Public Disclosure Authorized

Public Disclosure Authorized

Second [rrigation and Drainage Improvement Project
Funded under Loan Agreement No. 8277-KZ
between the Government of the Republic of
Kazakhstan and the International Bank for
Reconstruction and Development

Financial Statements for the Year Ended December
31, 2018

And Independent Auditors’ Report

m—

|




CONTENTS

Independent Auditors’ Report
Financial Statements

Statement of Receipts and Disbursements of FUNDS .......ceovevrniveinrineeninsensonsenennn, 1
Statement of Comparison of Budget and Actual AMOUNS..........vvvvveviverseeenreineinnnn, 2-3
Statement of Disbursements By COMPONENt........uivieeeeeeirerrereeireereeseesnsereensannnn 4-5
Notes to the Financial StatementS. .....vuiviieiiiiiriiinieie e e eieerenresenernenrenens 6-9




Ten.: +7 727 331 31 34 TOO “8DO Kazakhstan”
Dakc: +7 727 331 31 35 yn. FaGaynnuHa, é
info@bdokz.com Anmatel, Kasaxcran

e — www.bdokz.com A15H4E3
Tel: +7727 3313134 BDO Kazakhstan LLP
Fax: +7 727 331 31 35 6 Gabdullin Street
info@bdokz.com Almaty, Kazakhstan
www,bdokz.com A15H4E3

Independent Auditors’ Report

To Management of the Second Irrigation and Drainage Improvement Project funded
under Loan Agreement No. 8277-KZ between the Government of the Republic of
Kazakhstan and the International Bank for Reconstruction and Development

Opinion

We have audited the accompanying financial statements of the Second Irrigation and
Drainage Improvement Project (hereinafter the “Project”) funded under Loan Agreement
No. 8277-KZ between the Government of the Republic of Kazakhstan and the International
Bank for Reconstruction and Development, which comprise the statement of receipts and
disbursements of funds for the year ended December 31, 2018, statement of comparison of
budget and actual amounts for the year ended December 31, 2018, statement of
disbursements by component for the year ended December 31, 2018, and a summary of
significant accounting policies and other explanatory notes (hereinafter the “financial
statements').

In our opinion, the accompanying financial statements present fairly, in all material
respects, the Project’s receipts and disbursements for the year ended December 31, 2018
and the cash position as at December 31, 2018 in accordance with the International Public
Sector Accounting Standard (IPSAS) “Financial Reporting under the Cash Basis of Accounting”
published by the International Federation of Accountants (IFAC), as well as in accordance
with the requirements of the International Bank for Reconstruction and Development.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Project in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (IESBA Code) together with the ethical requirements
that are relevant to our audit of the financial statements in Kazakhstan, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the
IESBA Code, We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Management’s Responsibilities for the Financial Statements

Management of the Project is responsible for the preparation and fair presentation of these
financial statements in accordance with IPSAS “Financial Reporting under the Cash Basis of
Accounting” published by the International Federation of Accountants (IFAC) and in
accordance with the requirements of the International Bank for Reconstruction and
Development, and for such internal control as management determines is necessary to
enable preparation of the financial statements that are free from material misstatement,
whether due to fraud or error.
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Independent Auditors’ Report (continued)

In preparing the financial statements, management is responsible for assessing the Project’s
ability to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends
to liquidate the Project or to cease operations, or has no realistic alternatives but to do so.
Those charged with governance are responsible for overseeing the Project financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with International Standards on
Auditing will always detect a material misstatement when it exists. Misstatements can arise
from fraud or errors and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

e  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Project’s internal control;

» Evaluate the appropriateness of accounting policies used, and the reasonableness of
accounting estimates, and related disclosures made by management;

¢ Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Project’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Project to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.




Independent Auditors’ Report (continued)

We communicate with those responsible for managing the Project regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

BDO Kazakhstan LLP

State License for Auditing Activities i
No.15003448 issued by the Committee for ||
{

Financial Control under the Minis .
Finance of the Republic of Kazakhsta RT3
February 19, 2015

June 03, 2019

MF-0000490, issued by the=ENEl
Commission for Certification of Auditors of
the Republic of Kazakhstan on October 10,
2017

6 Gabdullin St.,
Almaty, Kazakhstan




SJuUaWa)D}s JodupuLf asayy fo 14pd J0aBajui up wiof ¢ 03 9 wouf sadod uo sajou ay |

«uejsyyezey Jo angnday ayi Jo aunyndudy Jo Ansiuy ay3 Jo
$924N0saY J1931BM UO 333J1WW0)),, aY) asudiajul aieis uedngnday ay3 jo
BulunodJY pue Sujuueld 198png ‘Awetod] Jo Juawiiedaq Jo peay Sundy

eAOYaquiAyyey °s 'y

«ueisipezey
bam_:_z 3U3 0 S92IN0SIY JAJeM UO

Jo ongnday ayp h_o T ..:...

hwn\ [~
C68°Tr . 4 S568°TF - C68'ty
788°616°TT T6Z°cL0’9L 0£9°988°9 6TTIEL'YL E0O‘00E 0L 9TT'TLEY'Y Pafoid ay3 Japun ﬂ:ﬂiﬁ_ jejoL
= 3 . T . e B (s3d1933.) sasnypuadxa Jay3o je30)
- - - ) 7 - Z . ?.:_m.mv 550] 28URLIXD UBI3I0) 19N
788'6L6°'TZ ZGT'EL09L 0£9°988°9 LTTTEL YL £00°00€°0L ¢ILTER'V Pafo.d 3y} Japun sainjipuadxs 230
GoFELL 86/'6L 169°'€E 6/1L'Gt 619°LE 095°EL 3502 Suljesadp
60Z°94601 8£6°6R9°/ 129°06Z°C C16°106°T Fr9°9£0°Z LEE‘LLB SILAIDS ,5IURINSUO0D
GG LLL L)L L0 9728 ¥80°GhG'E GRS 124111 Los‘9zZ's P80°SPSE SHI0M
£65°8S Sy Ly :JANA 88F L 6£7°S 6¥2'T spoog
, ) SIYNLIANIAX3
LLL°T96°TT IGTEE091 6756269 8ZG'69LFL £00°00€ 0L GIS'69F'V 1alold ayy sapun sydiadad jejo )
e N i e e i -uelsyyezey
IGT'EE0‘9L IG2'EL0'91 £00‘00£°0} £00°00£°01 10 JUSWILIBA0S AUy Wouy s1uawAed 181G
C79°LL6°L = GZ9'LL6"L - - - sjuawded pang
006°£56*F = 006'156'F GIS'69r 'y o TAN T juncdoe 4o Juswysiuaiday
) S1di3D3y
e = = 965°S = 965G 1 Em:cmﬁ 1e se asuejeq ysed 1oafold
uejsyyezey Jo uelsyyezey 510110p $1
anqnday ays yo jo auqnday ay3 jo
1|01 JuUSWLISA0D) B} UeoT GYE| 1e301 USWUWIBA0D 3y}  ueoT gudl
LLI01) SP3a304d woJl) spagdold . S3J0N
8107 ‘L€ Jaquadag ysnosyl 810z

31EP UEIS 193044 243 WO} JUNOWR IAIIBINWINT

8107 ‘L€ laquadag papu3 Jea) 3y3 Jo4
SANN4 40 SLNIWISYNASIA ANV S1dI13D3Y 40 LNIWILVYLS

SJUBWSIRIS JeueLL ]

WIANNAMTATNA AN AR TP IARAL T 1A LI S SR e



5JuUaWalD3s Jotaunutf asay3 Jo 1iod 018Ul UD UIOf 6 03 9 wiotf sabpd uo sajou at ]

%8  LLE'WLT

FAR A L8L°\WWT - LBZI0LL 005°1L

%88 %68 1 G90°Z6L
%56 %56 %G6  809‘Lb 9Z€'EE 87'rL AN 619°LE 095l 51500 Bunjesadgp
%98 %.8 %58  898'817  80Z‘€S) 09969 0ZL'68L  6TPEEL 169°G5 S3JIAISS SJURYINSUOD)
%56 %G6 %G6 106" LEG'S 0L£'T 88b°L 6E2°G 6¥2'T S821AI35 pue $JoM ‘spoon
Supuiea] pue aoUR)SISSY [EIULYDD )
—— - ‘“juawadeuey yalold ucw:on._Eou.
%00 %00k  %00L 9b0°9LG  ZET'EOF  vI8TLL  9¥0°9LS " TET'EOF PISSELL . L
%001 %00l %001 9¥0°9/6  ZEZ'EOF yI8‘TLL  9¥0'9/6  TET'EOK rL8ZLL SBDIAIDS ,SIUBINSUO)
jJuawdojarag
Jesnynousy ¢ juauodwo?)
%00l %00l %001 LT6°LES  6VE'TLE 8L6°65L  LT6'LES  6PE‘TLE 826661
%00l %00l %001 LZ6°LES  6PE'TLE BG'6SL  LT6'MES  6PE‘TLE B/G'651 S3DIAIBS ,SIURYNSUO))
swasAs adeuleag
pue UOIRSLLI| JO SDURUIUIRYW
pue ucpieladp ‘Juswadeuey
ajqeuleysns :z Jjuauodwor
%L6 %L6 %L6  68B'EBL'EL TTL'BFY'6  L9L'GEL'V L9P'TBE'EL GELPCE‘s  TEE'STOY I e
%8 %v8 %8  808°876'L S9L°0GE’L £P9'846  T8B'0L9°L  PEYLZLL 8P7‘E8Y S3DIAIDS ,5IUBYNSUO)
%66 %66 %001  180'GS8°LL /65°867'8 pZG'9SS'E  SBS'LZL'LL 1L0G'9ZT'E ¥80°GPS'E SHJOM

ainjonaisedju) swajsAg adeulelqg
pue uo(IeaLll| JO UOLIRZIUISPOW
pue uonjelljigeyay i juauodwio)

SIUNLIANILX3
ueisyyezey Jo ueIsSYeZEY JO upjsyyezey jo SIDJIoP SN
angnday sy Jo angnday ay: jo siqnday ay3 jo
19301 USWIFACY 343 URGT Y4l 18301 IUSWLISA0O Y1  ueoT gyl el USWUIaA0D 3y} Ueo aydl
WO} Spaszold W0y SPasd0ld  woyspaadosd s330N
198png 8L0Z

aouBLIRA

SjUBWILIS jetdueuty

8107 ‘L€ 19quwadaq papu3l Jea, ay) 104
SLNNOWY TVNLOY ANV L390N9 40 NOSIHYdIWO0)D 40 LNIWILVYLS

Juawdojaaaq pUR LORDINIISUODAY JOJ Yueg |euoleLIdlU|

U1 DUR UBISUNEZRY 10 20anda aul 10 JUSWLLISAON aUl U32M13a 74-/ /79 *ON 1UaW2218Y U201 Japun papund 12alold juawsAoidwiageulesT DUR UONRELLIT DUODIAS



SJUBWa0Ys JoiuDuULf asay) jo 14od ppidajuy up uiiof 6 01 9 wouf sadod uo sajou ayj

«uesyyezey
10 Jngnday ayy jo aun)ndUBy Jo ASILW 3Y) JO SSIIN0SAY I3IeM
U0 297MWWo)» 3y} asudiajul 2ieis uedqgnday ay3 Jo BURUNOIDY J0 Ansiuyw 3
pue Suwue)d 396png ‘Awougsg jo juswiedag Jo peaHq Bunoy ay) asudiah

eAoyaquAyyey °s v

A Q

e ﬂ..%;m\._ dzy Bu3 Jo uewuey) Sundy

[ 1 & & & 14 [ 4 £ £ & £ £ Humnhcl-
%L6 %L6 %6  6ET'99L°GL 89E°91L9°0L  LLB'6FPSy LIT'TEL'VL E00°00E°0) Y PTT'TIER ¥ ay3 Japun sainypuadxa _Bo.n__.
uejsyyezey uejsysezey uesyyezey
J0 2ugnday ay 0 2nqnday ayy Joongnday ayy
12101 1O JUSWILISACY) jeloL 10 JUSWUIBA0D |e10) 10 JUBWUISACD)
- ueoq gyal alig ueo qugl ay ueo? Qyel e siojjop s
wo.y spassold wouy spaadold woty spaasnid 1N
aJueLIep 198png BL0Z

8107 ‘1§ 19qWada( papu3l 1eap ay3 104
(panuiauod) SINNOWY TVN.LOV ANV 139aNg 40 NOSIHVYIWOD 40 LNIWIALVILS
SJUSWAIEIS jeloueuL

JUaWdO}2AS( PUB UOIIDNIISUOIDY JO} HUeq JEUOLIBLISIU|
SU1 DUB URISUNEZEY 10 JNANdSM SU 10 IUSWUISA0N U1 UI3IMI2d 7Y-//7R "ON 1UaWIai8v ueo 1apun papund 12014 Juswasosdw) adeutelq pue uolledL| puodas



SJUBLWA0IS JoidubuLf asay) fo 14nd JpiBajuE UD witof 6 03 9 woif sadod Uo sajou ay i

6 GLT

WoJj SPaadold

8107 ‘L£ Jaquwodag ysnoiy)

_23ep 1els 199(0.44 2Y) WoJy JUNOWe 3APR|IMUND

SJUaLWaL]S |RIDURULY

woJj spaaso.d

810t

LZ8°LTL LTETLS 182y 182°0L1 00S‘LL /
cor'ELL 86.°6L L69°EE 6L1'GY 619°L€ 09S°El $1s00 Bunjelado
££2'665 FLL'L6E 619'p91 071681 6TV EEL 169°GS S3DIAIS ,SIUBTNSUOD)
£65'8S GL¥'LY JARIA 88y‘s A 6vZ‘T S2D1AI35 pue S}Jom ‘Spoon
Buluies] pue asuelsissy
- Jestuyda ] ‘3uawadeuey 1afold p Jusuodwo)
LTY9LL L 66¥°1L0Z°1 8Z6'¥1LS 9%0'94& ZET oV FL8TLL
~LTV9LL) 66¥ 107" 1 876'F1G 90945 FAYARY) 4 rI8TLL S3IIALSS SIUBIINSUOD
i - juawdojaaag |eJn3nousy g Juauodwo)
£09°709°L  sz8'1TLL  78L'08F LT6'LES 6¥E TLE 8/6°6S1 _
1097091 GT8LTLL 78.°08F LT6°1ES 6vE‘TLE 825651 S3JIAISS ,S3UeINSuUo)
swasAs afeuelg pue uolIRSLLI| JO 3JURUIULEY pUe
‘ — . uoljesadp “JuawaBeuey ajqeutelsns :z Juauodwo)
LTO'EL8'8L  LO9°L6LEL TA M TA N L9¥'TBE‘EL  GEL'PSE'S TEE820Y
oLz 00L LL6 Y we'oELe 788°019°L PEGLTL'L syz'esy $321A135 SIUBRYNSUOD
1 GBS 1LL LY 1069778 PROSHGE 58S LLLLL 1069728 ¥RO'GPGE ~ SHIOM
alnjansesju] swalsAs aseulelq pue uonesLu|
40 UOIIRZIUIBPOW pue uolIRIqeY3Y | Jusuodwo)
- SIUNLIANIX3
ueisyyezey jo uejsuyyezey SiDnop sn
angndsy syl jo Jo dygnday auy jo
1201 JUBWLIBAOG) 3] ueo qygl leiolL JUBLIUIDACD 3Y] UROT QMY

8107 ‘L€ 19quadaq papu3l 1eaj ay) o4

1IN3INOJWOD Ad SINIWISYNASIA 4O LNIWILVLS

JuaWwdo}aAa( pUe UOIIINIISUODAY 10} yueg 1eUCIIRUIDIU)

SU1 DUE URISUNEZEY 10 JnandaM sul 10 JUSWLISADN aU1 U3IMISA 7H-/ /79 "ON 1USWaa18Y UROT Japun papun4 1290014 uawssoidw| adeulela pue uonesLL| puodas



sjuawa3nls Jonupuyf 3sayz Jo yiod DiGaIuy uD ULIOS 6 03 9 Wo.1f s35Dd LD 30U 3ifL

«UR]sUqeZeYy anCY » B
10 211gnday a3 Jo 3NNOLIBY JO AIISIULW DY JO S3DIN0SSY JDIBM ,xm.mmwdam«u. < amm ayl Jo 3Ny NUBY
uo 23330~ a3y} asudiaul a3els ueangndsy 2yl jo BulIuNoIdY JO Eu..._, ; Ciin iy ns YareMm UO 393WWO)>
pue Suluue)d 3@épng ‘Awou Jo Juawniedaq jo peay BuLDY a3 mm:n:w, 3 4 ,qﬂs‘ mv ] JO uewley?) mcsu<
Y, eAOYaquAYNRY °S 'Y :
s ; A _ /
788°616°ZZ TST'EED'9L 0£9°988°9 LTTTEL'YL - £00°00E°0) YITUTEY'Y pafoid ay3 Japun sainjpuadxa |20l
uejsyyezey o uejsyyezey
Jo ongnday ayy Jo anqndsy
18301 JO JUSLILISA0D ueo qyal 1|0l 343 JO JUBWIUIDA0G  UROT gyl p—
m_._u WL Spaad0sd ) a3 woJy spaadold ~ S910N Hnop sn
8107 ‘1€ J2quadag ysnoayy ==

_ a1ep 1els 193[0.d 3Y) WOJJ JUNOWE 3ARE|INWNY

8L0Z ‘L€ JoqWadaq papu3 Jea 3y3 Jod
(panuruos) ININOJWOD Ad SLNIWISYNGSIQ 40 LNIWILVLS

SIU3WaIe]S jelaueuly

JuaWwdojdAaQ pUR LO[IINIISUODDY J0) yueg JeuoIeuwIaluf



Second Irrigation and Drainage Improvement Project Funded under Loan Agreement No. 8277-KZ
between the Government of the Republic of Kazakhstan and the International Bank for Reconstruction
and Development

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended December 31, 2018
1. GENERAL PROVISIONS

Kazakhstan Business Environment

The Project activities are carried out in Kazakhstan. Accordingly, the Project is exposed to
risks specific to economic and financial markets of Kazakhstan, whose economy shows specific
features of an emerging economy. The legal, tax and regulatory frameworks continue to
develop, but are subject to varying interpretations and frequent changes which together with
other legal and financial impediments contribute to the challenges faced by entities operating
in Kazakhstan.

Nature of Operations

Loan agreement No. 8277-KZ (hereinafter the “Agreement”) between the Government of the
Republic of Kazakhstan (the “Government") and the International Bank for Reconstruction and
Development (“IBRD”) was signed on April 29, 2014 and ratified on December 26, 2014 (the
“Project start date”). Pursuant to the Agreement, the IBRD provides a loan amounting to
102,902,440 US dollars (the “Loan”) for the purpose of implementation of the Second
Irrigation and Drainage Improvement Project (the “Project”) that shall be repaid by the
Government on June 15 and December 15 of each year starting from December 15, 2021
through June 15, 2031.

Pursuant to the approved budget for 2018, the Project receipts and disbursements financed
out of the proceeds of the IBRD Loan and co-financing of the external loan by the Government
of Kazakhstan were estimated to amount to 4,549,871 US dollars and 10,616,368 US dollars,
respectively (2017: 784,807 US dollars and 1,831,218 US dollars, respectively). The planned
budget amounts were taken at a conditional exchange rate established by the Government of
the Republic of Kazakhstan.

The objective of the Project is to improve irrigation and drainage service delivery to support
farmers in the project areas.

The Project is implemented by the Republican State Enterprise, the Committee on Water
Resources of the Ministry of Agriculture of the Republic of Kazakhstan that acts as an
Implementing Agency on behalf of the Government of the Republic of Kazakhstan.

The closing date for withdrawal of funds under the Agreement is December 31, 2021. The
Project consists of the following components:

Component 1: Rehabilitation and Modernization of Irrigation and Drainage Systems
Infrastructure

(@) Rehabilitation and modernization of existing irrigation and drainage infrastructure on
approximately 113,000 ha;

(b) Support for the design and supervision associated with the rehabilitation and
modernization of irrigation and drainage infrastructure, including preparing
Site-specific Dam Safety Plans.

Component 2: Sustainable management, Operation and Maintenance of Irrigation and
Drainage Systems

(a) Developing and strengthening rural consumer cooperatives and water-management
organizations through:

(i) supporting the establishment of the enabling training and support units;

(ii) supporting Participatory Irrigation Development and Management activities
including related water-sector studies and access to credit and leasing resources;
and



Second Irrigation and Drainage Improvement Project Funded under Loan Agreement No. B277-KZ
between the Government of the Republic of Kazakhstan and the International Bank for Reconstruction
and Development

NOTES TO THE FINANCIAL STATEMENTS (continued)
(iii) enhancing management, operation and maintenance activities including
water-monitoring tools.
(b) To contribute to the modernization and strengthening of the system of on-farm water
management at the level of rural consumer cooperatives.
(c) Support for modernizing and strengthening management, operation and maintenance
of the main irrigation and drainage system.
Component 3: Agricultural Development

(a) Strengthen the capacity of farmers through:
(i) improving farm management and land use;
(ii) supporting knowledge transfer on innovative agro-techniques;
(iii) supporting agrocooperatives, including establishing and strengthening the enabling
farmers services centers.
(b} Support farming and irrigation mechanization through:
(i) development of water-saving technologies;
(i} facilitating access to maintenance equipment for the on-farm irrigation systems,
and;
(iii) further strengthening the related advisory facilities.

Component 4: Project Management, Technical Assistance and Training

Support for the Project Management Unit in project management, administration,
coordination, procurement and financial management, including monitoring and evaluation of
the Project impact, preparation and implementation of environmental impact assessment,
and audits. This component will finance goods, consultants’ services and training and
operating costs of the Project Management Unit at the Committee on Water Resources for
management, implementation, monitoring and evaluation of the Project.

2. BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

These financial statements have been prepared in accordance with International Public Sector
Accounting Standard (IPSAS) “Financial Reporting under the Cash Basis of Accounting” as
published by the International Federation of Accountants, and in compliance with the
requirements of the International Bank for Reconstruction and Development.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies described below have been consistently applied in the reporting
periods presented in these financial statements.

Cash Method of Accounting

Cash method of accounting recognizes transactions and events only when funds under the
Project are received or paid.

Presentation Currency
These financial statements are presented in United States dollars (“US dollars”).
Transactions in Foreign Currencies

Transactions in foreign currencies are translated to the presentation currency at the exchange
rates prevailing at the reconversion dates. Direct payments from the IBRD are translated into
US dollars at the exchange rates established by the National Bank of the Republic of
Kazakhstan at the date of transaction.
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Second Irrigation and Drainage Improvement Project Funded under Loan Agreement No. 8277-KZ
between the Government of the Republic of Kazakhstan and the International Bank for Recanstruction
and Development

NOTES TO THE FINANCIAL STATEMENTS (continued)

Proceeds from the Government of the Republic of Kazakhstan are translated into US dollars at
the exchange rates established by the National Bank of the Republic of Kazakhstan at the date
of payment. Exchange differences arising from translation of transactions denominated in
other currencies into US dollars are reported as a net value from changes in exchange rates.

Expenditure Categories

The Agreement specifies the main categories of expenditures financed by the Loan, the
amount for each category, as well as the percentage of expenditures to be financed in each
category.

According to the Agreement, there are the following categories of expenditures
1) Works under Part 1 of the Project

2) Goods, consultants’ services, non-consulting services, Training and Operating Costs under
Parts 1, 2, 3 and 4 of the Project

Cash Receipts

As per the terms of the Agreement, the Government of the Republic of Kazakhstan shall pay
interest and the principal amount of the Loan. Those payments are recorded on the accounts
of the Government and are not reported in these financial statements. The last installment on
the Loan shall be paid by the Government on June 15, 2031.

Allocation of Expenditures

Expenditures are allocated between the components in the statement of receipts and
disbursements of funds based on the comparison of work description in the Agreement with
the work description in source documents.

4, CASH

To conduct transactions on Loan No. 8277-KZ, the following designated accounts have been
opened with the Committee of Treasury of the Ministry of Finance of the Republic of
Kazakhstan, the city of Nur-Sultan, for making cash payments to suppliers:

» 01.6201.000000000.208277.001.2120360.2.0000.0000 in US dollars;
KZ080702012120360001 in KZT.

Cash balances as at December 31, as well as the transactions of the account for the year
ended December 31, 2018 are detailed below:

US dollars 2018 2017

Balance at January 1 5,596 1,619

RECEIPTS

Replenishment of account 4,469,525 408,905
4,469,525 - 408,905

EXPENDITURES

Project expenditures 4,432,224 404,930

Net foreign exchange loss (gains) 2 2)
4,432,226 404,928

Balance at December 31 42,895 5,596

Including those denominated:

in US dollars 42,895 5,596

In KZIT ; _ - -




Second Irrigation and Drainage Improvement Project Funded under Loan Agreement No. 8277-KZ
between the Government of the Republic of Kazakhstan and the International Bank for Reconstruction
and Development

NOTES TO THE FINANCIAL STATEMENTS (continued)
5. DIRECT PAYMENTS AND REPLENISHMENT OF ACCOUNT

Direct payments under the Project are made by IBRD and the Government of the Republic of
Kazakhstan directly to suppliers chosen in accordance with the terms and conditions of the
Agreement.

Direct payments to Suppliers and replenishment of the designated account by IBRD under the
Project for the year ended December 31, 2018 were made based on the following withdrawal
applications:

US dollars
z Date of withdrawal Direct Replenishment
No. of application payments 5F SCEONRT | Total
15 26.02.2018 - 15,494 15,494
16 14.05.2018 - 16,252 16,252
17 17.08.2018 - 19,400 19,400
18 04.09.2018 - 172,882 172,882
19 10.10.2018 - 335,000 335,000
20 29.11.2018 - 845,000 845,000
22 13.12.2018 - 3,065,497 3,065,497
Tatal . 4,469,525 4,469,525
Statement of Expenditures (SOE)
US dollars
Actual expenditures by categories
of e geny
app!  Value date amo::nt of (1) Works under services Training al'ldg
icati the Part 1 of the —~ Total
application Project Operating Costs under
on Parts 1, 2, 3 and 4 of the
Project
15  26.02.2018 15,494 - - -
16 14.05.2018 16,252 - - -
17  17.08.2018 19,400 - 384,227 384,227
18 04.09.2018 172,882 - - -
19  10.10.218 335,000 - - -
20 29.11.2018 845,000 - -
22 13.12.2018 3,065,497 - - -
Total 4,469,525 . - 384,227

*) Statement of expenditures No. 17 dated August 17, 2018 includes Project expenditures for 2017.
6. UNUSED PORTION OF THE LOAN

As at December 31, 2018, the unused portion of the IBRD loan totaled 95,972,915 US dollars
(2017: 100,442,440).

7. DATE OF ISSUE

These financial statements were approved for issue by the Acting Chairman of the Republican
State Enterprise the «Committee on Water Resources of the Ministry of Agriculture of the
Republic of Kazakhstan» and Acting Head of Department of Economy, Budget Planning and
Accounting of the Republican State Enterprise the «Committee on Water Resources of the
Ministry of Agriculture of the Republic of Kazakhstan» on June 03, 2019.
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Appendix No. 1

Reconciliation between the data provided by Project Management Unit and World Bank
payments data

US dollars
Date of application A[::,Jilti;z:i:vcaﬁor As per PMU As per WB Variance

26.02.2018 15 15,494 15,494 v
14.05.2018 16 16,252 16,252
17.08.2018 17 19,400 19,400 -
04.09.2018 18 172,882 172,882 -
10.10.2018 19 335,000 335,000 -
29.11.2018 20 845,000 845,000 -
13.12.2018 22 3,065,497 3,065,497

Total 4,469,525 4,469,525
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