would impose on BSD staff and
operations, the details of each class, and their usefulness, was highly scrutinized by
BSD management The curriculum was subsequently approved by Zhumagulov in late
February After meetings with training director R Beissetova, it was determined that the
advisors should begin with classes with "Methods of Bank Supervision” in March

In order to tailor the classes to the existing skill level of BSD staff, the advisors, In
concert with training director Beissetova, developed and distributed a questionnaire to
the staff The questionnaire sought information on staff education and previous banker
training, language proficiency and areas of bank supervision where they felt training
was most needed Accounting and foreign exchange operations were the most
commonly cited areas The introductory class outline was altered to reflect these needs

Advisors Satterfield and Gregorash also alternately attended the BOSS training classes
conducted by Barents staff (prior USAID advisors) in February This served both to
enhance the advisors’ detailed understanding of the tool they would later integrate into
supervisory procedure, while also affording an opportunity to assess NBRK bank
supervision staff competency and receptivity in a classroom setting

The two-week course "Methods of Bank Supervision" was conducted in mid-March and
included teaching participation by advisors Gregorash and Satterfield as well as World
Bank advisors The class concluded with a 75-question test All attending students
received passing scores on the final examination The second session of the two-week
course "Methods of Bank Supervision" was completed Iin early May and included
teaching participation by advisors Gregorash and Satterfield as well as World Bank
advisor Stirewalt The class also concluded with a 75-question test One outstanding
student was 1dentified in the class and was approved by A D Zhumagulov as a trainer
for the next class session to be conducted In June The class results were discussed
with BSD management At the request of Director Abdulina, a one-week remedial class
was offered to students who did not pass the earlier class

The third session of the two week course "Methods of Bank Supervision" was
completed in mid-June and included teaching participation by advisors Gregorash,
Satterfield, Stirewalt and, as envisioned as part of the continuity process, an
outstanding NBRK student from a prior class In addition to BSD students, the class
Included two representatives of the Information Technology Department, continuing the
inttiative of bringing related divisions into the training program The class concluded with
a 75-question test Another outstanding student was identified in the class and was
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approved by A D Zhumagulov as an additional trainer for the next class session to be
conducted in July

The formal classroom training of staff provided by IBTCI advisors achieved prommence
through the direct interest and support of Director Abdulina At her request, all students
failing the class' final examination were required to retest after a one-week remedial
session With the Director's consent, staff of related departments (Information
Technology and Project Implementation) were permitted to atiend the classes This
cross-training has aided the bank supervision department and IBTCIl advisors as
projects do require participation from these related areas (IT with BOSS, PIU with
examination Integration) Director Abdulina also required that BSD department heads
attend selected classes to show their support, participate in discussions and monitor
the participation of therr staffs Continuity of the training certification program after the
departure of the advisors, has been strengthened with the participation of two BSD staff
who would serve as full-time instructors

IBTCI advisors identified the need to develop the second and third courses of the
certification program and selected a short-term advisor to assist Iin the curriculum
development in July The fourth session of the two week course "Methods of Bank
Supervision” was completed in mid-July and included teaching participation by IBTCI
advisors Gregorash and Satterfield, World Bank advisor Stirewalt and, as envisioned as
part of the continuity process, two outstanding NBRK students from prior classes The
class concluded with a 75-question test Subsequent discussions were held with BSD
management to transfer all teaching responsibility for this class to BSD IBTCI advisors
would observe the next class to complete the transition Thereafter BSD would be fully
competent to hold future training courses

IBTCI short-term advisor Duane Stuker arrived in mid-July During his one month stay
he completed the design and class matenals for Certification Class 2, Credit Analysis
After the class was approved by BSD the introductory pilot teaching session was held
September 22-25, with IBTCI advisors providing instruction Twelve students attended
the class, including two senior section leaders The evolution of the class would follow
that of "Methods of Bank Supervision”, where all teaching responsibility for this class
would also be transferred to BSD after a transition train-the-trainer period

Positive responses to the class far exceeded the expectations of Director Abdulina, who
as a result, requested that two additional sessions be conducted, including one session
for the most senior managers and staff members Arrangements were made to hold the
classes, which at the request of students and the Director, were expanded from one
week to two weeks, beginning in mid- October

During early August, Advisor Stuker commenced work on Certification Class 3,
"Analysis of Financial Statements Using BOSS" The outline, design and preparatory
materials were completed and submitted for approval by BSD BSD approved the class
In September and arrangements were completed to conduct the pilot class in early
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October The ambitious training agenda, including one session on "Analysis of Financial
Statements Using BOSS" and two expanded (two week) sessions of "Credit Analysis"
were administered during the month by the IBTCI advisors

In order to maximize the value of the three certification programs developed for NBRK
and USAID, IBTCI advisors have shared the training materials and provided advice to
USAID bank supervision advisors In Tajikistan and Uzbekistan

Recognizing the need to institutionalize the program well past the period of consultant
participation, IBTCI advisors also presented BSD a paper on the continuation of the
Training Certification Program in 1998 Also prepared was a continuation of the Training
Certification Program in 1998 Senior and specialized training needs of BSD beyond the
basic certification classes were addressed, along with a plan to continue transferring
teaching and class revision responsibilities to BSD Appropriate specialized training
outside Kazakhstan was then outlined in anticipation of World Bank financed external
training proposals

BSD’s enthusiastic approval of the certification program, including the adoption of pre-
certification orientation and post-certification specialized senior training, reflect its high
regard for and confidence in the program and the advisors The desire to accelerate the
timeline, Increase the frequency and expand the duration of certification classes was
highly complimentary of the advisors’ efforts However, the extent of this participation
clearly underscored the need of an advisor staffing commitment in 1998 well above
present levels

In addition to exceeding the number of training sessions anticipated, IBTCI advisors
worked to Institutionalize the on-going training cuiture in the Bank Supervision
Department IBTCI advisors discussed the September training courses and teaching
participation by BSD with the Methodology Department, in anticipation of its eventual
transition to BSD administration Reflecting BSD's acceptance of the certification and
formal training concept, the Methodology Department, with IBTCI concurrence, initiated
its own novice orientation session for new employees to precede and screen
employees for parficipation in the formal certification program

On the job training had been similarly emphasized by the advisors IBTCI advisors
lectured the off-site surveillance division on data verification and quality edit techniques
as regards BOSS data set creation On-site modules were presented on analyzing
earnings streams by product ine and measuring risk capital via the Basle technique
IBTCI adwvisors lectured the off-site surveillance division on alternate peer grouping
techniques in connection with BOSS analysis and configuration

As noted previously, IBTCI advisors worked closely with the World Bank on-site bank
supervision mission Much effort was made to foster collaboration and avoid duplication
of technical assistance In that regard, the advisors worked with a World Bank Advisor
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on an on-the-job traning module and prepared a checklist for off-balance sheet
examination issues

To enhance BSD's understanding of trading risks, IBTCI advisors worked with FSVC
(Financial Services Volunteer Corps) to tailor their seminars on payment systems and
custodial nisks to address supervision issues

Further recognizing the necessity for future alteration to BOSS (Bank Off-site
Surveilllance System - see below), advisors arranged for computer specialists In
POWERBUILDER to hold a two week seminar for BSD and other NBRK technical
specialists The class commenced in early September and was highly regarded by
BSD Advisors also lectured a group of economic educators on Kazak banking issues,
a program which was sponsored by the US Peace Corps

33 Financial Surveillance
A Objective and Overview

Revise or amend financial reports as needed

Develop procedures to utilize BOSS (Bank Off-Site Survelllance System)
Develop a subjective risk assessment system for early warning analysis
Integrate BOSS automated early warning system

Introduce failure prediction and systemic risk monitors

B Background

A former USAID contractor developed BOSS (Bank Off-site Surveillance System) in
1996 to assist In the off-site analysis of commercial banks Implementation of the
system and training of NBRK staff in its use was conducted by their personnel in the
first quarter of 1997 After its introduction, the BOSS program proved to be an area of
significant difficulty Program calculation errors and bugs encountered after its
Introduction forestalled BOSS' use and necessitated significant intervention on the part
of the USAID/IBTCI advisors USAID/IBTCI advisors spent a large portion of the spring
and summer quarters to rehabilitate the program and to regain NBRK’s confidence in
the system As BOSS is the core data source for early warning surveillance, pre-
examination analysis and macro banking studies, the maintenance and integration of
this system into department operations was and remains to be critical Additional
training and use of BOSS for establishing an early warning system to detect problem
banks or problem situations that develop in the banking system was devised, albett late
in the mission
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c Work Performed
Tangible Results/Benchmarks

Observe BOSS installation and testing by the software vendor ACHIEVED

Advise International Department on bank monitoring methods ACHIEVED

Advise on microanalysis using BOSS ACHIEVED

Develop a risk assessment system for early warning using subjective

components ACHIEVED

o Expand use of BOSS to all microanalysis functions (licensing, applications,
Inspection reports, off site analyses, liquidity packages) ACHIEVED

o Transition "first cut" of early warning system to automated environment
ACHIEVED

. Revise or amend financial reports as needed ACHIEVED

D Assessment of Subactivity

As noted In the training section above, IBTCI advisors attended all of the vendor led
BOSS classes n the first quarter to acquaint themselves with the specific form and
content of the tool Several discussions took place between advisor Gregorash and the
vendor's personnel regarding use, availability and training of BSD staff for alteration
and offshoots of the system

In anticipation of the availability of BOSS outputs, IBTCI advisors implemented
procedures using BOSS into BSD operations Licensing procedures developed in the
first quarter included a spreadsheet for analyzing pro-forma bank financials that directly
compared, and required reference to BOSS peer averages Similarly, IBTCI advisors
Introduced and discussed quarterly survelllance procedures that used BOSS as a
central element for analysis

Further to the inihial difficulties encountered with BOSS, the assumption of responsibility
of the survelllance area by the new deputy director resulted in the need for IBTCI
advisors to Invest considerable time in reeducation and confidence building In the
program

The IBTCI advisors remained in close contact with USAID-Almaty and the software
vendor in Washington, D C durnng the ensuing month to try to remotely rectify
difficulties and provide for the implementation, adoption and integration of BOSS nto
BSD operations IBTCI advisors communicated with the vendor’s staff by telephone and
e-mail to identify and resolve software installation problems in order to make BOSS
functional

For a number of months the reputation of BOSS with the NBRK had become
progressively worse The performance of the program continually fell short of
expectations while key BSD deadlines for use were missed Support within BSD
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lessened with each computational error or operational problem Despite the best efforts
of the advisors, remote rehabilitation of BOSS through the vendor proved frustrating to
BSD and ultimately ineffective In late July, IBTCI advisors and BSD officials met with
senior Washington-based officials of the software vendor at the NBRK in Almaty The
vendor committed to immediately return the senior programmer responsible for BOSS
to Almaty to remedy any deficiencies Throughout August IBTCI advisors worked with
BSD, the vendor personnel and USAID to rehabilitate this essential system

The efforts culminated in a demonstration of the program to senior NBRK and USAID
officials 1n early September Following the demonstration, the client (NBRK) formally
accepted the product as meeting the NBRK's expectations Follow up training
(POWERBUILDER) was then provided by IBTCI to insure NBRK's ability to
independently maintain the system in the future as the vendor has been released from
any future role or responsibility in this matter

E Rehabilitation Chronology

As was noted previously, BOSS (Bank Offsite Surveilllance System), a product of the
former USAID Bank Supervision contractor, has proven to be an area of difficulty

After its installation in March 1997, BOSS was used for imited microanalysis of banks
under the advice of IBTCI Following the receipt of first quarter 1997 bank data (May
1997) significant difficulties were noted with the system

Significant program calculation and data loading errors occurred BOSS problems
basically resulted as (1) BOSS calculations (mappings) were created before the
financial report required from banks (from which BOSS derives Its calculations) was
finalized (2) some output and print commands were n error Data loading was time
consuming and In some cases resulted in an unstable data set Direct contact between
IBTCI and the contractor responsible for BOSS creation to rectify the problem was
aggressively pursued with the guidance of USAID

Despite recurrent contact between IBTCI and the software vendor, remote alteration of
BOSS falled to meet the expectations of BSD and USAID On August 1, IBTCI advisors
met with senior Barents officials from Washington at the NBRK in Almaty In a meeting
with IBTCI advisors and BSD officials (Moskalylova, Zhumagulov) the software vendor
officials committed to the immediate return of the senior programmer responsible for
BOSS, to Almaty to remedy any deficiencies

The senior programmer arrived in Almaty August 4, 1997 He commenced installation
and debugging of a revised version of BOSS with BSD technical staff

In the week prior to ending his consulting mission at NBRK (July 31), the software
vendor’'s bank supervision advisor transferred to IBTCI selected history, records and
workpapers related to BOSS Using these records, IBTCI advisors performed mapping
checks on BOSS algorthms at the request of D D Moskalylova and corrected
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numerous computational errors This was necessary as, although the software vendor’s
provided an experienced programmer, the finance and banking knowledge needed to
evaluate the utility and accuracy of BOSS calculations was outside his area of
expertise IBTCl adwvisors also discussed BOSS peer group alterations with the
programmer and D D Moskalylova, reflecting the same expertise dynamics In tandem
with computational revisions, the workgroup completed the loading of all historical bank
financial data (all bank data for YE96, 1Q97, 2Q97) which 1s the basis upon which
BOSS calculations rely

The assumption of responsibility of the survelllance area by a new deputy director (D
D Moskalylova), one who had no role in the initial BOSS configuration resulted in the
need for IBTCI advisors to invest considerable fime In re-education and confidence
bullding in the program This was compounded by the computational errors, delays and
debugging process As no formal sign off on data outputs of BOSS was previously
obtained, the new deputy director felt no obligation to accept the analytical measures
previously selected IBTCI advisors explained the methodology of BOSS outputs and
peer comparative analysis to support the value of BOSS

IBTCI advisors also worked to re-educate BSD as to the theory and use of BOSS, as
no nstitutional memory survived the management changes of 1Q97 and no formal
record of BOSS concept, design or deliverable requirements was agreed between the
software vendor and BSD Advisors used Federal Reserve articles and documents as
examples of BOSS type usage by central banks for macro-analytic purposes Advisors
discussed the IBTCI paper on financial ratio peer groups in comparative bank
survelllance with the Methodology Department to further explain the value of BOSS
Finally, IBTCI advisors used live BOSS outputs to analyze six prominent Kazakh banks
for a presentation to Director Abdulina and staff The analyses included specific
instructions on where and in what order to review BOSS tables, an analysis of the
banks using the tables and final survelllance reports on the banks formatted in a
consistent and recommended style

Following the presentation, Director Abdulina raised a number of iIssues and suggested
BOSS revisions Although the programmer was Instructed by his firm to leave Almaty,
IBTCI advisors continued Installation and debugging of the revised BOSS with BSD
staff at the NBRK and with the programmer via email and telephone

The programmer was permitted by his firm to return to Almaty one week later, under
stipulation that this was to be his last week on the project and that the vendor then
wished to be released from any future responsibiity with regard to BOSS IBTCI
advisors discussed BOSS issues, principally the requirements for the vendor to end its
BOSS responsibilities, with the vendor's senior Almaty representative and the vendor's
original banking consuitant to BSD It was agreed that subsequent to the acceptance by
BSD of the operating BOSS system and upon release of BOSS source code to NBRK
by the vendor (fo afford NBRK the ability to revise BOSS independently) the vendor
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would be released from future responsibility Following the agreement, IBTCI arranged
Powerbuilder (BOSS source code) training for BSD beginning in September 1997

The BOSS demonstration for IBTCI (Satterfield, Gregorash), BSD (Deputy Governor
Saidenov, Abdulina, Moskalyova, staff), USAID (Linden), and the software vendor, was
held on September 5, 1997 Following the successful demonstration, Director Abdulina
signed a letter formally accepting BOSS

NBRK students of Powerbuilder demonstrated their skills by creating six additional
output tables using BOSS and BOSS-type data sets

Throughout the rehabilitation, IBTCI advisors have provided weekly written BOSS
briefings for USAID (P Dawis), and discussed BOSS issues regularly with G Linden
(USAID) IBTCI advisors have additionally provided detailed information to USAID on
the applicability of survelllance systems (BOSS type) and their use in other central
Asian contexis

IBTCI advisors have successfully met their TOR objective of integrating BOSS into BSD
operations despite the shortcomings of the onginal program delivered by the vendor
Significant additional time, effort and cost have been expended by IBTCI to attain this
goal

Despite the above stated complications, none negate the value of BOSS as a
supervisory tool Not unlike its introduction in the United States in the late 1970's,
analytical data constructs such as BOSS gather value as the data becomes more
accurate and has longer time series, the computational errors are discovered and
removed, and the end users Integrate the tool increasingly deeply into their operations
All participants including Director Abdulina have come to recognize this As noted In
prior reports, BOSS will be phased into the process of BSD operations With only two
quarters of data presently available, computational errors present and integration into
operations only recently approved, BOSS (or BOSS type ratio analysis and
comparatives) immediate utility is somewhat limited but increasing

Recognizing the need for future NBRK alterations to BOSS after the hand over to
NBRK of the BOSS source code by Barents Group and Barents removal from future
participation 1n BOSS, IBTCI advisors arranged for computer specialists to hold a two
week seminar on POWERBUILDER for BSD and other NBRK technical specialists The
class commenced In early September and was highly regarded by BSD

This proved prescient as significant revisions In the financial reporting tables,
necessitating BOSS alterations, were proposed by NBRK in October Although the
changes are not effective until December 31, 1997 and therefore will not affect BOSS
outputs of third quarter data they will have significant impact in 1998 IBTCI advisors
established a working group in BSD to minimize the disruptions of the financial report
changes and to alter BOSS
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Durning November, IBTCI advisors participated in both the BSD working group, which
recast the computational algorithms, and with the Information Technology work group,
which reprogrammed BOSS data reading fields and outputs Weekly updates were
provided to USAID on progress

Advisors also prepared an Iinstructional paper for USAID on recommendations for
selection and elements of automated bank surveillance systems envisioned for other
central Asian countries

In the month of December significant effort was devoted to continuing testing of the
alterations to BOSS to reflect the changes in the financial reports, recently enacted
During the last six weeks of 1997, IBTCI advisors participated in both the BSD working
group, which recast the computational algorithms, and with the Information Technology
work group, which reprogrammed BOSS data reading fields and outputs Test data sets
were applied to BOSS prior to the next reporting period (February 15, 1998) to debug
the revisions

IBTCI advisors also worked with the BSD division responsible for off-site survelllance to
develop the data entry and quality review aspects of BSD's conversion of bank financial
reports to the BOSS system In addition to computational difficulties, BOSS accuracy 1s
dependent upon accurate data inputs from the financial statements of commercial
banks With major conversion of the chart of accounts and new accounting normatives
this 1s no Inconsequential task IBTCl advisors worked with the BSD division
responsible for off-site surveillance and the IBTCl Commercial Bank Accounting Reform
advisors to develop the data entry and quality review aspects of BSD's conversion of
bank financial reports to the BOSS system

F Use Of Boss

While BOSS continues to be refined according to evolving BSD desires, the basic
program has been accepted and put into use IBTCI advisors have forcefully met therr
TOR objective of integrating BOSS into BSD operations Present departmental
procedures for monthly and quarterly off-site monitoring require the use of BOSS
Templates and instruction guides on how to use BOSS have been developed by IBTCI
Second quarter analyses of the six largest Kazak banks were performed with the
oversight of IBTCI advisors using BOSS outputs These analyses were distributed to
staff to use as templates for system-wide BOSS use Similarly, licensing procedures
implemented under IBTCI guidance require BOSS analysis BOSS remains the basis
for early warning screening BOSS outputs were also used in the pre-examination
preparation for bank inspections

The IBTCI advisor collaborated with the BSD division responsible for off-site
survelllance, developing procedures to formalize BOSS as a part of quarterly early
warning screening BSD accepted the adwvisors’ suggestions for an early warning
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survelllance and monitoring system replacing hand calculations with BOSS outputs
This was codified in a bank supervision department document that stated in detail the
analytical and documentary requirements for monthly and quarterly off-site analyses
and what levels of review were required given the level of severty of a bank's problems
The requirements include extensive use of BOSS data panels

On-going surveilllance of twinning banks 1s a two-part responsibility Bank supervision
monitors twinning banks as a normal part of its on-going survelllance of all banks and
the banking system However, because a portion of the funding for the twinning
program flows through the NBRK, NBRK also monitors the twinning banks and
administers the loan program through the Project Implementation Unit (PIU) of the
International Relations Division

IBTCI advisors have served as a bridge between PIU and bank supervision
Historically, bank supervision has been reluctant to share information with PIU In part
this stemmed from the legitimate desire to maintain separation between the bank
supervisory function and the client-like arrangement the twinning program represents

IBTCI advisors addressed the PlU/bank supervision relationship in a number of ways
First, the advisors aided International Relations in strengthening its stand-alone analytic
capability An IBTCI advisor met on numerous occasions with Dr B Majenova, head of
International Relations, regarding the reluctance of bank supervision to provide access
to BOSS, or BOSS' underlying data As an alternate data source for analysis, the
advisor obtained data schedules of publicly available bank information through
discussions with the IBTCIl and Barents bank accounting groups Meetings were also
held with Willem Nihoff of the World Bank Twinning Program reviewing criteria for
twinning participation Additional survelllance data was obtained via meetings with
NBRK Research Department (A Seitenova)

The advisors also worked to faciitate a standing forum between PIU and bank
supervision where appropriate information sharing could occur An IBTCI advisor was
chosen as advisor to this committee In appropriate cases, the advisor worked with BSD
to perform financial analyses on twinning bank data supplied by BSD

Finally, with the concurrence of A D Zhumagulov, PIU staff will be afforded
opportunities to attend BSD training classes as availability warrants

NBRK has initiated successive financial reporting changes reflecting the banking
system's conversion to a new chart of accounts, the increasing array of financial
instruments on offer and the additional information requirements necessitated by new
financial legislation Although the alterations are necessary to reflect the dynamic
financial and legislative environment, the recurrent changes have not been without cost
Repeated changes In financial information have consumed a large part of the efforts of
the banks' and NBRK's available accounting talent The changes have also reduced the
comparability, and hence utility, of recent historical data
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IBTCI advisors have cautioned BSD regarding cavalier changes to reporting panels due
to their mpact on bank data accuracy and operational considerations, not least of which
Is the computational difficulties created for BOSS Never the less, with the introduction
of the new chart of accounts and impending arrival of Second Tier Bank qualification
under international standards of operation some alterations to the financial reports were
inevitable IBTCI advisors continue to advise and monitor suggested changes, grouping
them for future introduction Significant alterations to the financial reports were
suggested by BSD late in the third quarter Such changes were approved by NBRK
senior management Significant retrofit of BOSS was begun in late 1997 Powerbuilder
training for BSD programmers will facilitate this alteration

34 Regulatory Enhancements
A Objective and Overview

o Provide assessment to legal advisor regarding amendments to Banking Decree,
Bank Licensing and Credit Partnership Law

o Advise on regulations expanding and defining NBRK corrective action and safety
and soundness authority

o Advise on other legal and regulatory 1ssues as identified by NBRK

B Background

Short-term legal and regulatory assistance was provided to the BSD by USAID / IBTCI
utiizing a former senior US regulatory attorney The resident advisors assisted BSD by
prospectively identifying legal and regulatory issues through their on-going supervisory
consulting, and helping frame the legal or regulatory tasks prior to engaging the short-
term adwvisor's visit

C Work Performed
Tangible Results/Benchmarks

o Advise BSD on Banking Decree, Bank Licensing and Credit Partnership Law as
requested ACHIEVED

. Advise BSD on draft regulations re corrective action and safety and soundness
ACHIEVED

° Advise BSD on regulations as requested ACHIEVED

D Assessment of Subactivity

Comprehensive safety and soundness regulation was instituted in 1996 and 1997 This
Included prudential (safety and soundness) normatives on capital adequacy, loan loss
classification and provisioning Exposure limits o one borrower and to insiders were
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developed in 1997, along with regulations on loan participations, guarantees and
warrantees

Regulatory enhancements also included regulations on bank structure and powers
Resident advisors assisted in drafting proposals on the Law on Banks and Banking
Activities, as well as permissibility of leasing, trust and other nonbank activities, branch
activities, and specialized exemptions for government-owned special purpose banks
Investment banking activities, including brokerage and securities dealing (in separately
capitalized subsidiaries) and direct investment in equities were also granted to banks n
1997, subject to individual prior approval of the NBRK

In anticipation of the arnival of the IBTCI legal advisor, informal meetings were held with
Mr Tuimebai Pernebaev of the Legal department to help pre-identify issues

BSD's major interest Is in creating and refining normatives (regulations) that elaborate
on elements of banking law BSD feels strongly that normatives should be extremely
explicit Although they recognize that such an approach mits central bank supervisory
discretion, 1t 1s felt that at this juncture in banking evolution in the country, discretion
must be sacrificed In order to convey standards to banks with extreme clanty At the
inttial meeting D D Zhumagulov identified corrective action regulation as a first priority
Just prior to the arrival of Advisor Ross Kendall (who replaced R Boylan as advisor due
to medical necessity) D D Zhumagulov introduced 19 other

normatives for which he requested assistance He identified prudential norms on
investment banking, bank asset classification (including secunties and other non-loan
assets), syndicated loans by banks and nonbank licenses as first priorities

The arrival of Advisor R Kendall in April and the addition of his participation in the legal
and regulatory area provided for IBTClI commentary and proposed language for
numerous pending laws and normatives IBTCI resident advisors had previously worked
with BSD to identify key issues Ensuing discussions with BSD led to the drafting by
IBTCI of numerous documents including proposals on the Law on Banks and Banking
Activities, Normative on Loan Participations and Normative on Asset Classifications

IBTCI advisors also collaborated with the USAID capital markets advisors and the
NBRK World Bank advisor to provide commentary and proposed language for the Law
on Investment Banking

During May, the advisors responded to a barrage of discussions and rebuttals to those
proposais Explanation and commentary was provided on all the above documents
along with proposed normatives on leasing, trust activities, reserve requirements,
nonbank activities and redress for supervisory actions Both Kazcommertce and
Narodny Bank requested clanfications on a number of elements in the prudential
standards regulation
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In June, Advisors Satterfield and Gregorash provided further written recommendations
on normatives concerning Securities Activities, Reserve Requirements, Nonbank
Financial Institutions, Branch Activities, Leasing, Trust Activities, BSD Organization,
Guarantees and Warrantees, and Specialized Exemptions for Government-Owned
Special Purpose Banks

The advisors received unprecedented access and influence in the formulation of
normatives (regulations) and proposed changes in banking law Discussion forums,
including senior BSD policy makers, were held with the advisors following the
submission of the advisors written commentaries Formal written explanations from
BSD staff followed the forums, detailing the recommendations accepted or reasons for
therr alteration

Regulatory Advisor Ross Kendall returned in late July to review recent normative
initiatives undertaken by resident advisors and further aid in normative creation Kendall
opined on normative suggestions previously undertaken by resident advisors such as
on guarantees and warrantees, branch operations and state-owned banks He also
composed reviews of normatives on insider lending, use of rating agencies, bank
management of pension funds and micro-lending licensing

In late September, IBTCI / USAID advisors were requested to comment on the
effectiveness and modalities of bank privatization 1n Hungary and other post socialist
countries Although no formal request for analysis was made, BSD has also informally
queried IBTCI / USAID advisors on various deposit insurance regimes practiced in post
soclalist countries These introductory explorations could signal the advent of major
bank policy iniiatives from NBRK

Resident advisors continued to provide support for BSD reviewing normatives regarding
accounting for and nsk capital computations of open f/x positions, including direct
meetings with ABN Amro, a major intilator of f/x innovation in Kazakhstan In
November, advisors formally submitted recommendations for a 2 tiered foreign
exchange certification regime, which will afford maximum flexibility to well run banks
while restricting f/x risks of banks with more primitive internal risk controls

Work continued on accounting for and nisks of trust activites and pension fund
management as the pension law came into effect Advisors also opined on control and
inspection of banks in accordance with international standards, mmmum reserve
requirements, offshore zones, off balance sheet classifications, rating agencies and
interest sensitivity measures and GAP analysis

In the area of micro-lending, IBTCI advisors continued to support the efforts of other
USAID funded projects Advisors met with VOCA representatives regarding micro-
lending licensing efforts at NBRK As a result, NBRK issued the license in early
November
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Finally, with regard to 1998 assistance planning, advisors provided USAID (Dauvis,
Linden) with compilation of all regulatory advice provided to BSD from IBTCI in 1997
and an analysis of degree of inclusion in NBRK law and regulation

Work continued on transcribing all BSD regulations into English and maintaining a
legal/enforcement library

December regulatory work focused on normatives devoted to bank loan syndications,
eurcbonds, iquidations and foreign exchange risk Papers on international practice as it
applies to loan syndications and eurobond and euronote issues were provided by
advisors and discussed with deputy directors and relevant staff

Liquidation 1ssues have been pursued by the advisors throughout the fourth quarter In
October, IBTCI advisors reviewed recent amendments to the Banking Law including
penalty provisions and met with RIS staff to reintroduce the idea of NBRK responsibility
for bank hquidations In November, IBTCI advisors and IRIS finalized an amendment to
the laws which, although leaving liquidations to the bankruptcy courts, will provide
NBRK the authority to compel expedited modified-payouts to depositor classes to
forestall deposit runs and bank panics Such efforts extended into December under the
wider topic of increasing deposits In Kazak banks In November, IBTCI advisors
finalized a proposed amendment to the laws which, although leaving liquidations to the
bankruptcy courts, will provide NBRK the authority to compel expedited modified-
payouts to depositor classes to forestall deposit runs and bank panics and provide
more timely access to depositors' funds In December, advisors were requested to
assemble maternals on various countries approach to deposit insurance IBTCI
advisors, along with consultation from USAID staff, will participate in this project

35 Licensing Procedures
A Objective and Overview

Enhance licensing procedures to fully utiize integrated supervision approach
Produce licensing procedures manual

B Background

The bank licensing process as of 1996 was compnised of references to multiple laws
and regulations of the State which overlapped each other and at times were
contradictory No formal licensing procedures reconciling these disparate requirements
existed at the NBRK A licensing process that rationalized these requirements and
utilized both the empirical integrative capacities of BOSS and non-empirical factors was
envisioned The objective of the procedure was to require the necessary information in
order for BSD to license only firms that have a high probability of success, while
minimizing the time and bureaucratic cost to the firms
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C Work Performed
Tangible Results/Benchmarks

o Enhance licensing procedures ACHIEVED
. Produce licensing manual ACHIEVED BUT SUBJECT TO REVISION

D Assessment of Subactivity

A licensing process that utiizes both empirical and non-empirical factors was created
and refined

In the first quarter, IBTCI advisors in concert with BSD staff created clearly defined
operating procedures streamlining licensing within the context of the existing law These
procedures minimize time delays and attribute accountability for the timeliness and
comprehensiveness of analysis throughout the sufficiency, analysis and
recommendation phases of the process The procedures afford consistent treatment of
applicants for banking licenses, mergers and changes of control without requiring the
creation of a separate operating unit in BSD This i1s especially beneficial as work
demands In this area are highly variable but aiso time sensitive

The procedures Insure compliance with the voluminous non-empirical data
requirements of the law through the use of multiple checklists, while analytical ngor Is
afforded through group presentation and review Analytically, the advisors created a
spreadsheet template that converts required proforma data and applicant financial
projections Into ratios comparable to BOSS peer averages The procedures require
testing of the projections against BOSS for financial feasibility

The standardized sufficlency, acceptance approval and denial orders speed the
process and reduce time requirements of senior central bank officials Delegated
criteria and conditional approval instructions are also Included, however, the NBRK
board members have not authorized delegation of approval as yet

During the second quarter, BSD tested the licensing procedures As a result of the use
of the procedures, the licensing supervisor, in concert with the IBTCI adwvisor, revised
the procedures to expand the analysis to cover foreign ownership, leasing, trust and
Investment banking Truncated procedures for the licensing of specialized nonbanks
(micro-enterprise projects) were discussed in June

More fundamental recommendations for changes n licensing rules, removing
Inconsistencies In the laws, were discussed with Deputy Director Baurzan Zhumagulov
These changes required alterations to the Rules on Granting Licenses approved by the
NBRK Board (29 Feb 1996) IBTCI advisors reviewed the proposal on licensing law
changes proposed by the former advisor (Gegenheimer) and added additional
proposed revisions
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In part as a result of the amendments to the banking law and the procedures testing
mentioned above, BSD decided to revise the licensing normative Drafts of the revised
normative on licensing were submitted to IBTCI advisors for review September 21,
1997 Such comments were submitted in October

A draft of the formalized licensing manual incorporating the proposed changes was
submitted for review to BSD September 30, 1997 BSD has decided to revise the
licensing normative IBTCI / USAID advisors have reviewed and informally discussed
aspects of the proposal Implications of the proposal on the draft licensing procedures
created by the advisors earlier in the year, have likewise been evaluated The revision
of the formalized licensing manual, reflecting the outcome of the changes, will follow the
approval of this normative

36 Enforcement Alternatives and Procedures
A Objective and Overview

Assist iIn iImplementing Bank Improvement Plan monitoring and enforcement
Draft prototype "Enforcement Action" library

Draft recommended charter for an Enforcement Committee

Consult with Enforcement Committee on i1ssues and enforcement alternatives
Integrate target bank activity into regulations, policy, procedures and training
Assist in finalizing resolution and/or iquidation of target banks

B Background

Lacking sufficient analytical information and in some cases, legal jurisdiction, NBRK has
been severely constrained in its ability to alter bank behavior prior to the finding of
insolvency Primarily, NBRK has used the granting of expanded powers as incentive to
promote bank behavior In the absence of reaction to such positive incentives, the
NBRK has removed licenses from those firms found insolvent Advisors have aided
NBRK bank supervision through proposals to enhance the enforcement powers of the
NBRK in the Banking Law amendments, the introduction of certain standard types of
enforcement tools and through departmental organization of an enforcement
committee

As noted above, In 1996 the bank hquidation responsibility of the NBRK was
segregated from the bank supervision department The 1997 amendments to the
banking law removed future bank liquidation responsibilities from the NBRK altogether
NBRK, though not the bank supervision department, now holds as trustee assets of
approximately 83 banks closed prior to the 1997 amendments Little, If any, progress in
identifying borrowers or creditors, seizing collateral or valuing assets has occurred
Lengthy and ambiguous procedures in bankruptcy court have brought into question the
very viability of the closures
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C Work Performed
Tangible Results/Benchmarks

. Assist In the implementation of bank improvement plan monitoring and
enforcement ACHIEVED

. Draft a prototype enforcement action library ACHIEVED

. Draft recommended charter of enforcement committee to regularize corrective
actions ACHIEVED

. Consult with Enforcement Committee on issues and alternative courses
ACHIEVED

o Assist In the resolution of target banks for either restructure, sale or liquidation of
each institution as determined ACHIEVED

. Assist in the final resolution and/or liquidation of target banks ACHIEVED

D Assessment of Subactivity

In the first quarter, the advisors held lengthy discussions with D D Zhumagulov
regarding enforcement actions, including the organization of supervisory action unit
Further, enforcement actions of the NBRK and its role in liquidations were addressed by
IBTCI advisors In their proposed amendments to the Banking Law

On July 30, 1997, IBTCI advisors presented to BSD a formal document outlining the
formation of a Regulatory and Enforcement Review Commitiee This 1s a critical
element of a bank improvement plan, monitoring and enforcement The document was
approved in September 1997 IBTCI advisors submitted additional detail in October to
follow-up proposals for a BSD Enforcement committee These were discussed with
Director Abdulina and the Methodology Division In November, IBTCI advisors devoted
a significant portion of time instructing BSD on alternate penalty methods used in bank
enforcement Such suggestions and proposals were used Iin submitting alterations to
banking law elements

Similarly, BSD requested refinements and elaboration in the scope and formation of the
Bank Advisory Committee

Advisor Satterfield supplied a library of prototype enforcement actions, which were
delivered to Deputy Director Mekeshev in March 1997

Enforcement assistance was provided In two areas IBTCI advisors worked with the
Bank Supervision Department and the Legal Department to outline the proposed role of
the Central Bank in bankruptcies and hquidations of financial institutions Similar
discussions were held with G Linden of USAID An advisor along with a World Bank
colleague lectured prosecutors at the Procurate Ministry on the 1ssues of bank closure,
liquidation and fraud investigation
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IBTCI advisors advised a recently restructured bank in privatization issues and
preparation The bank Is a state-owned bank that acquired, through forced merger, an
insolvent but dynamically managed private bank In December IBTCI advisors met with
the enforcement area of the Bank Supervision Department to aid in the impiementation
of strategies for banks that do not meet the $4 million dollar minimum for capitalization
that becomes effective in July, 1998 Plans requinng mergers with larger banks or
conversions of charters to credit unions (with attendant restrictions on growth and
himitations to affinity members) were devised This policy has been adopted consistent
with NBRK's decision to concentrate the banking system into a smaller number of larger
more diversified firms prior to the introduction of a deposit insurance regime

Although NBRK's Banking Supervision Department 1s presently performing no
resolution of target banks to either restructure, sale or liquidate, USAID advisors met
with senior BSD officials and the head of the Liquidations to discuss assistance In
resolving the 83 banks taken into liguidation by NBRK prior to the amendments to the
Banking Law that removed this responsibility from NBRK Assistance in iquidation or
hquidation oversight was requested of advisors beginning in late 1997 - early 1998

Quantitative iInformation on bank closures and liquidations in Kazakhstan was conveyed
to USAID in support of the bilateral US/Kazakhstan meetings held late in the month in
Washington

37 Supervision Department Operations
A Objective and Overview

Introduce and assist In iImplementing a nisk based supervisory approach

Evaluate existing committee structure and recommend enhancement revisions

Assist In documenting policy/procedural changes In supervision manuals

Review Department supervisory quality and internal controls and recommend

enhancements as appropriate

o Assist in the development and implementation of a Bank Advisory Council to
institutionalize a dialog process between the banks

. Assist In further designing and mmplementing a career development and

competitive promotion program for the Supervision staff

B Background

Previously, bank supervision department operations were highly segmented and
compliance-based Although large quantities of data were gathered, little was done to
assess their information value or prioritize actions based on relative systemic nsk Little
interaction with outside publics was pursued, while staff promotion and compensation
was based primarily on tenure
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C Work Performed

Tangible Results/Benchmarks

. Introduce concept of a rnisk-based supervisory approach ACHIEVED

o Study existing committee structures to determine effectiveness and reveal
possible enhancements to the new organizational structure ACHIEVED

) Document all evolving 1ssues, policy changes or additions in the manual of
supervisory policies to effect the integrated supervision system ACHIEVED

. Present recommended committee structure changes to senior officials for
implementation ACHIEVED

o Review qualty and internali control mechanisms in the overall supervisory
process ACHIEVED

o Integrate all activittes with respect to target banks into regulations, policy and
procedures manuals, and fraining programs ACHIEVED

. Make appropriate recommendations to senior officials to enhance the quality and
internal controls ACHIEVED

) Further design and develop career tracks and specialist development for the
overall institutional development of the NBRK and staff ACHIEVED

o Finalize integration of all activites with respect to target banks into NBRK
regulations, policy and procedure manuals, and training programs ACHIEVED

o Complete implementation of the risk-based supervision system ACHIEVED

) Assist In the implementation of a competitive promotion program based on a
career development program concept through personnel policy enhancement
ACHIEVED

. Assist In the implementation of the bank advisory council concept and structure
ACHIEVED

D Assessment of Subactivity

Using off-site data, a nsk-based supervisory approach was implemented whereby
examination and monitoring are concentrated more heavily on banks or types of
transactions that contain the greatest rnsk to the banking system Numerous
committees are In existence that act on findings of the monitoring Also, a Bank
Advisory Counclil with representatives from numerous banks and regulatory authorities
was developed to promote dialog that will be beneficial to the banking system and the
Republic of Kazakstan These along with assisting in enhancing the BSD internal
controls and staff career development program were a major focus by advisors

The concept of a nsk-based supervisory approach has been accepted by the Bank
Supervision Department New normatives, inspection procedures and off-site
survelllance are predicated on determining, measuring and controlling bank risk, rather
than merely complying with law BOSS implementation has likewise factored into the
evolution of the risk-based supervisory approach
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Following the appointment of a new director of Bank Supervision In late March 1997,
the bank supervision department, with the assistance of IBTCI advisors, formalized an
organization structure that clearly defined the roles of all deputy directors and their
staffs Specific goals and deliverables were outlined for each functional area [BTCI
advisors participated in the refinement of the BSD organization plan in June In addition
to outlining the responsibiliies of each deputy director, it details the tasks of each
operating function and committee The document was presented and discussed with
Director Abdulina

The three deputy director areas consist of (1) On-site examination and individual bank
off-site monitoring, utihzing a portfollo manager approach, (2) Financial reporting,
statistics, macro, banking analysis and maintenance of the BOSS system and (3)
Regulatory and policy formulation, licensing and methodology

Committee structures have been implemented to insure consistency and quality through
peer review and oversight in the licensing area IBTCIl advisors also reviewed and
discussed with BSD senior management the BSD's 1997 review of performance and
1998 activities plan Integration of off-site surveillance and on-site inspection has been
attained through the implementation of BOSS and the requirement for standardized
quarterly off-site BOSS analysis and BOSS-based pre-exam analysis Creation of an
overview Enforcement Committee prioritizes bank risks Normatives and laws reflect
licensing, oversight and enforcement powers These elements compose a risk-based
supervision system

IBTCI advisors have worked with BSD management on other strategic 1ssues These
Include technology needs, training policy, particularly as it relates to employee turnover
and inter and intradepartmental committees

Documentation, in Russian and English, on all significant items 1s maintained by BSD
and IBTCI / USAID Weekly and monthly reports chronicle all relevant developments
while a library of normative documents 1s maintained by IBTCI / Aimaty IBTCI advisors
contributed additions to the manual of supervisory policies including additions to the
English language compendium of all normatives approved by BSD in 1997 reflecting
changes, among others, in NBRK capital adequacy and loan provisioning requirements
IBTCI advisors have translated and conveyed critical BIS internal and confidential

documents to BSD, highlighting key supervisory issues from an international
perspective

All activities with respect to target banks have been integrated into regulations, policy
and procedures manuals, and training programs See legal and training sections above

Following the July 30, 1997 amendments to the Banking Law, IBTCI advisors presented
a formal document outlining the formation of a Regulatory and Enforcement Review
Committee to BSD A cntical element of a bank improvement plan, monitoring and
enforcement was integrated into policy, procedures manuals and training programs
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In July, IBTCI advisors prepared a detalled quality control proposal as part of the
Regulatory and Enforcement Review Committee document

Previously, IBTCI advisors presented recommendations to senior officials to enhance
the quality and scope of departmental internal controls This proposal was accepted by
BSD in September and combined with the prior IBTCI proposal for the formation of a
Bank Advisory Council Advisors continue to work with BSD to refine, and segregate the
public and internal functions of this group A further paper describing the specific
functions of a Bank Advisory Council and separating it from an internal Enforcement
Committee was submitted and discussed in mid-September Similarly, BSD requested
reflnements and elaboration In the scope and formation of the Bank Advisory
Committee in October

To further develop career tracks and specialist development in BSD, IBTCI advisors
prepared a proposal outlining senior and specialized training needs of BSD for 1998, Iin
anticipation of an upcoming World Bank training financing proposal, while expanding
and refining the classes that make up the internal certification program

The formal certification process is well underway with approximately one half of all the
staff already completing some portion of the certification BSD staff has assumed a
modest portion of the training burden, institutionalizing the process To further develop
career tracks and specialist development in BSD, IBTCI advisors prepared a proposal
outlining senior and specialized training needs of BSD for 1998, while expanding and
refining the classes that make up the internal certification program

IBTCI advisors also provided issues and supporting documentation to USAID to include
in the upcoming 1998 Memorandum of Understanding with the government of
Kazakhstan

Additional Accomplishments

o Assisted US interdisciplinary team (US Treasury, Federal Reserve, OCC, FBI, US
Customs, Secret Service) in meetings with Kazak officials regarding money
laundering
Assisted Advisor T Stroud on Uzbekistan bank supervision mission
Assisted Advisor R Geoffrey Young on Tajlkistan bank supervision mission
Advised D Fitzpatrick (IRIS) on bankruptcy and bank debt/equity conversions in
Kazakhstan

o Advised B Steinberg (VOCA) regarding licensing for USAID sponsored micro-
enterprnse lending In Kazakstan

o Assisted USAID by performing inventory and effectuating transfer of Barents
Group equipment from three projects to IBTCI

. Translated and interpreted a large volume of confidential and internal BIS
documents for BSD

. Speech to Ministry of the Procurate regarding bank closure
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o Speech to International School of Management on purposes of the central bank
o Speech to economic educators sponsored by the US Peace Corps
4 Conclusions

With the assistance of the IBTCI/USAID advisors, the NBRK has established the basic
necessities of a bank supervision department It has created an information flow from
the banks that provides it with transparent and meaningful information bases on which it
can analyze banks' condition and performance It has promoted legislation and
regulation that lay down general standards to which banks must adhere to and
authority, albeit imperfect, to act when banks do not

The bank supervision department 1s staffed and organized to perform full bank
oversight functions while focusing its attention on those i1ssues that most forcefully raise
systemic nsk The department utlizes automated tools fo increase efficiency and
respond to difficulbies in a timely fashion It has an integrated training program to
upgrade skills and continuity of its human resources management

The department has endorsed legislation that recognizes the need for a more assertive
financial system to meet the needs of the Kazale economy, while remaining cognizant
of the associated nsks It has used positive incentives to promote desired bank
behavior and retain power to cancel licenses to rectify unchecked expansion

Such expansion and failures remain checked, but unresolved, however Limited on-site
examinations leave problems to be discovered late and uncertain legal resolution
results in banks, borrowers and creditors moored interminably in financial imbo

The ultimate resolution of the above cited difficulty contains elements of both finality
and reprieve Future improvements 1n bank supervision demand more timely
recognition of bank problems, more forceful enforcement and resolution and/or closure
Although hquidation will continue to be an element in the supervisory arsenal, forced
mergers combined with some form of external capital augmentation 1s likely to be a
more predominant form of resolution going forward, as the number of remaining banks
declines, as envisioned by the government Twinning programs with multilateral agency
funded capital enhancements are then likely to provide the reprieve Private foreign
minority ownership or outright foreign purchases of Kazak banks are progressively less
hikely alternatives A major government financed bank recapitalization and rehabilitation
Is also a possibility (often employed in other developing countries with mixed success)
With positive capital attained and forced merger consolidation evident, banks can focus
on operating rationalization and efficiency measures to enhance profitability and
financially justify their new found equity enhancements

Following one, or a combination of the above cited banking system rehabilitation
measures, some form of universal deposit insurance 1s feasible Absent such indemnity,
bank deposits will remain the inconsequential portion of avallable savings that they
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presently represent The deposit insurer, whether the NBRK or not, will logically
become the liquidator for future failed banks so deemed

5 Suggested 1998 Inttiatives
51 Organization of Banking Supervision Department

Banking supervision's present organization and task assignments are satisfactory, with
clear lines of authority and accountability The 1998 intiatives should be devoted to
outreach, establishing linkages within the department and from the department to useful
publics

Although bank supervision's organization maximizes performance within its areas, the
possibility of sub-optimization through individual area maximization holds issue To date
this has not presented a problem as the bank supervision director maintains a weekly
oversight session and remains directly involved In key i1ssues As the department and its
mission grow such focused oversight may become impossible High levels of employee
turnover likewise demand cooperation between deputy directors to fill staff voids
optimally regardless of which area i1s temporarily negatively impacted Advisors should
advocate the creation and nurturing of intradepartmental committees such as the
enforcement committee (already organized), a training committee and a technology
committee to address issues of shared importance Strategic planning must also be
organized, as planning now tends to be reaction and or 1ssue driven Compensation for
managers and deputy directors needs to reflect both attainment of objectives within
their scope of authority, but also departmental success

Likewise, formal mechanisms to bridge communication gulfs within the NBRK must be
buillt Relations between the bank supervision department and the legal department are
openly antagonistic, despite the obvious Interrelationship of their tasks Relations with
the economic research department, the international relations department and the
iguidation division are intermittent or nonexistent

In 1997, USAID advisors proposed the creation of a bankers roundtable group to meet
with the NBRK bank supervision department to discuss 1ssue of mutual interest Early
overtures have provided useful input on regulations and policy changes contemplated
by the NBRK Such activity should be strongly encouraged

52 Regulation

After the massive amount of new banking legislation and regulation introduced in 1997,
no apparent weaknesses presently exist in this area Rather, 1998 should be a penod
of assimilation and, given the recent institution of a regulation producing methodology
area In bank supervision, advocating restraint may be the greatest benefit advisors can
offer bank supervision Adjustments and interpretations of regulations can be expected,
though, particularly in the areas of securities activities and enforcement statutes
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In the larger policy sphere, the abandonment of liquidation responsibilities by the NBRK
can only serve to further complicate any serious attempts at supervisory action It
remains to be seen what policy response the NBRK will take when this becomes clear
Advisor input may also be needed if comprehensive bank rehabilitation and/or deposit
insurance legislation 1s introduced

53 On-Site Examination

The large investments in BOSS, staff training and departmental organization in 1997
were necessary precursors to a well-informed, well-trained and well-directed
examination force In 1998 that force must increase its frequency, scope and depth of
on-site examinations Participation by advisors I1s crucial to bring skills used in the
classroom to be used In real Iife situations The political risks of such participation are
sizable, particularly in a period of mass bank structural change initiated by government,
and 1n an environment of uncertain legal recourse This nisk 1s recognized by bank
supervision management It will take sensitivity and USAID support to facilitate
maximum participation by advisors in this environment, but it 1Is fundamental to future
progress

54  Off-Site Supervision

True implementation of BOSS data reports in bank supervision department operations
was clearly a major accomplishment in 1997 With access to BOSS sourcecode and
requisite training, the bank supervision department has a powerful and flexible tool to
analyze and communicate findings 1998 activities should focus on necessary financial
data request alterations, advanced data quality-editing techniques and macro-banking
statistical analysis

55 Traning

Like BOSS, the training curriculum established in 1996 and developed in 1997 should
stand with little necessary alteration Continued transfer of teaching responsibilities from
advisors to bank supervision staff should be accomplished Further, consistent with the
1997 plan, specialized training (principally employing World Bank financed out - of -
bank training) can augment bank supervision skill sets in areas such as foreign
exchange transactions, securities valuation and processes and specialized accounting
Issues Mandatory teaching after return to the NBRK by attendees of these specialties
will insure good value for money Other specialized sessions will be taught by advisors
at the NBRK as needs arnise

56 Enforcement

Enforcement i1ssues will be pursued and will develop in tandem with increased on-site
examinations Both resident advisor and short term legal advisor talents will be used to
Instruct on the proper procedure and documentation necessary to successfully pursue a
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legally enforceable action Again, extreme political sensitivity will be required to be
forceful but unobtrusive in the NBRK's external relations

If forced merger I1s used as an enforcement tool to remove poor or falling banks, it
should be noted that the percentage of banks with substandard capital ratios could
increase rather than decrease as banks consolidate and absorb weaker members

57 Liquidation

To the extent that NBRK 1s responsible for bank liquidations (as of this date it is
responsible only for those firms taken into iquidation prior to the 1997 amendments to
the banking law) advisors can serve to educate the liquidation department personnel in
verification of assets, identifying borrowers and creditors, seizing collateral, pursuing
recovery strategies, valuing assets for sale and creating alternate disposition plans that
facilitate sale Due to the long period over which seized banks have been held and the
undeveloped nature of asset sales markets, a high degree of innovative thinking will be
called for
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Financial Restructuring Technical Assistance

Kazakhstan Financial Sector Accounting Reform

Final Report
Contractor International Business & Technical Consultants Inc
Contract # EPE-0005-100-5056-00

Reporting Period January 1, 1997 to December 31, 1997

A CONTRACTOR’S REPORT
1 Background

USAID, in support of financial sector reform in Kazakhstan, is providing long-term
technical assistance to both the National Bank of the Republic of Kazakhstan (“NBRK")
and to Kazakh commercial banks The Financial Sector Accounting Reform project 1s
aimed at improving the financial management capabilities of the central bank and at
promoting new accounting, operations and practices within both the NBRK and at
individual banks

Commercial bank reporting requirements enacted in 1995 require the application of
internationally accepted accounting practices to assure that bank financial statements
present a fair picture of bank performance, solvency, profitability and liquidity and that
they satisfy the information needs of the central bank, depositors, shareholders,
correspondent institutions and third parties Four phases of implementation to achieve
the goal of accurate financial reporting were originally summarized as follows

1) Design and issue of a new chart of accounts

2) Design and implement a bridging (mapping) table from the old Russian
GOSBANK chart of accounts to the new chart of accounts 1ssued in 1996

3) Design and creation of subsidiary ledgers at the largest banks

4) Development of an automated interface from the subsidiary ledgers to the
general ledger
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2 Sub-Activities

The presentation of objectives, deliverables and other aspects of this report are

organized by the five major segments identified in the Work Plan While the work plan

has been the basis of the work, refinements have taken place in the strategy of how to

get “buy in” from both the NBRK and the commercial banks

A summary of the projects work components are as follows

2 1) Accounting software system implementation

22) Implement subsidiary ledgers at five commercial banks

2 3) Produce a product accounting manual

2 4) NBRK accounting support

25) Traning

21 Accounting Software System Implementation

A Objective and overview

. Train the commercial banks In the System Development Life Cycle process to
enable them to evaluate, select and implement accounting software For this
purpose, IBTCI was required to produce a generic system implementation guide
This guide was to ensure that commercial banks have the necessary IT
documentation available in Russian that explains the process of how to

approach and implement new bank accounting systems

. Provide expert advice to assist ftve commercial banks to evaluate and select
accounting software packages

o Assist the selected banks to implement accounting software packages
B Background

C Work performed

Accounting Software System Implementation

IBTCl systems consultants met many times with the commercial banks IT and
accounting departments to discuss the process the banks would need to go through to
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define their system requirements, evaluate the software, choose a software vendor, and
then implement the software within their bank

The Systems Development Life Cycle (SDLC) approach was chosen as the core
guidance for system implementation projects at the commercial banks The SDLC
method stresses a logical ten step progression to assure the proper selection and
implementation of suitable accounting software The SDLC method I1s suitable for any
software conversion or system design change envisioned in the future and was tailored
to the Kazakhstani banking environment by including accounting software systems

The training was concentrated on the following ten SDLC steps

Define user requirements
Perform a feasibility study
Review system designs and requirements
Detail system specifications
Purchase or develop software
Perform unit testing on the software
Perform integration testing
Perform acceptance testing
Convert/Implement

0 Post conversion evaluation

2~ OO ~NOOODWN-—=

The SDLC method provides reasonable assurance that a conversion will be successful
and that significant errors or failures will be avoided

The following banks participated in SDLC training

Turan-Alem Bank
CenterCredit Bank
Narodny Bank

Alfa Bank

Temir Bank
Agroprom Bank
Kazcommerts Bank
Kasdor Bank

Exim Bank
Merchant Bank

The Accounting Software System Implementation Guide, including the accounting
component was completed in English and Russian The guide was distributed to
seminar program participants during the two information technologies (IT) workshop
described below

Workshops were held introducing and discussing the key points of the implementation
process Over thirty participants attended Workshop | presented the implementation
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guide and described its practical application within the banks Workshop 1l covered the
SDLC in greater detall, the “Conceptual Design” phase of systems design, the value of
an MIS function within the IT department, and the importance to executive management
of accurate and timely information As part of the courses sample management
Information reports were presented to the participants

The guide was also distributed in English and Russian to both the IT and Finance
Directors of the top ten banks

Training and assistance was also provided to cover the following areas

User interview techniques

Data collection forms

List of bank accounting software vendors

IT MIS Project Control

Sample MIS reports

Defining MIS needs through identification of critical success factors

The five banks selected for particular help In selecting and implementing software
packages were

. Halyk(Narodny)
. CenterCredit

) Kazkcommerts
. Turan-Alem

o Kazagroprom

IBTCI advisors met with all of the selected banks on a regular basis to discuss
software packages and their evaluation During the first quarter, the banks made little
progress, mainly because the IT departments were very busy with the year-end work
and the introduction of the new chart of accounts The banks began to review banking
software in the second quarter although for many banks the introduction of the single
settlement account absorbed considerable IT resources The banks reviewed many
different software packages and demonstrated interest In western integrated banking
software packages, but due to financial constraints no western banking packages were
purchased during the year

Workshops were held at the selected banks on the subject defining MIS needs through
the identification of Critical Success Factors analysis These workshops also covered
the areas of user Iinterview techniques and systems development data collection and
documentation forms

The IBTCI IT advisor developed and delivered a presentation on the subject of the Key
Charactenstics of Current Banking Application Systems The presentation was targeted
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for IT staff and presented an overview of current applications and alternative
approaches to systems design

IBTCI consultants assisted Financial Information Technology (F 1T ), a vendor of an
Integrated banking package to make presentations to four banks and the Bankers
assoclation The banks were CenterCredit, Turan-Alem, Alfa, and the NBRK

In addition to providing assistance to the banks above, vendors lists, user requirements
documents and subsidiary ledger guidance materials were prepared and presented to
the chosen commercial banks

Assistance was also provided to Temir Bank and Caspytsi Bank IT departments to
review their software and operating systems Temir bank was very interested in buying
software developed by the Novosibirsk group but decided at year end to defer any
software purchase and has begun to review different software vendors

A short summary of the IT development during 1997 1s as follows

Halyk(Narodny)

Halyk Bank personnel attended detalled workshops in all aspects of general and
subsidiary ledgers IBTCI assisted Halyk to prepare subsidiary ledger development
materials that included detalled vendor requirements, general technical requirements,
and functional banking system requirements

Halyk Bank contracted Deloitte & Touche to assist them to prepare the very detailed
specifications for a new accounting system

Halyk are in the process of transitioning from old Clipper-based accounting programs
to new Oracle based technology, which they are also planning to use to develop their
set of total banking system requirements Halyk evaluated the current software
avallable in the market place and the Novosibirsk banking software company was
selected This software has been used by Kazcommerts bank for the last three years

Halyk have now contracted with the Novosibirsk software vendor for new bankwide
systems to Include loans, securities, foreign exchange and settlements Novosibirsk
have a preliminary agreement to develop a new general ledger system for the bank

Implementation of the settlement module and securnties module has begun and 1s
expected to continue until at least 1999 The progress at the bank i1s behind schedule

Centercredit

After reviewing and evaluating several proprietary packages the bank decided to
develop the bank’s own application software internally The main reason for internal
development 1s that there are substantial cost savings through developing in-house
programs over buying packages In addition the bank found that the packages reviewed
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did not meet the banks’ specific needs and believes that that non-Kazakhstan based
software vendors do not appear capable or committed to supplying the qualty of on-
going support needed by the bank

The bank implemented the new Chart of Accounts, based on the Oracle 7 Data Base
tools and this was introduced to all the branches by December 31, 1997

The bank also nstalled a full scale communication system, uploading data from the
branches on a daily basis with on-line connection to the SWIFT payments network

The bank decided to continue to find in-house programmers to build its operating
systems and i1s concentrating on building a new deposit system and improving linkages
with the branch network The bank has approximately ten programmers and three
support staff The IT budget i1s being increased to take account of the very heavy
workload at the bank The bank i1s currently working with its twinning partners to
develop an IT plan for 1998/1999 In view of the merger with Zhilstroy bank, the IT
resources at the bank remain scarce

Kazcommertsbank
Existing computer systems include Novell Betrieve for the data base, with client-side
application systems developed using the Clipper programming language

The relative inflexibility of the Clipper programming language was cited by the bank as
one of the factors that delayed the completion of the accounting conversion to the new
chart of accounts

The IT Department has already started investigation of modern, proprietary core bank
operations software systems, having collected literature from Prologic of Canada,
Midas-Kapity and Microbank Software, Inc of the US The bank i1s also interested in
improving the bank’s support of other functions such as Treasury, A/L Management,
and profitability analysis 1BTCI coordinated with Sendero to demonstrate Asset/liability
software to the bank Descriptive literature of additional proprietary software has been
provided to the IT Director

The IT Department 1s using the Novosibirsk technology group for assistance In
preparing systems requirements for use in acquiring the bank’s future automation
system

The IBTCI advisors sat in on the bank’s departmental meetings on how IT and the
various user departments can work together to plan a successful migration to modern
IT systems A major focus of the meetings was to improve communications between the
accounting and IT departments

The Deputy Director of IT was concerned about the structure of the present data base,
consisting of some 200 to 300 Betrieve files, covering bookkeeping, general ledger,
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transactions and customer accounts, and i1s considering breaking out the bookkeeping
portion into a separate file maintained on a separate server

The Deputy Chief's expressed interest in learning more about international banking and
the modern IT systems required to support the bank’s present and future operations

Turan-Alem Bank

Turan-Alem bank technical staff met with many vendors and reviewed their packages
The reviews were from vendor published literature on their company and software
systems The bank was furnished by IBTCI with an additional hst of potential suppliers
of modern integrated banking software and a list of specialized vendors of special
functional software in the areas of Treasury, Asset/Liability Management and also
profitability analysis

The IT Department moved forward with research and development of conceptual
specifications for their functional banking system, utiizing the CASE/Object Oriented
requirements definition approach as constructed for Kazakhstan banks by the
Novosibirsk group Turan-Alem Bank developed a full set of functional requirements
and specifications for requesting tenders for vendors of proprietary banking software

Following the evaluation of software packages, the bank considered the packages to be
very expensive and that most packages would require considerable customization The
bank then decided to develop therr own modules in-house The bank began to develop
a new system to include general ledger accounting, a customer information file and a
centralized credit file system

After several months of trying to build these systems, the bank began to question the
potential cost effectiveness of using Oracle data base software for the development of
the bank’s overall system and the bank i1s once again looking at vendor literature It i1s
particularly interested in a package offered by a Baltic firm that 1s based on “Progress”
software Progress was developed by a US company and apparently the Baltic firm has
installed a Russian language version

The bank has not set a formal project plan and time table for purchasing software The
bank 1s In the process of being privatized and until the buyer is known no major
decisions can be taken on purchasing new software

Kazagroprom Bank

The bank’s IT groups has spent several years studying proprietary software for the
bank’s needs The investigation included both data base products such as Oracle and
Sybase, and full banking applications including the Barkley’s, Kirchman and Kindle
systems The bank concluded that the application systems reviewed were too costly
and has contracted to purchase the Va-Bank System This system is based on
software originally developed in Singapore
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The bank attended the IBTCI workshops and courses but has shown minimal interest in
receiving assistance The bank has been reluctant o volunteer information on the
progress of its conversion There 1s no detalled conversion plan and there was no
evidence of a detailed systems specification before the software was bid, evaluated or
selected The only information we have seen I1s sales literature The first deputy
charrman of the bank confirmed the bank intends to implement the new operating
system at the head office and branches within four to five months, by March of 1998
This 1s very unrealistic This particular bank continues to underestimate the time,
commitment and resources necessary to successfully implement a conversion

Tangible Results/Benchmarks

Train banks in SDLC process In order to enable them to evaluate, select and implement
accounting software — ACHIEVED

Draft and i1ssue implementation guide to include accounting example — ACHIEVED
Assist 5 banks to implement software - SEE ASSESSMENT BELOW

Assessment of Subactivities

Senior IT officlals at the large banks were in regular contact with the IBTCI IT
consultants The counterparts at Kazcommertsbank, Turan-Alem and CenterCredit
appeared knowledgeable and had regular exposure to IT 1ssues, both through outside
training and training/ exposure to consultants arranged by USAID

IBTCI consultants assisted the banks where they were unfamiliar with the technology
available and the types of systems architecture in use in the marketplace The IBTCI
consultants explained the features of different systems including integrated modular
banking packages

The training workshops on the Systems Development Life Cycle were well attended by
senior IT directors The workshops identified that one of the most common reasons for
the faillure of IT projects was the lack of communication between IT and functional
management As a result, further work was done to provide both matenals and hold a
workshop on the subject of user interview techniques

The System Development Life Cycle Implementation Guide 1s a very good tool for
banks who want to implement new software systems In addition to the guide the IT
directors of the top banks also received many matenals on the following practical topics

. IT and Management Information Systems

o IT and management communications

° User interview techniques

o Cntical factors to the success of [T projects

° Data collection documentation

J Sample MIS reports
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IBTCI provided practical assistance to the banks to select and evaluate software Most
of the literature available to IT directors has been sales literature and they have needed
traning In specific techniques for interviewing functional users, documenting their
requirements and developing an understanding as to how computer technology must
be applied in order to meet the banks’ management planning, control and reporting
needs In addition to providing lists of software vendors, IBTCI assisted western
vendors to come to Kazakhstan and demonstrate their systems to the commercial
banks

Although all the banks are investigating major software purchases Narodny is the only
bank that began a large scale mplementation Progress at even Narodny is very slow

The commercial banks found the accounting software very costly and all of the banks
are trying to avoid additional expense by either developing theirr own software or
purchasing "Russified" banking packages

In the case of Turan-Alem and CenterCredit banks the banks are In the process of
tremendous change These banks will have to review therr sirategic plans and
determine therr information technology requirements needed to support the
accomplishment of management's strategic goals and objectives

A number of banks were visited to establish the general ledger capability of the
accounting software at Kazakh banks The reports conclusion was that none of the
banks have a general ledger The report is dealt with iIn more detail in the next section

From the current experience, we can conclude that

. The banks need to develop and implement general ledger accounting systems
that meet international standards

o The banks need to determine their IT needs within the overall strategic goals and
objectives of bank management This involves executive management planning,
budgeting and functional controls as well as daily transaction processing
Decisions on computer hardware and software made before the general ledger
accounting systems are implemented will only result in wasted time and money-
and eventual disappointment in IT performance by both the executive and
functional management

o All of the banks began their initial software selection process in 1996 From the
feedback received at the workshops, except for Halyk bank, it 1s doubtful that the
original specifications will be adequate to form an informed decision on selection
and implementation of the IT systems needed fo support their business In the
future
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. The banks need to perform Internal research to define its documentation and
additional MIS and transactional processing needs of the bank

The IT departments at the banks will be fully challenged to meet the requirements of
general ledger and subsidiary ledger accounting The software implementation guide
and training will prove to be very useful for the banks and will help them avoid many
pitfalls in their implementation

22 Implement Subsidiary Ledgers at Five Banks
A Objectives and Overview

Assist the banks to design and implement subsidiary ledgers In order to ensure that
commercial banks capture, record and process their financial commitments accurately
and completely in a timely manner

Produce and issue an accounting conversion manual/materials and provide guidance
in the areas of general ledger balancing, Internal controls and reporting structure
changes From this guidance, the banks will put in place organizational, administrative
and accounting controls to provide integrity to the accounting records so that the
information in the ledgers can be relied upon

B Background
C Work Performed

Joint and individual meetings of the IT and the Accounting Departments were held at
each of the five(5) selected banks

Turan-Alem
Centercredit
Kazkcommerts
Kazagroprom
Halyk(Narodny)

b wWdN =

Written materials on subsidiary ledgers for securities, loans, deposits were distributed to
the five banks Extensive sessions were held with the banks and progress was very
slow None of the banks were capable to proceed at a pace to meet the conversion
timetable envisioned in the ornginal task order

IBTCI reviewed voluminous conversion materials prepared by Halyk bank and noted
that Halyk had the most organized effort of any of the selected banks In Aprl, Halyk
estimated that developing their subsidiary ledgers would take at least until the end of
1997 The Finance Director thought this timetable was very ambitious and that more
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time would probably be necessary Halyk requested continuous consulting assistance
in general accounting matters

IBTCI consultants, with the assistance of Banking Advisory Services, developed a
foreign exchange subsidiary ledger demonstration model The model was used in a
presentation to over thirty banks

In order to provide momentum to bank accounting reform, IBTCI proposed that the
NBRK be used as a model for the commercial banks The proposal was to develop
subsidiary ledgers for foreign exchange and secunties at the NBRK and roll the work
out to the commercial banks This would put the NBRK in a leadership role in bank
accounting reform Discussions took place with Mr Akhanov, Deputy Chairman of the
Economics and FX departments at the NBRK re future collaboration in the area of
foreign exchange Mr Akhanov showed minimal interest

In July 1997, USAID, IBTCI and the NBRK met for a progress meeting There was a
general consensus that the commercial banks were not making progress and it was
considered that for the banks to bulld momentum to create subsidiary ledgers the
NBRK would have to take a more visible and active role in bank accounting reform in a
new collaborative initiative The proposed initiative was to develop conversion training
courses to be delivered at the NBRK for the commercial banks with on-site follow-up
visits to ensure that the progress 1s being made The Director of Banking Supervision
Department was to make this proposal to the Governor of the NBRK

IBTCI were requested to make proposals on the roles and formation of work groups at
the NBRK and the commercial banks IBTCI made the recommendations in August and
in October the NBRK agreed to form a committee for commercial bank accounting
reform

Prior to the formation of the committee, the NBRK and USAID agreed that IBTCI would
visit five banks to review the status of general ledger development at the banks and the
operation of the new chart of accounts

The IBTCI consultants visited five banks , on three visits the IBTCI consultants were
accompanied by Mrs Abdulina The purpose of the visits was to review their accounting
systems - particularly from both an information technology (IT) and accounting
perspective

The banks visited were

Halyk
Kazcommerts
Kazagroprom
Temir
CenterCredit
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Discussions were held with management and representatives of the Accounting and IT
departments at each of the banks Although the number of banks visited was small,
there was a consistency In the findings which allowed IBTCI and the NBRK to conclude
that the banks visited were representative of the majority of the banks in Kazakhstan

The following conclusions were drawn from the visits

The banks had created a chart of accounts report - not a General Ledger The
systems produce the Form 700N daily but when judged against international
bank accounting practices there was no General Ledger functionality

There was concern that the courses adopted by banks - the purchase of new
software or the amendment of existing software - would not deliver the required
General Ledger features This would result in double conversion exercises
Additionally, those banks who have prepared a timetable for computer
implementations/conversions would have underestimated the scope of work to
be performed

The wvisits highlighted that as part of the conversion task, the banks needed
education and guidance on the mechanics of how to design, operate and
maintain General and Subsidiary Ledgers  Assistance would have to be
provided to the banks through conversion teams formed at both the NBRK and
commercial banks The NBRK teams would have to be assisted by USAID
advisors to provide specialized advice on conversion, accounting and internal
control 1ssues at the banks

Bank management continues to manage its business by relying on the reports
required by the NBRK They also rely on the old GOSBANK trial balance This
was not an appropriate tool to use when measuring a commercial bank's
performance as the GOSBANK chart of accounts evolved primarily to meet the
needs of the old centralized command style economy

Without the introduction of General Ledgers and Subsidiary Ledgers, the banks
had not adopted internationally accepted banking practices They did not have a
full understanding of the scope and impact of the changes a conversion to
subsidiary ledgers would have upon therr organizations Because of this,
management lacked the incentive to convert fully

IT factors leading to the conclusion drawn from the visits were

The banks proposed to install new systems and then convert to a general ledger later
They would then create specifications for the vendor to modify the system to create a
General Ledger/Subledger system Upon completion of the modifications, the banks

International Business and Technical Consultants, Inc
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would then install the newly designed GL/Subledger module Several concerns arose
from this approach

o The banks would be involved in a double conversion, the first to the new system
and the second to the enhanced system

Conversions are labor intensive, time consuming projects Data must be organized,
collected, input into the new system, verified, corrected and run in parallel with the old
system before dropping the old system A double conversion not only drains the bank's
resources but also doubles the possibilities of errors

. The banks need to create detailed specifications for a GL/Subledger module and
the banks have had Iittle if any experience with General Ledger/Subledger
processing systems To design a processing system with which one 1s unfamiliar
Is at least an arduous task The bank will be learning about GL systems
processing as it designs it The results would be less than optimal

. The vendor i1s unlikely to have had prior experience with GL/Subledger
processing capabilities and therefore the vendor also i1s unlikely to have had
much If any experience with General Ledger/Subledger processing systems
Complete reliance will be placed upon the specifications provided by the bank If
the specifications are Inaccurate or incomplete the resultiing GL/Subledger
system will also be inaccurate or incomplete The vendor would be unable to
provide much, If any, quality control over the design accuracy

. The banks that plan on modifying their current systems would also need to
understand completely General Ledger/Subledger processing concepts before
they can effectively design and complete their system enhancements

Other conclusions drawn from the visits were

. Management of the banks surveyed did not have a complete understanding of
the objectives of the 'Conversion' Nor I1s it apparent that they realize the full
impact and scope of the project in terms of both organizational changes and time
involved

. The new chart of accounts was been only being implemented n that the Form
700N report was generated on a daily basis The usage of this report being
used by the banks for their own purposes was negligible The Form 700N report
was perceived as being required for regulatory purposes rather than for
management purposes

) When judged according to international accounting practices, the accounting
systems Iin place at the banks did not have true General Ledger and Subledger
functionality The current systems posted their entries solely at the contract
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account level (e g loan, deposit, nostro etc) The GL updates by summing the
contract accounts that relate to a particular GL and merely replacing the current
balance of that GL In a true GL system, the movements would be posted as
actual debits and credits across the GL account

. Within the banks visited, the accounting function was decentralized and failed to
identify the 'owner' of the information input into the processing system This
results in the absence of real responsibility for the continuing integnity of that
information There are many checks to ensure that at a very detailed level
transactions have been input correctly There are very few checks, however, to
ensure that all transactions have been processed accurately, completely and
correctly  Current practice I1s that the responsibility for the integrity of the
processing will be assumed by IT Division rather than the user department

The NBRK, USAID and IBTCI agreed that to convert from the GOSBANK system to a
general ledgers / subsidiary ledger system the conversion would involve

o Design of a suitable (computer) processing system

. Design and composition of the information to be held in each Subsidiary Ledger

o Redesign of manual processes and work flows

. Data cleansing

o Introduction of operating and management controls and reporting to ensure the
Integrity of the information

. Education and training

o Time

Dedicated manpower resources

Based on the experience gained In the first nine months of the year, the banks would
require considerable long-term assistance to plan and convert to formal General Ledger
and Subsidiary Ledger systems

The wvisits confirmed that the banks were having significant problems with therr
conversions and had neither the knowledge nor experience to build General Ledgers or
Subsidiary Ledgers by themselves They did not have the detalled understanding
required to design the mechanics to operate the Ledgers smoothly and efficiently The
Russian software vendors do not have this knowledge either

it was deemed unrealistic for the NBRK and USAID advisors to participate directly in all
the stages of the conversions at all of the commercial banks Rather, they would assist
the banks by developing project control mechanisms, by providing guidance in the
management of the conversion process and by offering assistance on specific
conversion and accounting i1ssues

Proposals were made by IBTCI for the establishment of Steering Committees (SC) and
Working Parties The NBRK was to take the lead in this and establish its own steering
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committee to work with working groups at the commercial banks The NBRK teams
would be assisted by USAID advisors to provide specialized advice on conversion,
accounting and internal control Issues at the banks

In November, the NBRK board approved the establishment of the NBRK coordination
committee for subsidiary ledger conversion and general ledger maintenance at the
second tier banks

The coordination committee i1s comprised of members of the following NBRK
departments

Banking Supervision
IT

Accounting

Foreign Operations
Computer processing
Payment systems
Internal Operations

The NBRK coordination committee recommended that the commercial banks form
working groups and required the commercial banks to submit a conversion plan by mid-
December

Twenty two banks submitted work plans by the end of December and the deadline was
then extended to February for the remaining banks

Produce and Issue an accounting conversion manual/materials including guidance for
general ledger balancing, internal controls and reporting structure changes

Guidance was provided to the commercial banks on how to plan and execute a
conversion The selected banks were provided with advice and matenals on how to
structure and manage projects, form steering committees and work groups, set
benchmarks and the steps and processes to achieve a conversion In addition to this,
all the banks received a bound text with examples of general ledger and subsidiary
ledger extracts for loans, deposits and investments The matenals also contained
examples of journal entries and accrual accounting

Specific presentations on subsidiary ledgers were made in-house to the following
banks

NBRK

Halyk
Turan-Alem
Kazagroprom
CenterCredit
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° Temir
Rehabilitation Bank

IBTCI made presentations to the banks on Internal Controls for Banks The
presentations covered the components of control and the policies, procedures,
practices and organizational structures designed to protect and safeguard the assets of
a bank Specific advice was given to the following banks on their organization structure

NBRK

Halyk
Turan-Alem
Kazagroprom
CenterCredit
Temir
Sennim

Al Raun

A presentation on Accounting Information Systems (A1S) was made in October to
sixty participants from more than thirty banks The presentation covered general
ledgers and subsidiary ledgers and systems The objective was to help the banks better
understand the operations and balancing procedures of general and subsidiary ledgers

Further presentations on the subject of subsidiary ledgers were made In house at the
end of year to Kazcommerts bank and Turan-Alem bank

D Tangible Results/Benchmarks

Design and implement subsidiary ledger at five banks - SEE ASSESSMENT BELOW
Produce and issue an accounting conversion guide/matenals - ACHIEVED BUT SEE
ASSESSMENT BELOW

Provide guidance on general ledger balancing, internal controls and reporting structure
changes - ACHIEVED BUT SEE ASSESSMENT BELOW

E Assessment of Subactivities

Assist the banks design and implement subsidiary ledgers

There has been very little progress made in this area The banks have shown no
willingness to progress in this area of conversion to general ledgers and subsidiary
ledgers The banks have taken the path of performing the minimal amount of work and
in the case of the iImplementation of the chart of accounts this was only brought about
by the mandate of the NBRK While there have been improvements in the transparency
of financial statements, the implementation of the chart of accounts was very cosmetic
and the full benefits of implementation were foregone
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Following the implementation of the chart of accounts, the NBRK has played a relatively
passive role in the area of accounting reform It took five months from the progress
meeting with the NBRK in July to the end of the year to form the work groups at the
commercial banks and most of the banks had not prepared their conversion plans The
NBRK coordination committee has proved to be a very slow vehicle as an instrument of
change

USAID and IBTCl can provide assistance and guidance but has no control over
whether a commercial bank will actively implement general or subsidiary ledgers The
project has been providing assistance beyond the original five banks and the NBRK
coordination committee has set an objective of assisting all the banks

Because of this, the project 1s to change strategy and deliver primary attention to three
pilot banks and reduced support to the other banks While USAID and IBTCI will still not
have control the pilot banks chosen will all have to want to be pilots and want to
implement general ledgers and subsidiary ledgers

A draft workplan has been agreed between IBTCI, USAID and the NBRK Extensive
discussions and meetings took place between IBTCI advisors and Mrs Abdulina to
agree upon the definitions of a general ledger and subsidiary ledgers The essentials
elements of the workplan are as follows

1 Non-pilots banks

The objective of the work with the non-pilot banks will be to ensure all banks have
established a general ledger, new accounting policies and procedures and are
operating from the new chart of accounts by 31 December 1998

IBTCI will assist them reach their goals by the assistance and guidance provided to the
coordination committee of the NBRK The committee will be responsible for the non-
pilot banks achieving the objective set out above

First priority will be on general ledger creation, development of procedures and internal
controls and subsidiary ledgers IBTCI will assist the NBRK In training bank staff in
project management skills, internal controls, subsidiary ledgers and the
conversion/implementation process

2 Pilot banks

It was agreed in January with the Governor of the NBRK and USAID to adopt a pilot
bank approach to the convert the commercial banks The NBRK nominated Narodny
Bank, Centercredit Bank and Tsesnabank as the pilot banks

The objective I1s to assist three pilot banks to establish general ledgers and for those
banks to be utilizing subsidiary ledgers as part of their daily accounting and reporting by
31 December
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The scope of work will be to concentrate on the major banking areas of

Loans

Deposits

Foreign exchange
Securities

Fixed assets

The assumption will have to be made that by covering the main departments in each
bank will meet the requirements of the scope of work, on the belief that the new
policies, procedures and practices In these departments will be adopted In the other
branches of the bank

IBTCI will investigate current operating procedures and practices to determine the
weaknesses of the institution where the pilot clearly does not meet international
standards The concentration of work will then be to make recommendations to the pilot
to implement the necessary changes to attain international standards

There will be a focus of reviewing functional activities and improved internal controls
rather than individual detailed processes or workflow re-engineering

The work in the field may broadly be separated between work to create general ledger
and work to support subsidiary ledgers The accounting department of the bank will
determine the level of information required in the general ledger but the development
work will primarily be carried out by the IT department IBTCI IT advisor will not design
new systems but will review the system logic for deficiencies, note sub-optimal design,
review alternative solutions and provide assistance in designing high level reports The
IBTCI IT advisor will review the systems aspects of the new general ledgers and make
recommendations to develop exception reports that will improve the integrity of sub-
ledgers

3 Roles

IBTCI will be providing advice, assistance and training to counterparts at the NBRK and
the pilot commercial banks The IBTCI advisors will focus primarily on the pilot banks
The IBTCI advisors will provide advice and training on how to approach conversion
Issues and alternative solutions to the problems The solution chosen will be made by
the commercial banks

The main role of the NBRK will be to provide impetus for bank accounting reform
through the newly formed coordination committee The committee will arrange regular
meetings with the commercial banks senior management to monitor progress and
provide any necessary assistance the banks may need to fulfill their work plans

Also, NBRK staff should assist the IBTCI advisors to deliver training courses and
seminars to the pilot banks on practical implementation issues arising from the
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conversion The NBRK staff should then be able to provide the training, without
assistance, to the non-pilot banks

The role of the pilot commercial banks will be to ensure that they have the necessary
financial and human resources to carry out their work plans Where new systems
implementations are taking place or major re-writes of existing systems the
implementation must be completed by mid year The pilot banks will have to ensure the
work group members are available for training and meetings with the IBTCI advisors
The bank work groups will implement the general ledger and subsidiary ledgers

o Produce and issue an accounting conversion guide/materials

As stated in the work performed section, guidance was provided to the commercial
banks on how to plan and execute a conversion The selected banks were provided
with advice and materials on how to structure and manage projects, form steering
committees and workgroups, set benchmarks and the steps and processes to achieve
a conversion

Taken as a whole the matenals form a considerable body of knowledge from which the
banks can complete a conversion There Is, and always will be, a continuous need from
the commercial banks for assistance In this area The banks will receive additional
practical assistance in 1998 from both the USAID advisors and through working with the
coordination committee of the NBRK

. Provide guidance on general ledger balancing, internal controls and reporting
structure changes

As stated In the work performed section, the banks have received specific guidance on
the components of control and the policies, procedures, practices and organisational
structures designed to protect and safeguard the assets of a bank Specific advice was
given on strategic planning, organisation structure, accounting information systems,
(including general ledger balancing,) and general and subsidiary ledgers

There 1s a continuous need from the commercial banks for assistance in this area The
banks will receive additional practical assistance in 1998 from both the USAID advisors
and through working with the coordination committee of the NBRK

23 Produce a Product Accounting Manual
A Objectives and overview
) Produce and issue a product accounting manual that provides guidance on how

to account for banking products The manual will provide guidance on whether a
product generates to an asset or liability, income or expense and whether
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contingent assets or liabilities will anse  The manual will not provide absolutes
for the accounting treatment of all transactions or events that can occur

B Background
C Work Performed

A comprehensive listing of banking products was produced and agreed with the NBRK
Policies were written for the following products

Investment Products
Securities Held to Maturity
Securities Held for Resale
Securities Held for Funding Purposes

Lending Products
Loans and Leases
Factoring
Forfeiting
Bankers’ Acceptances and
Bills of Exchange

Funding Products
Repurchase Agreements
Reverse Repurchase Agreements

Commitments
Guarantees
Letters of Credit

Deposit Products
Capital Market Products
Derivatives
Option Contracts
Forward Rate Agreements
Interest Rate Swaps
Foreign Exchange

Fee Based Products
Trust Services
Other Fee Based Products
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D Tangible results/Benchmarks

Produce and issue a product accounting manual - PARTIALLY ACHIEVED, SEE
ASSESSMENT BELOW

E Assessment of Subactivities

The draft of the product accounting manual was translated to Russian in October and
presented to the NBRK

The main counterpart who would perform the review left the NBRK in October and the
first review by the NBRK was not completed until March 1998 Revisions are currently
being made to the manual n order for it to be i1ssued in the second quarter

Additional work

IBTCI assisted the Banking Supervision Department to prepare a recommendation to
the commercial banks In it, the NBRK recommended to the commercial banks to draft
their own accounting policies and that the accounting policies adopted are approved by
the supervisory board There 1s a regulation in place that accounting policies are
reviewed and approved by the NBRK The main advantage of this recommendation Is
that the NBRK does not have to initiate writing the accounting policies of banks and that
banks do have the power to write accounting policies for the new activities they engage
in The recommendation was Issued in June

24 NBRK Accounting Support

The objective of this component 1s to assist the NBRK address bank accounting issues
and provide guidance on International accounting standards and practices

Continuing support for the NBRK Accounting Department was provided throughout the
year The NBRK requested additional support beyond what was included in the orniginal
TOR and this work has been completed

Tangible Results/Benchmarks
Assist the NBRK in the following areas

Securities accounting — ACHIEVED

A secunties normative was prepared and forwarded after discussion to the National
Accounting Commission for consideration The normative closely follows the American
Institute of Certified Public Accountants' Generally Accepted Accounting Principles
Specifically, securities are divided into three categories Held to Maturity, Available for
sale, and Trading securities
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Design of accounting and internal controls for custodial depositories - ACHIEVED

Advised Mrs Abdulina on specific transactions relating to trust activities and the
principles of on and off balance sheet transactions Advised the Accounting Department
and Banking Supervision Department the applicabllity of the Second Tier Bank’s chart
of accounts to the newly formed private pension funds Provided AICPA/MicroMash
instructional diskette materials to the NBRK Accounting Department on the subject of
pension accounting Provided advice to Banking Supervision Department on pension
accounting (IAS29), custodial activities and the 1ssuance of eurobonds

There will be a continuous need to address specific 1Issues and practices In the area of
investment and trust banking

Settlement of NBRK inter branch accounts Advise on clearing exchange role of the
NBRK accounting function — ACHIEVED

This advice was provided in March and the NBRK centralized this function
Consolidation of and accounting for self supporting enterprises - ACHIEVED

Meetings were held with the NBRK to determine the existing accounting methodology
of the nine Self Supporting Enterprises, (SSE’s), belonging to the NBRK, and also to
identify the SSE's relationship with the NBRK It was agreed with the NBRK that there
are distinct categories of SSE - recommendations of accounting policy being given for
each class, 1 e,

1 The three subsidiaries owned by the NBRK, but not controlled, should be
accounted as investments in accordance with IAS 25 Income to be included in the
NBRK profit and loss as Investment income, arising from dividend payments (Method
currently adopted by the NBRK)

2 The two SSE’s that provide no service to the NBRK should be transferred

3 The four fully funded operations of the NBRK should be included 100% within
the General Ledger of the NBRK - separate subsidiary ledgers to be created for
each

The recommendations were reviewed by the NBRK and of the 2 SSE'’s that provide no
service to the NBRK, one will be transferred to the Ministry of Finance and the other will
be combined with an operation fully funded by the NBRK

Assist In drafting regulations requinng the commercial banks adopt their own
accounting policies and procedures - ACHIEVED
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Assisted the NBRK to prepare and issue a regulation that required the commercial
banks to write their own accounting policies and procedures
Review and revise internal controls for financial accounting and reporting — ACHIEVED

Reviewed the NBRK management reports and made recommendations for
improvement These were made In June

General Ledger balancing procedures - ACHIEVED
Advice was provided to the NBRK on an as-needed basis

Additional Accomplishments

Reviewed the Halyk/Narodny Bank treasury operations guidelines at the request of the
NBRK

Reviewed accounting for various gold and foreign exchange transactions at
Centercredit Bank

Reviewed the NBRK's organizational structure per NBRK management’s request

Prepared and discussed accounting consolidation examples for commercial and
investment banks with the Banking Supervision department of the NBRK

A Russian language version of the Institute of Internal Auditors’ Standards for the
Professional Practice of Internal Auditing were obtained and provided to the NBRK
Additional materals were provided on Board Audit Committees and the Purpose of
Internal Audit

Translated the new NBRK operating and accounting policies for all transactions n
foreign currencies This includes foreign exchange, precious metals, securities, futures
and options (108 page document) Draft comments were presented to the NBRK

Met with Narodny Bank to discuss accounting for investments acquired on behalf of
trust clients

Met with Lanba Bank, Al Raun Bank and Sennim Banks on the subject of subsidiary
ledgers and organization structures

Advised on the accounting treatment of investment and deposit banking subsidiaries for
reporting purposes Prepared accounting consolidation examples for commercial and
investment banks for discussion with BSD Worked through the examples with the
relevant heads of division
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Provided advice to Banking Supervision Department (BSD)on the treatment of the 1ssue
costs of eurobonds Researched the accounting standards and concept papers to
provide BSD with a summary of the issues to address when determining the accounting
treatment of the discount on issuance of eurobonds

25 Training

There was no formal certification training within the original task order Continuous on
the job training 1s given both at the NBRK and when visiting the commercial banks This
included adwvising on the application of accounting policies, accounting procedures,
International Accounting Standards and internal controls The main classroom and
seminar training took place within the other components of the task order

Tangible Results/Benchmarks

Within the work plan the following areas were identified where additional assistance
would be required As no extra resources were made available it was agreed that IBTCI
would attempt on a best efforts basis to provide assistance in the following areas

Commercial bank training needs assessment — ACHIEVED

The advisor performed a commercial bank training needs assessment

Held three meetings with the NBRK and discussed training needs of the commercial
banks Based on input from the NBRK and corroborated at two banks, two memoranda
were prepared and forwarded to USAID for consideration in February 1997

The training needs assessment for the NBRK and the commercial banks was
completed The areas of training identified were

a Accounting policies for banks

b Iinternational Accounting Standards (IAS) related to banking
c Detailed accounting procedures for banks

d Internal control and practice in banking

The NBRK requested that training by western accounting experts be provided to both
the National Bank accounting personnel and the commercial bank accounting
personnel Additionally, training was to be provided on site at United States banks for
accountants from the ten largest banks in Kazakhstan The latter request was referred
to USAID for possible NET training as this could not be accommodated in the IBTCI
Task Order and as no funding was made available, this request was declined

Accounting policies — ACHIEVED

As part of the work completed in components 2 3 and 2 4 training and assistance was
provided Iin this area Confinuous assistance will be required in this area throughout the
duration of the task order
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International Accounting Standards — ACHIEVED

As part of the work completed in component 2 4 training and assistance was provided
in this area to the NBRK Continuous assistance will be required in this area throughout
the duration of the task order

Detailed accounting procedures - PARTIALLY ACHIEVED

Accounting procedures were Included In the product accounting manual The
procedures were more detalled than originally envisaged in the task order but less
detailed than the NBRK would ideally want

Internal control and practices — ACHIEVED

IBTCI provided guidance, materals, assistance and training to the NBRK and the
commercial banks on a continuous basis which included internal audit, internal controls,

organisational structure and segregation of duties

A presentation on the subject of Accounting Information Systems was presented to the
top twenty-five banks There were approximately sixty attendees
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Final Report
Contractor International Business & Technical Consultants Inc
Contract # EPE-0005-100-5056-00

Reporting Period  January 1, 1997 to December 31, 1997

A CONTRACTOR’S REPORT

1 Background

In 1996, a computerized database system called Debt Management and Financial
Analysis System (DMFAS) was Installed at the Ministry of Finance (MinFin) This
database Includes all the external debt loans of the country In the first instances the
project called for the installation of one database at the MinFin that would be used and
updated by the two other financial institutions administering external debt 1ssues (the
Export-Import Bank and the National Bank of Kazakhstan) However, In the interest of
security as well as to avoid network congestion caused by the simultaneous use of the
database by the three institutions involved in debt management, it was decided that
DMFAS would be installed onto three different servers such that the government would
possess three distinct databases for external debt each replicating the data maintained
on the other machines

This introduced a number of problems The government needs to be able to work not
only at the institutional level (monitoring function) but also at the level of the entire debit,
particularly at the MinFin and the National Bank of Kazakhstan (NBRK) To cope with
this requirement, the Local Area Networks (LAN) at each institution would have to be
linked by way of a Wide Area Network (WAN) in order to replicate the data of all three
institutions accurately and in real time WAN would enable the MinFin and the NBRK to
work on the entire debt by using the replication function The replication function
enables Minfin and NBK to access the information monitored by the other institutions
dealing with external debt This replication function had to be installed at MinFin to give
it direct links between NBRK and the EXIMBANK which will be possible with the

purchase of telecommunication hardware
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At the beginning, implementation of the system was not a problem However,
bottlenecks occurred when the different institutions began feeding the system with data
This was due to the poor information flows within the different departments that deal
with external debt at each Institution - the Departments of Disbursement, Treasury, and
Budget to name a few This problem was concentrated at the MinFin and the
EXIMBANK

In order to ensure effective use of the DMFAS automated debt tracking and
management features, the staff of the three institutions charged with managing
Kazakhstan's public and publicly guaranteed external debt required additional training

USAID recommended a Resident Adviser on External Debt with a deep knowledge of
DMFAS be hired for a one year period The Advisor would be responsible for additional
training requirements, monitoring of database updating procedures at each nstitution,
implementation of the replication environment that would allow the MinFin and the
NBRK to produce user-defined reports on global external debt, and train staff at the
MinFin and NBRK working within the replication environment

2 Sub-Activities
21 Mnistry of Finance

The Ministry of Finance manages public debt that i1s paid by the Republican budget and
monitors some loans guaranteed by the government that are managed by banks other
than EXIMBANK

21 a Objectives and Overview of Accomplishments
Objectives

Train the staff of the State Debt Office to update the DMFAS database (updating refers
to the introduction of new signed loans, maintenance of ongoing loans in the database,
adjustments for real disbursements, forecasting of future disbursements, calculating
amortization tables with new real facts, and validating all actual payments -
commission, interest and principal)

Following the complete updating of the database, further training of State Debt Office
staff was required in the area of user-defined reports The DMFAS system includes an
advanced feature that allows the user to define reporting needs This 1s accomplished
by introducing parameters such as starting dates, ending dates, perodicity, units,
currency values, and other user-defined fields for customized reporting
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DMFAS enables the production of the projection reports on future payments, future
disbursements, status reports on payments on principal, interest, commissions arrears
and disbursements received (real)

The above objectives are focused on the database for which the institution Is
responsible

The third objective 1s to implement the replication environment in order to incorporate
the data of all three databases (MinFin NBRK and EXIMBANK) providing the Ministry of
Finance with the ability to produce reports on the country's global external debt

The fourth objective Is to Install a Russian version of DMFAS and to make necessary
checks and adjustments to the replication environment

Overview of Accomplishments

The training, both, in updating procedures and in the production of user-defined reports
has been accomplished successfully and the State Debt Office staff are using DMFAS
on a daily basis

Through it's use of DMFAS, the Ministry of Finance has improved information flows
within the institution and brought about one centralized and accurate database for debt
monitored by the institution

The implementation of the replication environment linking the other two databases
(NBRK and EXIMBANK) allowed the Ministry of Finance to share all external debt
information including debt monitored by other agencies This sharing process improved
the efficiency of information gathering and data quality allowing the Debt State Office to
view the EXIMBANK database This has reduced response to queries time from one
week to several minutes The DMFAS system has eased on-line control of individual
loan monitoring within the three databases

Finally, the reporting system at the Ministry of Finance has been rationalized Data
used from the three Institutions 1s replicated once a day at the Ministry of Finance and
at the National Bank in one centralized replication environment at each institution and
thus the Ministry of Finance and the National Bank produce reports utiizing the same
data sets

21 b Agency Background

On the first day of the assignment, January 8, 1997, the status of the DMFAS system
was as follows

A Telecommunications the WAN links between the MinFin, the NBRK and the
EXIMBANK were working and the replication environment at the Ministry of Finance
was functioning This telecommunication system was installed the 1*' of November
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1996 and consisted of dedicated lines from the Ministry of Finance to the other two
institutions The speed of data transfer 1s 64 kilobytes per second

(The link between the National Bank and Eximbank was not functional because a
dedicated telephone line linking these two inshitutions was not installed Technically the
Ministry of Finance had to install a router at the Ministry of Finance and a bridge in the
other two Institutions 1n order to link the National Bank to Eximbank through the Ministry
of Finance )

B Status of the database the database was updated through August 1996 After
this date, new loans and the real disbursement of existing loans were not registered
due to an internal problem at the State Debt Office - DMFAS was competing with a
system developed (but not completed) by the local personnel

C The evolution from this initial status 1s described below

The Resident Adviser had to demonstrate and convince local staff that the DMFAS
system offered a more robust alternative to the locally developed system The main
problem was the difference In the reporting systems After several months, the
managers at the Ministry of Finance understood the problem and started to rely on
DMFAS

April 1, 1997, the Debt Department moved to another building at the MinFin  After
restructuring the Debt Department was renamed State Debt Office and was located at
the Treasury This restructuring eased the information flows within the Treasury dealing
with all money transfers and thus made good sense However, the move Itself created
a big problem as the new offices lacked the dedicated lines needed to connect the
National Bank and Eximbank to the Ministry of Finance The result was that the
replication was no longer viable

It took several months of negotiation between the MinFin and the Telephone company
to install the dedicated telephone lines at the new premises Finally on August 20,
1997 new telecommunication hardware was installed and the WAN links between the
three institutions were re-established This hardware consisted of a router placed at the
MinFin and two bridges, each placed at the other institutions This sophisticated
hardware allows the link between the three institutions ( particularly it solved the
problem of the link from the National Bank to the Eximbank through the Ministry of
Finance) and permits satellite connectivity In case the Ministry of Finance moves again
to Akmola (the new capital)

The replication system was re-established on September 30, 1997 the system was
tweaked with the help of ORACLE and the DMFAS Central Team in Geneva

During negotiations to reestablish the telecommunications link, a technical assistance
project was launched that was funded by a World Bank loan This project calls for the
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creation of an interface between the Ministry of Finance reporting system and DMFAS
database, and several DMFAS maintenance missions from the Central Team In
Geneva and provides for software upgrades, additional support licenses and equipment
upgrades

21 c Work Performed Detalls

Improving Information Flows

° Letter drafted to creditors in order to centralize information at the State Debt
Office (signed by the Minister),

. Discussions held with the Deputy Head of the Debt State Office concerning the
restructuring of Ministry of Finance and the relocation of the State Debt Office at
the Treasury,

. The connection links established in November 1996 between MinFin and
EXIMBANK, and NBRK verified,

o Information flows within the institution reviewed and recommendations provided,

Improving Data Qualty

o Updated DMFAS with all loan disbursements in 1996 for loans monitored at
Ministry of Finance,

. Audited disbursements against creditor balances,
) Updated the estimation of future disbursements,
. Updated real payments to date,

o Updated DMFAS with all 1997 disbursements for the loans monitored at the
Ministry of Finance,

. Incorporated Domestic Debt - in particular Treasury Bills and new loans sighed
during the year,

Reporting System Improvements

o Prepared data on disbursements for IMF mission visiting Kazakhstan beginning
of February 5th, 1997,

o Prepared data for World Bank reporting,
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o Trained State Debt Office staff in the use of user-defined feature of DMFAS to
produce reports on transactions related to external debt (disbursements,
payments, arrears creation and payments of arrears),

o Prepared data on disbursements for IMF mission visiting Kazakhstan in July
1997,

. Trained Internal Debt Department staff in reporting,

. Produced Domestic Debt report,

o Prepared data on disbursements for IMF mission visiting Kazakhstan in October
1997,
. Produced report on the status of global debt (internal and external) and produced

a series of managernal reports as a consultant-supervised exercise

. Implementation of the replication environment

. Installed router at MinFin and brnidges at EXIMBANK and NBRK in order to
establish an automated connection between the three database,

. Trained MinFin staff on implementation and daily maintenance of replication
environment,

. Upgraded ORACLE database to version 7 33 0 0, SQLNET v 2 0,

. Trained State Debt Office staff on global debt reporting, including replication from
EXIMBANK and NBRK,

. In order to prepare the move to Akmola, and to reduce the cost of the use of
satellite transit ( having the router at Ministry of Finance in Akmola, the system
needs two satellite channels) installed router at National Bank and bridges at
EXIMBANK and Ministry of Finance In this way the system uses only one
satellite channel between Ministry of Finance and National Bank and a normal
dedicated line linking National Bank and Eximbank,

21d Assessment of Subactivity
Benchmarks Met

. The staff of the State Debt Office is updating the database daily, controlling the
results of payment calculations against the creditor’s advice,
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° The staff of the State Debt Office can now produce reports on public debt and on
the country's total external debt using DMFAS,

° The staff of the State Debt Office has produced a set of projections through
December 2000

Deliverables Completed
. Trained State Debt Office staff in use of the DMFAS,
° Installation and implementation of replication environment completed,

Quality

. The Ministry of Finance possess a state-of-the-art tool (DMFAS + WAN) which
allows it to monitor, manage, and analyze the whole debt of the country

Response

. The authorities at the Debt State Office are most satisfied with the system
Although they use the system on a daily basis, DMFAS will remain a secondary
tool until an interface between DMFAS and the existing reporting system Is
developed This interface will be contracted with the collaboration of the DMFAS
Central Team and will be funded by World Bank through a technical assistance
loan The response to the system will be re-enforced when the Russian version
of DMFAS s fully functional

Current and Future Effects

° The mplementation of DMFAS made possible a centralized relational database
for monitoring of external debt This forced the staff to revise information flows
allowing them to control and manage the database at one point in the process

Hurdles Overcome

° This biggest obstacle was the lack of confidence in DMFAS by Ministry of
Finance authorites This stemmed mainly from the fact that for many months
connectivity between the three institutions was not available and thus analysts at
each Institution were unable to work with the entire country debt,

° Also, it was not possible to meet with counterparts of the three institutions at one
time such that they could coordinate their work, specially concerning common
Issues like exchange rates, participants, and vanable interest rates
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Recommendations

o The most important recommendation i1s that the staff of the State Debt Office
continue to update the database on a permanent and regular basis External
debt evolves daily If database maintenance is not updated daily the data will
become outdated and reports produced will be dated and of imited value

. The Ministry of Finance has to imagine a procedure to oblige the Eximbank to
keep the DMFAS up-to-date Until today due to the endless restructuring of
Eximbank, the Debt State Office had not been able to force the staff dealing with
DMFAS at the Eximbank to update DMFAS on dally basis

o In order to overcome the problem of updating the database by Eximbank staff, it
Is recommended that the publicly guaranteed debt should be monitored by the
Ministry of Finance at the State Debt Office in a special newly created
department This i1s the way publicly guaranteed debt 1s monitored in all the
countries except in CIS

o After the move to Akmola of the Ministry of Finance a last check, at the Ministry of
Finance, of the actual version (English) should be made, in order to verify the
good functionality of the system In transferring the data and in terms of
compatibilities of satellite ines and normal telephone lines and the speed of
transfer

o The Russian version should be installed once the Ministry of Finance moves to
Akmola and the connections between the three sites are established

Unmet expectations

o Installation of the Russian version The Russian version was to be installed by
UNCTAD, DMFAS Central Team, Geneva, by the end of October This was not
done for three reasons first the release of the version i1s due 1n January 1998,
second this mission Is to be paid by the External Debt Information Systems
project which was signed on the 20th of August and the disbursement was only
made by the end of November, third the Ministry of Finance moved to Akmola on
December 6 and the connection was not In place to check the Russian version In
order to iImplement and check the Russian version the connection between the
three sites must operational

22 National Bank of Kazakhstan

The National Bank of Kazakhstan manages the debt granted by IMF, one EBRD loan
which I1s a guaranteed debt, and the private non-guaranteed debt
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22 a Objectives and Overview of Accomplishments
Objectives

Train the staff of the Balance of Payments Division to update the DMFAS database
(updating refers to the introduction of new signed loans, maintenance of ongoing loans
in the database, adjustments for real disbursements, forecasting of future
disbursements, calculating amortization tables with new real facts, and validating all
actual payments - commission, interest and principal)

Following the complete updating of the database, further training of Balance of
Payments Division staff was required in the area of user-defined reports The DMFAS
system Includes an advanced feature that allows the user to define reporting needs
This 1s accomplished by introducing parameters such as starting dates, ending dates,
periodicity, units, currency values, and other user-defined fields for customized
reporting

DMFAS enables the production of the following projection reports on future payments,
future disbursements, status reports on payments on principal, interest, commissions
arrears and disbursements received (real)

The above objectives are focused on the database for which the institution 1s
responsible

The third objective 1s to implement the replication environment in order to incorporate
the data of all three databases (Ministry of Finance, National Bank and EXIMBANK)
providing the National Bank with the ability to produce reports on the country's global
external debt

The fourth objective 1s to install a Russian version of DMFAS and to make necessary
checks and adjustments to the replication environment

Overview of Accomplishments

The training, both, in updating procedures and in the production of user-defined reports
has been accomplished successfully and the Balance of Payments Division staff are
using DMFAS on a dalily basis

Through it's use of DMFAS, the National Bank of Kazakhstan has improved information
flows within the institution and has established one centralized and accurate database
for debt monitored by the institution

The implementation of the replication environment linking the other two databases
(Minfin and EXIMBANK) allowed the National Bank to share all external debt
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information Iincluding debt not monitored by themselves This sharing process
improved the efficiency of information gathering

The creation of a split database to incorporate the private non-guaranteed loans
allowed the National Bank to register such loans and built in security precautions so
that the data is used only by the National Bank staff

Finally, the reporting system at the National Bank of Kazakhstan has been rationalized
Data used from the three institutions 1s replicated in one centralized replication
environment and thus the Ministry of Finance and the National Bank produce reports
utihzing the same data sets

22b Agency Background

On the first day of the assignment, January 8, 1997, the status of the DMFAS system
was as follows

A Telecommunications the WAN link between the Ministry of Finance, the National
Bank was working The link between National Bank and the Eximbank was not in place
because the telecommunication hardware to enable this link was not purchased For
this reason the replication environment was not implemented at National Bank

B Status of the database the database was updated through September 1996
After this date, new loans and the real disbursement of existing loans were not
registered because the Balance of Payments Division received the reports every end of
quarter from the Operation Unit

C The evolution from this initial status 1s described below

The Resident Adviser had to control and audit the update of the database first to the
end of year 1996 and then regular controls over his stay

April 1, 1997, the Debt Department moved to another building at the MinFin  After
restructuring the Debt Department was renamed State Debt Office and was located at
the Treasury However, the move itself created a big problem as the new offices lacked
the dedicated lines needed to connect the Ministry of Finance, EXIMBANK to the
National Bank

It took several months of negotiation between the Ministry of Finance and the
Telephone company to install the dedicated telephone lines at the new premises
Finally on August 20, 1997 new telecommunication hardware was Installed and the
WAN links between the three institutions were re-established This hardware consisted
in a router placed at the Ministry of Finance and two bridges, each placed at the other
Institutions This sophisticated hardware allows the link between the three institutions,
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e a direct link between National Bank and Ministry of Finance and a link through the
Ministry of Finance, using the router, to ink National Bank to Eximbank

The replication system was re-established on September 30, 1997 the system was
tweaked with the help of ORACLE and the DMFAS Central Team in Geneva

Meanwhile the re-establishment of the dedicated telephone lines, a split database was
created to register the private non-guaranteed loans

2 2 ¢ Work Performed Details

Improving Information Flows

° The connection links established in November 1996 between National Bank and
Ministry of Finance were verified,

. Information flows within the institution were reviewed and recommendations
provided,

. The connection links were re-established in September 1997 between National
Bank, EXIMBANK, and Ministry of Finance,

Improving Data Quality

o DMFAS was updated with all loan disbursements in 1996 for loans monitored at
National Bank,

o Audited disbursements against creditor balances,
. Updated the estimation of future disbursements,
. Updated real payments to date,

° Updated DMFAS with all 1997 disbursements for the loans monitored at the
National Bank,

. Recorded Private non-guaranteed Debt,

Reporting System Improvements

o Prepared data on disbursements for IMF mission visiting Kazakhstan beginning
of February 5th, 1997,

) Prepared data for World Bank reporting,
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Trained Balance of Payments Division staff in the use of user-defined feature of
DMFAS to produce reports on transactions related to external debt
(disbursements, payments, arrears creation and payments of arrears),

Prepared data on disbursements for IMF mission visiting Kazakhstan in July
1997,

Produced reports on the database monitored by the National Bank,

Prepared data on disbursements for IMF mission visiting Kazakhstan in October
1997,

Produced report on the status of global debt (internal and external) and produced
a series of managerial reports as a consultant-supervised exercise

Implementation of the Replication Environment

Installed router at Ministry of Finance and bridges at EXIMBANK and National
Bank in order to establish an automated connection between the three database,

Trained National Bank on implementation and daily maintenance of replication
environment,

Upgraded ORACLE database to version7 33 0 0, SQLNET v 2 0,

Trained Balance of Payments Division staff on global debt reporting, including
replicated data from EXIMBANK and Ministry of Finance,

In order to prepare the move to Akmola, and to reduce the cost of the use of
satellite transit ( having the router at Ministry of Finance in Akmola, the system
needs two satellite channels) installed router at National Bank and bridges at
EXIMBANK and Ministry of Finance In this way the system uses only one
satellite channel between Ministry of Finance and National Bank and a normal
dedicated line inking National Bank and Eximbank,

22d Assessment of Subactivity

Benchmarks Met

The staff of the Balance of Payments Division i1s updating the database daily,
controlling the results of payment calculations against the creditor’s advice,

The staff of the Balance of Payments Division can now produce reports on public
debt and on the country's total external debt and private non-guaranteed debt,
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° The staff of the State Debt Office has produced a set of projections through
December 2000

Deliverables Completed

° Trained Balance of Payments Division staff in use of the DMFAS,

o Installation and implementation of replication environment completed,

. Creation of an environment to register private non-guaranteed debt completed,
Quality

o The National Bank possesses a state-of-the-art tool (DMFAS + WAN) which
allows it to monitor, manage, and analyze the whole debt of the country

Response

° The authorities at the National Bank very much liked the system and they would
ke to expand the system to all the departments dealing with debt at the
Operation Depariment, to have a better control of the payments and
disbursements, at the Securnities Department to register all the notes from the
Bank, at the International Department to monitor the loans from International
Organizations For this purpose, the Vice-Chairman of the National Bank
requested USAID to grant them funds to proceed with the expansion and the
training involved The answer of the USAID was that they should look to other
International agencies, like World Bank for example for such funding

Current and Future Effects
° The mplementation of DMFAS made possible a centralized relational database
for monitoring of external debt This helped the staff to revise information flows

allowing them to control and manage the database at one point in the process

Hurdles Overcome

° It was not possible to meet with counterparts of the three institutions at one time
such that they could coordinate their work, specially concerning common issues
ike exchange rates, participants, and variable interest rates

Recommendations

J The most important recommendation 1s that the staff of the Balance of Payments
Division continue to update the database on a permanent and regular basis
External debt evolves dally If database maintenance 1s not undertaken daily the
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data will become outdated and reports produced will be dated and of limited
value

. After the move to Akmola of the Ministry of Finance a last check, at the National
Bank, of the actual version (English) should be made, in order to venfy the good
functionality of the system in transferring the data and in terms of compatibilities
of satellite lines and normal telephone lines and the speed of transfer

° The Russian version should be installed once the Ministry of Finance moves to
Akmola and the connections between the three sites enabled

Unmet Expectations

J Installation of the Russian version The Russian version must be installed by
UNCTAD, DMFAS Central Team, Geneva, since end of October This was not
done for three reasons first the release of the version was due on January 1998,
second this mission was to be paid by the External Debt Information Systems
project which was signed only on the 20th of August and the disbursement was
only made by the end of November, third the Ministry of Finance moved to
Akmola on December 6 and the connection were not ready to check the Russian
version In order to implement and check the Russian version the connectivity
between the three sites must be in operation

23 Export Import Bank of Kazakhstan

Export Import Bank (EXIMBANK) has the role of an agent of the Government and
manages almost all the debt which 1s guaranteed by the Government, including
payments falling due by the beneficiaries, and in the case of iImpeachment of payment
by the beneficiary starting the guarantee procedures to make the Government pay on
their behalf

2 3 a Objectives and Overview of Accomplishments
Objectives

Train the staff of the Strategy and Planing Division and the managers of the loans to
update the DMFAS database (updating refers to the introduction of new signed loans,
maintenance of ongoing loans In the database, adjustments for real disbursements,
forecasting of future disbursements, calculating amortization tables with new facts, and
validating all actual payments - commission, interest and principal)

Following the complete updating of the database, further training of Strategy and
Planing Division staff and the managers of the loans was undertaken In the area of
user-defined reports The DMFAS system includes an advanced feature that allows the
user to define reporting needs This I1s accomplished by introducing parameters such
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as starting dates, ending dates, periodicity, units, currency values, and other user-
defined fields for customized reporting

DMFAS enables the production of projection reports on future payments, future
disbursements, status reports on payments on principal, interest, commissions arrears
and disbursements received (real)

The above objectives are focused on the database for which the institution 1s
responsible

The third objective I1s to install a Russian version of DMFAS
Overview of Accomplishments

The training, both, in updating procedures and in the production of user-defined reports
has been accomplished successfully and the Strategy and Planning Division staff and
the managers of the loans are using DMFAS

Through it's use of DMFAS, the Eximbank has partially improved the information flows
within the institution and brought about a centralized and accurate database for debt
monitored by the institution

Finally, the reporting system at the Eximbank has been rationalized Data introduced in
this institution can be used by the Ministry of Finance and the National Bank to produce
reports Eximbank uses the reporting system for their own needs, and updates the
database acting as data entry point for the Ministry of Finance and National Bank

23 b Agency Background

Before the iImplementation of DMFAS at the Eximbank, the institution was using a self
developed system based on Excel worksheets This system is still running in parallel to
DMFAS

On the first day of the assignment, January 8, 1997, the status of the DMFAS system
was as follows

A Telecommunications the WAN links between the Ministry of Finance and the
EXIMBANK were working This telecommunication system was installed on 1% of
November 1996 and consisted of dedicated lnes from the Ministry of Finance and
Eximbank

B Status of the database the database was updated through September 1996
After this date, new loans and the real disbursement of existing loans were not
registered because there was no commitment from the authorities of Eximbank to work
with DMFAS
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C The evolution from this initial status 1s described below

The Resident Adviser had to control and audit the update of the database to the end of
year 1996

In first place, it was very difficult to work in an environment where the authorities were
not committed to work with DMFAS In second place the year was dedicated to
restructure the bank, for privatization purposes, meaning that the staff was not sure If
they will retain their jobs Restructuration in Kazakhstan means mainly firng of staff
and not reallocation of staff for better productivity The result was that the staff was
more Interested in seeking a new job than update the DMFAS system

During the first six months, the resident adviser was encouraging on a dally basis to
encourage people to work By the end of July the database was completed and
updated with all projected and real transactions

2 3 ¢ Work Performed Details

Improving Information Flows

. The connection links were established in November 1996 between Ministry of
Finance and EXIMBANK verified,

° Information flows within the institution were reviewed and recommendations
provided,

o The connection links were re-established in September 1997 between National
Bank, EXIMBANK, and Ministry of Finance,

o Installation of one station was completed in the managers office in order to give
them direct access to DMFAS

Improving Data Quality

. DMFAS was updated with all loan disbursements in 1996 for loans monitored at
Eximbank,

. Audited disbursements against creditor balances,

° Updated the estimation of future disbursements,

. Updated real payments to date,

° Updated DMFAS with all 1997 disbursements for the loans monitored at
Eximbank,
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Reporting System Improvements

. Prepared data on disbursements for IMF mission visiting Kazakhstan beginning
of February 5th, 1997,

) Prepared data for World Bank reporting,
o Trained EXIMBANK staff in the use of user-defined feature of DMFAS to produce

reports on transactions related to external guaranteed debt (disbursements,
payments, arrears creation and payments of arrears),

. Prepared data on disbursements for IMF mission visiting Kazakhstan in of July
1997,

. Produced reports on the database monitored by the Eximbank,

) Prepared data on disbursements for IMF mission visiting Kazakhstan in October
1997,

Implementation of the replication environment

) Installed router at MinFin and bridges at EXIMBANK and NBRK in order to
establish an automated connection between the three database,

. Upgraded ORACLE database to version 7 33 0 0, SQLNET v 2 0,

23 d Assessment of Subactivity

Benchmarks Met

o The staff of the Strategy and Planning Division and the loan managers are
partially updating the database, controlling the results of payment calculations

against the creditor’s advice,

o The staff of the Strategy and Planning Division and the loan managers can now
produce reports on public guaranteed debt,

Deliverables Completed

o Trained the Strategy and Planning Division staff and the managers staff in use of
the DMFAS,
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Quality

The Eximbank possess a state-of-the-art tool (DMFAS) which allows 1t to monitor,
manage, and analyze the debt they monttor,

Response

The authorities at the Eximbank Bank are very satisfied with the system the
managers who are working on dailly basis with the system are extremely
supportive to DMFAS because this has become a real management tool for them,
they can extract any data from the database within minutes The staff who 1s
working from time to time with DMFAS are updating the database by bulk (this
can be once every month or two) and they find it very cumbersome It has been
impossible to make a kind of procedure to impose on them the daily update of the
database,

Current and Future Effects

The implementation of DMFAS made possible a centralized relational database
for monitoring of external debt This enabled the staff to revise information flows
allowing them to control and manage the database at one point in the process,

If the staff at Eximbank do not update the DMFAS on regular basis, the future
effect of this will be that the Ministry of Finance and the National Bank will not be
able to have correct data on Guaranteed Debt as these institutions have to rely In
Eximbank data entry,

Hurdles Overcome

It was not possible to meet with counterparts of the three institutions at one time
such that they could coordinate their work, specially concerning common issues
like exchange rates, participants, and variable interest rates

It was impossible to meet with the counterpart of the bank (The Chairman) to
acquainted him with the DMFAS staffing and commitment problems The only
way he has been informed was through memorandum which were never
answered

Recommendations

The most important recommendation is that the staff of the Strategy and Planning
Division staff and the loan managers continue to update the database on a
permanent and regular basis External debt evolves dally If database
maintenance Is not undertaken daily the data will become outdated and reports
produced will be dated and of imited value
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o The Russian version should be installed once the Ministry of Finance moves to
Akmola and the connections between the three sites enabled

Unmet expectations

. Installation of the Russian version The Russian version must be installed by
UNCTAD, DMFAS Central Team, Geneva, since end of October This was not
done for three reasons first the release of the version was due on January 1998,
second this mission was to be paid by the External Debt Information Systems
project which was signed only on the 20th of August and the disbursement was
made only by the end of November, third the Ministry of Finance moved to
Akmola on December 6 and the connection were not ready to check the Russian
version In order to iImplement and check the Russian version the connectivity
between the three sites must be operational

CONCLUSION

1 The Republic of Kazakhstan possesses a state-of the-art system to monitor their
external debt DMFAS Is Installed and fully operational at the Ministry of Finance, the
National Bank and the Eximbank

2 This nstallation meets with all the secunty requirements sought by the
authorities of the three institutions

3 The end users of each of these Institutions have been trained, and are able to
update and produce reports on their owned database They can report on
disbursements, projection of payments, actual payments and arrears

4 The staff of the Ministry of Finance and the National Bank have been trained and
are able to produce standard reports on the whole debt of the country, using the
replication environment

5 In order to meet with the reporting requirements of the Ministry of Finance
(Republic of Kazakhstan standards), the Ministry of Finance under the guidance of the
DMFAS Central Team in Geneva will build an interface using DMFAS database as a
core

6 The Russian version of DMFAS has not yet been installed

7 The Ministry of Finance should implement an internal procedure to oblige the
Eximbank to update on a regular basis the database they are responsible for

8 The move of the Ministry of Finance to Akmola (December 10, 1997) has had an
Impact in the use of the system If the installation of the satellite line 1s not accelerated
to make a last check of the system, to train the new staff which will be hired locally, to
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supervise the implementation of the Russian version, ail the investment in time and
money could be lost

APPENDIX
REPLICATION ENVIRONMENT AND SECURITY

The replication environment consist of two main features the physical link between the
servers of the three institutions and the replication environment

1 Physical Links
11 Links with Ministry of Finance in Almaty

The three institutions Local Area Network (LAN) are linked through two dedicated
telephone lines (channels) which are connected to a telecommunication network
(Dianet Line) One line links the server of the Ministry of Finance and the server of the
National Bank and the second one links the server of National Bank to the server of
Eximbank

A very sophisticated Telecommunication Hardware, consisting of a router placed at the
National Bank and of bridge at the Ministry of Finance and a second one at Eximbank,
allows the DMFAS to work in a Wide Area Network (WAN) The Ministry of Finance can
connect directly to the National Bank and through the National Bank (using the router)
to Eximmbank The National Bank can connect directly to Ministry of Finance and
Eximbank

The speed of data transfer 1s 64K per minute
12  Future Connection (when Ministry of Finance moves to Akmola)

When the server at the Ministry of Finance 1s moved to Akmola a satellite ine will be
connected from the Ministry of Finance through the knot (Dianet Line) to National Bank
The speed of transmission I1s also 64k per minute This will allow the three institution to
have the same performance they have today

13 Securnty

The Eximbank only can update its database and cannot access the database either at
the Ministry of Finance or National Bank The National Bank cannot access database of
either the Ministry of Finance or the Eximbank The Ministry of Finance cannot access
the database of National Bank but can access the database of Eximbank in a read only
feature
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To stress the security, the servers at the National Bank and Eximbank are closed from
Friday 19 00 hr to Monday 9 00 hr This does not allow any connection during the week
ends

This security system will remain in place when the Ministry of Finance moves to
Akmola

2 The Replication Environment

Replication i1s a features of ORACLE and allows to merge different databases with the
same structure

21 The Architecture

The architecture of the replication environment 1s explained below

MOF NBK
DMFAS application
environment DMFASREP application

environment

Application data

E1_application data

Reference data

M1 _application data

DMFASREP application N1_application data
environment R1_reference data

M1_application data

DMFAS application

N1_application data enviranment

E1_application data
R1_reference data

Application data

Reference data

EXB

DMFAS application
environment

Application data

Reference data

Figure 1 Technical solution to case study on replication
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Each institution works locally with its own database environment (DMFAS) In this
environment, they can introduce new loans, and update old once At both National
Bank and at Ministry of Finance, a replication environment has been established The
replication environment contains all the files from the other institutions, 1s updated every
day at 18 00, and can only be read, no changes or updates can be performed under the
replication environment The replication environment allows the National Bank and the
Ministry of Finance to produce reports on the whole debt of the country

22 Security

The replication environment contains all the files from the other institutions, 1s updated
every day at 18 00, and can only be read, no changes or updates can be performed on
the replication environment by either the National Bank or the Ministry of Finance This
Is a powerful security system that imposes the responsibility to each institution of the
update of the data they are monitoring If adjustments to the database must be
performed, these can only be done at the ‘source’ institution

23 Move of the Ministry of Finance to Akmola
The move of the Ministry of Finance to Akmola, in principal, will not have any

implication in the replication environment, unless the connection between the Ministry of
Finance and the National Bank 1s not available
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Contract # EPE-0005-100-5056-00

Reporting Period January 1, 1997 to December 31, 1997

A CONTRACTOR'’S REPORT
1 Background

The requirements the United States Agency for International Development (“USAID”)
funded Task Order No 4018 states that IBTCI will provide technical assistance to the
Central Bank of Uzbekistan (“*CBU") through December 31, 1997 Dunng the term of this
project, a follow on task order was awarded for continuing technical assistance from
January 1, 1998 through December 31, 1998 In total, the original Technical Assistance
Agreement was intended to provide support in the following areas of bank supervision

On-site supervision

Off-site Supervision

Resolution of Problem Banks

Legal infrastructure and enforcement program

The IBTCI banking supervision program in Uzbekistan began in Apnl 1997 with the arnval
of one long-term advisor, Terry L Stroud Mr Stroud began this one-person assignment
with the preparation of a work plan covering a twelve-month period beginning in April
1997 and continuing through March 1998 The Work Plan addressed the four areas
discussed above The Technical Assistance Agreement recognized and required the
need for close interaction with the senior staff of the CBU At the time of the arnval of the
resident advisor (RA), the senior management of the banking supervision department
were not totally clear as to what was expected from this task order As a result, the
involvement of senior management in the supervision department was very limited in
helping the RA identify areas where immediate help was needed or warranted This was
not totally unexpected since the officials of the CBU had only limited experience in

operating In an open and transparent banking environment Therefore, the inception
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phase of the project was used to develop and foster a relationship needed to identify the
current supervisory practices, assess the capabilities of management, and review the
types of information being received by the supervisory department

The On-Site assistance program was essentially designed to train the inspection staff of
the CBU to identify and measure risk in the commercial banking system This training
program provides practical training to the staff on how to review and assess the following

The management structure of a commercial bank,

Policies and procedures for all major functional areas of a commercial bank, including
lending,

. Management information systems used by the banks

The training inttiatives have been provided to the staff through both a formal classroom
setting and on the job training sessions and will continue throughout 1998

The banking supervision program also intended to ensure that a structured legal system,
which consists of laws, regulations, and policy statements, was in place Adequate
authonty to administer and monitor the banking sector should be supported by an
adequate legal framework Adequate authority includes the ability to prepare regulations,
to conduct examinations, and to enforce compliance with prudential economic standards
This authority must also extend to the ability to revoke the license of a bank that has
become nsolvent and to conduct its liquidation in accordance with prudent business
practices based on creditors and depositors rights

As planned, the legal section of the program began in June 1997, with the arnval of a
short-term Legal Advisor As such, the primary objective of the initial legal review was to
assess the legal environment, including an evaluation of the existing laws and
regulations In addition, the Legal Advisor has sought to gain an understanding of the
organizational and functional structure of the legal department within the Central Bank, I1n
order to develop a judgment about how best to provide legal advice and assistance
Suggested changes for improvement in the structural organization could not occur until a
full understanding of the current legal system was obtained Part of this effort entails the
continued development of relationships with the counterparts within the Supervision and
Methodology Departments Upon this foundation, the work of providing comments,
advice, and suggestions for improvement In existing regulations, as well as the
development of new regulations and entire operational programs to address important
areas could proceed

The Off-Site Surveillance Program, as per the continuation of this task order, commenced
in mid-October 1997 with the arnval of Resident Advisor David Hawkins  The main goals
and objectives of the off-site program are to ensure the timely and accurate submission of
financial information to the CBU In addition, it 1s intended to provide the CBU with
information, which its employees can use to assess a bank’s financial condition on an
ongoing basis, in between Inspections The primary off-site project will be developed
utihzing data and information submitted from commercial banks The information
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received from the banks will allow the CBU, as the primary user of the system, to analyze
and manipulate the data received to calculate the ratios and other financial information
needed to properly supervise the banks Through this, the CBU will detect financial
trends, both positive and negative, within each bank to make a determination as to which
banks are in need of increased supervision by the CBU This analysis will allow the CBU
to take a proactive, rather than a reactive, position in dealing with problems at the
commercial banks

The off-site portion of the project will consist of two separate and distinct stages, and will
transcend the current project and will continue into the next phase, which begins January
1, 1998  The first stage involves the identification of data to be collected by the CBU 1n
a standardized report format (“Call Report”) The second stage will have as its end result
the development of a Uniform Bank Performance Report (“UBPR”) The UBPR will
identify key performance indicators for the current period and for prior periods, thus
allowing the CBU to compare a bank’s current performance with its past performance It
will also allow the CBU to make comparisons between a particular bank’s performance
and that of its peers This project will substantially improve the quality and integrity of the
data received by the CBU

In early December 1997, in following the continuation of the task order, Ms Susan
Thetford arrived to begin work assisting in the bank accounting area Ms Thetford’s work
will continue into the next year (pursuant to the new contract beginning January 1, 1998)
and will focus on providing assistance to the commercial banks in the implementation and
correct usage of the new International Chart of Accounts, which was introduced in April
1997 In addition, Ms Thetford will be providing direct assistance to the commercial
banks In the development of internal controls, internal audit programs, proper
recordkeeping, and the use of International Accounting Standards Ms Thetford will also
assist the CBU in developing guidelines and/or terms of reference with regard to auditing
the commercial banks Current plans call for each bank to receive a full scope audit for
1997 It 1s anticipated that the auditors will express an unbiased opinion concerning the
Integrity and accuracy of bank’s financial statements  During her short tenure working
with the commercial banks, Ms Thetford has been directly involved in assisting one
commercial bank during an on-site inspection

. 2 Objectives and Goals of the Bank Supervision Program

As stated previously, the objectives of the Technical Assistance Program included helping
the CBU transform the supervisory process from a centrally planned banking system to
one that 1s responsive to a market economy Upon commencement of the current project,
it was discovered that the CBU had established, with the help of foreign advisors, the
legal framework for a modern banking supervision department However, it was also
quickly discovered that the legal and supervisory staff had little or no expenence on how
to implement or utiize the new authorities and/or powers provided by these laws and
regulations It was also discovered that the inspection staff had no formal policies and
procedures on how to conduct an on-site inspection of a commercial bank The CBU’s

current objectives and procedures were based on outdated economic normatives These
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normatives had little or no correlation in helping assess the nisk in the commercial banking
sector

The resident advisor also discovered that the Central Bank had adopted a new
International Chart of Accounts An international accounting firm under the funding of the
World Bank developed this accounting system Preliminary reviews and discussions with
the banking supervision staff revealed that the inspection staff did not possess the basic
understanding of international accounting principles Due to the lack of experience and
understanding of this critical area, the inspection of the banks using the new CAMEL
format has been slower and more tedious than originally planned Significant training has
been provided on this and will continue in 1998

As a result of these findings, the resident advisor began the process of developing a
standardized inspection report based on an Internationally accepted system of inspecting
banks This process also Iincluded the development of a formalized set of inspection
procedures Prior to the inhiation of the current USAID funded program, the Central
Bank’s supervisory staff had no standardized method of analyzing and/or formalized
reporting system for detailing the financial condition of the commercial banks

The original technical assistance also stated that significant tme and effort would be
devoted to a review of the CBU’s licensing, iquidation, and regulations, however, due to
the fact that the World Bank has hired a contractor to work on these specific areas our
work in these areas will be minimal Exceptions to this will be to confer with and provide
opinions where requested In these areas by the World Bank contractor and/or the CBU

3 Accomplishments Completed During 1997
On-Site Inspection Program

As stated, the on-site program began with the development of a Work Plan which was
intended to serve as a “blueprint” for the work to be developed and implemented over a
twelve month period beginning in April 1997 The Work Plan was submitted and approved
by the Vice-Chairman in May 1997 and as a result this document served as a reference
point in iImplementing the goals and objectives of the banking supervision program A
copy of the original Work Plan is attached as Exhibit 1

As a result of the lack of understanding of the new Inspection process that was about to
be mplemented, the resident advisor developed and provided a course regarding the
purpose and objectives of a Prudential Banking Supervision Program This program was
intended for the senior managers of the BSD and the staff The training occurred in two
sessions and took place in June and July 1997 The participants included the
headquarters staff of both the on-site and off-site departments and staff of the various
regional offices Approximately 50 staff members attended this training, however, only a
few of the senior managers actually attended each session

The development of a standardized inspection report, based on the CAMEL system has

been completed and the staff has conducted two inspections using the new format
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Presently a great deal of on the job training i1s required for the staff to complete the new
inspection format This is due to the lack of the staff's understanding of basic accounting
principles A standardized report Is critical to ensure consistency among the various
regional offices of the Central Bank The report i1s designed to reflect all major activities
and functions of the bank and has resulted in an internationally accepted rating system
for the subject bank The new report format I1s intended to measure and comment on
complance with all applicable laws and regulations and to measure the bank’s
comphance with safety and soundness 1ssues The bank will also be assigned a
numerical rating, which i1s intended to reflect its financial condition and complhance with
laws and regulations A copy of the standardized report is attached as Exhibit 2

In addition to the new inspection format, a set of detalled on-site inspection procedures
and internal control questionnaires (on the CAMEL system) have been developed and
are now being used by the on-site inspection staff On the job training has been and will
continue to be provided to the inspection staff on each of the various components A
copy of these procedures Is attached as Exhibit 3

A training/accreditation program consisting of 4 or 5 core courses has been discussed
with the Vice-Charrman of the CBU Based on these discussions the accreditation
program will consist of the following

Basics in Banking Supervision,

Accounting and Financial Analysis,

Credit Analysis,

Basics in Foreign Exchange, and

A course to be determined at a later date (possibly auditing standards)

Two of the courses, Basics in Banking Supervision and Accounting and Financial
Analysis, have been provided to date to the staff it i1s anticipated that the remaining
courses will be developed and provided to the staff during 1998 It 1s anticipated that the
Basics in Foreign Exchange will be presented in March/April and the Credit Analysis will
occur In June/July 1998 It 1s also anticipated that a second session of the Accounting
and Financial Analysis will be presented to the remaining inspectors who were not able to
attend the first session provided in December 1997

Off-Site Surveillance

A comprehensive Work Plan has been developed which outlines steps that will be
accomplished throughout the term of the project in order to achieve success in the Off-
Site Survelllance program The Revised Work Plan has been approved by the CBU and
has been attached as Exhibit 4

In addition, the resident advisor has, In conjunction with the Vice-Chairman, identified a
counterpart for the off-site survelllance program In the initial stages of the program, the
resident advisor and the CBU counterpart were meeting on a daily basis to discuss
project goals and objectives Currently the meetings are being held on a weekly basis

International Business & Technical Consultants, Inc 5
Final Report



Financial Restructuring Technical Assistance to the Central Bank of Uzbekistan

The resident advisor has also spent a great deal of time reviewing the reports currently
being received by the CBU to ascertain what additional information must be submitied by
the commercial banks This information will be utiized where appropnate in the Cali
Report In addition, a review of previous work performed by consultants, the IDMAG
Group, has also been reviewed and incorporated in the current analysis

A draft copy of the Call Report, including supplementary schedules (a balance sheet,
income statement, and 22 reports were inthially proposed, but will probably be reduced to
approximately 16 additional schedules in the final version), has been developed In
conjunction with the staff of the CBU This task included the preparation of written
instructions (as necessary) for the balance sheet, Income statement, and all
supplementary schedules Preliminary discussions with the staff of the CBU indicate
general concurrence with the recommendation However, there Is still some reluctance to
discontinue utilizing the dally trial balance as a source of information for off-site analysis
The resident advisor believes that as time progresses he can overcome these objections
In addrition, the resident advisor will be making a recommendation to obtain information
on a monthly or quarterly basis rather than dailly The Director of the Off-Site Department
has stated his desire to continue to receive information daily so that the problems in the
commercial banks can be ascertained “immediately * The resident advisor has attempted
to overcome this objection by explaining that the information for the off-site system will be
too voluminous to lend itself to a daily analysis Although not immediately able to
overcome this objection, the resident advisor expects, over the next few weeks, to be
able to overcome the rationale of wanting daily information Based on preliminary
discussions, only minor changes are expected with regard to the recommendations

Accounting

A draft copy of the Work Plan has been developed and includes specific steps to be taken
over the course of the accounting project to achieve the goals and objectives of the
commercial bank accounting project A copy of the Accounting Work Plan 1s attached as
Exhibit 5

Since the arrival of the accounting resident advisor, a majority of the advisor's time has
been spent in a commercial bank participating in an on-site inspection Specific areas of
review included a review of the bank’s accounting controls, financial record keeping and
internal reporting procedures  This analysis resulted in the preparation of wriiten
comments and analysis for inclusion in the inspection report that will be forwarded to the
bank’s Board of Directors
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4 Work 1in Process Not Completed in 1997
On-Site

An inspection manual developed by IBTCI under the USAID Banking Supervision Task
Order Project in Kazakhstan for the CBU will be updated to reflect the specific
procedures, regulations and laws currently in effect in Uzbekistan After a thorough
review and update of the manual, selected sections will be presented in formal training
sessions detailing the requirements of how to conduct and write an actual inspection
report It 1s anticipated that these revisions and up-dates will take place in the second
quarter of 1998

In addition to the aforementioned training Iinitiatives, the resident advisor i1s currently
working with the inspection staff on how to present the findings of an inspection report fo
the subject bank’s Board of Directors and Management This training will include the
drafting of a “Supervisory Letter” which I1s intended to summarize the findings of an
Inspection report and what actions, if any, are required of the subject bank’s Board of
Directors The remaining primary goals are to complete an inspection on the 10 largest
banks and to take the appropriate supervisory remedial action, where necessary, on
troubled banks

Off-Site Survelllance

The goals and objectives as detalled in the Work Plan were accomplished within the
predetermined timeframes In October 1997 a counterpart was named to work directly
with the Resident Advisor on the Off-Site project The Resident Advisor has met on a
regular basis with the counterpart to gain a better understanding of the current reporting
process and to provide a better understanding of the goals and objectives of an Off-Site
Survelllance Department and system in a developing country Further, the Resident
Advisor and the counterpart assisted in the evaluation of earnings and capital at an on-
site inspection which helped both gain knowledge about a bank’s reporting process and
provided a forum to begin inihial training for financial ratio analysis

Also, the Resident Advisor has met periodically with the Director of Off-Site Supervision to
discuss the goals and objectives of the program, and to answer any questions that he
might have It should be noted that there have been two different directors Iin the
relatively short amount of time that the Resident Advisor has been consulting with the
CBU The main objection of the current Director I1s that he wants to recewve off-site
information on a daily basis This thought process Is typical of CIS countries and the
Resident Advisor believes that this objection will be overcome during the term of the
project The director understands the need for the off-site system and has provided his
support for this task order in meetings with the Resident Advisor

A final report issued by IDMAG, a Canadian consulting firm, was reviewed and provided
insight Into the current level of off-site surveillance Although IDMAG provided many
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useful recommendations for the CBU In the area of off-site surveillance, the CBU failed to
implement most, if not all, of the recommendations

A review was also performed to ascertain what information Is being received by the CBU
at the current time for off-site analysis Although on the surface, this appears to be an
easy task, in actuality, it was difficult attempting to determine the current reporting
requirements A significant reason for this difficulty 1s that although the CBU receives a
large quantity of information from the commercial banks, not all departments have access
to such information It Is not clear why this 1s occurring, but may just simply be a matter of
“controlling information” It i1s clear that In some cases the CBU may be receiving
information, which is useful for bank supervision but i1s not allowed to be viewed by that
department or used In off-site analysis This will be an ongoing area of concern and an
objective of this project will be to narrow or eliminate this communication gap between the
Bank Supervision Department and the other departments It 1s our intent to ensure that
the Supervisory Department receives all pertinent information for the staff to properly
monitor the commercial banks Whether this happens as a result of changing the internal
access to information at the CBU or developing separate reports for bank supervision Is
unknown at this time

As a result of this review, the Resident Advisor prepared comments and
recommendations regarding the quality and quantity of information being received by the
Bank Supervision Department As a result of this review, a determination was made that
the information for the Call Report should consist of reports currently coming into the
CBU, either in modified version or current format, and in addition, several reports will
need to be developed A summary of the recommendations for the Call Report 1s
included In Exhibit 6

The recommendation 1s currently being translated into Russian for review and
concurrence by the CBU Once concurrence has been achieved, the reports will be
mapped to the current chart of accounts where possible (some schedules will not be
mapped directly but will require that the commercial bank maintain supplementary
schedules internally) According to the Work Plan, this will be completed by the end of
January 1998  There I1s no reason to expect that this timeframe cannot be achieved
After that date, an automated version of the Call Report schedules will be developed

Accounting

An initial draft of a Work Plan has been prepared and has been reviewed by the CBU
counterpart It 1s anticipated that the Plan will be finalized and agreed to by all parties in
January 1998 The accounting resident advisor has also spent some time on an actual
inspection of a commercial bank This participation has provided the information
necessary to complete the Work Plan and has also provided a basic understanding of
what type of accounting assistance Is needed in the commercial banks
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5 Changes in the Requirements of the Technical Assistance Agreement
On-Site

As a result the World Bank’s recent involvement in the banking supervision area, certain
provisions of the Technical Assistance Agreement were modified and/or deleted These
provisions were discussed In detail with the USAID staff located in Almaty Consequently,
the following items were not addressed in 1997 Obviously the intent of this was to avoid
any duplication of work between the two donors, USAID and the World Bank The World
Bank consultants are now addressing the following items, ornginally detailled In the
technical assistance agreement

An Organizational Study

Legal Issues, including enforcement options

Licensing

Restructuring of Troubled Banks and Liquidation Procedures

Off-Site
None
Accounting

The involvement and utilization of the accounting advisors was not detailed in the onginal
technical assistance agreement

6 Changes Necessary to Accomplish Project Goals
On-Site

As described previously, the work completed to date has been for the most part In
comphance with the terms of the Technical Assistance Agreement with the exception of
the work that 1s now being performed by the consultants hired under the World Bank
Project These areas have been clearly communicated and coordinated with all pertinent
parties However, it must be concluded that the timeframes on the remaining work are
greater than ongnally anticipated or expected This 1s primarily due to the initial lack of
understanding, by the officials of the CBU, on what this project was to cover This lack of
understanding resulted in a minimal participation of the CBU staff in the initial stages of
the project

Another critical factor has been the lack of understanding and the necessary skills of the
staff In fundamental accounting and financial analysis concepts Sound financial and
analytical skills are elements of an effective banking supervision program and these
essential skills simply do not exist at this time This lack of knowledge has delayed the
progress In conducting the on-site inspections of banks using the CAMEL system A
major effort is being made and will continue In 1998 to provide training In international
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accounting practices, financial and credit analysis, and prudent asset/iability
management techniques These skills are absolutely necessary due to the conversion to
a modern accounting system that 1s being utiized by the commercial banks An effective
on-site program 1s of paramount importance due to the lack of quality data being
submitted by the commercial banks to the CBU The usefulness of any financial analysis
depends on the integrity of the data being submitted by the commercial banks It i1s
probably two more years until the banks fully implement and completely understand the
new chart of accounts The conclusion to date is that the banks themselves do not have a
fundamental understanding of international accounting concepts Therefore, the only
logical result 1s that the data being submitted to the CBU 1s misleading and flawed, at
best

In addition, the CBU has divided the primary responsibilities of the banking supervision
department using the on-site and off-site organizational model There I1s nothing wrong
with this approach and in fact it 1s quite common in more developed countries, however,
for this structure to be truly effective there must be a clear line of communication between
the two departments to ensure the timely flow and exchange of information This 1s not
the case that exists today at the CBU In addition, there has been a problem concerning
the continuity of management in the on-site department During the previous nine months,
there have been three different department heads of the on-site supervision department
For the most part the changes were needed due to the lack of a quality and motivated
manager

In addition, the CBU continues to place too much emphasis on outdated economic
normatives that have Ilittle correlation to measuring or monitoring risk in a modern, market
driven economy The current emphasis Is to control the banking system rather than
supervise it The attitude of the senior management in the bank supervision department is
slowly being changed In this regard with the introduction of prudential banking
supervision The members of this project and the consultants of the World Bank are
continually stressing this concept

Off-Site

For the most part, the work of the off-site surveillance has proceeded n a timely manner,
however, there have been delays in receiving critical information in a timely manner For
example, it took approximately 6 to 8 weeks to receive basic financial information on
commercial banks As a result of these concerns, meetings were held with the Vice
Governor overseeing Bank Supervision and with the Director of Off-Site Supervision In
response to the concerns, CBU officials indicated that the problems were eliminated and
would not occur in the future The Resident Advisor will continue to keep USAID advised
If there are any problems in obtaining necessary information in the future

The off-site survelllance project has also been plagued by the numerous turnovers in
managers The off-site department has had three different managers over the last few
months It appears to be adequately staffed at this point iIn time  As discussed previously,
there 1s some reluctance to ellminate the need for information to be provided on a daily
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basis This Is not expected to have much of a negative impact on the overall goals of the
project

7 Future Initiatives
Training

In addition to the aforementioned accreditation program, training will be provided
throughout our future work with the CBU Formal training will emphasize the following

Completion of the Call Report Training should be provided to the commercial bank
personnel responsible for the completion of the Call Report  The focus will be on how to
complete each schedule of the report, which will enable the CBU to ensure the accuracy
of information to be utilized for Off-Site analysis In addition, off-site personnel of the CBU
should attend this training so that they can become familiar with the information to be
used to derive financial ratios for off-site analysis

Ratio Analysis General training should be provided to the CBU personnel (both off-site
and on-site) on principles of financial ratio analysis Specific emphasis should be placed
on the ratios to be derived from the Income Statement as expertise in this area i1s lacking
due to the recent transition to International Accounting Standards (cash vs accrual
accounting has a more pronounced effect on the Income Statement than on any other
report)

Use of the Bank Performance Report General training should be provided to both the
on-site and off-site staff of the CBU to impart general training as to how to utilize the Bank
Performance Report (to be developed) for financial analysis of the commercial banks
Emphasis should be placed on the identification of risk and the use of the report as an
Early Warning System to note problems prior to becoming very severe

External Audit Process Training should be provided to the commercial bank personnel
and CBU staff regarding the purpose, responsibility, scope, usefulness and imitations of
an external audit A primary objective should be to enhance the understanding of the
auditors’ opinions and content of the audited financial statements and related footnotes

Internal Audit Process At the suggestion of the CBU audit manager, training should be
provided for Internal Auditors of the commercial banks, as well as selected CBU
personnel, regarding internal audit procedures This training will be developed in
conjunction with a proposed certification program for Internal Auditors

International Accounting Standards General training should be provided to both the on-
site and off-site staff of the CBU and to the accounting and internal audit staff of the
commercial banks Emphasis should be placed on utiization of the International Chart of
Accounts and addressing problems encountered to date  This training may be
incorporated, in whole or in part, with the Call Report training discussed above
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In addition, informal training should be provided to the commercial banks and CBU
personnel on an on-going basis On-the-job training should be provided to the three pilot
banks, which will participate in the completion of the Call Report on a trial basis On-the-
job training should also be provided to CBU personnel as needed to apply the principles
of off-site analysis learned in the formal classroom training

Utilization of Short-Term Advisors

Short-term advisors will be utilized In the future to supplement the work to be done by the
long-term advisors These advisors are expected to be utilized in the development of the
off-site system, for providing formal classroom training in the area of foreign exchange,
and for developing the training materials on the credit analysis and the classes on internal
and external auditing standards

Conclusion
As described In the previous sections of this report, there have been many 1ssues brought
to the attention of the CBU There have been some problems and there have been some

successes The areas In which additional work 1s needed includes the following

An improved management structure and organization I1s needed as the current structure
Is absent of any clear delegation of authority and accountabilities

. An improvement in management skills as it pertains to time management and
professional work habits
. An 1mprovement in understanding international accounting principles and

fundamental financial analysis techniques

These and other shortcomings have contributed to the low productivity of the supervisory
staff of the CBU However, notwithstanding these problems, there have been numerous
successes and other positive events The CBU 1s now committed to accounting reform
and such reforms will be increased with the help of additional foreign advisors at the
commercial banks and the CBU In addition, the CBU has adopted a new on-site
Inspection process, including some basis inspection procedures These procedures will
be significantly expanded during the coming year

Another positive aspect Is that the CBU has several young outstanding junior managers
who have demonstrated the ability to grasp the new supervisory techniques being
stressed However, a key component of continuing this positive trend is the commitment
and training of the senior managers of the supervisory department These managers can
not be expected to provide the leadership and direction necessary when many of the new
technigues and processes are unfamiliar to them With the exception of one or two senior
managers, the desire to learn by the senior management has been minimal The success
of our future work will be largely decided on changing this lack of desire and interest on
the part of management
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This report has been our best attempt to be forthcoming and candid about the work
accomplished to date We acknowledge the cooperation and assistance provided to us by
the managers and staff of the CBU and look forward to the continued progress and
success of iImplementing this much needed reform in the banking sector
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The Central Bank of Uzbekistan

Banking Supervision Department

Proposed Work Plan for Banking Supervision

Prepared by Terry L. Stroud
Senior Resident Advisor

International Business & Technical Consultants, Inc.

April 1997



Purpose of the Work Plan

This Work Plan (“Plan”) 1s mtended to help the Central Bank of Uzbekistan carry out 1ts
responsibility for ensuring and admumstering the safety and stability of the banking
system 1n Uzbekistan This Plan includes the development of a Banking Supervisory
Program designed to protect the interest of the depositors, creditors and mvestors 1n the
banking system It 1s intended to cover a twelve-month period beginning 1in April 1997

The Plan encompasses four basic areas of banking supervision These areas include
+ On-site Supervision
¢ Legal - Enforcement Requirements
¢ Off-site Supervision
4+ Bank Resolution Unit

The program as envisioned in this Plan 1s set to be implemented m two separate and
distinct stages The first stage will include the review and implementation of an on-site
nspection program and a review and development of a legal system The second stage
will consist of enhancing the expertise of the existing Bank Resolution Umit and a
continuation of the development and implementation of the off-site program It 1s noted
that some work 1n the off-site area has been conducted by IDMAG, a Canadian Company

This work appears to be funded by the World Bank A careful review of their program
will be conducted to ensure any duplication will be mummuzed It 1s currently
contemplated that the second phase of this program will not begin prior to the fall of
1997

This program 1s intended to serve as a gradual one 1n which the successful completion of
one section will lead to the development and implementation of the next logical sequence
of events To fully implement this program will require more than a 12 month period,
however, additional time will only be considered after some 1mitial successes have been
completed and demonstrated by the various parties imnvolved n this project

This Plan makes the assumption that the Central Bank will provide adequate office
facilities for the advisor to carry out his duties and responsibilities It also assumes that
the staff will cooperate 1n providing information as requested by the resident advisor on
the banking system It 1s noted for the record that all such material will remain 1 the
strictest confidence of the resident advisor and 1s the property of the Central Bank It 1s
also noted that the work detailed 1n this Plan can only be addressed and implemented n
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the times frames provided 1f adequate support, cooperation, and participation 1s provided
by the employees of the Banking Supervision Department (“BSD”)

The plan provides for formal classroom training on certain topics that will continue and
supplemented with on-the-job tramming in all vital areas Certain of these courses are
defined n the various sections of the Plan Additional courses will be developed at a later
date

The Central Bank of Uzbekistan, by the adaptation of this Plan, has indicated 1ts mtention
to promote and ensure the existence of a safe and sound banking system 1n the Republic
of Uzbekistan To help ensure the success of this program, a modern and efficient BSD 1s
an absolute necessity Finally, 1t 1s mmportant to note that the need for an effective
prudential bank supervision program actually increases when a banking sector is being
deregulated and market forces are being developed

On-Site Supervision

Mission Statement: A comprehensive on-site mspection process should serve as the
cornerstone for ensuring the banking system remains financially viable The Banking
Supervision Program proposed 1s based on the prudential supervisory goals of safety and
soundness and not the concept of achieving certain social goals The on-site mspection
process 1s ntended to serve as a direct verification of the financial data bemng reported by
the owner and managers of the commercial banks This system of supervision i1s
organized and structured to allow the Central Bank to take the appropriate response(s) to
problems as they are uncovered or recognized The early 1dentification of risk 1s essential
to the success of a bank supervisory program

Goals and Objectives The development and implementation of a rating system will
allow the Central Bank’s supervisors to evaluate a bank umiformly by using a common
methodology This rating system will need to take into account all the major financial
areas that are critical to a commercial bank’s financial condition An inspection report
will emphasis the following capital, quahty of assets, quality of management, quality of
earnings, and hiquidity The mspection report should comment on and recommend actions
to improve and strengthen the bank’s corporate govemance and the management
information system being utiized The development and retention of a qualified
mspection staff on these concepts 1s absolutely necessary to properly supervise and
regulate the commercial banks

The following steps and/or actions will be taken to accomplish these goals

e An analysis and review of the Banking Supervision Department orgamizational
structure 1s necessary to understand 1ts workings and to ensure the optimal structure 1s
m place The 1ideal structure will eliminate unnecessary duplhications of work and



create a commumnication process that 1s consistent throughout the department A
proposed organization structure will be developed with the assistance of the BSD

TimeFrame for Implementation May - June 1997

A general traming session regarding the purpose and objective of a Prudential
Banking Supervision Program will be developed This program will be provided to
the senior managers of the BSD and the staff The traiming will be provided in a
series of classes

Timeframe for Implementation May - June 1997

The development of a standardized mspection report 1s necessary to ensure
consistency The report will be designed to reflect all major activities and functions of
the bank and will result in an nternationally accepted rating system for the subject
bank The report 1s intended to measure and comment on compliance with all
applicable laws and regulations and to measure the bank’s comphance with safety and
soundness 1ssues

Timeframe for Implementation June - August 1997

The development of an examination schedule which details the time period during
which banks will be examined for the upcoming quarter The schedule will also
provide for flexibility for specialized exammations or other unusual circumstances
that arise peniodically

Timmeframe for Implementation June- July 1997

A Supervisory Profile for each commercial bank will be developed and implemented
This profile 1s intended to provide certain background information on the bank and
the ownership and management structure It will be used to help determine the scope
for the upcoming mspection of each bank and will comment on areas of nsk bemg
undertaken by the bank’s management The profile 1s mtended to be updated each
quarter

Timeframe for Implementation July-September 1997

An mspection manual as been developed by the USAID Banking Supervision Project
in Kazakstan Limited training on the contents of the manual has been provided to the
BSD’s staff Afier a thorough review of the manual, selected sections will be
presented 1n formal traiming sessions detailing the requirements of how to perform an
on-site inspection and how to wnte an spection report Detailed examination



procedures will be developed and subsequent traming provided to the staff This
traming will be conducted on the actual mspections of at least three banks

Timeframe for Implementation July - December 1997

e Traming on how to present the findings of an inspection report to the subject bank’s

Board of Directors and Management will be provided to the on-site mspection staff
This tramming will include the drafting of a “Supervisory Letter” which 1s intended to
summarize the findings of an mspection report and what actions, if any, are required
of the subject bank’s Board of Directors

Timeframe for Implementation November - December 1997

Legal and Enforcement Requirements

Mission Statement An effective Bank Supervision Program requires a sound legal
framework and infrastructure Clear and specific laws and regulations are needed to allow
the supervisors and the commercial bankers to be aware of the “rules” of the game The
primary mtent for this program 1s to ensure that the Central Bank has the necessary laws
and regulations to imtiate and mmplement a timely and effective approach to properly
monitor and control certain activities of the commercial banking system A proper set of
laws and regulation will address 1ssues and activities that range from relatively minor
problems to others that may have a major impact on the bank’s future viability

Goal and Objectives To aid m the drafing and implementation of the laws and
regulations necessary to allow the Central Bank the authority and power to properly
supervise the commercial banking system This includes a complete review of all laws
and regulations currently in effect to determine their applhicability and effectiveness m
supervising the banking system The legal framework should include the following levels
at a minimum

¢ Fustlevel - Laws
4+ Second level - Regulations
4+ Third level - Pohcy Statements
The following steps and/or actions will be taken to implement these goals

e A review of the Law on the Central Bank to determine its effectiveness will
be made This review 1s intended to make recommendation to increase its



effectiveness The legal review will also mclude the Law on Banks and
Banking Activity

Timeframe for Implementation June 1997

e A review of all applicable regulations will be made to determine their
applicability and effectiveness This review will include a thorough analysis to
determmne 1f additional regulations and/or laws are needed Revisions to
existing laws will be recommended where required and necessary The
regulations for review will include asset classification and provisioning,
transactions with affiliates and insiders, large credits and loans to one
borrower, and capital comphance

Timeframe for Implementation Commence m June 1997

e The development of a program for implementing enforcement actions will be
mitiated and implemented This review will include, at a mummum, the
development of enforcement procedures and the recommendation to establish
an enforcement committee to ensure consistency i applying sanctions and
penalties

Timeframe for Implementation October - December 1997

Off-Site Supervision

Mission Statement. The primary focus for the off-site supervision system 1s to develop
an information network, utihzing data and information submitted by the commercial
banks This network of information allows the user to analyze and mampulate the data to
gamn a better and more complete understanding of the financial condition of each bank
A primary purpose of the analysis 1s to detect trends, both positive and negative, and to
take appropriate action(s) 1 a timely manner

The data 1s mntended to be submitted 1n a standardized report (“Call Report”) and will be
submutted to the Central Bank on a quarterly (monthly) basis An end resuit of this
information 1s to produce a Umform Bank Performance Report These two reports are
mtended to substantially improve the quality and integrity of the data received by the
Central Bank and provides the basis for an early warning or detection system

Goals and Objectives There are two primary goals i implementing this program These
include
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e Ensure the timely and accurate submussion of financial information to the
Central Bank’s Banking Supervision Department,

e Improve the process of identifying problems in the banking sector prior to
them becoming so severe that a remedial plan of action can not be
implemented or imtiated by the supervisory staff of the Central Bank

The following steps and/or actions will be taken to accomplish these goals

Prepare a draft copy of the Call Report, including all supporting schedules This task
also mcludes the preparation of written mstructions for the balance sheet, income
statement and all supporting schedules

Timeframe for Implementation October - December 1997

In conjunction with the staff of the Central Bank, develop an automated version of the
Call Report, complete with all supporting schedules This process will require the
development of certain proprietary software It 1s anticipated that the Call Report
and all schedules will be accessible by personal computers

Timeframe for Implementation January -March 1998

Design and implement a traiming program for the Central Bank staff on the use of the
Call Report This tramming will consist of a one-week formal classroom training and
will be followed up with periodic on-the-job training This trammng will focus on
verifying the mtegnty of the data submitted by the commercial banks

Timeframe for Implementation January - March 1998
Identify 3 banks for inclusion in a pilot program to implement the Call Reports This
effort includes tramning the employees of the commercial banks This tramming wall
mvolve close collaboration with the employees of the banks and obtaining feedback
on the results of the implementation of the Call Reports and the supporting schedules

Timeframe for Implementation January — March 1998

Problem Bank Resolution

Mission Statement The Bank Resolution Unit’s primary focus is to 1dentify, analyze,
and monitor all commercial banks that are not in substantial compliance with applicable
laws and regulations and/or those that have substantial financial problems which threaten
the bank’s capital position These problems, at a mmimum, may mnclude banks that are
not 1n substantial compliance with the applicable capital requirements, operating policies
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and procedures that are non-existent or inadequate It also mcludes all banks, which have
recerved an unsatisfactory examination rating

Goals and Objectives The objective in dealing with a problem bank 1s for the regulatory
authorities to take a firm and appropriate response to the bank’s problems 1n a timely
manner In order to take an appropriate response, the problems have to be accurately
identified Once the problems are 1dentified, the regulatory action plan should attempt to
1) stabilize the bank’s and contain the problems, 2) make a determination as to the depth
and magnitude of the problems, 3) implement the most appropriate solution from a legal
and practical perspective

The following steps and/or actions will be taken to achieve these goals

e Identify each bank not meeting the mmimum capital requirement and determine the
shortage of capital 1n monetary terms

Timeframe for Implementation June 1997

e Review each of the undercapitalized bank’s financial performance and determine
some type of prelimimary action plan to address the bank’s financial problems During
this review, some type of prelmunary analysis should be conducted to determme if
the bank’s problems can be resolved or if some other type final resolution,
(liquidation, and merger) 1s warranted

Timeframe for Implementation September - November 1997

e Initiate the development and implementation of traiming procedures for the adequate
supervision of problem banks A program to ensure that corrective action plans are
directly tied to each bank’s specific problems will be developed This includes a
formal classroom traming session on supervisory techniques to deal with problem
banks mncluding the use of enforcement measures and techmques to mimmize and
contain the problems

Timeframe for Implementation October - December 1997

e Develop and mplement a Liqudation Manual This manual will mclude detailed
procedures on how to take over and perform the actual liquidation process for an
msolvent bank A formal weeklong tramning session on this topic will be provided
Thus traming will be supplemented by on the job training that will occur on the actual
hiquidation of a insolvent bank

Timeframe for Implementation January - March 1998
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Report Cover Page

Name of Bank

Inspection Date

Financial Data as of

Inspection Commenced

Inspection Completed

Inspector in Charge

THIS INSPECTION REPORT IS STRICTLY CONFIDENTIAL

An mspector appomted by the Central Bank of Uzbekistan (“CBU”) has prepared this report of
mspection as authorized by Article 51 of the Law of the Republic of Uzbekistan “On the Central
Bank of the Republic of Uzbekistan” The mformation contained m this report 1s based upon the
books and records of the bank, upon statements presented to the mspector by the directors,
officers, and employees of the bank

It 1s recommended that each board member and executive officer i accordance with his/her
duties and fiduciary responsibilities review this report and become fully informed on the contents
and recommendations Thuis report 1s furnished to the bank for 1ts confidential use

This report 1s the property of the CBU Under no circumstances shall the bank or any of its
management officials disclose its contents or make public in any manner the report or any portion
thereof In conducting their review, the management officials of the bank should keep m mmd
that this mspection repott 1s not an audut, and therefore should not be considered an audit report
This report does not 1n any way relieve the duty of the management officials of the bank to obtam
an independent audit report
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Other Significant Matters

Are all monthly and quarterly reports submutted to the CBU n a timely and accurate
N

manner? Y

Does the Board of Directors approve adequate policies and procedures in the areas of
lending, investments, deposits, hiquidity and capital? Y N

Is compliance with the internal policies considered satisfactory?
Y N

Does the Board of Directors meet on a regular basis and are the meetings well attended
by all Directors? Y N

Does the Board receive adequate information to determine a true and accurate financial
condition of the bank? Y N

Does the bank have an internal audit function? Y N

If so, 1s the mternal audit function effective in terms of scope, frequency, and
idependence? Y N

Are internal controls regarding the banks accounting methods and systems adequate?
Y N

Does management prepare an operational budget for the next fiscal year?
Y N

Does the budget contain realistic assumptions? Y N

Has the management of the bank reported all defalcations to the proper authorities?
Y N

If the bank has any affiliate relationships, are such relationships free of adverse effects to
the bank’s overall financial condition? Y N

Has the bank properly reported all frauds and thefts to the proper authorities?

Y N
If the bank has any affiliate relationships, are such relationships free of adverse effects to
the bank’s overall financial condition? Y N
10
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Appendix

Thus section 1s designed to offer detatled support for the narrative comment sections and
the letter to the directors and management

11



Comparative Balance Sheet

Current Prior
Period Period
Assets
Cash

Due from Commercial Banks

Due from Central Bank of Uzbekistan

Bills Purchased

Securities

Investment Securities

Securities — Trading

Loans and Finance Lease Recetvables

Loans

Finance Lease Receivables

Less Reserves for loan losses

Net Loans

Premuses and Equipment, net

Other Real Estate Owned

Accrued Interest Receivable

Other Assets

Total Assets

Liabilities

Deposits

Demand

Savings

Time

Government

Total Deposits

Due to Central Bank

Due to Other Banks

Due to Head Office and Branches

Loans Payable

Accrued Interest Payable

Subordinated Debentures

Other borrowings

Other Liabilities

Total Liabilities

Stockholders Equity

Common Stock

Preferred Stock

Paid —in Surplus

Revaluation Reserves

Retamed Earnings

Year to Date Earnings

Appraisal Values Over Cost

Total Stockholders Equity

Total Liabilities and Shareholders Equity
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Comparative Statement of Income

Current Period

Previous Period

Interest Income

Interest on Loans

Interest on Deposits

Interest on Securities

Other mterest income

Total Interest Income

Interest Expense

Interest on Loans

Interest on Individual Accounts

Interest on Enterprise Accounts

Interest on Government Accounts

Other Interest Expenses

Total Interest Expenses

Less — Provision for Loan Losses
Net Interest Income after Provision for Loan Losses

Non Interest Income

Non Interest Expense (Operating expenses)

Net Income Before Taxes and
Extraordmary Items

Extraordinary Gams (losses)

Net Income

13



Capital Structure

Monetary Amount

Tier 1 Capital

Fully paid up shares — Common Stock

Capital Surplus

Preferred Stock

Retained Profits from Prior Periods

Year to date earnings

Other (specify)

Less Intangible Assets
Less Investment 1n Other Banks and Affiliates
Total Tier 1 Capital

Tier 2 Capital

Subordinated Debentures

Asset Revaluation Reserves

Allowance for Loan Losses

Other (specify)

Total Tier 2 Capital

TOTAL TIER 1 AND TIER 2 CAPITAL

Capital Structure Adjusted for Inspection Results

Classification Balance Percentage Weighted Total
Non — Satisfactory 10%

Substandard 25%

Doubtful 50%

Bad (Loss) 100%

Weighted Total

Less General Provisions

Adjustments to Capital
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Summary of Adversely Classified Assets

Name of Borrower

Non -
Satisfactory Substandard

Doubtful

Loss

Total Detailed Classified
Assets

Total Assets not detailed
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Assets Subject to Classification
Individual Summary Write-Ups

Borrower

Nature of Busmess
Financial Information on Borrower
Origmation Date
Onrigimation Amount
Original Maturity Date
Repayment Terms
Interest Rate

Purpose of Loan
Collateral

Value of Collateral

Renewals Renewal Maturity
Date Date

Total Amount Qutstanding

Uncollected Interest

Reason for Classification

Examners Classification
Bank’s Internal Classification

16
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Extension of Credit to Affiliated Persons

Listed below are extenstons of credit to siders Insiders are defined as major
shareholders (10% or more of voting stock), directors, executive officers, and any entities
these person control

Name Origmnal Amount Comments
Loan Amount Outstanding

17



Violation of Banking Laws and Regulations
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Statistical Data Sheet

Name of Bank

Date of Inspection
Inspector in Charge
Inspector’s Rating

Current
Inspection

Previous
Inspection

BALANCE SHEET

Total Assets

Total Liabilities

Total Deposits

Household Deposits

ASSETS

Gross Loans

Less Reserve for Loan Loss

Net Loans

Classified Assets

Non-satisfactory

Substandard

Doubtful

Loss

Total Classified Assets (TCA)

Loans to Insiders

TCA/TRC

Past Due Loans (PDL)

PDL/TRC

CAPITAL

Tier 1 Capital

Tier 2 Capital

Total Regulatory Capital (TRC)

EARNINGS

Total Income

Total Expenses

Net Income

Less Dividends

Retained Earnings

ECONOMIC NORMATIVES

N1 Capital Adequacy

N2 Capital/Liabilities >5%

N3Liquidity > 25%

N4Liqmdity > 30%

N5 Liqudity = 100%

N6 Loans to one borrower

N7 Big Credits (can not exceed 5x capital)

N8 Loan to one Borrower <35%

NO9Purchase of non-state securities

N10 Other mvestments <20%
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Signature of Directors

We the undersigned directors have personally reviewed the contents of
the Inspection Report dated

Name of Bank

Inspection Date

Signature of Directors Date
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Central Bank of Uzbekistan Inspection Procedures

Introduction

The Central Bank 1s responsible for momitoring the safety and soundness of the
commercial banking system m Uzbekistan To help achieve this goal, the staff of the
Central Bank has adopted the CAMEL Inspection Process CAMEL provides a
framework for evaluating all significant operational areas of a commercial bank The
evaluations are made on Capital, Assets, Management, Earnings and Liquidity

The CAMEL system 1s based on the concept of risk 1dentification and 1t uses a top down
approach 1n evaluating and monitoring risks The Board of Directors and Management of
commercial banks are expected to identify and manage risk in their own banks They are
responstble for controlling nisk by operating the bank according to sound banking
principles Sound banking principles start with an assessment of the bank’s policies,
procedures, management information systems, the quality of the management team and
the various internal controls that management uses to make decisions The staff of the
Central Bank 1s responsible for assessing how well a bank manages this risk over time A
simplistic approach of assessing risk 1s how any given activity impacts earnings and
capital From a regulatory perspective, risk i1s the potential that certain activities may
have an adverse impact on the bank’s earnings and capital

Commencement of the Inspection

At the start of the mspection, the inspector-in-charge will

4 Obtain all written policies for the bank’s operations,

+ Obtain a copy of the bank’s business plan,

¢ Obtam copies of all minutes of the shareholders council meetings and the board of
directors meetings since the previous mspection, In addition, copies of the types of
reports that are submutted to the Council and Directors should be obtammed and
reviewed,

Obtain a list of all operating commuttees and their members,

¢+ Determine 1f any one person(s) or group of people appears to control or dominate the
Council or Board Meetings If so, 1s this having a detrimental effect on the bank?

<&

The following procedures should be reviewed, at a minimum, at each inspection

Capital — One of the most important objectives for the regulatory process 1s to evaluate
the adequacy of a bank’s capital position The following are items that will be reviewed
during the inspection process

4+ Identify and comment on the ownership and control of the commercial bank
¢ Review the bank’s latest shareholders list
¢ Did a change 1n ownership occur?

\ ’)/({
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Central Bank of Uzbekistan Inspection Procedures

¢ If so, did 1t require prior notification and/or approval of the Central Bank?
(Refer to Article 51 of the Law on the Central bank)

¢ Determuine and comment on the bank’s efforts to meet 1ts mimmum capital
requirement Please refer to Order of Activity of Commercial Bank’s N 10,
paragraphs 17 and 18

¢ Determme and comment 1f earnings will continue to be a positive
enhancement to capital

¢ Determine and comment on the bank’s present or future plans are with regards
to dividends
4 Is the policy on dividends reasonable?

4+ Review and comment on the bank’s plans for growth
¢ Determine 1if capital will continue to be sufficient if the bank has
aggressive plans for growth

¢ Evaluate the bank’s capital position 1 light of the current inspection results
regarding the quality of the bank’s assets

¢ Does the bank have a business plan that addresses the bank’s current and
future capital needs?

¢ Assign preliminary rating for capital and prepare written comment for report

Asset Quality

Loans — The loan portfolio 1s generally the single largest and most important revenue-
producing asset in commercial banks Therefore, 1t 1s extremely important the quality of
these assets be reviewed and analyzed The inspectors’ job 1s to determine the overall
quality of the loan portfolio and 1dentify the source or cause of any problems or potential
problems The main emphasis 1n the analysis of asset quality 1s based on the collectibility
of the loans

¢ The mspectors should ascertain 1f management has a formal written policy
regarding the bank’s lending program

¢+ Upon receipt (if available), the mspector should review the policy to see 1if it
addresses the following items at a minimum
+ Distribution of loans by category,
® 1ndustry concentrations,
¢ loan pricing,



Central Bank of Uzbekistan Inspection Procedures

¢ maximum maturities,

+ types of acceptable collateral,

¢ guidelines on loans to affiliated persons or insiders
¢ any prohibited types of loans

¢ Does the bank have a loan commuttee?
¢ If so, how often does 1t meet?
¢ Who are the members of the commuttee and what are their qualifications?

¢ Obtam a listing of all loans including past due loans, non-accrual loans, loans
to msiders, loans internally classified by management, and all “big” loans See
paragraph 24 of N10

¢ Does management maintain a list of problem loans? If so, obtamn a copy and
determine its adequacy Does management submit reports to the Central Bank
as required by Reg? No 242

¢ Review a sample of the loan portfolio to determine credit quality
¢ At amimmum all loans to insiders and affiliates,
4 all past due loans,
+ all “big” loans
¢ The total of reviewed loans should be greater than 50% of the loan
portfolio

4 Prepare loan write-ups as required in the mspection report and assign
appropnate classification where warranted

¢ Does the bank have an internal loan review process?
¢ Is 50, does 1t adequately 1dentify problem loans?

¢ Reconcile the list of adversely classified assets with the reports submuitted to
the Central Bank

¢ After the review and classification of all assets, determine the adequacy of the
reserve for loan losses Determine 1f the bank has established specific and
general reserves

¢ Determuine if the bank has any other real estate owned If yes, then classify
other real estate appropriately

¢ Prepare written comments on all adversely classified assets

Securities — The purpose of the review 1s to determine the overall quahty of the bank’s
mvestments and to evaluate any trading activities, which may have an adverse effect on
the bank’s financial condition



Central Bank of Uzbekistan Inspection Procedures

¢ Does the bank have a written imnvestment policy?
¢ Is so, does 1t adequately addressed the objectives of all investment
activities?

¢ Obtain a listing of all investment securities!
¢ Does the trial balance or schedules agree with the total on the bank’s
balance sheet?

¢+ Does management segregate the portfolio into held-for-maturity and trading
accounts?

¢+ Where are securities being held?
¢ Are securnties held by third parties?
4+ Does management maintain safekeeping receipts?

¢ Review the yield on securities and the effectiveness of the mvestment
strategies

¢ Prepare written comment for mspection report (generally the comment wall
appear 1n the earnings section of the report)

Due from Banks

¢+ Does the bank maintain a listing of all due from Banks?
¢ Do the statements prepared by the correspondent bank agree with the
statements prepared by the subject bank?

Cash

4 Obtain all cash recap sheets or similar documents and reconcile back to the
bank's balance sheet This includes all cash held in the bank’s vaults

¢ Are foreign currencies mamtained separately on the bank's balance sheet?
+ Is each currency revalued periodically?
¢ If so, how often?

Fixed Assets
4+ Does the bank owns or leases 1ts premises?
4+ Does the bank maintain a listing of all fixed assets?

¢ If so, review depreciation methods to determune validity and accuracy of
the recorded value of the assets



Central Bank of Uzbekistan Inspection Procedures

¢ Analyze and comment on the bank’s fixed assets to determine if they are

reasonable as 1t pertains to the capital structure of the bank and its level of
operations

Prepare written comment on all major categories of assets regarding quality Assign
preliminary rating

Management — The 1nspector 1s to assess whether the board of directors and executive
management has the experience and technical ability to properly ensure the bank 1s
operated 1n a safe and sound manner

L

Determine and comment on the number of board members

¢ Have there been any changes i number and composition of the board
since the last inspection?

Do the board members meet on a regular basis?
How often?
Are minutes of the meetings maintaimed?

Do the minutes contain sufficient detaill in describing the events that
transpired?

> ¢ 0

Do the directors, as a whole, have sufficient expertise and experience to
properly oversee the bank’s operations?
¢ Review their background and resumes

Does management prepare reports for the board of directors to review?

¢ If so, comment on the adequacy and accuracy of the information presented
to the board members

Does the bank’s management possess the experience and technical ability to
prudently operate the bank?

¢ Review therr background and resumes to make this assessment

Determine and comment on the number of operating commuittees and the
frequency of the meetings of each commuttee
¢ Are these commuttees serving a useful purpose?

Does management prepare business plan and/or a strategic plan?
¢ If, so how often?

¢ Are the plans based on realistic assumptions?

¢ Who approves the plan?

¢+ How often 1s the plan reviewed?

¢ Are large variances reviewed and explained?

Prepare written comment for report



Central Bank of Uzbekistan Inspection Procedures

Earnings — The ability of a bank to earn a profit 1s a standard measurement of overall
performance Banks with a high earnings ratio are considered to be well managed,
however 1s extremely important to understand the correlation between earnings and asset
quality A bank with asset quality problems will need to recognize that the value of its
assets 1s impawred This correction 1n value will result 1n a charge against its earmings and
ultimately result in a reduction mn profits The mspector should mamntain a sense of
matenality on reviewing the bank’s revenues and expenses The mspector should avoid
spending undue or excessive time on immaterial amounts

¢ Perform a careful review of the bank’s financial statements, mncluding balance
sheet, ncome statement, and cash flow statement
¢ Analyze and comment on the trends, both positive and negative

¢+ Conduct a review of the bank’s business plan to compare budgeted results to
actual
¢ Determine if the business plan 1s reasonable
¢ Identify and explain all major variances

¢ Identify and explamn all major positive and negative income and expense
trends
¢ This mncludes calculating return on assets, return on equity, net interest
margin and the growth 1mn major assets and liabilities categories

¢ Are earnings static or 1s the trend upward/downward?

4 Review and comment on the trend between interest earned on assets and
imnterest paid on labilities

¢ Review and comment on the current dividend policy and 1ts potential impact
on capital

4 Prepare written comment for report

Laquidity — Liquidity refers to the process by which a bank obtains, prices, and allocates
its funding This process 1s mainly reflected 1n 1ts balance sheet Interest provides a
major source of mcome and 1s a major expense for the bank The difference between
these two 1tems 1s the net interest margin Therefore 1s extremely important to the bank
on how these items are managed How a bank manages its structure of assets and
liabilities 1s important 1n meeting 1ts cash requirements

¢ Does management prepare a Sources and Uses Statement?
¢ Ifso, 1s 1t realistic?

¢ Review and calculate the bank’s compliance with the three economic
normative established by the Central Bank

VU
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¢ DPlease refer to paragraphs 20, 21, and 22 of Regulation N 10
¢ Is this bank 1n compliance wath all three requirements?

How does management adequately plan for the bank’s iqudity needs?

Review and comment on the bank’s current asset/liability mix
¢ How does management price its assets and liabilities?

Review and comment on all internal reconcilements and internal control

procedures with regard to the bank’s deposits, both local and hard currency
accounts

Obtam and review a listing and reconcilement of all deposit accounts
¢ Do they appear reasonable?

Review the bank’s method of soliciting public funds

Prepare liquidity comment for report and assign preliminary rating

Other Areas of Interest

Audit - External

L4

L 4

Obtain and review a copy of the most recent external audit

Determine and comment on the scope and purpose of the audit

Determine and comment on the mdependence of the auditor
Determine and comment on the type of opinion rendered

Review and comment on any weaknesses i the bank’s internal controls noted
by the auditor

Audit — Internal

¢ Does the bank have an internal audit function?

¢ If so, determine the experience and professional traimng of the person
responsible for the audit

¢ Review and comment on the scope and timeliess of work performed by the

auditor
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¢ Does the auditor report his/her findings to the board of directors?
¢ Is the internal audit function considered independent?

Latigation
¢ Obtam and review a listing of all pending or threatened litigation

¢ Review the listing to determine the possible effect of litigation on the bank’s
capital or earnings

Internal Controls

A primary objective of internal controls 1s to analyze the bank’s policies and procedures
and 1ts accounting system to determine 1f certain financial information (balance sheet and
income statement) are submitted 1n a timely manner and accurate format to the Central
Bank

There are basically two main areas of mternal controls One 1s administrative and the
second 1s accounting controls Admunistrative control deals with the bank’s policies and
procedures for all major functional areas of the bank Accounting controls pertain to the
bank’s safeguarding of assets and the reliability of the accounting process

It 1s the nspector’s role to evaluate the controls that have been established by
management and determine 1f changes or improvements are needed
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Central Bank of Uzbekistan Work Plan- November 1997

Purpose of the Work Plan

This Work Plan (“Plan”) 1s intended to help the Central Bank of Uzbekistan carry out
1ts responsibility for ensuring and administering the safety and stability of the banking
system 1 Uzbekistan This Plan mcludes the development of a Banking Supervisory
Program designed to protect the interest of the depositors, creditors and mvestors 1n
the banking system It 1s intended to cover a twenty one-month period beginning
April 1997 and ending 1 December 1998

Thus part of the Plan encompasses two basic areas of banking supervision These areas
mclude

¢ On-site Supervision
4+ Off-site Supervision

The work plan will be updated to reflect the accounting projects that will be funded
by USAID It 1s anticipated that this work will begin m December 1997 The
accounting project will consist of two full time advisors One advisor will concentrate
hus/her efforts on working with the staff of the Central Bank to help implement and
tram the staff on the new international chart of accounts The second advisor will
concentrate his/her activities on implementing and traming the commercial bank’s
staff on the international chart of accounts In addition, the second advisor will work
closely with a World Bank funded counter part i helping implement the accounting
conversion with the commercial banks

The program as envisioned m this Plan 1s set to be implemented in various stages The
first stage involves the implementation of an on-site mspection program The second
stage will consist of the continuation of the development and implementation of the
aforementioned off-site surveillance and accounting programs It 1s noted that some
work m the off-site surveillance program has been conducted by IDMAG, a Canadian
Company A careful review and analysis of the work completed in this area will be
conducted to ensure any duplication will be mmmmized The off-site surveillance
program began 1 October 1997 with the arrival of Resident Advisor David Hawkins

This banking supervision program 1s intended to serve as a gradual process m which
the successful completion of one section will lead to the development and
mplementation of the next logical sequence of events To fully implement this
program will require at least a twenty four month period, however, additional time
will only be considered after some imtial successes have been completed and
demonstrated by the various parties involved 1n this project

This Plan makes the assumption that the Central Bank will provide adequate office
facilities for the advisors to carry out their duties and responsibilities It also assumes
that the staff will cooperate 1in providing information as requested by the resident
advisors It 1s noted for the record that all such material will remain 1 the strictest
confidence of the advisors and 1s the property of the Central Bank It 1s also noted
that the work detailed in this Plan can only be addressed and implemented in the time
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frames provided 1if the employees of the Banking Supervision Department (“BSD”)
provide adequate support, cooperation, and participation In addition, the work
performed by International and Techmical Business Consultants will reflect any
changes 1n laws and/or regulations as developed by the Barents Group It 1s our
intention to cooperate fully with the work being funded by the World Bank

The plan provides for formal classroom traimming on certamn topics that will continue
and be supplemented with on-the-job traming in all vital areas Certain of these
courses are defined 1n the various sections of the Plan Additional courses will be
developed at a later date

The Central Bank of Uzbekistan, by the adaptation of this Plan, has indicated 1its
mtention to promote and ensure the existence of a safe and sound banking system 1n
the Republic of Uzbekistan To help ensure the success of this program, a modern and
efficient BSD 1s an absolute necessity in a newly formed market driven economy

On-Site Supervision

Mission Statement: A comprehensive on-site mspection process should serve as the
cornerstone for ensuring the banking system remains financially viable The Banking
Supervision Program proposed 1s based on the prudential supervisory goals of safety
and soundness and not the concept of achieving certain social goals The on-site
mspection process 1s intended to serve as a direct verification of the financial data
being reported by the owners and managers of the commercial banks This system of
supervision 1s orgamized and structured to allow the Central Bank to take the
appropriate response(s) to problems as they are uncovered or recogmzed The early
1dentification of risk 1s essential to the success of a bank supervisory program

Goals and Objectives The development and implementation of a rating system will
allow the Central Bank’s supervisors to evaluate a bank umformly by using a
common methodology This rating system will need to take mto account all major
financial areas that are critical to a commercial bank’s financial condition An
mspection report will emphasize the following capital, quality of assets, quality of
management, quahty of earnings, and lqudity The mspection report should
comment on and recommend actions to improve and strengthen the bank’s corporate
governance and the management mformation system being utihzed The development
and retention of a quahfied mspection staff on these concepts 1s absolutely necessary
to properly supervise and regulate the commercial banks

The following steps and/or actions will be taken to accomplish these goals
e A general traming session regarding the purpose and objective of a Prudential
Banking Supervision Program has been developed This program was provided to

the semor managers of the BSD and the staff The trainming was provided mn two
sessions, which mncluded the central office staff, and the various regional offices

Timeframe for Implementation June - July 1997
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The development of a standardized nspection report, based on the CAMEL
system, has been completed A standardized report i1s necessary to ensure
consistency among the various regional offices of the Central Bank The report
will be designed to reflect all major activities and functions of the bank and will
result 1n an mternationally accepted rating system for the subject bank The report
1s intended to measure and comment on comphance with all applicable laws and
regulations and to measure the bank’s compliance with safety and soundness
1ssues

Timeframe for Implementation July 1997

The development of an examination schedule which details the time period which
details the banks that will be examined for the upcoming quarter The scheduling
process 1s mtended to provide flexibility for specialized examinations or other
unusual circumstances that arise periodically

Timeframe for Implementation Starting in October 1997

Detailed on-site mnspection procedures and internal control questionnaires on the
CAMEL system will be developed and subsequent traming provided to the staff
on each component The traiming will be conducted on the actual inspections of at
least three banks prior to the end of 1997

Timeframe for Implementation October — March 1998

A Supervisory Profile for each commercial bank will be developed and
mmplemented Thus profile 1s mtended to provide certain background information
on the bank and the ownership and management structure It will be used to help
determine the scope for the upcoming nspection of each bank and will comment
on nsky activities discovered during an on-site mspection and/or off-site
momitoring The profile 1s intended to be updated each quarter

Timeframe for Implementation January — March 1998

An mspection manual developed by the USAID Banking Supervision Project in
Kazakhstan will be updated to reflect the specific procedures, regulations and laws
currently mn effect m Uzbekistan After a thorough review and update of the
manual, selected sections will be presented 1n formal traimng sessions detailing
the requirements of how to conduct and write an actual mspection report

Timeframe for Implementation October 1997 - March 1998

v



Central Bank of Uzbekistan Work Plan- November 1997

e A tramng program consisting of 4 to 6 core courses will be developed and
mmplemented for the staff of the banking supervision department The courses will
encompass the accreditation program and will consist of the following

Basics 1n Banking Supervision,

Accounting and Financial Analysis,

Credit Analysis,

Basics in Foreign Exchange,

And a course to be designated at a later date

Timeframe for Implementation January — March 1998

e Traming on how to present the findings of an inspection report to the subject
bank’s Board of Directors and Management will be provided to the on-site
mspection staff This traming will include the drafting of a “Supervisory Letter”
which 1s intended to summarize the findings of an inspection report and what
actions, 1f any, are required of the subject bank’s Board of Directors

Timeframe for Implementation November 1997 - March 1998

Off-Site Supervision/Surveillance

Mission Statement The primary focus of the Off-Site Supervision project will be to
develop an information network, utihzing data and information submutted by the
commercial banks This network of information will allow the Central Bank of
Uzbekistan (CBU), as the primary user of the system, to analyze and mampulate the
data recerved to calculate ratios and other financial information and thus gaimn a better
and more complete understanding of the financial condition of each commercial bank
and of the banking system 1n general The primary purpose of the analysis 1s to detect
financial trends, both positive and negative, within each bank This analysis will
identify potential problem areas and will allow the CBU to take a proactive, rather
than a reactive, position 1n dealing with potential problems at a commercial bank

The Off-Site Surveillance program will consist of two separate and distinct stages
The first stage mvolves the 1dentification of data to be collected by the CBU mn a
standardized report format (“Call Report™) and which will be submutted to the CBU
on at least a quarterly basis Some information may be more appropriately submitted
on a monthly basis The second stage will have as its end result a Umform Bank
Performance Report (“UBPR”), which will identify key performance indicators for
the current pertod and compare them with a bank’s peers and with the past
performance of the bank itself The development of these two reports will
substantially improve the quality and mtegrity of the data received by the CBU

It should be noted that the success of this project 1s also directly dependent upon the
implementation of International Accounting Standards and a new Chart of Accounts
Therefore, the timing of the implementation of the tasks presented m this Work Plan
will likewise be dependent upon the development of a modern accounting system in
Uzbekistan

X
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Goals and Objectives There are two primary goals in implementing this program
These include

1 Ensuring the timely and accurate submission of financial mnformation to the
Central Bank’s Banking Supervision Department,

2 Improving the process of identifying problems in the banking sector prior to
their becoming so severe that a remedial plan of action can not be
mmplemented or mitiated by the supervisory staff of the Central Bank, thus,
resulting 1n closure or liquidation of the commercial bank

The following steps and or/actions will be taken to accomplish these goals

o A Project Counterpart(s) of the CBU must be 1dentified and a meeting with the
Director of the Off-Site Department must be held to ascertamn who will work
directly with the Resident Advisor on this project Imitial meeting(s) with the
counterpart to discuss project goals and objectives will be conducted

Timeframe for Implementation October 1997

o A review of reports currently being received by the CBU must be made to
ascertain what additional information must be captured in the Call Report and
what information should be reformatted for inclusion in the Call Report A review
of previous work performed by consultants on Off-Site Supervision will also be
made

Timeframe for Implementation November 1997

o A draft copy of the Call Report, including supplementary schedules, will be
developed 1 conjunction with staff of the CBU This task also mcludes the
preparation of written mstructions and/or mapping for the balance sheet, mcome
statement, and, 1f possible, supplementary schedules

Timeframe for Implementation November 1997 to January 1998

¢ In conjunction with the staff of the Central Bank, an automated version of the Call
Report, complete with all supplementary schedules, will be developed This
process may eventually require the development of proprietary software, however,
at the beginning the reports may simply be submitted 1n an automated format It 1s
anticipated that the Call Report and all schedules will ultimately be accessible to
personal computers of users that need access to the mformation This access will
require the development of an imternal computer network and will require the
approval of the CBU and the expertise of its data processing department

Timeframe for Implementation January to March 1998

o In conjunction with the staff of the Central Bank, a traiming program for the CBU
staff will be developed to provide information regarding the general use of the
Call Report, 1ts instructions, and 1ts new terminology The training will consist of
formal classroom training for both the staff of the headquarters and the staff of the

6
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Regional Offices and will be followed up with periodic on-the-job traimmmg  This
1s considered to be essential, as the information received by the CBU 1s pertinent
for the Off-Site Surveillance System All pertinent information must be verified
for accuracy and clearly understood by all users  If needed, mformation on
Accrual versus Cash Accounting, and Accounting for Loan Losses will be
mncluded, as well as any other topics considered germane to the understanding of
the Call Report

Timeframe for Implementation March to June 1998

In conjunction with the staff of the Central Bank, a draft template for the Uniform
Bank Performance Report will be developed  Emphasis should be placed on the
mclusion of universal bank supervision ratios and those that are specific for
Uzbekistan

Timeframe for Implementation March to June 1998

Meet with staff of CBU to determine level of data processing expertise and to
assess the need for short-term consultant to assist in the development of a system
for Off-Site Momitoring A determmation will be made as to the amount of time
needed for outside expertise Discuss general goals of system and receive “buy-
m” from staff of CBU to ensure success

Timeframe for Implementation March to April 1998

In conjunction with the staff of the Central Bank and utilizing outside techmical
assistance as necessary, design a system that will be used for the calculation of
ratios and other financial information of the Uniform Bank Performance Report
(“UBPR”) Interface with data processing personnel of CBU to ensure they are
mformed as to the requirements of the system

Timeframe for Implementation April to June 1998

Develop and mmplement UBPR system based on information that will be
submitted to CBU Host periodic meetings with CBU staff to discuss system
development and to resolve problems 1dentified in the development process

Timeframe for Implementation May to July 1998

In order to check the accuracy of both the Call Report Instructions and the ability
of the banks to complete the Call Report, three banks will be 1dentified as pilot
banks (in conjunction with the admmistration of the CBU) to test the Call Report
procedures and to provide feedback to the CBU regarding the format The
Resident Advisor will work with the CBU staff to assist the banks m the
implementation of the Call Report in the pilot banks utilizing First Quarter 1998
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data Based on the feedback provided, the Resident Advisor and the CBU can
work together to make changes to the format as necessary, and/or to provide
additional traiming as needed

Timeframe for Implementation April to July 1998

o Fmalize Call Report and Instructions and receive approval from CBU to transmit
to commercial banks Transmut Call Report and Instructions to the commercial
banks and request submission of the mformation to the CBU 1n the prescribed
format Provide training to commercial banks as needed

Timeframe for Transmussion of Instructions June to July 1998
Timeframe for Submission of Call Report to CBU Final Quarter 1998

o Using information from Pilot Banks, test UBPR system and determine any
changes which need to be made to the system based on the test run Venfy
accuracy of formulae and, 1f 1n error, correct formulae

Timeframe for Implementation August to September 1998

o Commence tramng on Ratio Analysis and Off-Site Monitormg for employees of
CBU Off-Site Group  Supplement traimng with mformation on Accrual
Accounting, Allowance for Loan Losses, Securities Valuation, Interest Rate Risk
and other mformation as needed Use real data from Pilot Banks for traming

purposes

Timeframe for Implementation October to November 1998

e Develop mternal report format to be used by CBU staff to denote problems
recogmzed as a result of Off-Site Analysis and to make recommendations for
solving problems Tramn staff as to how Off-Site and On-Site Groups should
mnterface with each other to enhance mspection scoping and to develop mspection
scheduling and/or rescheduling based on conclusions reached through Off-Site
Surveillance

Timeframe for Implementation November to December 1998

s

Mr Allkouy Erdonaev
Vice Chairman roject Manager
Central Bank of Uzbekistan
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Implementation of International Chart of Accounts — Commercial Banks

Mission Statement Reliable and consistent financial reporting 1s essential to the overall
effectiveness of a banking supervisory program The development of a new chart of
accounts based on International Accounting Standards has been completed This was the
first step toward achieving an effective financial reporting system for the country’s
commercial banks However, accurate, timely and comprehensive implementation of the
new chart of accounts 1s essential to the successful conversion of the reporting process

Adoption of the new chart, when fully and properly implemented, will provide
meamngful financial mformation to allow the Central Bank’s supervisors to monitor the
financial condition and earnings of the commercial banks 1n a consistent and reliable
manner

Goals and Objectives The primary goal 1s to facilitate the full implementation of
International Accounting Standards by Uzbekistan commercial banks This effort
encompasses the following objectives

e Enhance imternal and external financial reporting of the commercial banks to
allow the Board of Directors and management to accurately assess and monitor
the financial condition and operations of the banks,

o Ensure that the accountants of the commercial banks have an adequate level of
understanding of international accounting standards,

¢ Ensure that the commercial banks understand and utilize the chart of accounts to
prepare financial reports to the Central Bank in a consistent and appropriate
manner, and

e Ensure that the Central Bank inspectors have a working knowledge of
international accounting standards and the chart of accounts 1n order to review the
accounting and reporting functions of the commercial banks

The following steps and/or actions will be taken to accomplish these goals

e Identify a counterpart at the Central Bank and arrange a meeting with him/her and
with the Chief Accountant, or other appropriate personnel, of the Central Bank The
purpose of the meeting will be to communicate the project goals and objectives and to
obtain a preliminary assessment of the accounting needs of the commercial banks and
Central Bank inspectors

Timeframe for Implementation January 1998

Page 1
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Working with the Central Bank counterpart, assess the needs for technical accounting
assistance of the accountants at the commercial banks This may be accomplished
through communications, both written and oral, with the Chief Accountants at the
banks

Timeframe for Implementation January — Aprl 1998

In conjunction with on-site inspection department personnel and on-site USAID
advisor, develop a schedule, on at least a quarterly basis, of banks to be mspected 1n
the near future Provide these banks with notification that accounting assistance will
be forthcoming so that management may prioritize needs and to mimmize downtime
upon arrival

Timeframe for Implementation December 1997 and on-gomg

At least one week prior to the commencement of on-site mnspections of commercial
banks, a preliminary review of the banks’ accounting and financial reporting and
internal controls will be performed Policies and procedures for the mternal audit
function will also be reviewed, as well as the procedures for preparing consolidated
financial statements for the main branch and all subsidiary branches This will help
accelerate the inspection process During the inspections, provide on-the-job trammng
to Central Bank inspectors 1n the review of these areas and in the development of
related mspection report comments

Tuneframe for Implementation January 1998 and on-going

At the completion of the mspection field work, remain at the subject banks as needed
to assist the banks’ Chief Accountants with reporting and accounting questions (This
information will be utilized to continually update the needs assessments noted above )
Specific areas in which assistance will be provided will vary, depending upon the
needs of the various banks Based on work performed to date, 1t 1s expected that
questions will arise regarding multi-currency reporting, the propriety of amounts
included 1n other assets and other liabilities, and the consolidation of branch financial
statements In addition, assistance will be provided, as warranted, to correct the
accounting and reporting deficiencies noted during the inspection

Timeframe for Implementation December 1997 and on-gomg

Page 2

M



Accounting research has been performed regarding the accounting for intangible
assets As requested and warranted, provide additional written opimions regarding
accounting issues, both to the Central Bank staff and the staff of the commercial
banks Tramn counterpart regarding this process, mncluding (a) research techmques,
(b) structure of written opinions, and (c) maintenance of adequate filing system and
documentation for future reference

Timeframe for Implementation January 1998 and on-gomng

Preliminary discussions with the Vice Chairman of the Central Bank have been held
regarding audits of the commercial banks In conjunction with Central Bank
counterpart and the World Bank consultants, discuss and provide assistance on the
development of the scope of the audits for the commercial banks for the 1997
calendar year Discuss this issue with various “Big 6” accounting firms, as
applicable  Discuss the auditing needs further with Central Bank personnel and
provide assistance n this regard as requested

Timmeframe for Implementation January - February 1998

In conjunction with Central Bank counterpart, develop training course regarding the
audit process, audited financial statements and auditors’ reports This course will be
presented to Central Bank staff and the commercial banks The purpose 1s, among
other things, to enhance the understanding of (a) the purpose of an independent audit
vs a Central Bank inspection, (b) the types of audit opinions that may be rendered by
the auditor, (c) the responsibility of the board of directors to engage a qualified
auditor, (d) the responsibility of management to prepare the financial statements
upon which the auditor will opine, and (e€) how to read and analyze the basic financial
statements and related footnote disclosures

Timeframe for Implementation February — April 1998

In conjunction with the consultants in inspection and supervision, determune the
additional training needs of the Central Bank personnel regarding technical
accounting and financial reporting issues Develop an outhine for such traming and
prepare written materials as needed

Timeframe for Implementation February 1998 and on-gomng
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Determine the additional tramning needs of the accountants at the commercial banks
regarding technical accounting and financial reporting issues Develop an outline for
such traming and prepare written materials as needed

Timeframe for Implementation February 1998 and on-gomg

Provide formal training to Central Bank personnel and commercial bank accountants
in the area of commercial bank accounting Building upon the feedback from the
class conducted in December 1997, expand course materials to include additional
examples, case studies, journal entries, and more details regarding actual debits and
credits for particular transactions As applicable, incorporate this training into the
accreditation program for Central Bank inspectors and off-site personnel Based on
feedback received from class participants, further refine future traiming materals to
make 1t relevant and applicable with regard to the needs of the attendees

Timeframe for Implementation February / March 1998
Assist the commercial banks 1n the design and implementation of mternal audit
policies and procedures, as warranted Assist the Central Bank inspectors in

guidelines for reviewing the internal audit function during the mspections

Timeframe for Implementation April 1998
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Comments Regarding the Initial Review of Information Needed by the Central Bank
of Uzbekistan for Off-Syghf Surveillance

An ntial review was performed to make an assessment as to what information 1s
needed by the Central Bank of Uzbekistan (CBU) for an effective Off-Site
Surveillance system Once a determination was made as to the type of information
needed, a review of information currently being recerved by the CBU (both in Bank
Supervision and other departments) was performed A comparison between the two
resulted in the identification of deficiencies in the current reporting process with
regard to Bank Supervision/Off-Site Surveillance Initial conclusions were reached
as to what new schedules are needed and what schedules currently being recerved by
the CBU can be utilized as source data for Off-Site Surveillance In some cases, the
CBU may already be receiving useful data for Off-Site analysis, however, due to the
unwillingness of other departments to share this information with Bank Supervision,
commerctal banks would actually have to submit the same information twice (if this
information flow remains impeded) Although redundant, this may be the only way
that Bank Supervision can obtain the information needed for Off-Site Surveillance
However, the Bank Supervision Department has recogmzed this problem with
information access and will be working to correct it in the future A summary of the
initial review 1s as follows

Balance Sheet

The balance sheet currently recerved by the CBU 1s adequate  The only changes
recommended are the following

¢ A breakout of trading account assets should be made to distinguish
between trading account securities, trading account precious metals and
trading account “other” commodities

¢ Subordinated debentures should be segregated into a separate line item on
the Liability side as some subordinated debt may be included in Tier Two
capital pursuant to the regulations

Based on these minor changes, and given the fact that this information can be
collected through a separate schedule, I recommend using the current balance sheet
for data collection for off-site surveillance rather than revising the current schedule

Income Statement

The income statement currently recerved by the CBU has sufficient information for
off-site surveillance  However, a line should be added for extraordinary items and
other adjustments (changes 1n accounting principles, etc )



General Loan Information

Information ts currently being recetved on loans within the accounting department but
1s not shared with Bank Supervision It 1s my understanding that the following reports
are recerved at this time

¢ 1514LES- Loans Receivable by Economic Sector- this report breaks down
information for loans based on maturity (Short, Medium, or Long Term),
and by sector Sectors are divided 1n the following manner

¢ Industrial Sector

Agricultural Sector

Forestry Sector

Transport and Communications Sector

Construction and Civil Works Sector

Trade and Public Catering Sector

Logstics Supply and Sale Sector

Housing and Community Service Sector

Other Sectors
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¢ 1524LCT- Loans Recervable by Client Type- this report 1s simular, but
mstead of economic sector as in 1514LES, this breaks down information
based on client type It also breaks down loans by maturity Client types
are divided 1n the following manner

4 Other Banks

Government

Individuals

Private Enterprises

State Enterprises

Joint Ventures

Partnerships and Corporations

>

¢ 1534LPL- Loans Receivable by Purpose of Loan- this report also breaks
down loans by maturity, but also provides mformation as to the purpose of
loans, as follows
+ Working Capital
Export/Import
Fixed Assets

Government Directed
Others
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There have also been some schedules previously developed for loans, but not being
used by the CBU  Information from two of the reports may be useful They are as
follows



¢ 1584LSC- Loans Receivable by Loan Term and Security Coverage- this

report provides mformation on matunity and on type of collateral, as
follows

Deposit

Motor Vehicles, etc
Inventory

Real Estate
Equipment

Bonds

Shares of Stock
Third-Party Guarantee

> > S 0O

¢ 1594LIR- Loans Receivable by Maturity and Weighted Interest Rate-this
report provides information on Loan Maturity and Weighted Interest Rate
The information 1n this format (1e specific information for maturity of
loans) 1s not crucial as we can capture the same information 1n a separate
report for Matunity and Repricing Analysis of Assets and Liabilities (in
other words, for all assets, not just loans)

All of these general loan reports have information that 1s useful, but consideration
should be provided to developing a report format which combines a lot of the
mnformation received from these second reports onto one report In other words, one
report that can provide information on economic sector, client type, purpose,
collateral and maturity would be more beneficial from an analysis standpomnt 1n that 1t
can help provide much more specific information For example, we could see how
much exposure the bank has in the transport sector to private compamnies, for the
purchase of fixed assets and secured by equipment with an ongmal matunity of 3
months This more detailed information can give msight mto a bank’s loan
underwriting practices However, a report which breaks down information too much
may be tedious to complete and may require a very voluminous report

Delinquent Loan Reports

The CBU receives a report that identifies overdue loans

¢ 1604LOA- Aging Analysis of Overdue Loans Receivable- this report
identifies, separately, overdue loans by client type and economic sector It
provides information on the number of overdue accounts in each sector or
client field and ages the overdue loans 1n seven
different possible buckets The buckets are

1-30 days

31-60 days

61-90 days

91-180 days

181 to 365 days
365 days to 2 years
Over 2 years
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It 1s my understanding that the CBU receives this report, but that the Bank
Supervision Department does not have access to 1t  The report can be used for off-site

surveillance  Information regarding accrual/non-accrual of interest on loans 1s also
useful and should be added 1n

Information on Loan Charge-Offs and Recoveries

This information 1s useful so that the analysis can pmpoint which category of loans
(either by sector or client type) 1s creating the largest amount of charge-offs within a
bank In addition, information on recoveries provides the analyst with net charge-offs
for a particular loan category The CBU currently receives data which can be used for
thus type of analysis

Asset Classification and Provisioning

The CBU currently recetves information 1dentical to what 1s recommended and thus,
no modifications are required We must, however, make sure that Bank Supervision
has access to this report

Changes m Equity Capital, Risk Based Capital, and Calculation of Total Regulatory
Capital

The Bank Supervision Department currently has access to information regarding a
bank’s capital The following reports are being recerved

+ 3004CAR- Capital Adequacy Ratio- this report shows a risk weighting of
assets and shows whether a bank 1s in compliance with the Risk Weighted
Capital requirement (N1) It s identical to information which is
recommended for off-site surveillance

¢ 3104CSA- Capital Stock Account- this report shows a detailed breakdown
of common and preferred stock, and may be used for our analysis
However, 1t only provides information on share capital and has no
information for Retained Earnings and other components of Balance Sheet
capital

In addition, the CBU receives information, pursuant to Normative 10 (Schedule 3)
which provides a calculation of both Tier One and Tier Two Capital to show
compliance with the Normative  This information 1s useful and 1s what 1s
recommended for use in off-site analysis



It 1s recommended that a schedule be developed which reconciles the Balance Sheet
Equity Account A format hike the following 1s recommended

Total Equity Capital Originally Reported at Previous Year End
Plus or minus Equity Capital Adjustments

Equals Amended Balance of Previous Calendar Year-End
Plus or minus Net Income or Loss Year to Date

Plus or minus Effects from the sale, conversion, acquisition, retirement of
stock

Plus or mmus Adjustments to General Fund

Plus or minus Adjustments to Appraisal Values over Cost Account
Minus Cash Dividends on Common Stock

Minus Cash Dividends on Preferred Stock

Plus or Minus Any other adjustments effecting Equity Capatal
Equals Total Equity Capital at Current Period

A reconciliation of Retained Earnings schedule should also be developed This will
provide information on dividends paid, and other changes 1n retained earnings

Information on Deposits

The CBU 1s recetving mformation regarding deposits, however, bank supervision may
not have access to all of the reports  Bank supervision does have access to the
following reports

¢ Schedule 1 of Normative 10- Calculation of Compulsory Reserve Fund-
this schedule provides information on deposit balances as of a report date
and 1s used to calculate a Reserve Requirement for a bank Line items are
broken down into Demand, Time, and Savings, with Time Deposits split
into two maturity categories Other adjustments used for the calculation of
the Reserve Requirement are also included in this schedule

¢ Schedule 5 of Normative 10- Bank Liabilities Analysis- this schedule
provides information not only on deposits but on other hiabilities, and the
main purpose of this schedule 1s to provide maturity information Used 1n
conjunction with Schedule 4- Bank Assets Analysis- 1t 1s helpful for a very
primitive asset and liability management analysis

It 1s recommended that a schedule be developed which provides a breakdown of
deposits by client type This information would be useful to provide a measurement
of a bank’s deposit volatility There are also two reports which have been developed
for the CBU which would provide a good analysis of deposits However, at this time,
I am unsure as to whether this information 1s being received by any department at the
CBU [ am only certain that the Bank Supervision Department does not obtain this
information at this time These reports are as follows

¢ 2104DMC- Deposit Liabilities by Deposit Term- this report provides
useful information regarding demand, savings, and time deposits There 1s
information regarding the maturity of time deposits (original term, not

\‘:‘;Jv



remaining maturity), and all deposit amounts are provided 1n both soums
and foreign currency

¢ 2114DAR- Deposit Liabilities by Amount Range- this report, though not
crucial, provides nformation regarding the amount of each deposit For
example, a bank would provide information as to the number of accounts
and total amount of depostt accounts 500 soum or less, 501 to 2,000 soum,
and so forth, up to a category for accounts over 500,000 soum This
information could be useful in analyzing a bank’s deposits for volatility
For example, larger interest bearing accounts are usually more volatile, as
the depositor 1s usually more sophisticated and the difference in total
interest received on a large deposit might make 1t worth the while of the
depositor to move the depostt to a different bank

Information on Large Credits and on Loans to Affiliates

The CBU currently receives information, pursuant to Normative 10, on large credits
and loans to affiliates (sometimes called connected loans) It 1s comprehensive and
can be used for off-site analysis The only modification to be recommended 1s for the
classification of the credit to be included

Off Balance Sheet Items

The Balance Sheet provides some information regarding Contingent Liabilities and at
this time, 1t 1s sufficient for an analysis by Bank Supervision Some Off-Balance
Sheet Items are also included in Schedule 2 of the Normative 10 schedules  Until
Bank Supervision becomes more sophusticated at analyzing off-balance sheet nisk, this
information will be adequate It should be noted that it 1s my understanding that the
CBU has a department which specifically analyzes off-balance sheet risk at this time

Analysis of Income and Expense

This information 1s useful for the analysis of a bank’s income and expenses and 1s not
being recewved at this ttme It 1s recommended that a form be developed so those
yields can be calculated for interest earning assets and that the cost of certain interest
bearing liabilities can be ascertained Through this analysis, we can help pinpoint
where a bank can cut expenses or which assets are the highest yielding for them, thus
improving operations

Liqudity

The CBU requires that a bank report its liquidity ratios on a perniodic basis, but no
detail 1s provided There are three liquidity ratios provided on a monthly basis at this
time I recommend that a simple form be developed which details Cash/Average
Assets and Total Liquid Assets/Average Assets and how they were computed In
addition, this schedule could request the N3, N4, and N5 liquidity ratios

x



Investment Secunties and Trading Account Assets

A schedule should be developed which indicates the Book and Market values for all
Securities (both for trade and for investment), Trading Account Precious Metals and
Other Trading Account Commodities This information 1s useful for the analysis of a
bank’s realized or unrealized gain or loss on investments (Securities to be held to
maturty and Securities, Precious Metals and Other Commodities to be traded)

Asset and Liability Management Reports

The bank currently receives a report on maturity of financial assets and liabilities, but
this report needs to include the repricing of assets and hiabilities to be useful for Gap
analysis or any other simple analysis of assets and liabilities I recommend
developing such a report

Miscellaneous Information

I recommend that a schedule be developed which asks general questions about the
bank This information 1s not financial 1n nature but more qualitative For example,
information on changes in ownership or management, the number of branches, etc
could be requested In addition, the number of branches that the bank has can be
useful information for calculating efficiency ratios

A summary of the recommendations 1s as follows

Reports to be used 1n Current Form

4 Balance Sheet

¢ Income Statement

¢ Delinquent Loan Report (1604LOA, but can be modified for Accrual/Non-
Accrual)- can develop schedule for Bank Supervision Department if Loan
Department will not provide access

Asset Classification and Provisioning (Appendix 2 of N242)

Risk Weighted Capital Calculation (3004CAR)

Bank Capital Calculation (Schedule 3 of Normative 10)

Schedule 1 of Normative 10-Calculation of Reserve Requirement (only because
Off-Site wants to retain thus function)

Report on Large Credits

Report on Loans to Affiliates

Report Information on Off-Balance Sheet Items (2 Reports- Information on
Balance Sheet and on Rusk-Based Caprital Schedule)

Loan Charge-Off and Recovery Report
¢ Economcal Normative Indicators Calculation (Schedule 8 or Normative 10)- this
1s a calculation of economic normatives by commercial banks

> * > > ¢ O
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Reports which may be used but not Crucial

¢ Deposit Liabilities by Deposit Term (2104DMC)

W
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¢ Deposit Liabilities by Amount Range (2114DAR)
¢ Share Capital Report (3104CSA)-not crucial, but shows changes 1n share capital
which can be captured in less detail on a Changes in Equity Capital Report

Reports which should be revised before Use

¢ All General Loan Reports should be combined into one or two reports to provide
more specific detail (1514LES, 1524LCT, 1534LPL, 1584LSC (currently not in
use), and perhaps 1594LIR)

¢ Asset and Liability Maturity Reports- should be revised to include repricing and
maturnty

Reports Needing Development

Reconciliation of Retained Earnings

Changes in Equity Capital Report (reconciliation of equity capital)
Deposits Report by Client Type

Analysis of Income and Expense Report

Liquidity Report

Report on Investment Securities and Other Trading Assets
Miscellaneous Information
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0104BS
Balance Sheet
As of 31 December 1995 & 1994
oo Account Title/ltem Descnption This Year | LastYear
Coda}  Formul @ ® )
“dia 10000 Descdipliont  ASSETS - - T "
, b0 10100 Cash and Other Cash ltems L XXX, 300K X, X00¢,X00¢
030 1030 Due from Central Bank of Uzbekistan X, X0, XXX X, JO0(, XXX
o tioso Due from Other Banks o XX00000 | X,00300¢
{
" e gj‘mﬂmw Trading Account Assets XXRXXKK | X000
' 00 11o733at4e9 Less Allowance for Probable Losses X200, 200X X,2000,X00(
B0 080010 .. JradingAccountAssets-Net . XXX0X | X000
" 100 {130eweptnin®® " Bylls Purchased XJOK)OX | XXX
10 i Less Allowance for Probable Losses X,2000,00¢ X200 00¢
_ 120 111300{110-120) Bills Purchased - Net XXX X0 | XX KK
NS - 15 Customers' Liability on Drafts under Letters of X, X00¢, XXX X, 300, 00K ‘
Credit or Trust Receipts-Net
150 114700 Customers' Liability for this Bank's Acceptances X, 300, 300K X,300¢,300¢
pozszoon Qutstanding e v o e
30 ;nsm Loans Receivable - Central Bank of Uzbekistan X XXX, XXX X, XK, XK
190 {Desctiption Loans Receivable (except CBU) )
0 1210040 13190
%‘“" o Short Term X, 200X, XK X, 300, XX
R 1330040 14300 Medium Term X, XXX, XXX X, XXX, XK
memg‘mm - o v comemseenerees o e
220 | 1450030 18500
; Mg Long Term X, XX, 00K XXX
220 ;20030220 Total Loans Receivable (except CBU) X, XXX, XXX X004, XXX
IR Lidhidodadand Less Allowance for Probable Losses X, X0 XXX XX XXX
el nioond ... Loans Recewable - Net e RO | XX0X0X
1
, 211570 exapl 15780 Loans and Advances under Litigation XXX X, XXX, XX
200 1579 Less Allowance for Probable Losses X200, 300¢ XXX
290 115790 Loans and Advances under Litigation - Net XXX | XXX
afg” | 5900 axcept 15900 Investments Tx000X | Xp0mIook
L R0 s Less Allowance for Probable Losses L X2000X00( %2000 00¢ |
P30 1w @i0so Investments-Net XJ00GX0X | X000
o 118100 Due from Head Office/Branches/Agencies X, 30X, 00¢ X000
, [0 nexdemepl 18300 Accrued Interest Receivable . XX0030KK X000 XXX
300 115289 Less Allowance for Probable Losses X, 2008 XXX X200
U g Accrued Interest Receivable - Net XXX | XI0K XXX
" w@ym Bank Premises, Furniture and Equipment X, 300K, XXX X, )00, 300¢
T A0 18500 bat onty Ace. Less Accumulated Depreciation " X300000¢ X200, 000K
AW heso 7 Bank Premises Furmiture and Equipment - Net | XJ00000¢ | X000
, 430 11670 woept 18788 Real and Other Properties Owned or Acquired X XXX, XXX X 300,300
#40 116709 Less Allowance for Probable Losses X000 XX X000
450, 16799430440y Real and Other Properties Owned or Acquired - X, X006 XXX X.200¢,000¢
Net
ar jteen Unrealized Gain from Revaluation of Forward XJOK0K | X003
Trading Account .
475 {vhow fioe ooy if Currency Trading Position Accounts X X004, XXX X,300K, XK
4 7406 4 not saua) io




7~

LTS I V5Sl RS I RNCAN T I

01048S
Balance Sheet
As of 31 December 1995 & 1994
, Account Title/ltem Descnption This Year ( Last Year
Cods Homula () ® <
I Government Account - Net Debit Baiance X, 30X 300K { X000 0K
R ] Other Assets XOXOK | KO0
620 {O20040)4008G+ 0K
. Tt e e TOTAL ASSETS X000 | XJOXIOX
2501200+ 320+370%
o SEIBRHTOB0) | L e o
H
" 540 Deschipton LIABILITIES AND CAPITAL f )
860" 48008 Dascripton) | |ABILITIES L
TS0 M Demand X, 2004, XXX XXX, XKK
5aq zed00 Savings X, 200, XXX X, 200X, X6X
, o e Time , XXX | Xex0x
00 {5TH580+590 Total Deposits X, 2004, X%% B vr v, S
' g0 heead """ "7 pue to Central Bank of Uzbekistan X000 | XX00X0K__
&0 21000 Due to Other Banks X, 300X 0K X000
, W20 Manager's Checks Payable . X000 X, 00X, 200
650 121400 Outstanding Acceptances Executed by or for X, XXX, XX X, X004, 300
) Accounts of this Bank .
B (Oesadpion Loans Payable ‘
880 12160 Short Term 3, XXX, 00K XK XXX
L mse Medium Term L X000, X0K0K
o I longTerm e X00000C | X000000C
710 18801690+ 700 Total Loans Payable X, XXX, X000 X0XI0K
g” fz'z j § 7 77 " Dueto Head Office/Branches/Agencies ’ X, XXX 00K XXX
R " Accrued Expenses Payable T TR0 0K | X,%00400¢
« T4 122600 Other Customers' Deposits X, Y004 XX X,200X, 00
750 122800 Unrealized Loss on Revaluation of Forward X, X006, XXX X, )00, XXX
, R R TradingAccounts and Other Deferred Credits .
e a2 - Settlement and Cleaning Accounts - Credit Balance__X,X00X,XXX X000 XKK_
760 123400 " Govemnment Accounts - Net Credit Balance X,300¢ 300K X0 0K
T oo A Other Liabilities X200, 00 X, 200X 00X
210 1600+(620-8505710 oxX
sl Iotal Liabilities o _ X, XXX, 200 X, XXX, X0
» B“i‘ b B e R } Capltal k4 had <
80 oo esoigtiony  Capital Stock - 1
BEY TAGaGR Fatade
x 2315430321 Preferred X 200, XXX X000
Lol osvreio Common X.2000,200 XXX
N LA b ad SN Total Capital Stock X, 20043 X, 200¢,000¢
o085 " 7 Paid-n"Surplus TTTTT UTTTTTRI000 | XXX
!
il el Surplus Reserves {
920 130903 Qanaral Fund v vvv vvv v VYV vvv
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010488
Balance Sheet
As of 31 December 1995 & 1994
, ' Account Title/ltem Descnption This Year ~ Last Year
Code Fomula (R (8) ! ©
TTeA st Total Surplus Reserves " XJOKIOK | XI00KI00K
" 90 {atzolpetedpton  Retained Eamings ’ {
. #10 istzm Balance - Beginning of Year X000 X000
, 980 e . Net Income (Loss) for the Period XJ0KOK | X, 00,300
%0 {970+880 Balance - End x| xa000000
T
R ;me . _ Appraisal Values Over Cost L X000t X000 X00¢
L %‘?WW Total Capital X, 2000, XXX X000, XXX
i Iow“;“fmmﬁ?f "7 TOTAL LIABILITIES AND CAPITAL X000 | X000
1060 196000 CONTINGENT ACCOUNTS .
. o vn —— . N |
1070 190303 Government Secunties Form X000 | XD XXX
w0 leomr - Secunties Form - Others X000 | x,300¢000¢
Rl Sight import Letters of Credit Outstanding X, 30X, XXX X, 300X, )X
1100 190916 Usance Import Letters of Credit Qutstanding ~~ _ X,00(00¢ X,200(,XXX
, 110 R0z . Deferred Letters of Credit- Foreign X, XXX, 300 X, 300K, 300
G Deferred Letters of Credit - Domestic X, )00, X00C X, 200,300
, 1R t9g97 Revolving Letters of Credit - Foreign L, XI00K,X0¢ X, 300, X00¢
140 isoae¢  Stand-by Letters of Credit- Foreign = X000K | XXX
11568051 Stand-by letters of Credit - Domestic X, 00K, XK X 00X, XXX
0 wess Confirmed Export Letter of Credit , XO0OKXKX 1 X,300¢00¢
, 10 paase Informed letters of credit for export X, 00X, X0 X, 300, XK
ea w3 . . Seftlementdocumentsnotpadintime = X2000XXX X, X00¢, 300
, 110 jeaoes Inward Bills for Collection - Domestic XXX, XXX X, 200X, XXX
; 1200 190967 Accrued interest on overdue Loans Receivable X, XXX 200K X200
o wees Barter Contracts L XXX 00K X, XXX 00
Mj}“mﬂ Wwoarz  Inward Bulls for Collection - Foreign XXX | X000
a0” ! Outward Bilis of Collection - Domestic X, IO, XK X XK, 300K
| 2o ‘W“ . Outward Bills for Collection - Foreign L XJOOL00C | X, XK
RX %mm Guarantees X, XK, XXX X, X00¢, XXX
e eioe Commitment to Grant Loans X, XXX, XXX X, 200K, XXX
il il Commitments to Borrow , XQOOKXKK | X,)00X, 00K
1260 ;92708 Forward Valued Sales X, Y00 JOCX X, 2004, X000
LR ezl ,  Forward Valued Purchases X, XXX, XHKK X, X004, XXX
tood jeem 0 items Held for Safekeeping - X 200K 300 X,200¢, 300K
1310 3618 Government Bonds and Secunties Held for X, X0, XXX X, X004, 200¢
i Custodianship { -
0l w3 Private Secunties/Commercial Papers Held for XXxx 000 T x,00¢,00¢
" Custodianship
1330 {Bes01 Secunties Held as Collateral X X0, XXX X X004, XXX
1349 196402 Properties and property nghts(claims) Held as X XXX, 200K X, 200X, )00¢
Coliateral R
, 180 jesa0n “Deficiency Claims Receivable , X000X0 X, 200,200
M0 (R5e7 “Other Contingent Accounts X,X0K 00K X 26K200
A HOTSING Total Off Balance Sheet Accounts I .2+, 5.5.¢.5 X,000X,200¢
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Income Statement

Year-to-Date 31 December 1995 & 1994

Interest income

Account Title/ltem Description

W

Interest income on Accounts with CBU

Interest Income on Accounts with Other Banks

Interest Income on Bills Purchased
Interest income on Customers' Liability on Draft
under Letters of Credit and/or Trust Receipts
Interest Income on Customers' Liability for this
Bank's Acceptances Outstanding

_..Interest Income on Loans Receivable
"Interest income on Loans and Advances under

Litigation

Interest Income on Investments
Qther Interest Income

Total Interest Income

Rt el

140 in«aﬁpuan
150 'Sao0stm
160 Ste0e

w

“Interest Expense

Interest Expense on Deposits
Interest Expense on Accounts Due to CBU

1va “B3t0s
180 S2600

190 53400-54100

Interest Income on Trading Account Securities

Interest Expense on Accounts Due to Other Banks
Interest Expense on Outstanding Acceptances
Executed by or for Account ofthis Bank
Interest Expense on Loans Payable

¢ 200 ‘semg Other Interest Expense R
, T 0o _Total interest Expense
3
2 2219 . Net interest Income
: 40 Beenz Less Provision for Probable Losses - Loans and
- Advances
f 250 230 240 " Net Interest income After Provision for Loan Losses
H
' an Descriplion “Non-Interest Income
! 280 45200 Commussion and Fee Income
i Foreign Exchange Gain
X 45600 Profit on Trading Accounts
Il Gain and Dividends on Investments
b 820 45900 . ... Other Non-Interest Income o
; a3 280020 Total Non-Interest Income
, e 2 Total Income
370 Dascriplion Non-Interest Expenses
WG s610 Commussion and Fee Expenses o
: 390 85a00 Foreign Exchange Loss
4oe 55600 Loss on Trading Accounts
AR 55800 Loss on Investments
; 420 55900 ..... Other Non-Interest Expenses _
, 40 380420 Total Non-interest Expenses
:
450 %6 430 ‘Net Income Before Operating Expenses

1

1

¥
H

t

t

This Year Last Year
{8) {c)
xvxxxvxxx X,XJO(,X)O(
A, XK, XX X, 200K, XXX .
TR XK | XXX KX
XXXXIOK - XXKK XXX
x'x}o('lool xrxxxlxxx
<
X XXX, XXX X, X0, XXX
x’w} O_WO (.!} XXX - X, XXX XXX
X, 200, XXX X, 200, 200€
X XXX, XXX o XXX, XXX
X,XXX,XXX x,x>o<,xxx .
R 2.4.5, 0.4.9. U 2.2.0.9..%. SN
<
X, KK, XXX XK, KX, XXX
XXX XXX | XXX
X,:CG(,JOO( xlxxxtxxx
X XXX XXX X XXX XXX
X, XXX XXX X XK XXX
X XK XXX X, 30K, XXX
X, 2000 XXX X 2000, XXX
X KN XXX X, 2000 XXX
<
X, XXX, XXX X, XK XXX
X, XXX, 200K X, 200K, XXX
X, XXX, XXX XXX, XX .
X, XXX, 20X K, XXX, XXX
XXOXXX X KX XU
x,xxx,xxx x,xxx|x>o<
<
KO XXX X, XXX, XXX
X, 200, XXX X, XXX, XXX
X 300K, XXX XX XXX
X IO, XXX X, XXX XXX
X XXX XXX B X, XX, XK
XIXXX,XXX X,XXXl)OO(
<
RO X2000000
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0204IS
Income Statement
Year-to-Date 37 December 1995 & 1994
: ) . Account Title/Item Description * This Year Last Year
y Gadd Fonmisda 1) () {c)
s X -~
470 Destipon Operating Expenses_
toagg 58100 Salaries and Other Staff Costs X, XXX, XXX X XXX, XXX
490 SEo0 Office Rent and Maintenance X XXX, XXX X, XXX, X0
500 56300 Travel and Transport Expenses X XXX, XXX X XXX, XXX
MO 6406 Administration Costs XXX XGXKKXOK
y B2 5500 Representation and Contribution X, XK, XXX X, XO0K,XKX
it 58600 Depreciation Expense X 200, XXX XXX, XXX
| we sor0 . Insurance, Taxes and Others X, 2006, XXX X, XX, XX
50 sedwaxeplSe%2  Provisions for Probable Losses XXX X000
% 560 aa0:5%0 Total Operating Expenses X, 2006200 X, 200X, 300K
580 450 560 "Net Income Before Provision for income Tax TOXXI0K KKK,
, 800 faxa Less Provision for Income Tax X 200X, 300¢ X, XXX, XXX
, B3R 1580600 Net income (Loss) for the Period _ . C X000 XXX X, X0, XXX

-

-~
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1k ID/Bank Name
MLOA
Aging Analysis of Overdue' Loans Receivable
As of 31 December 1995
{
Accounts = Overdue . Agimg Analysis . -
Particulars # %  Amount % 1-30Days 31-80 61-80  91-180 181-365 366 Days-
. Days  Days Days Days 2Years
We ©  Fomuia )] ® " ©, ® © ) ©) ) ) [
6 Desonplot By Client Type . . . . .
?
2 Gllew Type _Other Banks o XX XXX XX XX XXX X000 Q(.:g:%)g,x&x,pgx: X, 3000200 X, X006, X000 X, XXX, XK X, XXX, 0K X, J00KXKK. 3
3 Clent Type Government XGXRX XK XK XHRKHRK HKXK: X, JOKI00K XXX, I00K X, KKK XK K, HHK YK XXX IOK XXX XK )
0 Chent Type Individuals XXX XX XX KXREIOK XKXK, XXX, X, 0000 X,2006,X00K, X, XK, XXK X OO, XHKK, X, XXX, XXX
56 ;zwmw Prnivate Enterpnses XXXXX XXX K XKK KKK AKX, D004, X X, 300K, XK X,D00K, KKK X,J00XKK, X, IOK,IOK X, XK XXX )
¥ ClentTyps  State Enterprises e e OO XX XX HIOKHOK KX KK X XXHHK X HOKIK X, I006, 300K X XK XK X IO, IO X, YOO XXX )
1 lent Type Joint Ventures XXX XX XX, KXKKIKK  HHHKE X, 0006000 X,XIK KK X, XK, XK X,X00KXKK XK IOK X, 300K, XHKK >
L ;C‘“’MTM Partnerships & Corporations , KKXXK, XX XK X, KKK KKK ;ot,xx: XXX 0K X, D00 X00K, K, XXX, IO X004 XKK, X, IO, XKX X, 300K, 0K )
% ‘w008 “Total All Loans 300X 100 00 30%,300¢,XX 100 DD XX XXX XX,30063K XK, XK XK XK X00KIK XK 300K XX XX JOK, XX X
e - ) o x x , X X X X X X
1B Dessmplion By Economic Sector )
20 EeonomicSectar  Industnial Sector _ XX,XKX XK XK K HMKXHK XXX X IO XXX X, XXX )oo{ X, 300, XXX *xlxgg,gooc{ X, X00¢ XXX_ X, 300K pg(_: ?
3 Evonomic Sentor Agncultural Sector XXX XK XX X XXX XXX XXXK X000 X000 X J004XKK X006 XXX X XXX XXX X XK XKK X XK, XK )
0 EcomomicSector  Forestry Sector L IOKHKX XK XX K HEXXEXX XK XK, X, JO0(XRX X,J00I00K, X XRK, KKK X, X004, X, XK, XXX X JKX, XXX, D
0 Roonomie Seclor Transport and Communications Sector Xx Xxx XX XX XXXXXXX XRXX X,XXKX,XXKX X,XXX, 300 X000 XXX X, X000 XXX X, XXKXKX X, XK, XXX 3
50 EcomomicSector  Construction & Civil Works Sector XXXXK XK XK XIO00KKN HXHK X, 000K, KKK X, 000K X, XKK, )0 X, XK, KKK 3,000, XXX X, 300K XKK )
70 EconomicSector  Trade and Public Catering Sector XX XXX XX XK XXX KK XK XX X, DOKXKK X, X0 300K X000 XXX X 00K, XK X 00(XKK X XK XXX )
% Enonomie Seclor Logistics Supply and Sale Sector XXXXX XX XX RHKHGIHX KKK XXX, XKK X XKX K X, XKX, XK X XK, HHK X, XO06IOK, X, XHXK, XXX
B Eostiottike Sector Housing and Community Service XA XX XX XIOKIKK HXKRK, X,JOK, KKK X, KKK XKK, X, JOKHKK XXX, IOK, X, XXX KKK X, XXX, XK )
1 FoonomioSecter  Qther Sectors 000 XXX KXRKHKK XXX X, XK )XHK_ X, XK JK_ X 300K XKH. X, KGKKK X XKXIKK X XK, XKX )

'S -

X 020080 Total All Loans
’ X
Overdue Medium and Long Term Loans are classified under Short Term Loans

4LOA Version 1 0 Page 1/1

X

X X X X X X

2

xxx,xx 100 00 xx,xxx,xx F00,00 xx,XXX, 3¢ XX, XXK,XX XHK,XXX XK XX, J00(XK IOCI0N XK XK, XHKK,XKX X

" am WE N . . .



Asset Classification and Provisioning
Appendix 2 of N242

R



=

Appendix 2

Name of The Bank

Loan Classification According to Their Risk Rate

As of 199
Items of the Balance Total Good Reserves | Satisfac Reserves | Substan | Reserves | Doubtful | Reserve | Loss Reserve | Total

Assets tory dard s Reserves
1 2 3 4 5 6 7 8 9 10

1 Loans and Credits to
Chlents
2 Credits to Other Banks
Total
Leader of the Orgamzation (Position) Name
Chief Accountant Name



Risk Weighted Capital Calculation
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Schedule # 2

Risk Weighted Assets Calculation

As of __ " 199
# Characteristics 0% Risk 20% Risk | 50% Risk | 100% Risk
] A B C D E
Assets
1 | Cash and other cash documents X, XXX, XXX
2 | bue from correspondent account X, XXX, XXX
of CBU - Nostro
3 | Due from correspondent account of CBU | X,6XXX,XXX
- Vostro
4 | Due from Compulsory Reserve Fund of X, XXX, XXX
5 | CBU X, XXX, XXX
6 | Due from other accounts of CBU X, XXX, X¥X
Due from other Banks Correspondent
Account -~ Nostro X, XXX, XXX
7 | Due from other Banks
Correspondent Account - Vostro X, XXX, XXX
8 | Due from other Banks, other deposits
9 | Treasure Bills X, XXX, XXX
10 | Government Bonds
11 | CBU Securities and Bonds
12 | Eurobonds X, XXX, XXX
13 | Other Security Trade Accounts - Net X, XXX, XXX
14 | Precious Metals
15 | Other Goods Trade Accounts X, XXX, XXX
16 | Purchased Bills - Net X, XXX, XXX
17 | Clients’ Laiabilities on Bills of X, XXX, XXX
Exchange under Letters of credit or
Trust Documents
18 | Clients’ Liabilities on Not Paid-Off
Accepts of given Bank X, XXX, XXX
19 | Credits Granted to CBU
20 | Credits Granted to Other Banks X, XXX, XXX
21 | Fiarst Class Credits X, XXX, XXX
22 | Loans Receivable - Net X, XXX, XXX
23 | Loans and Advances 1in process of X, XXX, XXX
Court Precedence - Net X, XXX, XXX
24 | Investments - Net
25 | Bank Premises and Equipment X, XXX, XXX
26 | Other Assets X, XXX, XXX
X XXX, XXX
27 | Total Assets X, XXX, XXX | X, XXX, XXX | X, XXX, XXX | X, XXX, XXX
Off-Balance Accounts
28 | Issued Guarantees and Vouches X, XXX, XXX
29 | Letters of credit X, XXX, XXX
30 | Foreword Trading, Agreements and X, XXX, XXX
Assets, sold with Source
31 | Documents and Values, sent to X, XXX, XXX
Encashment
32 | Total Off-Balance Accounts X, XXX, XXX | X, XXX, XXX | X,XXX,XXX
33 | Total Assets X, X0, XXX | X, XXX, XXX | X, XXX, XXX | X, XXX, XXX
34 | Total Risk Assets X¥, XXX XX, XXX XX, XXX
35 | Total Risk Weighted Assets 22,222,222




Calculation of Reserve Requirement
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Schedule # 1

Code and Name of Bank

Calculation of Compulsory Reserve Fund

Bank As of * ’ 199
# Contents Balance Deduction % Deduction
Amount
A B C D
1 Demand Deposits XXX 25 XXX
2 Saving Deposits XXX 25 XXX
3 Time Deposits
31 |Up to 3 Year Maturity XXX 25 XXX
3 2 | Over 3 Year Maturity XXX 10 XXX
3 3 | Total Time Deposits XXX XXX
4 Total Deposaits Xxx pre0d
Other articles of Reserve XXX XXX
Requirements-
5 Local kKhokimiyat’s (Mayor) 25

account-local budget

6 Other articles of Reserve

Requirements
6 1 | Managerial Checks XXX 25 XXX
6 2 | Deposits of Clients- on Letter of XXX 25 XXX
Credits
6 3 | Clients’ deposits -~ Liabilities on XXX 25 XXX

Bills of Exchange under bill for
import and/or under trust

documents
6 4 | Fund for Special Purposes XXX 25 XXX
6 5 | Financial Investments from Local XXX 25 XXX
Budget
6 6 | Account Payable XXX 25 XXX
6 7 | Deposits Liabilities - Sleeping XXX 25 XXX
6 8 | Other Credits - Not Demanded XXX 25 XXX
6 9 | various Circumstances XXX 25 XXX
6 10 | Total Other Articles of Reserve XXX 25 XXX
Requirements
7 Total Related to Reserve XXX XXX
Requirements
8 Cash XXX
8 1 | Balance on Separate Personal XXX
Accounts
8 2 | Cash Deducted from Reserve XXX
Requirements
9 Total Reserve Requirements XXX
10 amount of Balance, transferred to XXX
Reserve Requirements as of
Reporting day
11 Shortage (-) or Excess (+) () XXX
12 Balance in Balance Account 10309 XXX
on the date of data submission
13 Adjustment Date XX, XX, XX




Bank Capital Calculation
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SCHEDULE # 3

Bank Capital Calculation

Ags of # n 199
Characteristics Capital
Regulatory Supplemen Total
# (Tierl) tary Tierl+Tier2
(Tier2)
A B C D
CAPITAL
1 | Shareholder Capital - Common XXXX XXXX
2 | Shareholder Capital - Preferred XXXX XXXX
3 | Issued shares-Common XXXX XXXX
4 | Issued shares-Preferred XXXX XXXX
5 | Paid-Off Capaital XXXX XXXX
6 | General Reserve Fund XXXX XXXX
7 | Devaluation Reserve
8 | Retained Earnings XXXX XXXX
9 |Net Profit (Loss) XXXX XXXX
10 | Intangible Assets XXXX XXXX
11 | Investments in Banks, (XXXX) (XXXX)
Affiliates, and Non-Bank (XXXX) (XXXX)
Financial Organizations
12 | Equity Investments to Other
Organizations {XXXX) (XXXX)
13 | Probable Loan Losses Reserve
14 | Appralisal Values Over Costs XXXX XXXX
15 | Subordinated Debentures XXXX XXXX
XXXX XXXX
16 | TOTAL CAPITAL
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Report on Large Credits
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Schedule # 6

Loans Receivable — 20 Biggest Loan Borrowers

Asof“_” 199
Client’s name Date Matunty | Principle Loan Renewal | Past Due Total Interest Loan Type Price
Granted Date payments Rate Purpose
A B C D E F G H 1 J K L

Short Term Loans
Borrower # 1
Interest to Capital Ratio
Borrower # 2
Interest to Capital Ratio
Borrower #n
Interest to Capital Ratio
Total Short Term Loans

Medium Term Loans

Borrower # 1

Interest to Capital Ratio
Borrower # 2

Interest to Capital Ratio
Borrower # n

Interest to Capital Ratio
Total Medium Term Loans

Long Term Loans
Borrower # 1
Interest to Capital Ratio
Borrower # 2
Interest to Capital Ratio
Borrower # n
Interest to Capital Ratio
Total Long Term Loans

TOTAL BIGGEST LOANS
THE BIGGEST LOAN GRANTED BY BANK

TATT



Report on Loans to Affiliates
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Schedule # 7

Loans to Affiliated Persons (Insiders)

Asof“__” 199
Chent s name Date Maturity | Principle Loan Renewal | Past Due Total Interest Loan Type Price
Granted Date payments Rate Purpose
A B C D E F G H I J K L

Short Term Loans

Borrower # 1

Interest to Capital Ratio

Borrower # 2

Interest to Capital Ratio

Borrower # n

Interest to Capital Ratio

Total Short Term Loans

Medium Term Loans

Borrower # 1

Interest to Capital Ratio

Borrower # 2

Interest to Capital Ratio

Borrower # n

Interest to Capital Ratio

Total Medium Term Loans

Long Term Loans

Borrower # 1

Interest to Capital Ratio

Borrower # 2

Interest to Capital Ratio

Borrower # n

Interest to Capital Ratio

Total Long Term Loans

TOTAL LOANS TO INSIDERS

THE BIGGEST LOAN TO ONE INSIDER




Economic Normative Indicators Calculation
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Schedule # 8

Economical Normative Indicators Calculation

Asof* 199
# Name of Economical Normative Formula Actual Normative Deviation
A B C D E
1 Capital Adequacy Ratio
11 | Capital Adequacy Ratio (N1) Bank Capaital Min
Risk Weighted Assets 025
12 | Bank Capital to Bank Liabilities Ratio (IN2) Bank Capatal Min
Bank Liabilities 025
2 | Liquudity Normative
21 | Immediate Liquidity Indicator (N3) Liquid Assets
Demand Liabilities Min
22 | Current Liqudity Indicator (N4) Liquid Assets and 30 day maturity Assets 025
Demand Liabilities and Liabilities with 30 Min
day Matunty 025
23 | Short Term Liqudity Indicator (N5) Liquid Assets with 30-365 day Maturity Max
Deposits and Attracted Funds with 30-365 10
Maturity Date
3 | Normative on Operation with Borrower
31 { Maximum Risk Rate for One Borrower (N6) Max Loan Amount for One Borrower
Bank Capatal
32 | Maximum Rusk Rate for All Big Loans (N7) Total Amount of Big Loans
Bank Capital
4 | Maximum Risk Rate Normative for One Depositor (Creditor)
41 | Maxumum Risk Rate for One Creditor (N8) Maximum Size of Deposit for One Max
Creditor Can Make i0
Bank Capital
5 | Normative on Operations with Securities
51 | Bank Investment Normative in Commercial Securities (N9) Investment in Non-Government Securities
Max
52 | Normative on Bank’s Investment of capital (N10) Shareholders’ Capital 025
Investments Max
Shareholders Capital 05
6 | Insiders Normative
61 | Amount of Granted Loan to One Insider or Group of Insiders The Biggest Loan to One Insider Max
(N11) Shareholders’ Equity 015
62 | Total Amount of Loans Granted to All Insiders (N12) Total Amount of Loans to All Insiders " Max
Shareholders Equity 10

LN

o

\

%



Loan Charge-Off and Recovery Report
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Appendix 4

Name of the Bank

Schedule of Payments, Charged-Off the Reserve Fund to cover Probable Loan Losses
and Returned Back to Reserve Fund to cover Probable Loan Losses (Charged Earlier)

As of 199

Charged-Off - A Recovered- B
Total Foreign Currency Total Foreign Currency
1 2 3 4 5

1 Loans to Chents, Total

A) Industry

B) Agriculture

C) Transport

D) Communication

E) Trade

F) Samplings and Reprocessing
G) Construction and Real Estate Purchase, in the hst
H) Mortgage

I) Individuals

J) Others

2 Loans to Financial Organization
3 Other Loans

Total

Changes 1n Probable Loan Losses Reserve (million sum)

Balance as of beginning of the current year

Plus Recovered Payments

Minus Charged-Off Loans

Amount to be transferred to Reserve Funds

Adjustments

Balance as of the end of reported period
Leader of the Orgamzation (Position) Name

Chief Accountant Name
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Depostt Liabilities by Deposit Term
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2104DMC

, Code ~ Fomula
010  DPesc

"o Bese
" 040 Depost Status
050 Depost Stalus
060 Daeposh Stafus

pon

070 Depasit Status
(80 04040504060~ 470

Ny

100 <

.

Deposits Liabilites by Deposit Term

DEPOSITS

Less Closed This

Month

Savings Deposits

X XXX X, XXX, XXX

X

>

{16 " taposh Status
* 120 ’Deaposit Status
150 Dseposd Sialus ¢

140 Peposit Status

150 T OMZED 340 %

¢
H

Active
Dormant
Opened This
Month

Less Closed This
Month

o “ e

10 Dews * Time Deposits

Y80 Daposd Tarm — 30 days or less
"1™ Bepost Yerm 31-60 days

200 Deposit Tarm 61 - 90 days

210 Roposd Term
220 Poposit Term
230 Depast Tamm

EREPNE }

91 - 120 days
121 - 150 days _
151 - 180 days

X, XXX X, XXX, XXX

X, XXX X XXX, XXX

X XXX X, XXX, XXX

XXX X, XXX XXX

X

As of 31 December 1995
Deposits in Deposits in Foreign Currency
Soums

Particulars Accts Amount Accts InUS  Amountin
# (] Dollars  Soums_

(A} B’ , (€ o) (E) {F)

Demand Deposits ) )
Active X, XXX X XXXXXX X XK X, X000 XXX K, XXX, XX
Dormant X000 X O000XXX X, XXX X000, XXX X, XXX, 30K
Opened This X XXX X XXX XXX X XXX X, XXX, XKHK X, XKK XXX

Month

XX XX, 0000 X, XXX, XXX

X b 4

>

e e w e st - oy

Total Deposits in
Soums
Agcts Amount In
@  Soums
©  , M

Total Demand Deposits  xx,XXX XX, XXX,XX X XXX XX, XXX XX X00,XXX,XX xx,xxxvm(,xxx,xx

X

RO >

<

XOXXX X X0 XXX X, XKK, XX
X,JCC( X,JO(X,)OO( X,XXX,XXX_}
X, XXX X, XXX XOK XK, XKK XXX

XXX X000 XXX X, X0, XXX

X X

wa s

XK X X004, KKK
HHXK, X IO, XK
XK XK XXX
00K X, X004, X00¢

PR R

"~ "Total Savings DEpOSItS XX XXX XK,XXKXX XX, XXX XXJO0KXX XK,XK XX XK, X0 XK, XK, XK

X

-

»

XK, X XXX X0 XXX XXX X XXX XXX XXX XXX

PR M Vi

X, XXX X, XXX, XXX
X X000 X XXX, XXX
X XXX X XXX XXX

X000 X,XXX XXX

L XXXX O X,XXX, XXX

X XXX X, XXX, XXX
X XXX X XXX XXX

X000 X, XXX, X000 X, XXX, XXX
X, XXX X XXX, XK X KKK, XXX
X, XXX X, XXX XXX X, )00 XXX
X XXX X,XO00XXX X, XXX XXX
X XXX X XXX,XXX X, IO XK
X000 X, X0, XK X, XX, XX
X000 X, XK, XXX X, XK XKX

Scéerke tbuprdiy

XK X XKH 00K
KKK, K KKK XXX
X% X000
X, 00K, X, )06, )00
XXHK X 2K, XXX
XKL X, JKH, KKK

206, XXXK XK, XK XK XK XK, KKK XK XK IO XX XK K0 0K XXX XX

% 20 Dapost Tarm 181 -1 year
= %0 Peposit Term Over |year
260 180250 Total Time Deposits
260 (40100

TOTAL DEPOSITS

X X

X

XX H00 XK XXKK, XK XKXKXK XXX XX XK XXX XX 206, XHK KA XA XK

X

X X

5 X



Deposits Liabilities by Amount Range
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Code
010 DPesc

Formula

[PRRRpp IRV

030" Deso
040 DepasitAmi.
050 Taposd Amt
"Dapostt Amt.
Dapostt Amt.
Daposit Amf.
Pepasit Amt.
100  Daposd Amt
110 " teposd Amt.
120 Deposit Amt.
180 040120

060
070
0BG
00

150

B3 Sepost Amt
170 DepositAml.
180 Depasif Amt
““tad" feposkAmb
200 Depost Amt.
210 Depast Amt
220 DepositAmt.

- -

230 Daposit Amt.
40 Baposd Amt

250 160240

=
t 270 Dess
Deposit Amt.
Qaposd Amb

Poposit Amt.
Daposit Amt.
Linposit Amt.
Daposit At
Dapost Aatt.

A A

Beposit Am.

—
280
i
300

3Q

Deposits Liabilites by Amount Range

100,001 - 500, 000

X XXX X XXX XXX

As of 31 December 1995
Deposits 1n Deposits in Foreign Currency Tetal Deposits in
Soums Soums

. Deposit Type Accts Amount Accts InUS Amountin Accls Amountin

’ Amount Range @ @  Dollars Soums _ @) _ Soums

(A) (B) (C) () (E) {F) {G) (H) U]
DEPOSITS

Demand Deposits T T T T
500 OrLess X, XXX X000 XXX XXX XXX XXX XK XXX K KKK, X, XK, XXK
501 - 2,000 XK XO00LXXX X000 X XXX XXX XK XXX X 3000 X, 300K, XX
2,001- 5000 X0 XXXXXXX X XXX XOXXXXXX XXHXXXX KO X300, XXK
5,001 - 10,000 X0 XXX XK X000 X X000XKK X,X000X000 X008 X, XK, XXX
10,001 - 20,000 X00K X000 XXX X XXX X XXX, KKK X, XHK XXX X MKK X IR XXX
20 001 - 50,000 X000 X XXX, XXX X000 X000 XXX X, XXX XXX %0008 X, 0000XKX
. 50001-100,000 XXX XJXKXKX XXX X000 X0K0K _ XIXX XXX KKK

XHXX X XXX XXX X XKX XXX X XKK K006

Deposit Amt.

Over 500 000 XOK XK KKK XXX XXXX XXX X MO0 KKK X KKK K KKK, XXX
Total Demand Deposits XX XX XX XXX XX XX X0¢ XX XXX, XX XX XXX, XX XK KKK KK XHK, KX
X X X X
Savings Deposits .
500 Or Less X0, X000 XXX X XXX XK XXX XXO0GKKX K XK X X8 XXX
501 - 2,000 XXX XK XXX X XXX X,0000XXX X XXX XXX X000 K, KXX XXX
. 2001-5000 XXX XXRXXHXX  XXXX XXX XXX X XXXXXX - X XXX KO XXX
5,001 - 10,000 X KK XMKK K XXX XXX X XXX XXX K, XXX X XKH KKK
10,001 - 20,000 XXX XJOXHHKK X, XKX X IO XXK X0 XKK, K XKHK K KKK
20,001 - 50,000 X000 XK XXX X000 X 0K, XK0 XXKK, XXX XXM X XHH HKK
50 001-100,000 X,XXX X XXXXXX XXXX XJOOGXKX XXXKXXXX %K X XK, IO
100,001 - 500,000 X XXX X XXXJOX X XXX X XXX XXX X XHKX,XXX XXX XK, XXX
Over §00,000 WHRK X HKK, XK X, XXX XXKK KKK X KK XXX K KKK 8, K06 XKK
Total Savings Deposits XX, 5000 XX, XXX XX XX,XXX XXXX XX XX XXX XX XK XHK XGX006 X%
b X X x
" Time Deposits ST o o e
500 OrLess L X0 XX XXX X XXX X XXX XXX XJO0KXKK, - KKK K KKK XXX
i 501 - 2,000 X0 XXX JOK X XXX XOORKXKX XK XXX R KRK XM KKK
e ....2,001-5000 XXX XXX XK XXKXNX XXX XK X XG0
’ 5 001 - 10, 0,000 X0 XXXXKK XX X X00XKK XJO0XXK KXKKK | KKK XK
10 001 - 20 000 X XXX X XXXXHKX X XXX, X XXX XXX X, XXX X KKK KKK XXX
20,001 - 50,000 XXX XK KKK X XKX XXX KKK X KKK KKK K, KKK KKK
e 50001-100000 X0 X00(XXX_XX0K XX00X XK XXX X0 IKK
100,001 - 500,000  x,XXX XXXX XXX XXXX XXXXXXX XXXX XXX XK X XXX KKK

Over 500 000

X,X00 X XXX XXX X 0K XXX XXX X XXX XXX

KXHK, K XUX XXX

280-360

o

Deaso

040+ 1604280
410 '0S0HTOHR90
060+150+300
OO+
DBG+200+320
0902194330
460 10042204340
470 11042304350

Total Time Deposits

€ IO XK, KK XX XX XXX XK, XHKK, KK XK XK XK XX, K08 KR XK, XX

X X x X

ALL Deposits - )
500 OrLess X XXX X X000 X XXX X XXXXXX X IOKOK KXRK X XHX, XXX
501 -2 000 X0 X XXK 0 X, XXX X XXX, XXX X XXX XXX XXX K KKK KKK
2001- 5000 X300 X000 XXX XXX XXOKXXKX XXX XXX X XXX HIOXK (XX
5,001 - 10 000 X XXX XXX XXX XXXX XOOKXKX X XXX XXX X XXX X, 00, XKX
10,001 - 20,000 X XXX X000 KKK X XXX X XK XXX X, XK XXX K HKK XXX KKK
20,001 - 50,000 KK XJOKXHKK X XXX XXX XXX X XXX KK R KK K XK XXX
50,001 -100,000 XJOK XXX X XXX XXXXIOK X0 K PO X XKK IO
100 001 - 500 000 X XXX X X0(XXX X)X X XXX XXX X XXX X0 XXX X0 XXX
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Deposits Liabilites by Amount Range

Total ALL Deposits

As of 31 December 1995

X X X ’ X
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Share Capital Report
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3104CSA
Capital Stock Account
As of 31 December 1995
) Authonzed Shares of Stocks
Preferred ~ Common
Particulars Shares Par  Soum Value Shares Par Soum Value Total Amount
Value Value Authorized
(8) © . ©) ® F) () | (H)
iAuthonzed Capltal e o i a
§ 1st Auth dd, Month Yr 300GXXGXX XX XXX OO, XXX, XX XXX, XHXK, XX xxxxx FOCXKX, KKK, XX XK, X0, XX
i X X X X X
! 2nd Auth dd, Month XOOX000XX XX, XXX JO0OMK XK, XX XXOGXXX, XX XO6XXX XK, X000 XX XIO00K, XXX, XX
Yr X X X X X
' 3rd Auth dd, Month Yr vxxx.)ocx,xx XHX,XKX JOOOCK, XXX, XX XO00XHKXX XX XX, XXK XX §>ooo<x.)oo<,xx
X, X X, X X
nth Auth dd, Month Yr 00¢000XX  XXXXX  XXXXKIOKXK  JOOGXXKXK XKXXK XOO0KK, X000 XX | 00K, XXX, XX
X X WX, L X
Tota) Authonzed Capdal 00I0XX LXK JOOKK XXX XK HXKIOKXK XX, XK HOO0K, XXX, XX KIKKKK, XK
X . X X X: %
~—r’
f . Bubscription Receivable
! Particulars Shares Price  Subcnption Subcnbed  Subcnption  Subscription ! Paid-In
T . /Share _Amount __ Capital Stock _Payments _ Receivable i Surplus
n () ‘.‘9 (L)BJXK LM)=JXCorF (N) (O)=L-N t (P)!L-Mw
' BegBal PREFERRED 200X XX IO0X00 XO0004, X000 XX XOXKX, XXX XX XK, XXK, 00 JOOOKK, KK, XX XK, XHK, XKK
X X X X
+Add Subscriptions TM 500 XXXXX XX, XXX X000 XXX XX XXXXX, XXX XX , XK, X006, XXX
x t
. Subs Payments TM T 00K, XXX, 300K XXKXK, XK, XK
x t
. Less Fully Paid Subs KK XK XK XKXXX OO0, X000 XK X000, XXX, XX
X, X, X
EndBal PREFERRED XXXJ000XX XKXXX JO00KK XXX, XK X000 XXX, XX XXX, IOO0XXX  XXHKK, KKK, XK | 300K, X0(, XXX
. } X . X X X
i
"BegBal Common Shares  X0¢)00XX XX, XXX 0000 00K XX 300000, XX XI0K,X00K, XKX X000, XK, XX | 00K, XOKK, XX
t X, X X X
{_ Add Subscriptions TM  X00(XXX,XX  XX,XXX XXO00KXXK,XX XXX, XXX, XX XX, X0, XXX
i X . X X' .
f Downpayments XK, XXX, JOOK  OOKKK, XK, XX
) ™ X X f X
| Less Fully Paid Subs XOO0006XX XX XXX X000, XXO0XX XXX, XXX, XX
X X X
. EndBal Common Shares xxxxxxxx xx>o<x JOCKKK, 00K, XX xxxxxx>o<xx xxxxxxxxx mxxxxxxxmxxmxx:oc
b X X X'
‘ : : % %
T 2
Total Subcnbed Shares  2006X00¢XX XOVOKXIOGRX  XKXIGINHIH « XK KKK, XX JOXKK, XHKKK | KKK, 300X
X . X x *,
T “tssued Shares of Stocks )
Particulars Shares Par Issued
Value _ Capital Stock
: Q) JNL.O IO NN I

BegBal PREFERRED

Add Fully Paid Subs
™

EndBal PREFERRED

XXX X00XK XX,I000 30000, 200, XX
X . X
X, X

XXX 000KX XXXXKK 2000, XXX, XX
X X

L4

- — -

-~
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3104CSA
Capital Stock Account
As of 31 December 1995

3 Add Fully Paid Subs XXX, XXX  XX,X00€ Y0000, XK, XX

{ TM X, X

3 { EndBal Common Shares XXX, 00(XX  XX,XXX XXXXX,XXX,XX

| e

Total ssund SHares  AXXXEXNX " ooootnoxxs

§ Y v ARV VIVE WA YW WA e v o wxw WY W g\ "w < xv

e s freasury Slocks e

§ Particulars Shares Pnce  Treasury

) /Share Stock

: {u) ) . W) {X)

| PREFERRED Shares  00XJ00GXX XXX X000, X0, XX

! X X

{ Common Shares XXXJ00GXX  XK,XXK  JOOKXK, JOK, XX

) x x
g‘rfga“‘r Y “@W LT T T R KRN R
;a%’ 5 vv ""'5“‘ "’?ﬁoﬁ- St Fov e ond Nv-/mémmo M\W\rd\x

~



Reports which should be revised before Use



General Loan Reports

Loans Receivable by Economic Sector
1514LES

Loans Receivable by Client Type
1524LCT

Loans Recetvable by Purpose of Loan
1534LPL

Loans Receivable by Loan Term and Security Coverage
1584LSC

Loans Recetvable by Maturity and Weighted Interest Rate
1594LIR

v
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1514LES

Code Forenula
010 Loan Term

020 Economic Secter
930  FognondeBector
848~ Egtnomic Sector
0950  Economic Sactor
060 Eeanorue Sector
Q70 Econemue Sector
080 Economic Sector
090 Econoims Sector
100 Eoononmc Sector
116 020.40G

120 1219913199
130 110 128

%0 Loan Tarm

160 Econonmuc Seetor
170 " Economic Sector
180  Ecopomus Sector
190 Economg Sector
200 Economic Sectar
218 Econonue Seclor
Eranenuc Saclor
Eeonoruc Soclor
Economic Sedo:
st 160246

200 1339914398
210 250-260

%28
230
248

280 Loan Temn

308 " EconomiaSector
310 Enonomic Seslor
320 Econcnic Sestar
330 Econonue Sador

v e M e e

340 " Economs Seetor

350 Econonus Sector
360 Economic Sector
379 Euonomic Segtor
380  Economic Secior
300 200-380

400 14599-1579%
419 390400

450 " Loan ez
440 DR 1604300
450 MG
460  040+1B0+320
470 050+190+330
480 0602004340
450 070€210¢350
500 080+220+350
" 51t T oa0 a0 FG
520 12404380
$30 440520
548 120+260+460
550 830540

All Loans

Loans Receivable by Economic Sector

Loan Term
Economic Sector

(A (B)

Short Term Loans
Industnal Sector
Agricuitural Sector
Forestry Sector

Transport and Communications Sector
Construction & Civil Works Sector
Trade and Public Catering Sector
Logistics Supply and Sale Sector
Housing and Community Service

Other Sectors

Total Short Term Loans

As of 31 December 1995

Cursent  Restructure  Overdue?
4

%]

ER s e R
%,300¢, 300
X, 3006, 00K
FKIOXJNK
X% 200, XXX
206K XX
KK, KX
K XXX
KX K
X XKK, IO

Less Allow for Probable Losses

Net Short Term Loans

Medium Term Loans
_Industnal Sector_

Agricultural Sector
Forestry Sector

Transport and Communications Sector
Construction & Cwil Works Sector
Trade and Public Catering Sector
Logistics Supply and Sale Sector
Housing and Community Service

_Other Sectors__

™ Total Medium Term Loans

¥,208, 000
3, 200¢ X0
HXHO(XKK
XXX,
W, XXK, KR
X300, 0
300808
X200 6K

e “

XHXHX XK

Less Allow for Probable Losses

Net Medium Term Loans

Long Term Loans
Industrial Sector
Agrnicultural Sector
Forestry Sector

Transport and Communications Sector
Construction & Civil Works Sector
Trade and Public Catering Sector
Logistics Supply and Sale Sector
Housing and Community Service

Other Sectors
Total Long Term Loans

X300 308X
pAer st d
200,300
%2003

3

X KKK X304
X XHK K
00, XX
23008, 00K
WA

Lass Allow for Probable Losses

Net Long Term Loans

Industrial Sector
Agrcuitural Sector
Forestry Sector

Transport and Communications Sectar
Construction & Civil Works Sector
Trade and Public Catering Sector
Logistics Supply and Sale Sector
Houstng and Community Service

Other Sectors
Total All Loans

e W MM eaeAes emaseAt A W e

A RKHK K
AKX XA
300,300
X300, Y00
X000 0%
22008, 008K
2200,
K0 XX
X 330K
3K KK XA

“ e

Less Allow for Probable Losses

Net All Loans

)

H KN
X, IO KN
X, Y004 300K
presr s d
potss e ad
32000 00X
H XA XX
KKK
0K, 300X
XK, 00, XK

%2000 XX
XXX 0K
0L 0K
HIORK XCRX
X 00 X00%
X008, 200
X008, 25X
3,006,300

XX X

2300 300
RO
X000,
%X X0
KR 0%
2N, 300
2,300, 0K
X300, 0%

MR IO KR

o W W

HLXHA, KKK
XX
#3030
X300 300K
X, 3008 KK
K008 XXX
3,2000,X5K
KK X0
AR KR
KK HUA XA

1 All Overdue Medium and Long Term Loans are classified under Short Term Loans

wansasr

‘total %
SN

e s M AT A

&W Wy
RROLG SR
EAXRLK et
KRLCRRA 30030
BHEXIK 20000
KRICERON | X208
ROLIOE XHAK.
XX AKX KKK
X000 KRG KKK
X0 0K XKL IOTIK
)'Xxx

X,500¢, X0
X XX XXX
X Y00, X0
X XXX, 300K
X X0 XXX
X XXX X0
XXXX)OO(V

WA WA WU e

0L
- RIS -
v
N

- -l A A veaw AR A
LXK 30008
BORAIIN | WAL
XWW” WA

s V\M\.m«.n%«“!a: - j“‘]w:ﬁ

- R XXk
IR o o A
XRX0K™ XXX
L. XROLOM XN
¢ Xfm“ww X
- NW e
COREHEERREK
XI00X0K IO LK,
X 200K 300X R s Sl 2 4
X000 XKHBERGE XX
XXX KRERERC Kbt
X 300 XXX EA B v Rt
X 30X XXX FHEEHEK 204
X0XXX | KOOI, RHN
X000 XXX &
X0X0K | IR XK 8K
XX 00000 4 K0400 -~ KEE KK
HRUKAR,
206 X00E 000

W



Bank ID/Bank Name
1524LCT
§ Loan Term / Client Type
Gode | Fomuls .
@10 'toanTerm Short Term Loans
020 Cliert Typo Other Banks
030 Glismt Type Government
040 Clkat Type Individuals R
050 Cllent Type Private Enterprises
080 Shant Type State Enterprises
970 Chent Type Joint Ventures
080  Client Typa Partnerships & Corporations
0% 620086 Total Short Term Loans
110 }oan‘term .Medium Term Loans
120 Gheit Type Other Banks
130 Clisnt Type Government .
140 Cliant Type Individuals
150 Chent Type Private Enterprises
160 Clent Type State Enterprises
170 +Cliert Typa Joint Ventures
180 Clert Typa Partnerships & Corporations
, 9o 120480 Total Medium Term Loans
, R0 oo Tom _Long Term Loans
20 CledtTyps ~ OtherBanks = = .
30 imm’rypc Government
24 ihant Type Individuals
a5 &henﬂm Private Enterprises
- 260 }clmTypaM“ State Enterprises e
270" Ctiont Type Joint Ventures
, 20 "Client Typo Partnerships & Corporations
, W0 220280 Total Long Term Loans
_ 910 teenTem All Loans e
320 020412002208 Other Banks
< I E A & Government
B 0400240 individuals
3BO OSOLISOIS0 - Private Enterprises
, immmeo State Enterprises
, o iﬁ?ﬂﬁ?ﬁ*ﬂo Joint Ventures
380 0B0+18092680 Partnerships & Corporations
L0 320280 *Total All Loans

Loans Receivable by Client Type
As of 31 December 1995

A Al Overdue Medium mand L Long Term Loans are classified under Shoit Term Loans
1524LCT Version 1 0 Page 1/1

Current | Reshuctured  Overdue? Total % Allow for Nut Tats
. . Losses
—— . B e © i B _ f L6 A0,
X X0 XK X, XX, KK X Y00, 300€ X000 Y0XI0K] X Y0040, X000
X, 00X, )00% X200, 200K X XXX, 00¢ X000 XK X0 X 300¢ XXX X200
- XOOEX0E %IOKI0K_ X00G00 X000 00! X0X0X, X100
X X0¢ 100K xmt,xxx X004, XXX X000 0K XKXK x XK, 300K 500
¥ K04 2006 XK 0K X 300¢, X00¢ XK XK KX XK X 200¢ 200K X0
X, X006, Y00k %,5004,0K X 300¢ X00¢ K0 X0 X 300X, X00¢ X300
X004, 300¢! ¥, 00, X056 X 300, X0} X000 XK XXX XN
XA YK XK, XK KKK X0X,300K 300K XX, )00, 00K :ooc:ocg XX 004, XXX XK 00
3
xmw% %3004, 500X X00000K 30008 X 300¢ XXX X500
X 00¢ 004} UXPUIOX b 0000 | 0e  X0X0xX | %00
X K00¢ 3004 X, 300430 X000 KKK X 00€ 00X X300
X K06 X004 X 008 Xo0K XXX XK XXX X X000 XXX KX
X,5006,300, 3,2004,0¢ X 00K 00K XKXE X 200¢ 300X X300
L. X0 3,300€,356¢ X0 XK X000 X0
X XXX KK XX XKL, X0 0K XML X, 00X, 300¢ X0
x:g»tkai XX 2004 XXIO0K XK WKI0F XK, X000 300 XK0K
. 3(,:Lm“,ggotz~ L o0 X 2006,00¢_ X%} X 300,30 K00
KI00¢ 100K X IO X 30060 KERK X, 300X, 00K X300
X,5006,300¢ X,004300%; X,X00300C XK X 300K 00¢ 300
X304, X004 X,000,20% X0 XK XK X X00¢ XX 230
L XXOO00 | %X06000 . 1 xoo0eo e X000 X0
. X200 XXX 300 XK X, 003000 00K, X000 X300
X0 xxxi X, K% X000 00K X600 X, X00K, 300K 00
200, 26508,200¢ XK, 300%,X00¢ 300 00X X000 206LXK, XX 300K YK XX, 560
T oot X0G0N, X000} X000 KKK X,00€,500¢ 300
X %0400 X00LM68 X, X004, 300¢ X0000X KX RK; X 300 300X X%
K00 X0 K200, 006K X X0, XXX AKX XXX X, 00 X0 Koo
et oo vt %000, X%, SRR X000 XX0G0X XX XXX KXo
X000 XXX H,XEAKOC X XXX, 300K XJOXIOK  HKRIOK X 300,00 RI0X5
, IR0 XK XK X, 300,300 X000 HHKHK X 300X 300C, , %00
X, %00X 00X %3001, XX X 200¢,00¢ X 0K 0K J0LXK] X 200 200 X300
e e NIRRT WLIORIOX XK, X000 XK XXX 0 2006 XK} KNO0O0K I

\O\Jﬁ.
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1834LPL

Code Farmula
010 Lomp Tarm

020 Putpose of Loah
030 Purpose of Loan

B0 Purposaof Loan

060 Purpose of Loan
410 Pupose of Loan
neo  020-a70

090 1219913199
100 086 090

120 Loan Term

130 Purpose of Loan
340 Purpose of Loan
50 Pumpose of Loan
170 Purpose of Loan
180 Purpose of Loan
190 ~ tao-18a

200 1339514399
010G 200

230 Loan Term

240 Parpose of Loan

26  Purpose of Loan
260 Puepase of Loan
260  Purposs of Lodrs
29¢ Purpose of Loan
00 300380

310 1459318799
320 390400

340 Loan Term
/G 020+130+249
360 030H140+250
310 G40+150+260

200 " OGOHTONRY

400 Q70180240
410 356400

420 09+200+310
430 530 840

" All Overdue Medium and Long Term Loans are ciassified under Short Term Loans

Loans Receivable by Purpose of Loan

Maaettaes setn

As of 31 December 1995

Loan Term " Gurent Restuctured Overdue' - Tofal %
Purpose of Loan

A (B) (& ) {E) e

Short Term Loans
Waorking Capital R0 HX XXEHRK X0 0K KXRCERE WK%
__Export/import X300, X0k XJOUX0E X000 KRN KKK
Fixed Assets 1,200, 5000 KX0OHOE X, 300K, 300 X XK
Goverment Directed RO XK XMXEXKE  X0000K  KREKRIN MK
Others X 900K, 3004 XL X000 RIMKE WKRN

Total Short Term Loans XX 300X XXX KOOI 00000 XRIEON0E 006K
Less Allow for Probable Losses XRAIK

Net Short Term Loans JOL IO X

Medium Term Loans R
‘Working Capital 200, XK KK, KIOUIY, WX
Export/import X X004, 0% X Y004 Yo% L 06
Fixed Assets KN K0 K %04 300 XINEIER KKK
Goverment Directed KR KK P 4 KXENIRA AR

. . Ofthers . X, 00K X0L, X, X004, XK, HRKAHE WX

Total Medium Term Loans XXX 3008 X0 X0 X004 LI R XK
Less Allow for Probable Losses B2

Net Medium Term Loans K,

Long Term Loans R . e e—— =
Working Capital 3 00008 EPee B e RIORIORK KX
Export/import XIRK 0K 2008 00K s R 08
Fixed Assets 30U, XK, K000 RIOGLNE WA
Goverment Directed X200, XK X X0, 3000 KO WK
Others X JORK KK, X 00K MXX, L kXedet Roi

Total Long Term Loans X506 5000 K000 WM REHRK
Less Allow for Probable Losses L ko

Net Long Term Loans X0E

All Loans m::i“wm .
Working Capital K K0 KEOLH0E X000 XIKIE KK B
Export/Import XK IOK XXM X000 TRXTKERN R
Fixed Assets o XXUNNK | KUK XXX KRGO K
Goverment Directed 3 X000 X304 XWO(000 X0000X  RINRIOK KEXK
Others 5,358, XK XK X 0000 T KRHKKIE KK

Total All Loans 3K, X004, 304 THGOLRL 000001000 IO HEK XX
Less Allow for Probable Losses peo Ao

Net All Loans ALK

\&



Bl G I V46al7 LdCAS BN DKM D S0

1584LSC

£ode. Formula
046 Loan Term

030  Sequsty Covarege
040 Sucurity Covernge
050  Senunty Covmragn

100 “SecurtyCoverage
0 030190
1O 1219913199
W Me 120

[ERVERETEVNRTEVITYS

180 “Loen Taem

170 Secunty Coverage
180  SecustyCuvatgs
131 Secuily Coverage
200 Senusty Coweage
250 Secunty Gavarage

Loans Receivable by Loan Term and Security Coverage

Third-Party Guarantee

Total Short Term Loans

Less Allow for Prob Losses

Net Totaj Short Term Loans

Medium Term Loans

920 Sacunty Sovenage
200 SenustyCovicge
24 Secunty Caverage
250 1700240
260 “t3aes-tetmR

_Deposit

Motor Vehicles etc
Inventory
Real Estate
Equipment
Bonds
Shares of Stocks
Third-Party Guarantee

Total Medium Term Loans

Less Allow for Prob Losses

Net Total Medium Term Loans _

Long Term Loans

" __Motor Vehicles, etc ___

Deposit

Inventory o
Real Estate

Equipment

Bonds

3 200 30
ANE  15180-15508

A A

Shares of Stocks o
Third-Party Guarantee

Total Long Term Loans

__Less Allow for Prob Losses

Mraen wane A AW thee WA SR W W W W e - -

XRXEX XN X300 XXX

As of 31 December 1995

Loan Term / Secutity Type Current Re- Overdue'  Total %  Value of
structyred . . Secunty ;
(A {8) (©) (B} (E) Fr o« " :
_Short Term Loans e
Deposit XJOKI0K X000 X000 X000 XXX X,00(,300¢
Motor Vehicles etc XX X000 X000 X0 XKXX X,X00(,0K
Inventory X006000  XJ00OK X0 H)00000 06 X000 30K
_Real Estate LXK KKK X000 X000 XX KK X 00000
Equ:pment XX0000  X00000 X000 X000 MKXK X000
Bonds IO XJOXNK XJ00K0K X000 300HK X000
Shares of Stocks AXKXRK 000 X000 X00000  KXMK  X,3000XK

[V S e v

L B0, )00( WKA006 30,0, XXX XXXXX,XXX MK X, 2000

3000, X0
XX,300¢, 500

X, 0060000 X0 )00 X,J000 )00 KKK _X,00(0K
X000 X 000,000¢ X300, XXX XXXXV %,300¢,300¢}
RXXXXR X000 00¢ X000 XKXK X, 00300¢!
XI00606  X,J00K,00¢ XJ00(00C 30600 X,X000,00K,
KKK XK X000 XKKK X 300063000
X000 X050 X000 XXX X XXX,XXX
X 006000 X000 X000 K X, 100000

I000I00K KKK )00 Y00()000 J00LI0E XX Y00 YK
200K, XXX ’ i
N XXX,

-~ *
. H
RXEKHRK K XENX0% X000 XRAK X ook ou]
X000000K | X006X00X X000 UK, X X000
X000 X00(00 X0K3000  XKIK X, )00, 00K
K00L000 X, X000 X00000  XKXR X 006300
X,J006000 X0 XXX X000 06K XI00(0KK,

_XXOGXRK XRKX0E XJ00000C XXXKK X000
X, 00000 X 00()00¢ XJ00(I00K  FHKK  X,00K,00K!

< - <
XX J00(, 000 XXX XK X0X,D00K, YOO
300K, X00C

A 8
430 Loan T

450 QI 170+310
AG0 T D4D+IB0NE2Y

Tar0” Duot{ediERT

A 0602001340
ag0 “GIGeR1DaS0
500 BOGVRR04360

10 00OH230+3R
520  Secunty Gaveitagn

S0 320090
$0 12042604400
§60 830 W0

w
AN~ _a

LY T S

Net Total Long Term Loans

All Loans

" Shares of Stocks

Deposit

_ Motor Vehicles, etc
Inventory

Real Estate
Equipment

Bonds

Third-Party Guarantee

Total All Loans

Ne LR WAAML MR L M A L WA SRS Seee

“Less Allow for Prob Losses

Net Total All Loans

-

e - £ a

A —— e [y ———— e

20K, X0, XXX

AXKEXKA XO0GO XX0K  X000K  KKXK  X00K,00K
X00L00C X000 X000 X000 I0CHK X0 0X
XIOHK  XHKKXK X X000K X IH000I00( XKKK, X, 100K, 300K
XROOK X000 X000 XI00000K  XRXK  X,300¢ 30X
X000 X0 X000 XXX x,m,m> )ot.)og X%, 200X
e KOO XRCXRK X OKOX | X0KOX | KAKK X300 300X
X00000C X000 XX, XXX X0 XXX KKXX x,m,)otx‘
+

XG0 X6000I00C X000 X000 YRR XK 306 J0000K

200,30

XX, Y00, J0K

- AL T e -
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1594LIR
L.oans Receivable by Matunty and Weighted interest Rate
As of 31 December 1995
3 Weighted Interest Rate'
3 Loan Term / Status BegBal Payments EndBal Short Medium  Lang
_ This Month ~ ThisMonth  This Month  Termi Term  Tamm
, Cods  Formula @ . @ G © &\ _f =
10 Bess Current Loans . :
rd
W Dt Shoit Term ,
4 Loan Term 1-30days XOEXKK X XKXIOK XK, XKK MK .
% LoanTemm 31 - 60 days XO0XXX  XOXXOK XJO00XXX EXHEXH ,
80 LaanYann 61 - 90 days X XXX, XXX X, XXX, XXX X000 XXX XXK XK
0 LoanTernn 91 - 180 days X 300K, XXX X, XK, XXX XK XX XoEs, %%

LB bt .. 181days-1year XXX XKXXXK - XXX XK
gd Total Short Term OO XXX, KKK KKK KKK, XXX XXX XXX XXX .
119 Qesc Medium Term )

_ ¢ W0 lLoanTemn Over 110 2 years X XXX XXX X XXX XXX X XXX XXX LXK XX
130 LoanTamm Over 2 1o 3 years XXKK KKK XXOKXXX X XKK, XXX ¢ XXX XX
W0 Laan Yonn Over 3 10 4 years XK XX X XKX XXX X,XXX,XXX XXX XX
150 LoanTomn Over 4 to 5 years X, X0, XXX X, XXX, XXX X, XXX, XXX X0 XX :

L mew . TotalMedwmTerm | 000X XX 0XXOXOK XXORXX

160 Desc Long Term ,
180 iloan e Over 5 to 10 years X XXX XXX X XXX XXX X XXX,XXX R KRR IR
200 Loan Tem Over 10 years X XXX XXX X XXX XXX X, XXX XXX 8 X000,%% »
219 190200 Total Long Term XHX JOOKXHKK XXK XHK XKK XK, XXX XXX
20 ‘9041505210 _Total of Current Loans ’ XOOEXKE, XK XK, XXX XXX XK, XXX, XXX

o whnn o s e oo e e o b o s - - e e e — v
260 Overdue&Under Litigation . ;
260 :Loan Status Overdus X000XKK  XOXXX XX0GXKX X06XK XXX XX | KEX, X%
270 Loantalus Under Litigation XXXX XXX XJOK0K X0 XXX XKM R 0K XX XKXHX
280  268-270 Total Overdue & Under XXX JOOK XK XXX, XO00XXX XK, KK, XKX

. e Lt ) . ~ ) e e - .
- H
= W0 250260 Total of All Loans XX XXK, XK X, XXX XO0XX X, XXX, XK, XX :

X X X 3
! Computed as Total Loan Interest divided by Total Loan Principal multiphed by 100




Asset and Liability Analysis Schedules
(Based on Orniginal Maturity)

Bank Assets Analysis
Schedule 4 of Normative 10

Bank Liabilities Analysis
Schedule 5 of Normative 10



AS of 4 ”

Schedule # 4

Bank Assets Analysis

199

Terms categories (Days)

Characteristics Not | 1-30 | 31- | 181~ | Over | Tota
time 180 365 365 1
d
Code A B C D E F G
ASSETS
1 Cash and other Cash
Documents
2 Due from CBU
3 Due from other Banks
4 Trade Accounts - Net
5 Bills Purchased -~ Net
6 Clients’ Liabilities on
Bills of Exchange under
Letters of credit or Trust
Documents
7 Clients’ Liabilities on Not
Paid-Off
8 Loans Granted to CBU
9 Loans Granted to other Banks
-~ Net
10 Loans Receivable
10 1 | Short Term
10 2 | Medium Term
10 3 | Long Term
10 4 | Total Loans Receivable
10 5 Minus Probable Loan
Losses Reserve
10 6 | Loans Receivable - Net
11 Loans and Advances in the
process of Court Precedence
12 Investments - Net
13 | Due from
Headquarters/Affiliates
14 | Accrued Interest Receivable
- Net
15 | Bank Premises, Furniture,
Equipment - Net
16 | Real Estate and Other
Private Properties
17 | Unrealized gain on
revaluation of foreword
transaction
18 | Currency Trade Account and
Currency Position
19 Settlement & clearing
accounts
20 Government Account
21 Other Assets
22 TOTAL ASSETS

W



Schedule # 5

Bank Liabilities Analysis

As of # " 199

Characteristics

Maturity (days)

Not | 1-30| 31- | 181-
Time 180 365

Over
365

Tota

B C D E

¥

LIABILITIES

Deposits

Demand Deposits
Saving Deposits
Time Deposits

Total Deposits

Due To CBU

Due To Other Banks

Managerial Checks

Outstanding Acceptance -
Foreign

Ioans Payable

Short Term

Medium Term

Long Term

Total ILoans Payable

11

12

13

Due To Headquarters /
Affiliates

Accrued Interests Payable
Other Deposits of Clients
Unrealized losses on

& other prolonged credits
Settlement & clearing
accounts - Credit balance
Government Accounts - Net
Loan Balance

Other lLaiabilities

revaluation forward accounts

14

| TOTAL LIABILITIES

I T

EXTRAORDINARY CIRCUMSTANCES ACCOUNT

15 Financial Trade

16 Guarantees

17 | Other Extraordinary
Circumstances Account

18 Total Accounts of

Extraordinary Circumstances




Reports Needing Development



Draft
Reconciliation of Retained Earnings



RECONCILIATION OF RETAINED EARNINGS

SOUM

Retained Earings,as Reported at the end of Previous Calendar Year

Plus or Minus Prior Period Adjustments Not Reflected as of that Year End

Equals Adjusted Retained Earnings

Plus or Minus Cumulative Net Income or Losses for the Current Year

Less Cash Dividends Declared- Common Stock

Less Cash Dividends Declared- Preferred Stock

Less Stock Dividends Declared- Common Stock

Less Stock Dividends Declared- Preferred Stock

O[NP (W[N]

Equals Current Balance, Retained Eamings




t

Draft
Investment Securities and Trading Account Assets



t

Investment Securities and Trading Account Assets

Part 1- Investment Securities

Book Value

Market Value

1 Investment in Government Bonds

2 Investment in CBU Bonds and Securities

3 Investment in Private Bonds

4 Investment in Eurobonds

5 Equity Investment- State-Owned Enterprises

6 Equity Investment- Private Enterprises

7 Investment 1n Other Securities

8 Total Investment Securities

Part 2 - Trading Account Securities

Book Value

Market Value

1 Government Treasury Bills

2 Government Bonds

3 CBU Bonds and Securities

4 Government Corporation Securities

5 Eurobonds

6 Private Securities

7 Other Securities

8 Total Trading Account Securities

Part 3 - Trading Account Precious Metals and Other Commodities

Precious Metals

Precious Stones

Precious Coins

Other Commodities

| |wrafm

Total Precious Metals and Other Commodities

Memo Item

Total Securities pledged for public deposits

Investment Securities Portfohio

Appreciation (Depreciation)

Trading Account Securities

Appreciation (Depreciation)

Trading Account Precious Metals and Other Com

Appreciation (Deprectation)




Draft
Liquidity Analysis



Liquudity Analysis

Part 1 Liquid Assets

Category

Soum

1 Cash

2 Due from banks

3 Government Securities One Year or Less Matunty

4 Government Securities with Greater than One Year Maturnity

5 Loan repayments due within 90 days

6 Other Readily Marketable Secunities

7 Total hquid assets

Part 2 Cash and Liquidity Ratios

Percentage

1 Cash Ratio

a Total cash divided by average

assets of the current quarter

2 Liquidity Ratio

a Total hiquid assets divided by average

assets of the current quarter

Part 3 Economic Normatives- Liquidity

Percentage

1 Calculation of N3 Ratio

2 Calculation of N4 Ratio

3 Calculation of NS Ratio

Memo Item

Average assets equals the month end total assets of the previous

three months divided by three

A



Draft
Analysis of Income and Expense

qff‘) o



Analysis of Interest Income and Interest Expense

| Category

Soum

INTEREST INCOME ON LOANS

Loans to CBU

Loans to Other Banks

Loans to Government

Loans to Individuals

Loans to State Enterpnses

Loans to Jont Ventures

e [e [=]o [o|@ =

Loans to Private Partnerships and Corporations

h Other Loans

1 _TOTAL INTEREST INCOME ON LOANS

2 INTEREST INCOME ON CORRESPONDENT ACCOUNTS

a_Dus from CBU

b_Due from Other Banks

¢_TOTAL INTEREST INCOME ON CORRESPONDENT ACCOUNTS

3 INTEREST INCOME ON TRADING ACCOUNT SECURITIES

a. Government Treasury Securities

b _CBU Bonds and Secunties

Government Corporation Securities

Pnvate Secunties

c
d. Eurcbonds
B
f

Other Securities

|gTOTAL INTEREST INCOME ON TRADING ACCOUNT SECURITIES

4 INTEREST INCOME ON INVESTMENT SECURITIES
a_Govemnment Bonds

b_CBU Bonds and Securities

¢_Private Bonds

d_Eurobonds

¢ _Other Secunties

f _TOTAL INTEREST INCOME ON INVESTMENT SECURITIES

5 OTHER INTEREST INCOME

a_Other Interest Income

6 TOTAL INTEREST INCOME

7 INTEREST EXPENSE ON DEPOSITS

A. Demand Deposits

a_Other Banks

b _Government

¢ _Indwiduals

d. Private Enterprises

¢ State Enterpnses

f. Jomt Ventures

g Partnerships and Corporations

h. Other Demand Deposits

t._Total Interest Expense on Demand Deposits

B_Savingy Deposits

a_Other Banks

b _Govermnment

¢ _Individuals

d Prwvate Enterprises

¢ State Enterprises

f. Jomnt Ventures

{|__g Partnershups and Corporations

h. Other Savings Deposits

1._Total Interest Expense on Savings Deposits

C Time Deposits

a Qther Banks

b Government

¢ Individuals

d_Prwate Enterprses

¢ State Enterprises

f Jomt Ventures

g. Partnerships and Corporations

h Other Tume Deposits

1_Total Interest Expense on Time Deposits

D TOTAL INTEREST EXPENSE ON DEPOSITS

8 INTEREST EXPENSE ON OTHER LIABILITIES

a Interest Expense on Ot ding Acceptances

b _Interest Expense on Loans Payable

c_Other Interest nse

d TOTAL INTEREST EXPENSE ON OTHER LIABILITIES

9 TOTAL INTEREST EXPENSE




Draft
Changes m Equity Capital



Changes 1n Equity Capital

Category

Soum

1 Total equuty capital origimnally reported m the previous year

2 Equity capital adjustments from amended Reports of Income net

3 Amended balance end of previous calendar year (sum of items 1 and 2)

4 Net mncome (loss) year to-date

5 Sale conversion acquisition, or retirement of capital stock (met proceeds)

6 Surplus Reserves

7 Adjustments to Appraisal Values over Cost

8 LESS Cash dividends declared on preferred stock

9 LESS Cash dividends declared on common stock

10 Other items effecting equity capital Net

11 Total equty capital end of current period (sum of items 3 through 10)




Draft
Deposits by Client Type

il



N

Deposits by Client Type

Category Soum

1 Demand Deposits

a. Other Banks

b Government

¢ Individuals

d_Private Enterprises

e State Enterprises

f Jomnt Ventures

g Partnerships and Corporations
h. Other Demand Deposits

1 Total Demand Deposits

2 Savings Deposits
a Other Banks
b Government
¢ Individuals
d. Private Enterprises
e State Enterprises
f Jomt Ventures
g Partnershups and Corporations
h Other Savings Deposits
1_Total Savings Deposits

3 Time Deposits
a, Other Banks
b Government
¢ Individuals
d_Pnvate Enterpnises
e State Enterprises
f Jomnt Ventures
g Partnerships and Corporations
h Other Time Deposits
1 Total Time Deposits

4 Total Deposits

Memorandum Item
1 Has the bank failed to pay any depositor exther nterest or principal when requested to do so during the quarter?




Draft
Miscellaneous Information



MISCELLANEOUS INFORMATION

1 Has the bank appointed any new admunistrators (executive officers,directors, or audit

committee members) during the quarter?

2 Have any natural or juridical persons or groups of natural or junidical persons

purchased new or additional shares of stock so that the percent of ownership in the

mstitution 1§ greater than or equal to 10 percent?

3 Has the bank acquired any ownership in any other financial institution as a result

of acquiring an equity interest 1n a financial institution 1n lieu of repayment?

4 Has the bank engaged 1n any significant new financial activities during the quarter?

YES/NO

5 Has the bank failed to comply with any of its economic normatrves at any time during the

reporting period?

6 What 1s the total number of employees 1n all offices, including admimstrative offices

branches, agencies and subagencies?

7 What 1s the total number of offices of your bank, including administrative offices, branches,

agencies, and subagencies?

AMOUNT




Financial Restructuring Technical Assistance

Financial Sector Reform in Kazakhstan/Uzbekistan

Final Financial Report
ADMINISTRATIVE INFORMATION

International Business & Technical Consultants, Inc
Contract # EPE-0005-100-5056-00
Task Order # 10-00140-1IBTCI-09
January - December, 1997

Total level of effort 2,195
Level of effort (Jan - Dec, 1997) 0
Cumulative level of effort 0
Unused level of effort 2,195
Total budget $2,853,718
Expenditure (Jan - Dec, 1997) 0
Cumulative expenditure todate 0
Balance 2,853,718

International Business & Technical Consultants, Inc
Final Report



