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SUMMARY OF PROPOSED CREDIT/GRANT AND PROGRAM

KYRGYZ REPUBLIC

ECONOMIC GOVERNANCE DEVELOPMENT POLICY OPERATION

Borrower

The Kyrgyz Republic

Implementation Agency

Ministry of Finance

Financing Data

IDA Credit Number 6218-KG

Terms: 38-year maturity, including a 6-year grace period
Amount: SDR8.3 million (US$12.0 million equivalent)
IDA Grant Number D293-KG

Amount: SDR8.3 million (US$12.0 million equivalent)

Operation Type

Stand-alone Development Policy Operation

Pillars of the Operation
And Program
Development Objective(s)

The Program Development Objective is to support the Government of the Kyrgyz
Republic in:

I. Strengthening macro-fiscal foundations for growth through reforms aimed at
enhancing budget discipline and transparency, and increasing revenue mobilization;
Il. Enhancing transparency and anti-corruption in the public sector through
measures to improve public sector integrity, including in public procurement, and;
lll. Boosting private sector competitiveness through measures to facilitate trade,
improve the business environment, and promote greater digital connectivity.

Result Indicators

Pillar I: Macro-Fiscal Foundations for Growth

Fiscal deficit (as % of GDP, excl. on-lending) | 2018: -2.5%
for 2018 and 2019 2019: -2.5%

PEFA indicator PI-2 on “Composition of
expenditure outturn compared to original
approved budget”

Baseline (2014): D+
Target (2019): B

Increase in revenues from excises on

Revenues from excises for alcohol and tobacco and alcohol by at least KGS 1
tobacco billion in 2018 and 2019 relative to
2017

Pillar II: Transparency and Anti-Corruption in the Public Sector

Baseline (2017): There is no system

Percentage of declarations of personal in place for managing and

interests of public officials verified by the sanctioning conflicts of interest
Ethics Commissions to identify potential Target (2019): Ethics Commissions in
conflicts of interest (average across all ministries, central government and
entities). regulatory agencies have reviewed

15% of all filed declarations

Competition, value for money, and controls | Baseline (2014): B
in public procurement PEFA (P1 19) score. Target (2019): B+

Pillar 1ll: Private Sector Competitiveness

Number of firms implementing HACCP Baseline (2016): 43
principles. Target (2019): 58
Number of firms included in the EEU Baseline (2016): 43

register of FBOs and allowed to export to Target (2019): 54
the EEU.

Baseline (2014): Businesses in 2 pilot
tax offices
Target (2019): 100% of businesses

Share of firms filling reports on social
contributions to the State Tax Service.




country-wide

International Telecommunications Union,
International internet bandwidth indicator.

Baseline (2016): 5008 Mbps
Target (2019): 6500 Mbps

Overall risk rating

High

Climate and disaster risks

No short- or long-term climate and disaster
risks are relevant to the proposed
operation.

Operation ID

P163983




IDA PROGRAM DOCUMENT FOR A
PROPOSED ECONOMIC GOVERNANCE DEVELOPMENT POLICY OPERATION

TO THE KYRGYZ REPUBLIC

I.  INTRODUCTION AND COUNTRY CONTEXT

1. This Program Document proposes a Development Policy Operation (DPO) in support of the
Kyrgyz Government’s reforms to strengthen macro-fiscal foundations for growth, enhance transparency
and anti-corruption in the public sector and boost private sector competitiveness. The operation is in
the amount of US$24 million equivalent, split equally between IDA credit and IDA grant. The DPO program
squarely backs the government priorities as expressed in its medium-term plan “Unity, Trust, Creation”,
2018-2022, unveiled in 2018. The proposed program builds on the previous DPO series, which also aimed
to enhance public sector governance and improve the business environment, while adding a new focus
on fiscal management—particularly in light of growing macroeconomic imbalances, and the manifest
need for coherent macroeconomic policy planning to support medium-term objectives. The proposed
operation will support the country’s endeavors to reduce its vulnerability to climate change risks and
natural disasters through expanded internet connectivity, which is a critical foundation for effective
mitigation. Thus, it is fully in line with past and planned Bank-Government strategic objectives in the
country, as well as with corporate priorities.!

2. Twenty-five years after independence, the Kyrgyz Republic remains one of the poorest
countries in the Europe and Central Asia (ECA) region. The country has gradually built an operational
democracy—which, on the flipside, has been linked to high political turnover, making it challenging to
design and sustain both sound macroeconomic policy frameworks, as well as focused structural reform.
The economy suffers from macroeconomic imbalances and relies excessively on gold production, foreign
aid and migrant remittances as its key growth drivers. Moreover, the volatility of economic growth has
prevented a significant and sustained improvement in living conditions. GDP per capita stands at USS1,179
(2016), just slightly above the threshold for Lower Middle-Income Country status. The poverty rate fell
sharply from very high levels after the onset of mass migration in the mid-2000s, but in recent years it has
found a floor at a still elevated 19.0 percent (see Table 3); moreover, a very large share of the population
is clustered just above the poverty line, remaining extremely vulnerable to economic shocks.?

3. The country lacks a robust private sector that can create good jobs. The private sector is
composed overwhelmingly of micro and small businesses, that are unable to sustain productivity gains
and create good jobs. While poor logistics and issues with the business environment constrain firm

! The proposed operation is fully aligned with the FY18-22 Country Partnership Framework (CPF), which seeks to
refocus Bank engagements on private sector-led job creation, including through promoting a rules-based macro-
fiscal environment, improvements in governance, and external competitiveness. Finally, it reflects the findings of
the Systematic Country Diagnostic (SCD), which identifies macroeconomic management and governance as top
priorities for reform, under an overarching objective of boosting private sector development.

2 The distribution of income has improved since independence, and the bottom 40 percent of population has
generally benefited from economic growth relatively more than the population as a whole; however, this was partly
an artifact of very slow progress and lack of opportunities for the top 60 percent.
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growth, these challenges are compounded by governance gaps, high levels of corruption, and a weak
translation of de jure regulation into effective and predictable implementation.

4, The Kyrgyz authorities recognize these challenges and are committed to addressing structural
impediments to more sustainable and inclusive growth. The new government, ushered-in following the
elections of October 2017, has adopted a development roadmap for the medium-term that accords high
priority to addressing governance issues in a wide range of areas (from economic management to public
services delivery), while also emphasizing the need for coordinated initiatives to leverage growth
opportunities in key sectors of the economy, encourage digitalization of the economy, and promote
spatially balanced economic development. The plan serves as a vehicle to implement the country’s long-
term development vision embodied in Vision 2040. In light of heightened fiscal imbalances, including as a
result of pre-electoral slippages and adverse exogenous developments, the new government has also
committed to strengthening fiscal management, an ambition that this operation supports.

5. As a signatory of the Paris Agreement, the Kyrgyz Republic demonstrated its commitment to
contribute to the global effort toward climate change mitigation. This is commendable given that
national Greenhouse Gas (GHG) emissions represent only 0.023 percent of global emissions. As part of
this process - and in line with national circumstances — the Kyrgyz Republic submitted Nationally
Determined Contribution to the United Nations Framework Convention on Climate Change, committing
to reduce its GHG emissions in the range of 11.49 - 13.75 percent below business-as-usual in 2030, and of
12.67-15.69 percent in 2050. Most of the GHG emissions reductions are expected to come from measures
taken in the country’s energy sector. At the same time, the Kyrgyz Republic is highly vulnerable to climate
change impacts, making adaptation a critical priority for the country. The climate change impacts, such as
anticipated temperature increases and changing precipitation patterns, will negatively impact the national
economy (mostly its water resources and agriculture), while the anticipated increase in climate-related
natural disasters can adversely affect macroeconomic stability, fiscal consolidation and the well-being of
the Kyrgyz population. As part of a wider effort to identify appropriate climate change adaptation
measures, the Kyrgyz Republic is seeking to improve the country’s early warning systems so as to minimize
the loss of human life and economic infrastructure that results from natural disasters and climate risks.

6. Building on the government’s reform efforts and strategic priorities, the proposed DPO has
three pillars, covering reforms to strengthen macro-fiscal foundations for growth, enhance
transparency and anti-corruption in the public sector and boost private sector competitiveness. Pillar |
aims to help the authorities strengthen fiscal discipline, through measures to increase revenues in the
short run, but also to anchor fiscal policy more sustainably in the context of a sound fiscal rule. Pillar I
seeks to enhance transparency and anti-corruption in the public sector, through reforms to strengthen
public sector integrity, and improve the value for money of public procurement. Pillar 1ll aims to boost
private sector competitiveness, through measures to facilitate trade, improve the business environment,
and promote greater digital connectivity. Stronger fiscal management and governance are essential
preconditions for private investment and firm growth, which the recently completed Systematic Country
Diagnostic (SCD) identified as the single most important driver of progress on the Twin Goals going
forward.

7. This DPO is part of a broader reform agenda supported by development partners. It has been
prepared in very close coordination and alignment with the International Monetary Fund (IMF), -including
through joint missions and Technical Assistance (TA). A specific area of close 3coordination is energy tariff

3 As reflected in the Government’s Letter of Development Policy (LDP) in Annex 2.
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reform, a critical issue in the Kyrgyz Republic, both for fiscal sustainability and competitiveness. However,
this will not be addressed directly in this operation (although indirectly via Prior Action #2) as the next
necessary policy steps (e.g. adoption of a new Medium-Term Tariff Policy and its effective
implementation) are yet to be agreed upon and implemented. During 2018 and 2019, the Government
will focus on reforming the structure of management of the energy sector, strengthening the
implementation of anti-corruption measures and improving the performance of energy companies. This
notwithstanding, the effective implementation of the new tariff policy, together with coordinated actions
to promote greater efficiency and affordability will continue to be central to future Bank-financed DPO
engagement. The DPO is also complementary with programs supported by other development partners:
the Asian Development Bank (ADB), the United Kingdom’s Department for International Development
(DfID), and the European Union (EU). The IMF’s 2015-2018 Extended Credit Facility (ECF) program lapsed
in April 2018 without the completion of the last review (6™). The IMF is currently in discussions with the
Government on the proposed outline of a new IMF program following their recent mission to Bishkek.*
Other partners are also providing support in the areas of public sector strengthening, anti-corruption and
accountability, energy sector reform, and social protection.

II.  MACROECONOMIC POLICY FRAMEWORK

A. RECENT ECONOMIC DEVELOPMENTS

8. The Kyrgyz economy has recovered from the external shocks of 2014-15, supported by an
improved external environment and a robust performance of the gold sector. Economic growth
decelerated over 2014-15, as the oil price shock depressed economic activity in major trading partners
and impacted the Kyrgyz economy through both trade and remittance channels. The shock to national
income, moreover, was much more severe, as exchange rate movements (a sharp depreciation of the
Russian ruble and the som) affected the purchasing power of households by depressing the real value of
remittance receipts®, and increasing the cost of imports. The nominal depreciation led to a real
depreciation of the som, and to a deterioration of net external balances in spite of a significant import
contraction, given the country’s lack of export diversification. In 2016, conditions improved as remittances
recovered and the exchange rate stabilized. Growth was relatively robust, at 4.3 percent in 2016 (see
figure 1), and accelerated to 4.6 percent in 2017, driven by private consumption growth and gold sector
output. Favorable external environment continued to support growth through the first half of 2018.
However real GDP contracted by 0.3 percent (see figure 2) during January-August 2018 (y/y) due to a
significant fall in gold production (-20 percent).

9. Inflation remains low. Low food and fuel prices kept inflation depressed in 2016, although it
normalized in 2017. Headline inflation fell to -0.5 percent (y/y) in 2016, reflecting a combination of drivers
including a high pass-through from exchange rate appreciation and strong agricultural output. However,
inflation picked-up in 2017, reaching 3.7 percent (y/y), given buoyant domestic demand fueled by
remittances, an increase in exports of fruit and vegetables that limited domestic supply, as well as
economic recovery more broadly. But a much lower inflation rate was registered at 0.9 percent as of
August 2018 mainly reflecting a decline in food prices.

4 The IMF mission visited the Kyrgyz Republic, between September 19 and October 2018, at the invitation of the
Government with the objective of coming up with a proposed outline of a possible new IMF program.
> Overwhelmingly from Russia (over 90%) and denominated in rubbles.
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Figure 1: Real GDP Growth (%) Figure 2: Contributions to Growth (percentage
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10. Following a steep decline in 2014-16, exports performed strongly in 2017. Exports were

depressed in previous years, not only by weak external demand in key regional markets, but also by
stricter enforcement of quality standards under the Eurasian Economic Union (EEU)’. However, exports
rebounded in 2017, increasing by 12.8 percent in USS$ terms, compared to a 35 percent and 0.7 percent
decline in 2015 and 2016, respectively. This recovery was mainly driven by gold (contributing to about 60
percent of total export growth) although non-gold export performance also improved, reflecting a pull
effect from increased external demand and a push effect, as Kyrgyz producers began to step-up
compliance with EEU quality standards. However, due to gold output contraction, export growth
decelerated to 2.8 percent in the first half of 2018 (y/y). Meanwhile, total imports are estimated to have
risen by 12.1 percent in USS terms in 2017 and 23.2 percent in the first half of 2018 (y/y) on the back of
continued growth in remittances (see figure 3).

Figure 3: Exports and Imports Figure 4: Trade and Current Account Balances
(in millions of USS) (in percent of GDP)
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Source: National Bank. Source: National Bank.
11. External imbalances increased. The trade deficit increased to 46.6 percent of GDP in the first half

of 2018 (y/y), from 31.5 percent in 2017 and 31.4 percent in 2016 (see figure 4). In spite of the continued
recovery of remittances (about 13 percent growth in USS terms, y/y), the current account deficit increased

6 Kumtor is the country’s largest mine accounting for the bulk of gold output (40% of exports and 8-10% of GDP)
7 While quality standards predate the establishment of the EEU, their enforcement was significantly strengthened
as the Union came into force.



to 16.5 percent of GDP in the first half of 2018 from 6.5 percent in 2017 and 11.6 percent in 2016. The
current account deficit was financed by capital transfer reflecting a debt write-off by Russia (US$240
million) and by a reduction in assets abroad.

12. Fiscal position improved as capital outlays shrunk. The Kyrgyz authorities embarked on a massive
public investment program (PIP) over 2014-17, which helped mitigate the impact of external headwinds,
but also resulted in rising debt vulnerability and depleted fiscal buffers. The general government ran
budget deficits of 4.7 percent of GDP and 6.3 percent of GDP in 2017 and 2016, respectively (see table 1).
However lower capital outlays as a share of GDP led to a decline in deficit to 1.4 percent of GDP in January-
July 2018 from 4 percent a year earlier.

Table 1: General Government Budget, 2014-2018
(in percent of GDP)

2014 2015 2016 2017 2017 2018
Jan-Jul Jan-Jul
Total revenues and grants 34.4 34.4 32.0 33.2 37.5 36.8
Total revenues 31.9 32.2 29.9 30.6 354 35.7
Current revenues 31.8 321 29.8 30.6 353 35.7
Tax revenues 25.1 24.2 24.2 243 27.4 30.2
Non-tax revenues 6.7 7.9 5.6 6.3 7.9 5.5
Capital revenues 0.1 0.1 0.1 0.1 0.0 0.1
Grants 2.5 2.2 2.1 2.6 2.2 1.1
Program grants 1.9 1.7 1.4 1.5 11 0.0
PIP grants 0.6 0.5 0.7 1.1 11 1.1
Total expenditure (incl. net lending) 38.5 374 38.3 37.9 41.5 38.2
Current expenditure 29.3 30.1 30.2 29.9 34.2 34.5
Wage 7.8 8.1 8.3 7.9 9.4 9.7
Transfer and subsidies 3.4 34 3.4 33 4.0 6.2
Social Fund expenditures 9.2 9.0 8.6 8.9 10.7 111
Interest 0.9 1.0 1.1 11 1.3 1.5
Purchase of other goods and services 8.1 8.6 8.8 8.6 8.8 6.0
Capital expenditure 8.4 7.2 8.0 8.3 7.4 3.9
o/w foreign financed 6.1 4.5 5.1 5.3 5.1 2.3
Net lending 0.6 0.1 0.0 -0.2 -0.1 -0.2
Overall balance -4.1 -3.0 -6.3 -4.7 -4.0 -1.4
Overall balance excluding on-lending -0.2 -1.0 -4.0 -3.2 -2.5 -0.7
Financing 4.1 3.0 6.3 4.7 4.0 1.4
External 5.5 3.8 4.0 3.4 2.6 -0.3
Domestic -1.4 -0.8 2.3 13 1.4 1.7
Source: Ministry of Finance.
13. The fiscal deficit was mainly financed by domestic borrowing. While the deficit was largely

financed by external financing in the previous years, it was solely financed by domestic financing in
January-July 2018. As a result, the domestic debt rose to 7.7 percent of GDP, up from 5.9 percent of GDP
atend-2017. But total public debt declined to 56.4 percent of GDP from 59.9 percent thanks to the Russian
debt write-off.



14. Monetary policy has been accommodative, seeking to mitigate the impact of external shocks.
The National Bank gradually reduced its interest rate over 2015-17 (to 5 percent from 11 percent) to
support domestic demand. The monetary stance remained relaxed in first half of 2018, as the National
Bank (NBKR) continued to reduce further its interest rate to 4.75 percent in May 2018. This, together with
regulations limiting foreign currency borrowing for a broad group of consumers, led to a gradual decline
of the interest rate in the loan market. As a result, money supply increased by 11.2 percent (y/y) in August
2018. On the demand side, there was a gradual recovery in credit growth to the economy to 15.7 percent
in December 2017 and 17.8 percent in August 2018, following a decline early in 2016 suggesting a rise in
domestic demand. The figure under-estimates overall credit growth as it does not take into account direct
lending by the Russian-Kyrgyz Development Fund.

15. Financial sector health has remained robust in spite of vulnerability. The balance sheet of the
banking system deteriorated during 2014-15 due to the depreciation of the som and income losses.
Nonetheless core banking sector health indicators have remained positive. Capital adequacy and liquidity
ratios have been maintained well above the required levels of 12 percent and 45 percent, respectively
(see Table 2). After a sharp decline (falling below zero in early 2016), the returns to assets and equity have
been recovering. The non-performing loans (NPLs) ratio has been slowly declining although it remains
high (at 7.3 percent) compared to the pre-shock period. That said, the banking system continues to be
exposed to high credit risks, which stem in part from high levels of dollarization (around 40% of total
credits), requiring continued and strengthened supervision.

Table 2: Key Banking Sector Indicators, 2013-2018
(in percent of GDP)

2013 2014 2015 2016 2017 Jul 2018
Capital adequacy 25.0 21.8 22.4 24.8 24.2 233
Liquidity 70.0 65.0 77.8 75.5 65.1 64.4
Return to assets 2.8 2.6 1.5 0.5 1.2 1.4
Return to equity 18.0 18.6 10.8 3.3 7.6 8.8
Non-performing loans 5.5 4.5 7.1 8.8 7.6 7.3
Source: National Bank.

16. The NBKR maintained a managed-float as its foreign exchange rate policy. Exchange rate

flexibility led to significant movements in the value of the som over 2014-16 but allowed the economy to
adjust to external shocks. Over 2014-2015, the som depreciated against the US dollar cumulatively by 54
percent, following similar dynamics to those by the Kazakh tenge and the Russian ruble (figure5). With
the stabilization of oil prices, the som appreciated slightly in 2016 and remained broadly stable against
the US dollar since then. Interventions in the foreign exchange market by the National Bank were mostly
limited to one-off efforts to smooth short-term fluctuations. International reserves grew by almost 10
percent since end-2016, covering more than 4 months of imports of goods and services as of end-July
2018.



Figure 5: Exchange Rate Developments
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B. MACROECONOMIC OUTLOOK AND DEBT SUSTAINABILITY

17. Growth is projected to gradually return to potential -around 4.5 percent- over 2018-21, thanks
to a more benign external environment and improved export prospects. As recovery takes hold in
Kazakhstan and Russia, the Kyrgyz economy is expected to benefit via the traditional remittance and trade
channels. An additional boost should come from exports, thanks to a number of developments, which
include: (i) gradually improved access to the EEU common market, as Kyrgyz firms adapt to EEU standards
and regulations; (ii) additional production from new gold mines expected to come on-line; and (iii)
improved bilateral relations with neighboring Uzbekistan, which should lead to higher trade turnover
between the two countries. These effects should mitigate the anticipated moderation of public
expenditure.

18. Inflation is expected to remain in line with the National Bank target of 5-7 percent. The baseline
scenario assumes no significant global food price increases, a stabilization of oil prices at their current low
levels, and -consequently- relative exchange rate stability. Under these circumstances, inflation is
expected to reach 4.1 percent in 2018 and rise to 5 percent by 2021 (see Table 3).

19. Monetary policy is projected to remain unchanged. The Central Bank remains committed to
allow the exchange rate to adjust to market conditions, while intervening in the market only to smooth
out temporary fluctuations. In turn, interest rate decisions are made with a view of balancing the need to
manage inflationary pressures, while ensuring enough liquidity to support growth. With the decline in
overall deposit and credit dollarization, it is expected that the currently weak interest rate transmission
channel will gradually gain traction.



Table 3: Key Macroeconomic Indicators

2014 2015 2016 2017 2018 2019 2020 2021

Projections

(Percent, unless otherwise indicated)
National Income and Prices

Nominal GDP (bIn. of soms) 400.7 430.5 476.3 521.0 5451 5783 6184 6644
. . 1,37
Nominal GDP per capita (USS) 1,279 1,121 1,121 1,220 1,253 1,296 1,345 4
Real GDP growth 4.0 3.9 4.3 4.6 3.1 3.4 3.9 4.4
Real non-gold GDP growth 5.0 4.9 4.3 4.7 3.9 3.7 3.8 4.9
Private consumption growth 3.0 -0.9 -0.6 3.4 2.7 3.1 3.4 3.7
Gross investment (percent of GDP) 29.2 29.4 30.1 32.1 32.5 31.5 315 306
Consumer price inflation, year-end 10.5 3.4 -0.5 3.7 4.1 4.7 5.1 5.0
Consumer price inflation, period average 7.5 6.5 0.4 3.2 3.5 4.1 4.5 4.5
Real effective exchange rate (2010=100) 120.2 109.3 113.1 1125
External Accounts (Current USS millions, unless otherwise indicated)
Merchandise exports, of which: 2,483 1,619 1,608 1,814 1,944 2,168 2,314 2'4;
Gold exports 717 665 702 700 679 713 749 720
Merchandise imports 5290 3,860 3,744 4,196 4,729 5,204 5,522 5'52
Current-account balance -1,269 -1,059 -792 -489 -731 -725 -775  -793
as percent of GDP -17.0 -15.9 -11.6 -6.5 -9.2 -8.8 -9.0 -9.0
Foreign direct investment, net 233 1,009 579 -78 450 681 772 802
2
Total official international reserves 1,958 1,778 1,969 2,089 2,217 2,383 2,394 '32
External debt, as percent of GDP 80.5 94.5 90.3 88.5 87.7 85.6 85.4 854
Consolidated Fiscal Accounts (Percent of GDP, unless otherwise indicated)
Revenues 34.4 34.4 32.0 33.2 33.0 31.3 29.7 29.9
o/w Taxes 25.1 24.2 24.2 24.3 25.1 25.6 264  26.5
Expenditures 38.5 37.4 38.3 37.9 37.0 35.7 32.7 329
Overall fiscal balance -4.1 -3.0 -6.3 -4.7 -4.1 -4.4 -3.0 -3.0
Overall fiscal balance excluding on-lending -0.2 -1.0 -4.0 -3.2 -2.5 -2.5 -2.3 -2.1
Primary fiscal balance -3.2 -2.0 -5.2 -3.6 -3.0 -3.2 -1.9 -1.8
Total public debt 53.6 67.2 59.1 59.9 60.0 60.2 59.3 58.5
Monetary Accounts (Percent, unless otherwise indicated)
Base money growth -11.9 4.0 27.6 11.1 10.3 9.9 8.7 10.1
Real growth of credit to the private sector 43.6 17.2 -0.8 12.7 12.3 13.0 10.2 113
Policy rate 10.5 10.0 5.0 5.0 4.75
Social Indicators
Population, total (millions) 5.8 6.0 6.1 6.1 6.2 6.3 6.3 6.3
Population growth (percent) 2.0 2.1 21 1.1 1.1 1.1 1.1 1.1

Unemployment rate (percent of labor force) 8.0 7.6 7.6 7.6
Poverty rate (international (percent of

. g 19.7 23.3 19.1 19.3 19.0 18.8 18.7 -
population)

Sources: World Bank staff calculations and estimates based on official data published and provided by the authorities.

8 At $3.2/day 2011 PPP.



20. Reflecting structural features of the economy and continued high levels of public investment,
the current account deficit is expected to remain elevated, though declining over the medium-term.
Proceeds from gold exports are expected to increase modestly,® while continued economic recovery
among major trading partners should boost non-gold export growth. Meanwhile, the anticipated high
level of public investment over the next two years is expected to keep import growth elevated, given the
high import content of large infrastructure projects. Remittance inflows are also projected to grow further
in 2018-19 in dollar terms. As a result, the current account deficit is projected to increase to 9.2 percent
of GDP in 2018 (see Table 4) and to remain around this level thereafter.

Table 4: External Financing (% of GDP)
2014 2015 2016 2017e 2018 proj. 2019 proj. 2020 proj. 2021 proj.

Requirements -14.7 -7.2 1.9 1.9 -0.9 -3.1 -1.0 -0.9
Current account deficit -17.0 -159 -11.6 -6.5 -9.2 -8.8 -9.0 -9.0
Amortization 5.5 9.3 8.8 6.5 8.5 5.4 5.4 6.4
Reserves -3.2 -0.6 4.7 1.9 -0.2 0.3 2.6 1.7

Sources -14.7 -7.2 1.9 1.9 -0.9 -3.1 -1.0 -0.9
FDI 3.1 15.1 8.5 -1.0 5.7 8.2 9.0 9.1
Disbursements 14.9 12.8 10.1 8.8 7.8 8.7 8.9 9.2
Capital Inflows -326 -35.1 -16.7 -5.9 -14.3 -20.0 -18.9 -19.1

Source: Kyrgyz authorities and Bank staff estimates.

21. The principal macroeconomic challenge going forward will be to bring fiscal policy back to a
more sustainable path, while continuing to provide adequate support to the economy. In 2017 the
deficit is estimated to have been at 3.2 percent of GDP (see Table 3), overshooting the initial IMF program
target (3 percent), but nonetheless remained below the budgeted deficit of 4.7 percent. This reasonably
good performance, however was achieved at the cost of significant expenditure restraint in the last
qguarter of 2017, following slippages in the first three quarters of the year, which were characterized by
higher-than-planned recurrent expenditures, including on non-budgeted items and/or over-runs.
Moreover, in the run-up to the election in October 2017, the previous government took a number of policy
decisions, which are expected to add pressure on spending going forward, including a universal extension
of the previously income-targeted Monthly Benefit for Low Income Families with Children program, as well
as increases in civil service compensation and pensions.

22. In light of these pressures, the new government has committed to fiscal adjustment going
forward. In 2018 and 2019, the authorities intend to contain the fiscal deficit to 2.5 percent of GDP (see
Table 3). The authorities plan to achieve this objective through measures to increase tax revenues and
curtail current spending, while capital expenditures would remain high. Over 2018-20, tax revenues
should increase as a share of GDP, with measures to: (i) expand the tax base by encouraging businesses
to formalize, (ii) improve the administration of taxes, (iii) reduce overall tax exemptions, through canceling
existing exemptions and streamlining policies for granting new ones, and (iv) increase some tax rates, such
as excise tax rates on alcohol and tobacco products®®. Over the same period, expenses are targeted to
decline by over 4 percent of GDP as a result of efforts to (i) streamline non-priority purchases of goods
and services, and (ii) reduce the wage bill as a share of GDP, by implementing the recently adopted action
plan for the reform of the public sector personnel and remuneration policy and by carrying out functional
reviews of the civil service, and finally (iii) strengthen public procurement to ensure value for money in

% With lower Kumtor output counterbalanced by additional production from new mines.
1010 2018, the new tax measures are estimated to increase total revenues by 0.9 percent of GDP.
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public contracts.

23. The sustainability of these commitments would be buttressed by the adoption of a fiscal rule,
as well as broader changes to the legal framework for budgetary operations. Recognizing the need to
anchor the medium-term management of fiscal policy into a more robust and constraining legal
framework, the authorities have decided (supported by IMF and World Bank TA) to introduce a fiscal rule.
To support the effective roll-out of the rule, they have developed a number of initiatives to strengthen
policy making and oversight institutional capacity. At the same time, the authorities have also identified
shortcomings in the existing legislation, namely loopholes in the provisions of the Budget Code that allow
the executive to propose extra-budgeted expenditures during the course of the year, which they intend
to close gradually through appropriate amendments to the law.

24. The authorities are taking measures to improve efficiency and the management of the energy
sector and may consider adjusting energy tariffs in 2019. Currently, Kyrgyz citizens enjoy some of the
lowest energy tariffs in the world because electricity and heating services are delivered at prices well
below cost recovery. In turn, this has translated into a steady buildup of debt in the energy sector,
requiring yearly cash infusions in the form of on-lending by the government. With strong convergent
support by the IMF and the World Bank, the government is developing a plan, in the form of a new
Medium-Term Tariff Policy, to bring retail energy prices back in line with cost recovery objectives.

25. According to the latest Debt Sustainability Analysis (DSA) Update!?, the Kyrgyz Republic is
assessed to be at moderate risk of debt distress. The appreciation and subsequent stabilization of the
som over 2016-17 led to a significant decline in the ratio of external public debt-to-GDP, from 63.5 percent
in 2015 to 54.4 percent the following year. Moreover, with the write-off of $240 million debt owed to
Russia, external public debt is projected to drop further to 54.5 percent of GDP in 2017 (see figure 6).
Going forward, external public and publicly guaranteed debt is expected to level-off at around 56 percent
before declining after 2019%%(see figure 6), converging toward 50 percent of GDP in the medium term.
Nonetheless the country remains vulnerable to further exchange rate movements, given the commitment
of the government to maintain high levels of public investment. Although PIP borrowing terms are highly
concessional, stress tests suggest that the country is vulnerable to exogenous shocks. Fiscal consolidation
and prudent use of concessional loans remain crucial for keeping the debt outlook sustainable.?

26. Under the DSA’s baseline scenario, debt indicators do not exceed their indicative thresholds,
although stress-tests suggest vulnerability to shocks. Public and publicly guaranteed external debt, in
present value terms, is estimated to remain well under the 36 percent of GDP-plus-remittances threshold
and to decline continuously under the baseline scenario over the projection period. Other indicators of
debt sustainability also remain below their indicative thresholds and suggest, in particular, a limited
presence of liquidity risks. However, stress tests indicate that external public and publicly guaranteed debt
remains vulnerable to large external shocks. The ratio of the present value of debt to GDP plus remittances
rises above indicative thresholds over the medium term under four of six stress tests namely, a one

11 Joint World Bank / IMF Debt Sustainability Analysis, December 2017

12 Debt ratios are expected to increase in 2019, in spite of fiscal consolidation efforts, on account of one-off externally
financed on-lending.

13 Within the framework of the IMF program, the authorities committed to: (i) fully disclosing public investment
plans and commitments; (ii) refraining from non-concessional borrowing; (iii) grounding borrowing decisions in a
medium-term debt strategy; and (iii) reviewing the public investment framework to identify gaps and define an
action plan. This was done with IMF Technical support in March 2015 and is being supported by on-going WB
technical assistance.
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standard deviation shock to exports, net debt creating flows, a 30 percent exchange rate shock, and a
combined shock. The most extreme scenario (the combined shock) would lead to a significant (averaging
25 percent above the threshold) and protracted (13 years) breach of the indicative threshold over the
medium term.

Figure 6: Debt Sustainability Analysis Summary Charts
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Source: Joint World Bank — IMF Debt Sustainability Analysis, September 2017.

27. A relatively strong pipeline of public investments and a well-capitalized banking sector imply
opportunities for growth. Public sector investments in energy and communications are expected to
remain strong over the next few years, including the construction of “line D” of the Central Asia—China
gas pipeline, as well as heating and power plant rehabilitation, and upgrade of road links with financing
secured from China or from multilateral development banks. These projects are important to address the
Kyrgyz Republic’s large infrastructure gap. In spite of high levels of dollarization, the Kyrgyz financial sector
has remained well capitalized, with a capital-adequacy ratio above 20 percent, and NPLs have remained
at modest and manageable levels. Consequently, the banking sector has the potential to support
businesses as opportunities emerge. Nonetheless, vigilance from the monetary authorities will continue
to be in order. Stress tests carried out by the central bank suggest that banks are vulnerable to risks
stemming from exchange-rate dynamics as well as from sectoral concentration in trade and construction,
making it important to strengthen the regulatory, supervisory and resolution powers of the monetary
authorities — efforts which are underpinned by IMF engagement under the ECF.

28. Overall, the macroeconomic policy framework is assessed to be adequate for this operation,
including in view of the fact that the operation itself is intended to help address emerging risks.
Historically, the Kyrgyz government has maintained significantly positive gross operating balances,
implying that the overall fiscal deficit was essentially attributable to needed public investment. That said,
the fiscal slippages that occurred in 2017 and a widening of the structural deficit implied by policy
decisions made that year now call for corrective action. This operation supports that objective by
specifically, (i) strengthening fiscal sustainability through the introduction of a binding fiscal rule, and (ii)
enhancing fiscal transparency through improvements to the legal budgetary framework, as well as (iii)
revenue measures that complement additional commitments under the Fund program. These actions,
together with expenditure compression measures also advocated by the IMF should allow the Kyrgyz
Republic to pre-empt large internal or external imbalances of a nature to endanger macroeconomic
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stability. Sources of financial sector vulnerability can be credibly addressed through strengthened
oversight and supervision. Finally, the debt sustainability outlook does not suggest immediate or high-
probability sources of risk. Yet the risks to the proposed operation are substantial, and the World Bank
will continue to closely monitor macroeconomic developments and coordinate with the IMF to ensure
that the environment remains adequate for the operation.

C. IMF RELATIONS

29. The most recent Three-Year Arrangement under the Extended Credit Facility (2015-2018) was
approved on April 8, 2015. Key policy areas under the program included macroeconomic stability, fiscal
and debt sustainability, financial sector health and structural reforms. The First Review under the
Arrangement was approved by the IMF’s Board on November 18, 2015, followed by Second and Third
reviews on June 17, 2016 and December 14, 2016, respectively. The Fourth Review initially scheduled to
take place in June 2017, was eventually combined with the Fifth Review. Both were considered on
December 15, 2017 by the IMF Board, which concluded that: “While significant risks remain, debt and
financial sector vulnerabilities have subsided. The authorities are committed to prudent macroeconomic
policies and implementation of structural reforms and see them as essential to promoting higher and
more inclusive growth and to increase economic resiliency.” This notwithstanding, the ECF program
lapsed in April 2018 without the completion of the sixth review. With the invitation from the Government
of the Kyrgyz Republic, the IMF recently undertook a mission to the Republic during the period of
September 19-October 3, 2018 with the objective of presenting a proposed outline of the possible new
IMF program to the authorities. The proposed outline has been discussed with the Government and is
currently being deliberated by the authorities. This notwithstanding, the World Bank team will continue
to coordinate very closely with the IMF on the macroeconomic framework, fiscal policy, and a wide range
of structural issues.

lll. THE GOVERNMENT’S PROGRAM

30. The new government’s priorities and medium-term objectives are described in its “Unity, Trust,
Creation.”, 2018-2022, which is a strategic document unveiled in 2018. This plan accords high priority to
addressing governance issues in a wide range of areas (from economic management to public services
delivery), while also emphasizing the need for coordinated initiatives to leverage growth opportunities in
key sectors of the economy, encourage digitalization of the economy, and promote spatially balanced
economic development. The plan also serves as a vehicle to implement the country’s long-term
development vision embodied in Vision 2040.

31. The Unity, Trust, Creation program is articulated around four priorities and three cross cutting
themes. The Plan seeks to significantly boost economic development through simultaneous efforts in four
priority areas — namely, (i) closing infrastructure gaps; (ii) creating a more attractive investment
environment (including through sound macroeconomic policies, investment promotion initiatives and tax
reform); (iii) implementing PPP solutions and improving the management of public assets; and (iv)
strengthening and deepening the financial sector. These priorities are to be complemented by efforts to
improve human capital, defined as improvements in education and health quality, better social protection
and cultural development.
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IV. THE PROPOSED OPERATION

A. LINK TO GOVERNMENT PROGRAM AND OPERATION DESCRIPTION

32. The overarching objective of the proposed DPO is to support the Kyrgyz government in
promoting sustained economic growth, through policies to strengthen macro-fiscal foundation for
growth, enhance transparency in public sector operations, and boost private sector competitiveness.
The design of the operation reflects the priorities of the authorities, described above, especially with
respect to private sector development and public-sector accountability. While strengthened, fiscal
management is not a core component of the government’s development strategy, it is nonetheless
recognized as critical by the authorities in light of growing fiscal pressures, and as a key underpinning for
sustainable public action.

33. The proposed operation has been prepared with a view to deepen reforms in areas supported
under previous DPOs, while adjusting to new circumstances. It extends reforms supported under the
previous DPO series (P129597; P148099; P126034) in the areas of public personnel integrity, public
procurement management, and business environment improvements. With respect to previous
engagements, it adds focus on fiscal management (hitherto covered mostly under the IMF programs) and
seeks to support more proactively the government’s determined push to foster the development of the
digital economy and diversified export-led growth drivers. In addition, a number of existing investment
and analytical and advisory activities in the country have informed the design of the operation (see Table
5).

34. The design of the operation also benefited from lessons-learned from the previous DPO
series. Key lessons include the importance of (i) concentrating on a few policy areas that have the
government’s full ownership; and (ii) complementing the DPO with other instruments for World Bank
support, including investment project financing, technical assistance, and analytical activities. In
recognition of the limited government capacity and of the lengthy legal policy processes in the country, it
seeks to balance legislative and implementation actions, in a way that focuses and supports the reform
momentum over time. The design of the operation — as a stand-alone DPO — constitutes a departure from
the previous programmatic approach to policy lending, in the context of DPO series. This is in recognition
of the fact that (i) the operation was prepared at a time of transition -in the domestic political landscape
and in the Bank’s own strategic cycle- such that it was essentially meant to close a chapter, without
preempting future engagement; and (ii) rapidly changing circumstances and needs require a nimble
approach, and capacity to respond flexibly.

35. The program is also aligned with the World Bank Group’s approach to Maximizing Finance for
Development (MFD). It is MFD-enabling inasmuch as it seeks to (i) restore macroeconomic (and
specifically fiscal) discipline, which is currently a key obstacle to large private sector investment, (ii)
address core cross-cutting constraints to private investment through both governance interventions
(conflict of interest and public procurement) and business climate actions (including in the context of
regional integration), and (iii) lay the governance and regulatory foundations for greater private sector
involvement in the development of the digital economy. As such it can be expected to stimulate private
sector solutions in trade and ICT in support of the Unity, Trust, Creation plan. Private sector solutions in
these areas are expected within three to five years of the operation’s closing date. Over the longer run,
the more stable macroeconomic situation will be critical to attract large long-term investments in hydro-
power.
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B. PRIOR ACTIONS, RESULTS AND ANALYTICAL UNDERPINNINGS

36. The Development Objective of the Development Policy Operation (DPO) is to support the
Government of the Kyrgyz Republic in strengthening macro-fiscal foundations for growth, enhancing
transparency and anti-corruption in the public sector, and boosting private sector competitiveness.

37. Enhanced fiscal management is critical to ensuring the sustainability of growth prospects, while
providing an effective guide for public action. Given high levels of public debt, prudent fiscal
management is a critical ingredient to ensuring macroeconomic stability, which in turn provides for
greater medium-term security for investors (who continue to see the Kyrgyz Republic as a high-risk
destination). Moreover, a large infrastructure gap, combined with elevated public debt and already high
levels of public expenditure as a share of GDP, imply that important spending needs can only be
accommodated through maximizing the efficiency of spending, and prioritizing expenditure rigorously on
the basis of explicit trade-offs and due consideration to affordability and sustainability constraints. Finally,
the country’s exposure to external shocks also requires that precautionary principles be applied to the
management of public finances, so that fiscal buffers to respond to shocks can be maintained, while
preventing the need for painful and counterproductive ad hoc adjustments. Pillar | of the proposed DPO
seeks to address these issues, by helping the authorities to tackle both pressing and medium-term
consolidation needs, including through providing for greater budget transparency.

38. Improving governance and lowering the level of perceived corruption will alleviate one of the
key constraints to unleashing the growth potential of the economy. Both the 2013 Business Environment
and Enterprise Performance Survey (BEEPS) and the World Economic Forum’s 2016-2017 Global
Competitiveness Report identified corruption as one of the most problematic factors for doing business in
the Kyrgyz Republic. The country has recently made modest progress on key governance indicators, such
as the World Governance Indicators (WGI) and Transparency International’s Corruption Perception Index
(TI CPI), albeit from low initial levels.’* Despite these modest gains, levels of public trust remain low.
Negative perceptions of governance persist in the energy and mining sectors, as well as in the area of
public financial management, particularly public procurement. Pillar Il of the proposed DPO supports the
government in tackling some of the key issues related to preventing corruption in the public sector (e.g.
the Law on Conflict of Interest), and specifically with regards to public procurement (e.g. implementation
of the Public Procurement Law).

39. Long-term growth and poverty reduction will depend on the Kyrgyz Republic’s ability to
stimulate private sector investment and development, as well as promote exports to the newly created
EEU. Reform efforts in recent years have not yet translated into a business environment conducive for
private investment; in fact, some indicators point to a negative trend. Overall, the country ranked 77" out
of 189 in the Doing Business report in 2018, a deterioration from 2016 and 2017. On the World Economic
Forum’s Global Competitiveness Index (GCl)—the country’s position was 111" out of 140 in 2016-17,
which was also a downgrade from previous years. The Kyrgyz Republic’s weak performance, in spite of
legislative and institutional reforms, reflects their poor implementation, the persistence of a heavy
regulatory burden, administrative complexity, and corruption, against the backdrop of a maze of licenses,
permits and procedures. Specifically, complex tax administration hampers private sector growth,
including among small and medium enterprises (SMEs). Weak ICT infrastructure and internet connectivity

4 The Kyrgyz Republic’s TI CPI ranking in 2015 was 123 out of 167 countries, compared to 164" out of 183 countries
in 2011.
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(particularly in rural areas) represent additional constraints!® on private sector activity, particularly in the
services sector, which will be central to diversification efforts and increased value addition. Pillar Il of the
proposed DPO is addressing the above bottlenecks to foster more vibrant private sector development and
unlock export potential.

Pillar I: Macro-fiscal foundations for growth

40. Reforms under the first pillar support two policy objectives: (i) enhancing budget discipline and
transparency; and (ii) increasing domestic revenue mobilization. These reforms were selected because
they address both short-term imperatives of fiscal consolidation, as well as medium-term needs for more
rigorous, strategic and binding fiscal management and oversight.

Objective 1. Enhancing budget discipline and transparency
> Adopting a fiscal rule and strengthening the budgetary legal framework.

41. Fiscal management has been suboptimal and prone to deviations from its targets, reflecting the
country’s high exposure to shocks as well as institutional weaknesses. These two sources of vulnerability
have been exemplified by the fiscal performance of recent years. The regional headwinds, triggered by
the drop-in oil prices, had a direct and significant impact on the fiscal position of the Kyrgyz Republic, via
revenue and exchange rate channels. First, the slowdown in external trade depressed revenues from trade
taxes, which account for a significant share of total revenues. Second, the depreciation of the domestic
currency mechanically translated in a dramatic increase of public debt (which grew by almost 20 percent
of GDP during 2014-15), putting the country temporarily at heightened risk of debt distress. Institutional
weaknesses have also contributed to suboptimal fiscal outcomes, particularly on the spending side.
Relative fiscal discipline has been achieved to some extent at the expense of fiscal predictability, with
significant ad hoc adjustments in spending (both on the recurrent and investment sides) and sizeable
deviations between planned and actual expenditures.

42. Fiscal discipline has been substantially relaxed in 2016 and 2017. In 2016, the general
government budget ran a deficit of 6.3 percent of GDP (overall balance including on-lending), a significant
increase from 3.0 percent in 2015. The fiscal deficit was mainly financed through external borrowing
amounting to 4.2 percent of GDP net of amortization, resulting in an increase in the stock of debt by 4.3
percent in US dollar terms. While the deficit (overall balance excluding on-lending) target of 4.5 percent
under the Fund-supported program was eventually met, the budgetary exercise was characterized by
large deviations between planned and actual expenditures: unbudgeted expenditures (exceeding 4
percent of GDP) had to be offset with ad hoc spending cuts in goods and services expenditures and the
re-phasing of investment. In 2017, the spending trends continued where a one-off unplanned expenditure
estimated resulted in a deficit of 4.7 percent of GDP. Moreover, the authorities took policy decisions,
which will add to spending pressures and budget rigidity going forward, including increases in wages and
pensions, as well as social entitlements.

15 According to the GCl, and as measured by the pillar on “Technological Readiness,” the Kyrgyz Republic ranks
particularly low, has shown little improvement over time, and is lagging behind many CIS countries. The country
ranked 125%™ out of 144 countries on the “international internet bandwidth, kb/s per user” indicator—one of the
country’s lowest ranks among all GCl indicators.
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43. The existing legal framework, though strengthened with the introduction of a new Budget Code,
still has gaps -as exemplified by the above discussion-, and critically lacks an explicit and predictable
anchor to guide fiscal policy. The new Budget Code, approved in 2016 and implemented in 2017,
strengthened the Kyrgyz Republic’s fiscal accounts and its budget process. At the same time, the Code still
contains provisions that undermine fiscal discipline. Specifically, Article 115 of the Budget Code allows for
unspecified urgent spending without prior Parliamentary consent (i.e. with approval of the Budget
Committee only). The rules for spending such resources are not specified, nor is the amount capped.
Moreover, the Budget code only stipulates that the Budget Law sets debt limits annually, thus lacking a
permanent, complementary and comprehensive mechanism to ensure fiscal sustainability.

44, Thus, the introduction of a new fiscal rule, through amendments to the Budget Code, would
further improve the fiscal framework. The main features of the proposed new fiscal rule include a debt
anchor supplemented by an operational deficit target covering the general government, including net
investment of the government in state-owned enterprises. It further provides for a notional control
account?® for deviations from the deficit ceiling (to avoid pro-cyclicality), well-specified escape clauses to
be triggered under exceptional circumstances, as well as automatic corrective mechanisms and sanctions
in case of breaches. The fiscal rule will support fiscal discipline over a cycle, continue to support
investments by targeting the operational deficit, and ensure that clear commitment to debt targets will
support debt sustainability, so as to not impose an unacceptable burden on future taxpayers.

45, Additional amendments to the Budget Code would strengthen budgetary integrity during
execution. Indeed, the budgetary process is characterized by large in-year changes in the composition of
spending and significant flexibility, provided by a loose legal formulation -specifically to article 115 of the
Budget Code-, to revise expenditures during budget execution, outside of the framework of the approved
budget, including beyond the approved total expenditure envelope, and prior to budgetary revisions
approved by Parliament. To prevent such significant deviations between planned and executed expenses,
while ensuring that the government has sufficient flexibility to provide for unplanned urgent expenditures
and unforeseen reallocation needs, proposed amendments to the Budget Code would limit the provisions
for in-year amendments to the budget without ex ante approval of the Parliament, strictly to deficit-
neutral operations, in line with the fiscal rule parameters. These amendments would help ensure that
spending unauthorized by Parliament is limited to the minimum required for expediency.

46. The following prior action is proposed:

Prior Action #1. The Government of the Kyrgyz Republic approves and submits to its Parliament,
amendments to the Budget Code to:

e Introduce afiscal rule that provides a debt anchor supplemented by an operational deficit target
for the purpose of ensuring a sustainable fiscal policy; and

e Revise Article 115 to stipulate that any request to the Budget and Finance Committee of the
Parliament to pre-authorize un-budgeted expenditure shall be deficit neutral and compliant
with fiscal rule parameters.

16 The notional control account is essentially a mechanism of book-keeping, whereby positive and negative
deviations from the deficit ceiling are recorded to keep track of the outstanding balance of cumulative deviations.
Once the cumulative deviations exceed a predefined threshold, additional fiscal adjustment measures are triggered
to bring the deficit back in line with the fiscal rule.
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47. Expected Results: The introduction of a binding fiscal rule and amendments to the Budget Code
are expected to lead, over time, to a decline in public debt, reduced differences between budget forecast
and outturn, and stricter adherence to fiscal consolidation targets. Specific indicators include:

e Improvements in the PEFAY indicator (PI-2) on “Composition of expenditure out-turn
compared to original approved budget” (from D+ in 2014 to B by 2019), reflecting improved
credibility of the budget, further measured by a decrease in the variance in the functional
composition of expenditure out-turn, from 54 percent in 2016 to under 10 percent by 2019;

e Adeclining deficit (excluding on-lending) path to 2.5 percent of GDP in 2018 and 2019.
> Enhancing budget transparency and oversight.

48. The ability of the legislature to exercise full oversight over the budget has been compromised
by the relative importance and opacity of State-Owned Enterprise (SOE) operations. A significant share
of loans contracted by the Kyrgyz government from international creditors is directly on-lent to publicly-
owned utilities, for the most part in the energy sector. Meanwhile, the energy sector alone has
accumulated debt in excess of USS 1 billion (or 20 percent of GDP), which it is unable to honor, therefore
requiring yearly transfers from the budget, new debt accumulation, and debt restructuring. Although the
costs of this mounting debt are borne by taxpayers, these implicit subsidies are not included -other than
via provisions for on-lending- into the budget submission, undermining effective public scrutiny, and
decreasing incentives to resolutely address the underlying issue of low utility tariffs, that is at the source
of the problem, through tariff reform.

49, To address this issue, it is important to enhance the quality and comprehensiveness of the
information provided to the legislature in the process of budget approval. Specifically, the budget
documentation to be submitted to Parliament for approval should contain detailed information on
existing liabilities of SOEs, as well as on planned subsidies, loans or debt restructuring, hitherto only
implicitly contained in the budget proposal. To that effect, starting in 2018, budget submissions will
include®® detailed information on transfers, refinancing and restructuring of loans to all state-owned
enterprises, including in the energy sector.

50. The following prior action is proposed:

Prior Action #2. The Government of the Kyrgyz Republic has approved procedures requiring information
on transfers, refinancing and restructuring of budget loans for State-Owned Enterprises to be included
in the Republican Budget Law, starting from the 2018 budget submission.

51. Expected Results: Enhanced scrutiny and oversight by the legislature over the operations of SOEs
and their implications for fiscal policy and sustainability. By requiring that an itemized list of planned loans
to SOEs and summary of outstanding contingent liabilities are explicitly recorded in the budget submission
to Parliament, this action will enhance public scrutiny over this major source of fiscal risk and stimulate
public debate over the (in-)adequacy of the business model of SOEs, in particular those operating in the
energy sector, as measured by the number of parliamentary hearings on the issue (at least once a year).
By promoting public debate and scrutiny of the significant fiscal costs resulting from current energy
subsidies, this action represents a critical foundation for the subsequent tariff reform. Moreover, by

17 A full PEFA update is programmed -with funding identified- for early 2020, covering outcomes in 2019.
8in the Explanatory Note to the Budget.
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enabling an actual tariff increase - leading to higher energy prices in the future- this action will contribute
to a gradual shift of consumer demand and of technology development towards less emissions-intensive
sources of energy, thereby contributing to the country’s climate change mitigation efforts.

Objective 2. Increasing Revenue Mobilization

52. Following fiscal slippages in 2017 and policy decisions that will increase structural expenditures,
returning to fiscal equilibrium will require countervailing measures, including on the revenue side. To
that end, the proposed DPO supports measures that will raise revenues directly, via increases in excises
on alcohol and tobacco.

53. The measures signal the commitment of the government to broader revenue efforts as
evidenced by the increase in basic excise rates on tobacco and alcohol during the 2018 Budget, in line
with the commitments made under 2015-2018 ECF program. Increases in excise rates for alcohol and
tobacco, respectively from KGS 60 to KGS 70'° and KGS1000 to KGS1250% are expected to generate
additional revenues to the tune of KGS 1.1 billion or 0.2 percent of GDP (0.9 percent of tax revenues).?
In the context of the on-going policy dialogue with the IMF and the Bank, the authorities have committed
to a broad range of permanent fiscal measures — including tax policy measures (mostly cancelation of
exemptions) — that are expected to generate additional revenues in 2018, to the tune of 1.2 percent of
GDP.

54. The following prior action is proposed:

Prior Action #3. The Parliament of the Kyrgyz Republic enacts amendments to the Tax Code increasing
basic excise rates on tobacco by 16.7 percent and the Government of the Kyrgyz Republic adopts a
Resolution increasing excise rates on alcohol by 25 percent.

55. Expected Results: Increased collection on excises from alcohol and tobacco by a cumulative
amount in excess of KGS 1 billion in 2018 and 2019, relative to 2017.

Pillar II: Transparency and Anti-Corruption in the Public Sector

56. Reforms under the second pillar support two policy objectives: (i) improving the integrity of
government decisions; and (ii) enhancing the efficiency and transparency of public sector procurement.
These reforms were selected because they address key drivers of poor governance in the Kyrgyz Republic,
namely high-level corruption in public procurement and routine decision making, across the public sector,
by public officials for their own benefit, or that of family members or associates (conflicts of interest).
Taken together, the measures supported by this pillar have the potential to alleviate key constraints to
investment (perceived and actual corruption), growth (vested interest in policy decisions), and sound
public financial management (efficiency of spending).

¥ per 1 liter.

20 per 1000 tipped cigarettes. The excise rate for nonfilter cigarettes, cigars and other tobacco products have also
been raised.

21 Excise rates are regulated differently according to the Kyrgyz Tax Code (Article 287): the excise rate for tobacco
is set by the Tax Code, while excise rates for alcohol are set by the Tax Code as ceilings, and the government has to
issue a decree setting rates not higher than the ceilings.
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Objective 1. Improving the Integrity of Government Decisions
> Regulating Conflicts of Interest

57. Conflict of interest is an underlying source of corruption among public officials, and policy
inefficiency in Kyrgyzstan. In 2014, the Ministry of Economy (MoE) commissioned a study on the
pervasiveness of conflicts of interest in the country, based on focus groups of public officials and business
representatives in the cities of Bishkek, Osh and Karakol. According to the results of this study, conflicts
of interest in the Kyrgyz Republic occur most often in public procurement, when members of the tender
committee have personal interests in the companies that bid on a contract. Other instances of conflicts
of interest include public officials making regulatory decisions that affect businesses in which they have a
private stake, as well as nepotism in the civil service. However, the Kyrgyz Republic’s current primary
legislation does not include a provision that prevents or sanctions this behavior, and it does not even
define conflicts of interest.

58. Adopting the new Law on Conflict of Interest will increase transparency about the private
interests of public officials and establish institutional arrangements to prevent conflicts of interest. The
law will require that public officials submit declarations of personal interests in addition to their asset and
income declarations. The law envisages both conflict of interest prevention and handling, and the
imposition of sanctions. Commissions on Ethics will be created in various ministries, departments, and
agencies. Their mandate will be to review and verify the declarations of personal interest and identify
potential and consumed conflicts of interest. In cases when a public official is found to have acted in
his/her public capacity for personal gain, the law stipulates appropriate sanctions (including the possibility
of cancelling contracts and other decisions/acts concluded by the public official) and the financial liability
of the official who received income or benefits as a result of conflicts of interest. The State Service for
Combating Economic Crime and the General Prosecutor’s Office will be in charge of investigating conflict
of interest violations and imposing sanctions under the offense of abuse of office. Besides sanctions, the
law also provides for advisory mechanisms to help prevent conflicts of interest from arising in the first
place. The law stipulates that the Cabinet of Ministers will designate an authorized body for handling
conflict of interest, once the law becomes effective. This body will also provide support to the
Commissions on Ethics to ensure a consistent application of provisions on conflict of interest across the
public sector.

59. The following prior action is proposed:

Prior Action #4. The Parliament of the Kyrgyz Republic enacts the Law on Conflict of Interest, to define
conflicts of interest and to provide mechanisms for their prevention and sanction.

60. Expected Results: Increased transparency regarding the private interests of public officials and
robust mechanisms for managing conflicts of interest, as measured by the percentage of declarations of
personal interests of public officials reviewed and verified by the Commissions on Ethics to identify
potential and consumed conflicts of interest.
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Objective 2. Enhancing the efficiency and transparency of Public Procurement
> Enhancing Public Procurement Efficiency

61. In 2015, the Kyrgyz Parliament approved a landmark Public Procurement Law (PPL) which,
together with complementary regulatory acts, significantly improved the legal framework for public
procurement. The PPL, developed with the World Bank support, made the following critical
improvements to the Kyrgyz Republic’s public procurement system: (i) a more transparent procurement
process, in which information on every step of the process is made public on the Public Procurement
Portal; (ii) improved oversight, through a strengthened role for the Tender Commission, including
mandatory review and declaration of no objection to bidding documents; (iii) process streamlining and
simplification, via the use of framework agreements and e-reverse auction; (iv) enhanced competition
through limits on single-source procurement (and mandatory publication of intention to go with direct
contracting), and the mandated development and use of standard bidding documents (SBD); and (v)
improved redress mechanisms through the creation of an Independent Complaint Review Commission
(ICRC) and the introduction of anti-bribery clauses, the violation of which is a criterion for inclusion into
the database of unreliable suppliers.

62. This DPO further supports the enhancement of public procurement practices through
implementation measures for the law. Specifically, it does so by promoting (i) enhancements to
secondary implementing legislation relative to the work of the Independent Complaint Review
Commission to reflect initial lessons from experience, and (ii) the development and adoption of standard
bidding documents in two key public procurement areas.

63. An effective redress mechanism, provided by the Independent Complaint Review Commission,
is the most important area for improvement of the Kyrgyz procurement system. According to the 2014
Public Expenditure and Financial Accountability (PEFA) assessment, Kyrgyzstan’s composite score on
indicator PI-19 (“Competition, value for money, and controls in procurement”) was a B, but the country
score was D on sub-indicator PI-19iv (“The existence of an independent administrative procurement
complaints review system”). A significant step was taken when the ICRC was established in March 2016
for the review of complaints and requests for inclusion into the database of unreliable suppliers. This has
contributed to the enforcement of the practical applications of the PPL by ensuring that violations of this
legislation and deliberate or unintended faults of procuring authorities can be corrected. According to
public procurement reports, there were 403 complaints reviewed by the Public Procurement Department
in 2015, and 2035 complaints reviewed by the Independent Commission the following year, indicating a
significant improvement in the responsiveness of the system, and in the trust of the business sector in
redress mechanisms.

64. Nonetheless, based on the first year of operations of the ICRC, the need for further
improvements became apparent. This operation thus promotes changes to the Regulation guiding the
work and procedures of the Commission to introduce, inter alia, that: (i) the ICRC is now structurally
positioned in the designated regulatory body, (ii) all complaints and objections will be electronically and
randomly distributed among the committee members — a measure that will help to minimize personal
interactions between the committee members and other participants of the complaint and objection
review process, and (iii) parties will be able to participate in proceedings on-line so as to provide better
access to participants from remote regions.
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65. The DPO further supports the implementation of the PPL through the development and
adoption of standard procedures for the application of the Law, in the form of standard bidding
documents for pharmaceuticals and plant and equipment procurement. While the PPL provides for
development and use of standard bidding documents, until now only a set of basic documentation
applicable for two stage/one stage/simplified bidding was available for procuring entities. Procuring
entities in the health sector used basic bidding documents in the process of pharmaceuticals
procurements, which did not provide for required specificity. As for plant and equipment procurement,
the respective procuring entities had to conduct three separate biddings (for design, supply of goods and
installation works) instead of one, in the cases when a turnkey solution was required. The proposed
operation supports the development and adoption of two new comprehensive sets of bidding documents
for (i) pharmaceuticals, as well as (ii) design, supply and installation of plant and equipment.

66. In addition, the World Bank and other development partners will continue to support
institutional capacity building. This assistance will help operationalize the Public Procurement
Department (PPD) as an effective regulatory body and build institutional capacity for the Independent
Complaint Review Commission. With World Bank support, the PPD and Training Institute in the Ministry
of Finance (MoF) will roll out capacity building through online and face-to-face programs involving
procuring entities, bidders and all other stakeholders. The program will include e-procurement.

67. The following prior actions are proposed:

Prior Action #5. The Government of the Kyrgyz Republic, through the Ministry of Finance, adopts an
Order on the “Regulation on the procedure for the work of an Independent Complaints Review
Commission” which adopts procedures to strengthen the objectivity and transparency of complaints
handling.

Prior Action #6. The Government of the Kyrgyz Republic, through the Ministry of Finance, adopts
Standard Bidding Documents for pharmaceuticals and other medical products, as well as for the design,
supply and installation of plant and equipment, to streamline procurement, while enhancing value for
money.

68. Expected Results: A strengthened basis (more transparent and sustainable) for complaints
handling in public procurement, as reflected by an increase in the score of dimension (iv) of the PEFA PI-
19 indicator based on the 2011 PEFA methodology (from D in 2014 to C in 2019); and over time, a more
competitive, efficient and transparent public procurement environment, as reflected in an increase in the
overall score on PEFA PI-19 (from B in 2014 to B+ in 2019); and, a reduction in the average processing time
for review by the ICRC from 10 days in 2017 to 7 in 2019. Procuring entities in the Health and Energy
sectors will obtain better procurement outcomes with due considerations of fit-for-purpose and value for
money, through using the new tailored bidding documents. Specific targets include: at least 50 percent of
procuring entities using the new SBDs in the health sector, and gradual use of the SBDs for large
procurement requiring turnkey solutions (NB.: it is not possible to set a specific quantitative indicator, as
these SBD are very specific and their usage depends on the investment plans of the companies). Lastly,
the SDBs, based on the international best practices, will allow beneficiaries to use additional factors, in
addition to price, for bids evaluation: including life cycle costs, energy performance of the equipment and
fuel efficiency standards. As such, the action will have positive climate change mitigation impacts, since
energy efficiency improvements of the newly installed equipment will result in GHG emissions reductions.
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Pillar 1lI: Private Sector Competitiveness

69. Reforms under the third pillar support three policy objectives: (i) promoting trade, in the context
of the Kyrgyz Republic’s recent accession to the EEU; (ii) improving the business environment for firms;
and; (iii) supporting the development of the digital economy. Accomplishing these goals will allow Kyrgyz
businesses to access the larger markets of EEU member countries, reduce compliance costs, and improve
private sector competitiveness more broadly. In addition, expanding the coverage of internet connectivity
torural areas is an important driver of shared prosperity, as well as a basis for more efficient early warning
systems.

70. The reforms supported under this pillar build a foundation for the Kyrgyz Republic to reap the
long-term benefits of economic integration. Joining the EEU’s Customs Union gives Kyrgyz producers an
opportunity to reach a much larger market, while creating demand to reform the business environment
in directions that will be necessary to compete on a regional scale. This will facilitate a long-term transition
from a gold- and remittance-dependent economy toward a competitive economy integrated into regional
and global trade networks. This transition will take time, and it will require the Kyrgyz Republic to increase
the quality of its infrastructure and testing services, as well as the knowledge and capacity of domestic
producers. This operation builds on existing strengths, capacities, and ongoing World Bank Group (WBG)
support in order to strengthen the foundation for this transition, while using other complementary
instruments and partnerships to achieve long-term results. It targets specific binding constraints to the
private sector, within a broader policy agenda supported by development partners. It is complementary
to the ADB’s parallel budget support engagement, which seeks to, inter alia, improve access to finance for
the private sector, encourage private sector participation in physical and social infrastructure, and
facilitate FDI in the Kyrgyz economy.

Objective 1. Promoting Trade

71. The establishment of the Eurasian Economic Union, of which the Kyrgyz Republic became a
member in 2016, created significant trade opportunities for the country. The creation of the EEU
abolished, in principle, all border controls, and trade taxes across all member countries and a wide market
of over 183 million consumers. In turn, this created important opportunities for Kyrgyz producers that
have a comparative advantage in food product exports (which amounted to US$ 186 million in 2016, of
which close to 60 percent were sold to EEU member countries, with considerable scope for further
growth) among others.

72. However, to fully avail themselves of these opportunities, Kyrgyz producers need to be able to
comply with the EEU’s technical regulations and to demonstrate compliance. The regulations set
requirements for food products and related processing, storage, transportation, sale and utilization;
demonstrating compliance requires access to testing facilities and adequate documentation. To date this
has been a major bottleneck. In fact, the decision taken by the Kazakh authorities in late 2017 to
significantly step-up controls at the main border between the two countries was motivated allegedly by
the failure of five Kyrgyz milk factories to pass veterinary and phytosanitary quality controls, while other
food imports (meat, fish, fruit and vegetables) had apparently not been accompanied with the required
documentation. To ensure that Kyrgyz producers can demonstrably comply with EEU food standards (and
gain access to EEU markets and beyond), a significant overhaul of the institutional and legal/regulatory
framework governing food safety is required.
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73. The DPO thus supports the adoption of a new Law on Food Safety to, inter alia, provide a sound
legal basis for an integrated system of risk-based food-safety inspections and define clear requirements
for Food-Business Operators (FBOs). These measures constitute critical building blocks to increase export
readiness of Kyrgyz food industries. The Law on Food Safety introduces more efficient and reliable controls
and supervisory systems for food safety, improves coordination among supervisory bodies, and
establishes a single state inspection for food safety control and supervision. It complies with the
requirements of the EEU for trade in food products and will facilitate export within the framework of
Generalized Scheme of Preferences (GSP+) status granted to the Kyrgyz Republic. Its implementation will
improve the credibility of Kyrgyz exports to existing markets and open new markets. It also establishes
clear requirements for FBOs, including the introduction of Hazard Analysis Critical Control Point (HACCP)
certification, traceability, and FBO liability. The Law on Food Safety was drafted in consultation with
stakeholders under the WBG’s Investment Climate TA, and it will ensure more efficient state control of
the food industry, which will make Kyrgyz food producers more competitive in international markets.

74. The following prior action is proposed:

Prior Action #7. The Government of the Kyrgyz Republic has approved and submitted to its Parliament
the draft Law on Food Safety to strengthen the technical and institutional framework for quality controls
and certification in respect to food safety.

75. Expected Results: The reform is expected to open markets for domestic products and promote
greater export readiness among Kyrgyz firms, as measured by an increasing number of firms: (i)
implementing HACCP principles; and (ii) included in the EEU register of FBOs and allowed to export to the
EEU. Specific results indicators / targets include:

e An increase in the number of firms with HACCP principles in place from 43 in 2016 to 58 by
2019

e Anincrease in the number of firms included in the EEU register of FBOs and allowed to export
to the EEU from 43 in 2016 to 54 by 2019.

Objective 2. Improving the Business Environment

76. The Kyrgyz Republic is considered the least competitive among Central Asian countries in the
World Economic Forum’s Global Competitiveness Index and ranks 111 among 138 countries. The report
identifies regulatory uncertainty, regulatory implementation gaps, compliance costs for businesses,
corruption, inflation, and tax rates as the most problematic factors for doing business in the
country. Constraints in implementation capacity within the government, as well as corruption, lead to
significant gaps between de jure design of regulations and their de facto implementation, which hampers
private sector investments.

77. Businesses in the Kyrgyz Republic face high administrative costs of paying taxes. The Kyrgyz
Republic is ranked 151 on the Doing Business Paying Taxes indicator. On average firms make 51 tax
payments per year per, spend 225 hours a year filling, preparing and paying taxes, which amount to 29
percent of profit. This is far above the -already high- regional average of 17.6 payments requiring 221.5
hours. Over 50 percent of businesses identify complicated tax administration as one of the key challenges
for business development, according to the 2015 Doing Business report. A specific issue concerns social
security contributions, fees, and other mandatory charges that must be paid to the Social Fund of the
Kyrgyz Republic rather than the State Tax Service (STS). Furthermore, entrepreneurs do not have the
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option to pay social contribution and taxes at the same time and have to make payments to specific banks
separately for social contributions and other tax payments. As a result, enterprises in the Kyrgyz Republic
spend an average of 5.6 days per year making separate payments to the Social Fund. Finally, businesses
are inspected by these agencies on an almost identical tax base (personal income of employees).
According to the results of a tax compliance cost survey conducted by the International Finance
Corporation (IFC) in 2014, transferring the administration of social insurance payments to the STS, would
potentially generate USD 1.3 million in compliance savings for businesses.

78. The DPO thus supports a phased transfer of the administration of social insurance payments
from the Social Fund to the State Tax Service, to reduce the time required for businesses to administer
social insurance contributions. This requires amendments to a package of laws, including to the Tax Code
and the legislation governing social insurance payments, as well as significant transfers of information and
capacity across the two agencies. While pilots have been completed -with transfer of the administration
of social insurance payments for the self-employed and businesses in certain districts, full nation-wide
roll-out will take time and determined effort. The WBG provided support to pilots in two local tax offices
and is currently providing TA to the MoE and the STS to draft the package of laws, including amendments
to the Tax Code and the legislation governing social insurance payments.

79. The following prior action is proposed:

Prior Action #8. The Government of the Kyrgyz Republic adopts a Resolution establishing a deadline for
the nation-wide roll out of the transfer of social insurance payments administration from the Social
Fund to the State Tax Service in 2019.

80. Expected Results: Lower administrative cost of paying taxes and social contributions as measured
by the share of firms filling reports on social contributions with the State Tax Service. Along with
amendments to the legislation introducing the same tax administration procedures (reporting, appeals,
inspection etc.) for social insurance payments and aligning tax bases for PIT and social insurance
payments, this reform will generate significant compliance cost savings for businesses. The government
will also improve revenue collection and generate more revenues with less resources. Specific results
indicators / targets include:

e 100 percent of firms filing reports on social contributions with the STS by end-December 2019

e A reduction in the tax compliance cost, measured by the Doing Business “Paying Taxes”
indicator from 225 hours per year in 2016 to 205 hours per year in 2019.

Objective 3. Supporting the Development of the Digital Economy

81. The proposed DPO program supports the government’s emphasis on expanding internet access
across the Kyrgyz Republic and promoting the development of the digital economy.

82. The first priority is to expand wireless network coverage and effectiveness. The ongoing
migration from analog to digital television is freeing-up radio spectrum frequencies, which will help
telecommunication companies reduce the cost of deploying wireless networks, including for use in rural
telecommunications. Meanwhile, the authorities aim to ensure competitiveness of the connectivity
market and provide a level playing field for all market players, so as to boost private investment in ICT.
The sector’s regulator, the State Communications Agency (SCA), plans to undertake a market analysis of

24




the wholesale internet connectivity market to ensure that it is competitive, to define specific competition
safeguards, such as tariff regulation or open access rules, and to establish a dispute-resolution mechanism
based on international good practices at a competent public body. These reforms, supported by the DPO,
would also lay the groundwork for implementing the regional Digital Central Asia-South Asia (CASA)
Project??, and provide an enabling environment for the deployment of digital technologies to support
other government policies and actions, including efforts to address vulnerability to natural disasters and
climate risks.

83. The second priority is to promote broad use of digital technology across government and
business operations. The adoption of laws on electronic governance, electronic signature, protection of
personal information, state and municipal services and on access to information held by state and local
bodies of the Kyrgyz Republic, sets a legal basis for implementing the Taza Koom project. Taza Koom will
provide inclusive access to better public and private services and increase the transparency and efficiency
of public administration through the automation of streamlined administrative processes. Along with the
adoption of the above-mentioned laws, the operation supports further changes to a number of legislative
acts to align the provisions of the existing laws with the principles of the new Law on Electronic
Governance, laying the foundations for both the information technology industry and electronic
government.

84. The following prior actions are proposed:

Prior Action #9. The Government of the Kyrgyz Republic has (a) adopted amendments to the Law on
Electronic and Postal Communications to promote competition in the issuance of the radio spectrum
resource for providing data transmission; and (b) adopted through its State Committee of Information
Technologies and Communication a procedure for dispute resolution between electronic
communications service providers.

Prior Action #10. The Parliament of the Kyrgyz Republic, adopts laws to lay key governance foundations
for the development of the digital economy and e-service delivery.

85. Expected Results: Greater competition in the sector, leading to a measurable increase in
international internet bandwidth during the life of the operation, improved access to broadband internet
in the country over the long run, and improved competitiveness in the market; and effective grievance
redress in the sector. A gradual expansion of government to citizen (G2C) and government to business
(G2B) electronic services, resulting in: a) a reduction in contact points for corruption; b) a smaller
regulatory implementation gap for the private sector; c) lower regulatory compliance costs for the private
sector. Specific results indicators / targets include:

e An increase in the International Telecommunications Union internet bandwidth indicator
from 5008 Mbps in 2016 to 6500 Mbps in 2019;

e Operationalization of the dispute resolution mechanism between electronic communications
service providers;

e An increase in the Number of visitors to the State Portal for E-Services, from 0 in 2017 to
100,000 or more in 2019.

22 The Digital Central Asia-South Asia Program aims to improve telecommunications and Internet connectivity
throughout the region, focusing initially on connecting the relatively underserved markets of Afghanistan, Kyrgyz
Republic, and Tajikistan.
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86.

Lastly, by increasing the internet bandwidth and improving access to broadband internet across

the country, including in areas which are most vulnerable to natural disasters and climate change impacts,
this action will enable improvements in early warning systems to support better communication between
disaster-prone areas and communities and relevant public agencies, better detection and evaluation of
the disasters’ magnitude, and reductions in post-disaster response and recovery time.

Table 5: DPO Prior Actions, Analytical Underpinnings and Technical Assistance

Prior Actions

Analytical Underpinnings

Operation Pillar I: Macro-Fiscal Foundations for Growth

Prior Action #1. The Government of the Kyrgyz Republic approves
and submits to its Parliament, amendments to the Budget Code to:

e Introduce afiscal rule that provides a debt anchor supplemented
by an operational deficit target for the purpose of ensuring a
sustainable fiscal policy; and

e Revise Article 115 to stipulate that any request to the Budget
and Finance Committee of the Parliament to pre-authorize un-
budgeted expenditure shall be deficit neutral and compliant
with fiscal rule parameters.

World Bank Public Expenditure Review,
2014,

Joint World Bank / IMF-FAD TA;

Public  Expenditure  and  Financial
Accountability Assessment (2014).

Prior Action #2. The Government of the Kyrgyz Republic has
approved procedures requiring information on transfers, refinancing
and restructuring of budget loans for State-Owned Enterprises to be
included in the Republican Budget Law, starting from the 2018
budget submission.

Joint World Bank / IMF-FAD TA
Public  Expenditure and  Financial
Accountability Assessment (2014).

Prior Action #3. The Parliament of the Kyrgyz Republic enacts
amendments to the Tax Code increasing basic excise rates on
tobacco by 16.7 percent and the government of the Kyrgyz Republic
adopts a Resolution increasing excise rates on alcohol by 25 percent.

Joint WB/IMF monitoring

Operation Pillar II: Transparency and Anti-Corruption in the Public Sector

Prior Action #4. The Parliament of the Kyrgyz Republic enacts the Law
on Conflict of Interest, to define conflicts of interest and to provide
mechanisms for their prevention and sanction.

TA on conflict of interest under the
Capacity Building  for Economic
Management Project (2014);

TA on conflict of interest under the
implementation of the PSRR (2013-2016).

Prior Action #5. The Government of the Kyrgyz Republic, through the
Ministry of Finance, adopts an Order the “Regulation on the
procedure for the work of an Independent Complaints Review
Commission” which adopts procedures to strengthen the objectivity
and transparency of complaints handling.

Country Fiduciary System Review Report
(2012);

Public  Expenditure  and  Financial
Accountability Assessment (2014);

World Bank TA engagement.

Prior Action #6. The Government of the Kyrgyz Republic, through the
Ministry of Finance, adopts Standard Bidding Documents for
pharmaceuticals and other medical products, as well as for the
design, supply and installation of plant and equipment, to streamline
procurement, while enhancing value for money.

Country Fiduciary System Review Report
(2012);

Public  Expenditure  and  Financial
Accountability Assessment (2014);

World Bank TA engagement.

Operation Pillar lll: Private Sector Competitiveness

Prior Action #7. The Government of the Kyrgyz Republic has
approved and submitted to its Parliament the draft Law on Food

IFC Advisory
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Prior Actions Analytical Underpinnings

Safety to strengthen the technical and institutional framework for | World Bank-executed Trade and
quality controls and certification in respect to food safety. Competitiveness Advisory Program
(2009-17).

Prior Action #8. The Government of the Kyrgyz Republic adopts a
Resolution establishing a deadline for the nation-wide roll out of the
transfer of social insurance payments administration from the Social | Business Environment and Enterprise
Fund to the State Tax Service in 2019. Performance Survey (BEEPS) 2013

Advisory  Services and Analytics
Prior Action #9. The Government of the Kyrgyz Republic has (a) | ,dertaken in FY13 and FY14 to identify

adopted amendments to the Law on Electronic and Postal
Communications to promote competition in the issuance of the radio
spectrum resource for providing data transmission; and (b) adopted
through its State Committee of Information Technologies and
Communication a procedure for dispute resolution between
electronic communications service providers.

opportunities and challenges in regional
and cross-border telecommunications
connectivity in Central Asia.

Advisory and training in FY16-FY17
including on Dispute Resolution best
practices.

Prior Action #10. The Parliament of the Kyrgyz Republic, adopts laws | Digital CASA project
to lay key governance foundations for the development of the digital
economy and e-service delivery.

C. LINK To CPF AND OTHER BANK OPERATIONS

87. The proposed operation is fully aligned with the new World Bank Group Country Partnership
Framework for the Kyrgyz Republic for FY19-22.2 The CPF seeks to promote diversified, export-oriented,
inclusive and sustainable growth while adding greater focus on export and private-sector led growth, as
well as macroeconomic management. The CPF reflects selectivity of key binding constraints identified in
the Systematic Country Diagnostic. The CPF objectives which are aligned with the three pillars of the
proposed stand-alone operation include: enable stable, pro-growth macro management; enhance
conditions for private investment and diversification; and promotion of digitization and development of
e-economy.

88. Several World Bank capacity-building operations and analytical and advisory activities have
supported the identification and implementation of the supported reform agenda. These include: TA
support for the implementation of the Public Sector Reform Roadmap; public procurement TA using Trust
Fund and Institutional Development Fund (IDF) resources; a public financial management (PFM) capacity-
building project supported by several development partners; joint donor coordination efforts to support
the implementation of the Private Sector Development Program, funded by IDF resources; Investment
and Competitiveness TA provided by IFC; and consultation of the World Bank’s Doing Business team.

89. In addition, the proposed program also benefited from extremely close coordination between
the World Bank and IMF, including through joint missions and TA. The World Bank and the IMF-FAD
jointly carried out a broad review of subsidies, as well as TA on the development of a rules-based fiscal
framework.

23 The Board discussions is scheduled for November 8, 2018.
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D. CONSULTATIONS AND COLLABORATION WITH OTHER DEVELOPMENT PARTNERS

89. The World Bank has collaborated closely with the IMF and other development partners on the
proposed operation. The World Bank team has discussed the macroeconomic framework with the IMF
country team extensively. In addition, DfID supported the World Bank’s TA activities in public sector
governance, including through a recently completed Externally-Funded Output (EFO), which will be
followed up by additional TF support. The private sector competitiveness agenda has been strongly
supported by IFC advisory services.

90. The government has held extensive public hearings on a number of prior actions and related
reforms, including on conflict of interest, public procurement, and food safety. Several of these
consultations have been supported by the World Bank’s ongoing technical assistance projects and
involved multiple stakeholders, including all branches of government and civil society.

V. OTHER DESIGN AND APPRAISAL ISSUES

A. POVERTY AND SOCIAL IMPACT

91. The measures supported under the proposed DPO are expected to have a positive impact on
poverty reduction and shared prosperity through: promoting (i) fiscal sustainability and a stable
macroeconomic environment, (ii) strengthening public governance structures (including e-governance at
the local level), and (iii) creating stronger foundations for private-sector-led growth and job creation. By
supporting stronger macro-fiscal foundations and addressing some of the binding constraints to an
improved business climate, the operation is expected to improve prospects for higher and more
sustainable growth which, poverty analysis shows, is a key driver of poverty reduction. The proposed
operation, is also expected to reduce opportunities for corruption, which significantly affects the poor,
and to allow for an extension of ICT-mediated social service delivery at the local level.

92. The fiscal measures supported under the proposed operation are assessed to be mostly
distribution neutral and are unlikely to affect the poorest segments of the population in any significant
or detrimental way. Moreover, efforts to bring public expenditures on a more sustainable footing are
consistent with the objectives of ensuring greater focus in public spending on essential public missions,
while preventing an excessive accumulation of debt, which would burden future generations.

93. An exception to the distribution-neutral assessment of the proposed fiscal measures specifically
relates to proposed increases in taxes on tobacco and alcohol products. In the short term, the proposed
increase in taxes on alcohol and tobacco is likely to have a negative, albeit relatively small, impact on
consumable income for both the poor and the non-poor. This is because the consumption of these goods
is relative unresponsive to changes in their price. Moreover, the poor would be proportionally more
affected because they tend to spend a relatively larger share of their total expenditure on these items.
However, in the medium to long terms, increased prices are expected to lead to lower consumption of
tobacco and alcohol, with a more pronounced effect for poor consumers (recent estimations for the
Kyrgyz Republic found that a 1 percent increase in the price of tobacco products translates into a 0.54
percent decline in consumption overall and a 0.74 percent decline in the poorest quintile?*). This is

24 postolovska I., Lavado, R., Tarr, G., Verguet, S. 2017. “Estimating the distributional impact of increasing
tobacco taxes in Armenia: Results from an extended cost-effectiveness analysis.” Washington, DC: The
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expected to yield positive outcomes in terms of life expectancy, reduced private and public health
expenditures, and higher labor productivity. Findings for the Kyrgyz Republic suggest that higher tobacco
taxes would bring large health and financial benefits to Kyrgyz households and be pro-poor. According to
an extended cost-effectiveness analysis for a 75 percent tax on tobacco?® assumption, over several years?®,
104,000 premature deaths would be averted, along with USS 2.4 million in out-of-pocket expenditures
and 12,100 new poverty cases.”” Some 50 percent of prevented deaths and 45 percent of out-of-pocket
expenditures averted would be concentrated in the bottom two consumption quintiles.

94. Because the proposed new Food Safety Law covers the entire chain of food production and
domestic production, there may be adjustment costs for small farmers. Initially poor farmers in remote
areas may find it difficult to comply with the new regulations, which will require investments into new
production technologies. To some extent, however, this is mitigated by the fact that the poorest farmers
produce mostly for self-consumption and/or for commercialization in highly localized and informal market
settings, which are likely to remain de facto outside of the ambit of the law. Nonetheless appropriate
measures by the authorities will be required to build the capacity of small producers to comply with the
legislation. Moreover, there will be medium term benefits for all farmers from improved access to
international markets as well as benefits for the population at large of enhanced food safety standards.

B. ENVIRONMENTAL ASPECTS

95. The specific policies supported by the DPO program are not expected to have adverse effects
on the environment and natural resources. In fact, policy actions supported by the operation are likely
to lead to positive environmental impacts.

96. Policy actions supported under PA#2 could yield positive climate mitigation co-benefit. By
promoting increased public scrutiny over the fiscal cost of energy subsidies the policy action is expected
to set the stage for tariff reform and promote, over time, greater policy focus on energy efficiency
measures and greater incentives for households to reduce consumption (from very high current levels).

97. Improvement in public procurement practices and standards would also bring positive impacts.
Prior Action #6 supports the adoption of Standard Bidding Documents for pharmaceuticals, as well as
design, supply and installation of plants and equipment. Based on international best practices the SBDs
for design, supply and installation of plants and equipment now allows the beneficiaries to use different
factors (in addition to price) for bids evaluation, including for instance life cycle cost, energy efficiency of
the equipment, fuel efficiency and climate impact.

98. The adoption of EEU technical regulations will also have positive environmental effects.
Reforms under the Third Pillar aimed at promoting trade include strengthening the country’s compliance
with EEU technical regulations and, in particular, the adoption of the Law on Food Safety. Following the
EEU Food Safety Guideline adopted by the Decision No. 880 on Dec 9%, 2011, there are specific
requirements and measures that should be implemented by food producers. Inter alia they include 1)
requirements on sanitary, hygiene and veterinary measures; 2) principles of waste management in food

World Bank., p. 13.

25 WHO-recommended rate increase.

26 The extended cost effectiveness was done for the current male population, so the results are cumulative assuming
a life expectancy of 67 years for males.

27 patricio V. Marquez and Blanca Moreno-Dodson and et. al, Tobacco Tax Reform at the Crossroads of Health and
Development, 2017, Washington, DC: The World Bank, 138.
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production with an objective of minimizing the adverse environmental impacts 3) requirements for
companies and products certification to ensure that they are safe for human health; 4) occupational
health and safety requirements for food producers; 5) lists of substances that will not be used in food
production. Thus, it is expected that food producers in Kyrgyzstan will adopt the principles of sustainable
production and use the technologies that would minimize adverse environmental impacts.

99. Finally, policy actions to promote the expansion of internet connectivity, as well as government
e-services, including in rural and remote areas could have positive climate / disaster risk mitigation co-
benefits by increasing the scope of instruments available for early-warning systems and communication,
as well as assistance.

C. PFM, DISBURSEMENT AND AUDITING ASPECTS

100. The overall foreign exchange and public financial management risks are adequate, overall. The
latest PEFA assessment conducted in 2014 indicates overall improvement since 2009 in the PEFA system
performance with 14 (out of total 31) performance indicators (Pls) rated B and above in 2014, as
compared to only 6 Pls rated B and above in 2009.

101. Despite the progress observed since 2009, some of the critical PFM elements remain weak while
the government, with the donor support, puts notable efforts to improve its PFM system. The
government adopted the PFM Reforms Strategy for 2016-2025 and related Action Plan for 2016-2019,
covering a wide range of measures aimed at strengthening budget preparation and execution, accounting,
auditing and fiscal transparency, as well as improving public debt management, revenue administration,
intergovernmental fiscal relations and transfers, public procurement procedures and public investment
management. The Budget Code has been put in force since January 2017 along with the transition to
treasury single account. While the computerisation of treasury functions now enables partial
reconciliation of information between regional treasuries, local transit banks, the central treasury and the
National Bank, comprehensive automation of accounting, recording, and reporting via implementation of
FMIS is yet to be established. With the World Bank support the improvement in accounting/financial
reporting system have been made. Simplified national accounting standards in public sector (Kyrgyz
Republic Public Sector Accounting Standards - KRPSAS) based on International Public Accounting
Standards (IPSAS); its outline and Chart of Accounts were developed. The implementation of KRPSAS is
still a challenge and will require the government’s substantial resources.

102. The Chamber of Accounts (CoA - the country’s Supreme Audit Institution) is still in the initial
phases of its development. With the World Bank support the areas of the CoA’s annual audit planning,
compliance and financial audit methodology development, audit workflow automation was introduced as
well as legislative changes were drafted. Meanwhile there is still progress needed in the quality of
performance and financial audit. No audit opinion is issued on the budget execution reports as a whole
or for individual ministries, departments and agencies. In practice, CoA does not consistently follow
international auditing standards, despite they have financial and compliance audit methodology
developed based on international standards and good practices.

103. With the Bank support, reforms were also initiated to enhance the public internal audit (IA)
function. In particular, the IA methodology was improved, the quality assurance and improvement
program, continuous professional development program, training materials were developed and
adopted. Underlying legislation and key regulations are adopted, development of a certification program
of internal auditors is expected under the MDTF CB PFM Il project. Meanwhile, although there is an
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evidence of improvements in coverage and quality of public sector internal audit function, the frequency,
quality and distribution of audit reports as well as the extent of management response to internal audit
findings still is weak.

104. Overall, fiduciary risks for the operations are assessed as Substantial.

105. Foreign Exchange Control Environment: The NBKR maintains overall adequate operational
control over its exchange reserve management. The NBKR has established safeguards in financial
reporting and external and internal audits. Nonetheless, legal amendments are needed to strengthen
governance and autonomy at the central bank, and the timely passage of the necessary amendments to
the Banking Law would strengthen the independence of the NBKR.

106. The NBKR has been audited regularly by internationally recognized audit firms. A 2016 audit of
its consolidated financial statements was conducted by the Deloitte & Touche, LLC Kyrgyz Republic, which
issued an unmodified opinion on the NBKR’s financial statements. Previous audited financial statements
have also been unmodified, with no major issues raised in the management letter.

107. Disbursement and Auditing: Credit and grant proceeds would be made available to the Kyrgyz
Republic upon the effectiveness of the Financing Agreement and the submission of withdrawal
applications for the credit and grant. The proceeds of the Credit and Grant will be disbursed into a foreign
currency deposit account that forms part of the country’s official foreign exchange reserves held by the
NBKR. An equivalent amount will be credited to an account of the government to finance budgeted
expenditures: the MoF’s budget account will be credited with the Kyrgyz Som (KGS) equivalent at the
official exchange rate within 30 days of the disbursement. The foreign exchange proceeds of the Credit
and Grant will be sold by the NBKR or held in reserves, in accordance with the objectives of monetary
policy. The MoF will be responsible for the operation’s administration and for preparing the withdrawal
applications, maintaining the deposit account at the NBKR, as required. The MoF, with the assistance of
the NBKR, will maintain records of all transactions under the DPO in accordance with sound accounting
practices. If after depositing funds in this account, the proceeds of the credit and/or grant are used for
ineligible purposes as defined in the Financing Agreement, the World Bank will require the authorities to
refund the amounts to the World Bank. Amounts refunded to the World Bank in respect of ineligible
expenditures will be cancelled from the Credit and Grant.

Considering the World Bank’s knowledge of the country’s public finance management systems and
ongoing improvements to these systems, the overall positive assessment of the NBKR made by the IMF,
and previous unmodified audit reports issued by the auditor on the NBKR’s recent financial statements,
no additional fiduciary arrangements will be required for the deposit account. The MoF will provide to
the World Bank confirmation that the amount of the Credit and Grant has been credited to the account
that is available to finance the budget expenditures within 30 days from the date of the receipt of the
amount (the format of the confirmation letter should be acceptable to the World Bank). In the meantime,
taking into account substantial fiduciary risk, the World Bank reserves the right to request an audit of the
deposit account. This provision will be reflected in the Financing Agreement.
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D. MONITORING, EVALUATION, AND ACCOUNTABILITY

108. The Ministry of Finance is responsible for overall monitoring and evaluation of the proposed
operation and for coordinating actions among other ministries and agencies. The World Bank has an
extensive program in a number of reform areas and monitoring the results of the DPO actions will be
undertaken additionally through ongoing World Bank engagement. Similarly, ongoing TA activities related
to conflict of interest, public procurement and private sector dialogue will assist the government in
tracking progress. Moreover, to the extent possible, data collection in the context of the Household
Surveys, as well as TA activities, will provide gender-differentiated findings.

109. Grievance Redress. Communities and individuals who believe that they are adversely affected by
specific country policies supported as prior actions or tranche release conditions under a World Bank
Development Policy Operation may submit complaints to the responsible country authorities, appropriate
local/national grievance redress mechanisms, or the WB’s Grievance Redress Service (GRS). The GRS
ensures that complaints received are promptly reviewed in order to address pertinent concerns. Affected
communities and individuals may submit their complaint to the WB’s independent Inspection Panel which
determines whether harm occurred, or could occur, as a result of WB non-compliance with its policies
and procedures. Complaints may be submitted at any time after concerns have been brought directly to
the World Bank's attention, and Bank Management has been given an opportunity to respond. For
information on how to submit complaints to the World Bank’s corporate Grievance Redress Service,
please visit http://www.worldbank.org/GRS. For information on how to submit complaints to the World
Bank Inspection Panel, please visit www.inspectionpanel.org

VI. SUMMARY OF RISKS AND MITIGATION

110. The overall risk for this operation is assessed as high. The main risks relate to the political and
governance environment, followed by implementation and sustainability, stakeholder, macroeconomic,
and technical design risks.

(a) Political and governance risks (High). While the political environment has stabilized since
2010 and democratic principles have become firmly established, the vibrancy of the political
process also entails challenges to policy continuity. In particular, the short lifespan of
governments and frequent cabinet dismissals continue to pose a risk to achieving the
program’s development outcomes. However, the Kyrgyz authorities have broadly
maintained their commitment to key policy initiatives, even if implementation has often
been delayed. The proposed DPO mitigates these risks by strengthening the state’s ability to
fight corruption, improve public services and reduce poverty through inclusive growth, which
are prerequisites for greater political stability. The “high” risk rating is aligned with the
assessment included in the 2016 Performance and Learning Review of the CPS.

(b) Macroeconomic risks (Substantial). Macroeconomic risks are rated as “substantial”,
although they are mostly exogenous. They stem largely from adverse regional developments,
which put pressure on remittances, exports, exchange rates and prices. Further exchange
rate depreciation could result in heightened financial sector vulnerability, while undermining
the debt sustainability outlook, which would also deteriorate in the event of substantial
additional borrowing. Renewed economic hardship in neighboring countries would affect
external balances through decreased exports, and fiscal balances through lower external
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tariff revenues. Domestic risk includes absence of progress on growth enhancing structural
reforms critical to avoid procyclicality, especially in the energy sector and the much-needed
PFM related reforms. However, some of these risks would partially be mitigated through
reforms supported by this DPO and the prospects of a new IMF program, currently being
deliberated by the authorities. Together, if they both materialize, they will provide a solid
anchor for fiscal policy planning and incentives for implementing key reforms in fiscal
management, public sector governance and financial sector supervision.

Sector strategies and policies risks (Substantial). Frequent changes in government and key
personnel have in the past affected the ownership of sector reform programs and/or resulted
in implementation delays. However, all prior actions in this operation have a strong basis in
existing sector strategies adopted through official government documents, which mitigates
the risk to some extent and justifies a “substantial” risk rating.

(d) Technical design risks (Substantial). This operation supports several legislative actions

(e)

(g)

formulated as “submissions to parliament,” which entail the “substantial” risk of delayed
enactment and reform implementation. However, this risk is mitigated through the Bank’s
track record of sustained DPO engagement and commitment to extend its support in the
future, based on satisfactory adherence to agreed-upon reforms.

Implementation and sustainability risks (High). Given the complexity and political sensitivity
of the supported reform agenda, policy reversals are possible. In public procurement, draft
amendments to the landmark PPL, which would reverse key gains, have been under
consideration. However, sustained DPO-based policy dialogue provides the World Bank with
a platform for communicating with the government at the highest levels to safeguard these
reforms. This risk is rated “high” in line with the assessment included in the 2016
Performance and Learning Review.

Fiduciary risks (Substantial). Reforms in public financial management require the
government’s continued attention to improving the country’s fiduciary environment. The
enactment of the Budget Code, supported by the previous DPO series, lays the foundation
for a strong public financial management framework. The “substantial” rating of this risk
takes into consideration that the implementation of the Budget Code will help mitigate
fiduciary risks over time.

Stakeholders risks (High). There are numerous stakeholders within the government involved
in the design and implementation of policies under this operation. Thus, this risk is rated as
“high” given that policy coordination and interagency cooperation remain weak. There are
often multiple actors involved, without a clear delineation of responsibilities and
accountabilities. With respect to external stakeholders, the government can be commended
for increasing its use of consultative processes in developing strategy documents and draft
legislation. However, fostering broad-based support for specific reform efforts remains a key
challenge, in part reflecting the vibrancy and openness of the political process.
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Table 6: Systematic Operations Risk Rating (SORT)

Category Risk

Rating (High, Substantial, Moderate,
Low)

U b WN -

O 00 N O

Political and governance risk
Macroeconomic risk

Sector strategies and policies
Technical design of project or program
Institutional capacity for implementation and
sustainability

Fiduciary risk

Environment and social risk
Stakeholders

Others:

Overall

High
Substantial
Substantial
Substantial
High
Substantial
Moderate

High

High

Source: World Bank staff.

34



ANNEX 1: POLICY AND RESULTS MATRIX

Prior Actions

Results Indicators (by end 2019)

Pillar I. Macro-Fiscal Foundations for Growth

Prior Action #1. The Government of the Kyrgyz Republic approves and
submits to its Parliament, amendments to the Budget Code to:

e Introduce a fiscal rule that provides a debt anchor supplemented by an
operational deficit target for the purpose of ensuring a sustainable fiscal
policy; and

e Revise Article 115 to stipulate that any request to the Budget and
Finance Committee of the Parliament to pre-authorize un-budgeted
expenditure shall be deficit neutral and compliant with fiscal rule
parameters.

e Improvements in the PEFA indicator PI-2 on “Composition of
expenditure out-turn compared to original approved budget” from D+
in 2014 to B by 2019.

e Decreased variance in functional composition of expenditure out-turn
from 54 percent in 2016 to under 10 percent by 2019;

e A declining deficit path (excluding on-lending) to 2.5% of GDP in 2018
and 2019.

Prior Action #2. The Government of the Kyrgyz Republic has approved
procedures requiring information on transfers, refinancing and restructuring
of budget loans for State-Owned Enterprises to be included in the Republican
Budget Law, starting from the 2018 budget submission.

Enhanced public scrutiny by the legislature and the public over the
operations of SOEs and their fiscal implications and debate over the (in-
Jadequacy of the business model of SOEs operating in the energy sector, as
measured by the number of Parliamentary hearings on the issue (at least
once a year).

Prior Action #3. The Parliament of the Kyrgyz Republic enacts amendments
to the Tax Code increasing basic excise rates on tobacco by 16.7 percent and
the government of the Kyrgyz Republic adopts a Resolution increasing excise
rates on alcohol by 25 percent.

Increase in excise rates collected from tobacco and alcohol by at least KGS 1
billion in 2018 and 2019 relative to 2017

Pillar Il. Transparency and Anti-Corruption in the Public Sector

Prior Action #4. The Parliament of the Kyrgyz Republic enacts the Law on
Conflict of Interest, to define conflicts of interest and to provide mechanisms
for their prevention and sanction.

Increase in the percentage of declarations of personal interests of public
officials reviewed and verified by the Commissions on Ethics to identify
potential conflicts of interest from 0% in 2017 to 15% of all filed declarations
in 2019

Prior Action #5. The Government of the Kyrgyz Republic, through the Ministry
of Finance, adopts an Order on the “Regulation on the procedure for the work
of an Independent Complaints Review Commission” which adopts
procedures to strengthen the objectivity and transparency of complaints
handling.

e Increase in PEFA PI-19 (iv) sub-score based on 2011 PEFA methodology
from D in 2014 to Cin 2019.

e Increase in the overall PEFA PI-19 score from B in 2014 to B+ in 2019.

e Reduction in the average processing time for review of cases by the
ICRC reduced from 10 days in 2017 to 7 days in 2019.
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Prior Actions

Results Indicators (by end 2019)

Prior Action #6. The Government of the Kyrgyz Republic, through the Ministry
of Finance, adopts Standard Bidding Documents for pharmaceuticals and
other medical products, as well as for the design, supply and installation of
plant and equipment, to streamline procurement, while enhancing value for
money.

e Increased uptake of the new SBD by procuring entities in the Health
Sector, from 0% in 2017 to 50% in 2019.

e Gradual uptake of the new SBD for large procurement requiring
turnkey solutions.

Pillar Ill. Private Sector Competitiveness

Prior Action #7. The Government of the Kyrgyz Republic has approved and
submitted to its Parliament the draft Law on Food Safety to strengthen the
technical and institutional framework for quality controls and certification in
respect to food safety.

e Increase in the number of firms implementing HACCP principles from
43 in 2016 to 58 in 2019.

e Increase in the number of firms included in the EEU register of FBOs
and allowed to export to the EEU from 43 in 2016 to 54 in 2019.

Prior Action #8. The Government of the Kyrgyz Republic adopts a Resolution
establishing a deadline for the nation-wide roll out of the transfer of social
insurance payments administration from the Social Fund to the State Tax
Service in 2019.

e Increase in the share of firms filing reports on social contributions with
the STS from to 100% by end-December 2019.

e Reduction in tax compliance cost measured by Doing Business (DB)
“Paying taxes” indicator from 225 hours per year in 2016 (DB 2018
report) to 205 in 2019.

Prior Action #9. The Government of the Kyrgyz Republic has (a) adopted
amendments to the Law on Electronic and Postal Communications to
promote competition in the issuance of the radio spectrum resource for
providing data transmission; and (b) adopted through its State Committee of
Information Technologies and Communication a procedure for dispute
resolution between electronic communications service providers.

e Increase in the International Telecommunications Union internet
bandwidth indicator from 5008 Mbps in 2016 to 6500 Mbps in 2019.

e Dispute resolution mechanism between electronic communications
service providers is operational.

Prior Action #10. The Parliament of the Kyrgyz Republic, adopts laws to lay
key governance foundations for the development of the digital economy
and e-service delivery.

Increase in the Number of visitors to the State Portal for E-Services from 0
in 2017 to 100,000 in 2019
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ANNEX 2: LETTER OF DEVELOPMENT POLICY

KbIPI bI3 NPEMBEP-MHWHHUCTP
PECIIYBJIUMKACBIHBIH KBIPTBI3CKOM
IMPEMBEP-MUHHUCTPH PECIHYBJIHKHA

720003, brnkex m., AGAyMOMYHOB keu., 207 720003., r. Bumkek, AGaymomyHosa, 207

sl s « 45, 02X sl L

IIpesungenTty I'pynnsi
Beemuphoro 6auka
rocnoauny JLxkumy Hour Kumy

YBamaemblii rocnoand Kum,

IMpaButenscreo  Keiprbisckoit  Pecny6iuku CBHMJIETEJILCTBYET CBOE
TIOYTEHHE U BBICOKOE yBaXkeHHne BecemMupHoMy DaHKy 1 BbIpaxkaeT 61aro/1apHocTh
3@ TMOCTOAHHOE COAEHCTBHE B COUMANLHOM M DKOHOMHYECKOM Da3BHTHH
Keipreizckoit Pecny6iuku.

Hacrosuee nucemo onuceiBaet nporpammy [paBurenbcTea Kb1preizckoi
PecnyGnukun, HanmpaBieHHytO Ha yjaydlieHHe YnpaBieHHUs B rocy1apCcTBEHHOM
CEKTOpE ¥ TMNOBbIEHHE KOHKYPEHTOCIOCOOHOCTH 4YacTHOrO ceKTopa. Mbel
obpawaemcs k Becemupromy 6anky ¢ npocs6oii okasaTh NoMouls B peanuzalumn
AAaHHOW MNporpamMmbi, UCNO/bL3Ys MHCTPYMEHT OMOIKETHOM NOJIEPXKKH
«Orniepaunst B NOANEPIKKY NOJMTHKH Da3BUTHs B OGJACTH rOCYAapPCTBEHHOTO

YTIpaBJIEHKsI © KOHKYPEHTOCTIOCOOHOCTHY, B pasmepe 24,0 MUJIITMOHOB N0/IApOB
CHLIA.

Ueau H HHAMKATOPBI PA3BUTHA CTPAHDI

Texyuias sxoHoMMuecKast cuTyaums B KbIprbiscTaHe BO MHOIOM SIBJIsieTCS
C/ICACTBHEM CJIOXKHOM OOLUECTBEHHO-NOJHTHYECKOH CHTYyalWu B CTpaHe B
nocneauue 5-10 ger, a Taike oOycioBiAe€HA BHEWHMMH (GAKTOPaMH M
TEHACHUMSMHA PErMOHANILHOIO U MUPOBOro Xapakrtepa. Ho, HecmoTps Ha Bce
BbI30OBbl, a TaKXK€ OrpaHH4YeHHbic [IPHPO/HbIE pecypcChl, B 9SKOHOMHUKE
Kbipreisctana coxpaHsiercss CTabMIbHOCTD M OTMEUYAETCSl  MOJIOKUTEbHAS
JHHaMHKa.

B cpennecpourom nepuone kiroueBoi 3anaqeit [NpaBurenscrsa sBnserTcs
obecrieueHHe IMHAMUYHOIO Pa3BUTHS IKOHOMHKH U CTAGUIIBHOIO pocCTa 10X010B
HaceseHus, U, KaK C/ICACTBHE - COKpalUEeHHEe YPOBHS O€1HOCTH.

[lporpamma [lpaBurenscrsa  Kbiproisckoid  PecnyGnuku  «EAdHCTBO.
Hosepue. Cosunanne» Ha nepuon 2018-2022 ros10B npescTaBiseT coboii IepBbIX
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otan peanusauun Ctpareruu passutus Keipreisckoil PecriyGiinku Ha miepuos 10
2040 ropa, ABASIOIKECS BEIYIHM OPMEHTHPOM, TIO3BOJISIOUIMM BBIEPIKUBATH
UYETKHE paMK{ pPasBUTHSA C y4ETOM IJIOOANbHBIX BBI30BOB, BO3MOXKHOCTEH W
HallMOHaNBHBIX HHTepecoB. [lporpamMma opueHTHpOBaHa Ha COXpaHEHHE
NPEeEMCTBEHHOCTH M TIOCIENOBATENILHOCTH IO  HTOTaM  peajd3aluu
Haunonanbnoli crpareruu ycroituusoro passutus Keipreizckoit PecnyGiuky sa
nepuon 2013-2017 roasl. ITporpamma HanpagieHa Ha oGecnedyeHre KOHKPETHBIX
PELIeHUH CYLUeCTBYIOLIMX IpobieM IKOHOMHKM U obuiectBa B KeIpreickoii
Pecny6Giinke. HepelueHHOCTD 3THX MpoGiiemM pa3BUTHSA B ITOJIHOM MEpe yKa3bIBaeT
Ha Hanu4yne psna (GakTopoB, OrpaHUYHBAIOIIMX Y(DHEKTHBHOCTE JESITENBHOCTH
[IpaButenbcrBa Keipreisckoit PecriyGauku.

Ilporpamma TlpaBurensctBa Kbipremsckoit Pecny6nuxu  «EauHCTBO.
Hosepue. Cosunanue» paspabGoTaHa MO NATH NPUOPUTETHBIM HAIPABICHUSM:
["ocynapctBennoe ynpasnenue - IlpaBuTenscTBO Ha  ciyxGe HapoaoB;
OxoHOMHUYecKas 6aza GmarococTostHus Hapoaa, UenoBeueckoe H3MEpeHHe —
OCHOBa  pasBHTHs; Pa3BUTHE  CTpPAaTerH4YecKUX  OTpaciell  3KOHOMUKH;
HamyonaibHele nporpaMMel/IpoeKTsl  pasBuTusi. Tarkke B IlporpaMme Kak
CKBO3HbIE HANPaBJCHUS PA3BUTHS IIPEAYCMOTPEHBI BOIPOCH! MeHAepa, SKOJIOTUH
H TeXHOJIOTUH, KOTOPBIE SABISIOTCS aKTYalbHBIMU.

Takoll MnopsnoK MPHOPHUTETOB MPOrpamMMbl OGYCHOBIEH IMPAKTHYECKOH
HEOOXOAUMOCTBIO PELIUTD, TPEXIe BCEro, BONPOC AEHCTBEHHOTO yIpaBieHUs
pasBUTHEM (roCydapCTBEHHOE yNpaBJIeHHE), YTO [103BOJMT BHIPaboTaTh
PEe3yNLbTATUBHBIA HMITYJIBC Ul 5KOHOMHUYECKOIO POCTAa. DTO B CBOK OYepeb
PACIUHPHT BO3MOXKHOCTH CUCTEMBl YIPABISCHUS U TOCYIapCTBEHHOrO OrOIKeTa
JUlsl perieHus 6a30BbIX MOIPOGHOCTEN KBbIPrbI3CTaHIIEB.

B Teuenue 5 siet Gy nyT peluaThes BOIPOCHI, HANPABICHHbIE HA YJyULIEHHE
KauecTBa »KHU3HH HACCJICHHA Haluel CTpaHbI.

- Pa3BUTHE PETHOHOB U PelUEHHE COLMAIEHO-2KOHOMHYECKHUX NpobiieM Ha
MecTax;

- CHHDKCHHC YypOBHs 6€3paboTHIIBI M CO3MaHNE HOBBIX PaGOYHX MECT;

- obecneueHHe COMATIBHOMN 3aUILEHHOCTH | JOCTONHOIO YPOBHS YKU3HM,

- MOCTPOEHHE COBPEMEHHOW M JOCTYMHOM HHMPaCTPYKTYpbl, BKIIOYAs
TPaHCHOPTHYIO, COLMANIbHYIO, UPPUTIALMOHHYIO U HHU(POBYIO;

- IIOBBIIICHUE YKCIIOPTHOTO MOTEHIMAIA;

- YAy4YIIEHHE JAeJIOBOTO KJIMMara M MOANEp)KKa pPasBHUTHS HacTHOTO
CeKTOopa;

- YAy4lleHHe KaueCcTBa rocy1apCTBEHHBIX YCIYT U UH(OPMAaTH3ALIMS;

- obecrieyeHHe 5e30MacHOCTH H KOM(OPTA B HACENIEHHBIX MYHKTaX.

[locneanue axoHOMHUYECKHE COOLITUS
PasBuTne HaumonanbHOM sxoHOMuKH B 2017 rogy mpoucxoaunio Ha (GoHe

NPOAODKEHM I BOCCTAaHOBJIEHHSI MHPOBOTO LIKMKITa, HauaBlierocs B cepeaune 2016
roja, 3KOHOMHMK CTpaH - OCHOBHBIX TOProBbIX MNapTHEPOB, YCUIIECHUS
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SKOHOMHUYECKOH aKTHBHOCTH, YMEHBIICHHUs TEONOJUTHUYECKUX PUCKOB H
BHYTPUITOJIUTHYECKON HEONPEJIEIIEHHOCTH B KPYTHBIX CTPaHax.

ITo utoram 2017 roja o6bem BajloBOro BHYTPEHHEro NpoiayKTa (maliec -
BBII) cnoxuncst B cymme 521 MApPJ COMOB M PEaIbHBIA TEMIT pOCTa COCTABHUII
104,6 % (B 2016 rony peanbubiii coctasusui 104,3 %). Hebnsrop BBIT cioxusics
Ha yposre 104,6 npoiienra.

OO6uuti 6romxeTHs neduuut B 2017 roxy cocrasun 3,2 % BBIL, uro
CYWECTBEHHO HMKe LIeJICBOro rnokasareis no nporpamve MB® (3,5 % BBII)'.
Hoxoapl OpliM BhILIE, 4YeM OXHAAIOCH, GJjarofapsi pasoBbIM HEHAJIOTOBBIM
OOCTYIJICHHSIM OT TMPOJIaXXH JIMUEH3HW 110 pa3paboTkKe 30JI0TOr0 pyaAHHKa
JLkepy#H ¥ 4acTH pagMOYacTOTHOTO AMAra3oHa, a TAKyKe 3a CYeT OOJNBLIEH, uewm
OXKHAAJIOCH, Npubbli HauuonansHoro 6auka Keipreizckoi Pecny6nuku (nanee
- HBKP). C npyro#i cTOpOHBI, HaJOroBble AOXOIbl OKA3alMCh HMIKE MPOrHO3a
BCiencTBre Gonee ciabol  3KOHOMHYECKOW KOHBIOHKTYPBHI, OCOGEHHO B
CeKTOpax, KOTOopble oGecrneuyuBaroT HAHGONIBIINE HAJIOIOBBIE MMOCTYIUICHHS

(TOpropJisi M CTPOUTEJLCTBO). HekoTopble HENPHOPUTETHBIE PacXombl — B
OCHOBHOM Ha TOBapbl W YCJIYyrH M KalWTajbHbIe pacXolbl W3 BHYTPEHHHUX
HCTOYHUKOB -— ObUIM OTIOXKEHbl a0 2018 roma BBHAY 3aJepKeK B

NPeJOCTAaBIIEHUH CPEACTB HA IOJAEPIKKY OIoKeTa.

locynapcteennbiit BHemnuit gonr Keipreisckoit Pecriy6iuku ¢ yuetom
cnucanusi Pocculickolt ®denepaumeit B cymme 240 mnn monnapoe CIIIA
COKpaTHhJicst U cocTaBui 53.9 % k BBII.

Hacrosiiiee nucsMO 0 MONUTHKE PA3BUTUS NPEACTABIISAET KIIOUEBbIE MEPhI,
KOTOpble mnpeanpuHuMatoTes [IpasurenscrBom Keipreizckoit Pecriy6nuku s
MOANICPIKAHMsl  MAKpPO3KOHOMHYECKOH M (HcKalbHON  CcTaOHJIBLHOCTH M
YKpeIUIeHHsl yNpaBieHHs! rOCYHapCTBEHHBIM CEKTOPOM, @ TakKe Cpembl Julst
PasBUTHA YaCTHOIO CeKTopa. DTH pedopMbl UHTETPUPOBAHLI B HOBYIO
Ilporpammy IlpaBurtenscrsa Kbipreizckoit Pecriy6nuky Ha nsiTHICTHUM Iepuosa
H SIBJISIETCS NMPOJOKEHUEM NpOrpaMmbl, KOTopas Obliia MoAJeprkaHa B paMKax
npensiaymux nporpamm OIITIP B 2016 roxay.

MakposxonomMuyeckas MoJaUTHKA Ha 2018-2020 roambi

Barxknenmumu NpearnochlIKaMu yCHenHoH peajin3anumu
MaKpO3KOHOMHUYECKON TOJIUTUKU CTaHYT: CKOOPIMHHUPOBAHHAS JEHEXHO-
KpPEAHTHAas1, HAJIOrOBO-010/PKETHAsl 1 MHBECTULIMOHHAS IIOJIMTUKA, HATIPABJIEHHAs
Ha pasBUTHE peaNIbHOI'0 CEeKTopa M ODecHneyeHHe COLUalBHBIX O00SI3aTElIbCTB;
YMEpeHHBIH pocT BHYTPEHHHX [OTPEOMTEIBCKMX LIEH; [OBBILIEHHE
MPUBJIEKATEJILHOCTH OusHec-cpe sl H pocTt  nesloBoOH aKTHBHOCTH
XO35HCTBYIOIUX CyOBEKTOB Ha (POHE YIYUIUCHHS WHBECTHULMOHHOTO KJIMMATA;
peaiu3aLis KpYMHBIX HHBECTULHMOHHBIX IIPOEKTOB!: MOBBIIIEHHE
KOHKYPEHTOCIOCOOHOCTH OTEYECTBEHHBIX NPEANPHUSITHIA Ha pBIHKax CTpaH-
ydyacTHukoB EADC:  exeromHoe mnpenocTaBieHHWe JIBIFOTHBIX  KPEAUTOB

! 3a uckanouenues pe-xpeoumosanus.
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CENbCKOXO3HCTBEHHBIM TOBAPONPOU3BOJUTENAM, YTO MPHBEAET K Pa3BHTHIO
arpapHoro Ccexropa | nepepadarbiBarolle MPOMBILUICHHOCTH, aKTHBHOE
ucnonap3oBanue uneHcTBa Keipreisckod Pecny6nuku B BTO u yruyGrienue
COTPYNHUYECTBA C MEXAYHAPOAHbIMU 3KOHOMHYECKUMH U (UHAHCOBBIMH
OpraHu3aLUsIMHU.

B cpeanecpounom nepuose Ha 2018-2020 rosl OMHOM U3 MMABHBIX LEei
SKOHOMHMYECKOH  NOJIMTUKH  Oyner obecredeHHe  MaKpO3KOHOMHYECKOH
CTabMIIBHOCTH U YCTOMYHBOIO Y5KOHOMHYECKOTO POCTA.

Peanpnbie Temisl pocra BBIT na yposHe 2,8 % B 2018 roay. 4,0 % - 8 2019
rony u 4,4 % - B 2020 rosy GymyT HOCTHIHYTBI 3a CYeT pocTa OTpaciiei
SKOHOMUKH: Cepbl yCIiyT, CTPOUTENBCTBA U CEJIECKOro XO35HCTRA.

Henesicno-kpedumnas noaumuka

OCHOBHOH UENbIO JIEHEKHO-KPEAHTHOH IOJUTHKH B CPEAHECPOHHOM
nepuose OyleT COXpPaHEHHE YMEpPEHHBIX TEeMIOB HHQISIIMH Kak OZHOIO H3
OCHOBHBIX YCJIOBMH YCTOWYHBOIO JKOHOMHYECKOrO pPOCTa B CPEIHECPOYHOMH
nepcrekTuBe. B cpeaHecpouyHOM mepHoae OXHAACTCs yAEpKaHHE TEeMIIOB
rojloBoil uHAssuMU Ha ypoBHe 5-7 %. ONHAKO CYLIECTBYIOT OINpeeNeHHbIe
MHQIISIMOHHBIE PUCKH, CBSI3aHHbIE C WIEHCTBOM KbIPrbi3ckoii PecnyGnuku u
HOBBIMH ycinoBussMu EADC, KoTOpble MOTYT 0Ka3aTh ITOBBILLIAOIIEE JABIEHHE HA
AMHAMUKY — NOTPeOMTENbCKMX — LEH; TaKKe  OXHUAAETCS  COXPaHeHHe
HHQIISILMOHHOTO JaBIEHHs CO CTOPOHBI OOMEHHOIO Kypca coMa.

brodoicemno-nano2oean nonumuka

Llenbio CpelHEeCpOUYHON OHOPKETHO-HANIOTOBOM IONUTHKH  SIBJISFOTCS
obecnevyerne CTabHIBHOrO IKOHOMHYECKOr0 POCTA U COXpaHEHHE YCTOHUHBOCTH
roCcyAapCTBEHHOrO OO0 KETa.

Hoctwkenue sroli uenu norpebyer ganbHeiimel 610MKeTHO-HATOrOBO
KOHCONHAALUHU TIOCPE/ICTBOM JONOIHUTENBHBIX MEpP B OTHOLUEHHMH IOXOJHOM
YAaCTH H CAEPKHBAHHS PacXo/10B.

KonuentyanbHble  OCHOBbI ~ HalOrOBOW  NOMUTHKH  KBIPrbI3cKoil
PecnyGnnxu 6yayr ¢opMupoBaThCcs M NpPOBOIAMTHCS B pamkax KoHuernuHm
¢uckanbuolt momutukm B Kbipreisckoit Pecrny6nmkxe na 2015-2020 roas
(nocranosnenue IpaButensersa Keipresckoii Pecny6uku ot 7 uronst 2015 roaa
Ne 455).

CoxpanuTcss  CTHMyNMpyroW@s  poiib  (DUCKATbHON  IIOJMTHKH,
HalpaBJICHHas Ha NOWBEPCM(PHKALMIO, TEXHOJOIHYEeCKOe OOHOBJIEHHE H
MOZEPHH3aLMIO MMPOU3BO/ICTBA, @ TAKXKE IMOBBIIIEHHE KOHKYPEHTOCTIOCOOHOCTH
skoHoMuKH. [Tpopomxenue peanuzaiyyu mep Konuenuuu hpucKanbHOIl MOMUTHKH
OyZeT crnoco6eTBOBATh Jlerai3alui YKOHOMUKH, OTPAHHYEHHUIO YKIIOHEHHS OT
HaJIOroB, 0oJee pPaBHOMEPHOMY pACMpPE/IENICHUI0 HAOrOBOro OpeMeHH u
YIPOUIEHHIO HAJIOTOBOH CHUCTEMBI, a Takke Gojiee akKTHBHOMY HCIOJIb30BAHHUIO
NOTeHLUHAJILHBIX BO3MOXKHOCTEI! MO HeHANOrOBLIM IJIATEKaM.

Jist IOCTHIKEHM S 1TOCTAB/ICHHOMN L€/ OCHOBHBIMHU 3a1auaMi (hHCKaTbHOI
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NTOJATHUKHU Oy Iy T:

- TIOBBILIEHHE Ka4deCcTBa TOCYAApCTBEHHOIO YNPABJICHHS H OPUHATHE
perieHHH B 0061acTH (PUCKaTbHOMN MOJTMTHKH;

- MaxCHMaJlbHO BO3MOXXHOE BbIPABHUBAHHE HAJOrOBOI  Harpys3k
CyOBEKTOB pasHbIX CEKTOPOB M OTpaciell SKOHOMHUKM M Cy6BHEeKTOB,
NPUMEHSIOIIMX pa3Hble PeXXKUMbI HAIOTO00JI0KEH NS

- Pa3sBUTHE CYUICCTBYIOLUMX MW OCBOGHHME HOBBIX HHCTPYMEHTOB
aAMHHUCTPHPOBAHHs, OOecrneuynBaloONIMX MNOBbIIEHHE PDEKTHBHOCTH MU
YCNEIHYIO  MHTErpalMil0 ¢ rocygapcrBaMU-uJieHaMu  EBpasuiickoro
3KOHOMHYECKOro COI3a;

- MOCTOSIHHOE ODoralleHHe NPakTHKY B3UMaHUs 00s3aTENbHbBIX ILIaTeXKeil
HOBBIMM MEXaHM3MaMH aJMHHHUCTPUDOBAHHsI, BHEAPSICMbIMHU 110 PE3yIbTaTaM
H3y4EeHUSA JTyYIINX MUPOBBIX MPAKTHK, C y4€TOM OCOOEHHOCTe! U noTpebHOCTEl
CTpaHBlI.

BrookeTHo-Hanorosas  KoHconmugauMst OyneT Tak)ke ONUpaThCsl Ha
KOMIUIEKCHYIO  pedOpMy FroCyAapCTBEHHOM  ciyxGbl, KOTopas J0JrKHA
COepXHBaTb pOCT (oOHJAa OmjIaTel TpyJda M MNOBbIATE S(PPEKTHBHOCTE
rocy1apCTBeHHOHW  ciyxObl. Pedopmbl  ynpaBneHuss rocyaapCTBEeHHBIMH
(uHaHcaMH CrOCOGCTBYIOT MOBBIIECHHIO 3(G(MEKTHBHOCTH TOCYNAPCTBEHHBIX
pacxol0B, YKPEIUIEHHIO CTPYKTYPbI M HCTIOJIHEHUS OI0KeTa, a TakxKe obecrieyar
B TMEpCIeKTHBEe IIOBBIILIEHHE TpaHCIapeHTHOTo rnpouecca Oromkera. C aToi
LeJIbI0 HEOOXOAMMO HEe3aMEeUIMTENBbHO aKTHBU3UpOBaTh pedopmbl B 06GiacTH
37PaBOOXPaHEHHs, 00pa30BaHMsl H IEHCHOHHOM CHCTEME, TO eCTh B TEX CEKTOpaXx,
Ha KOTOPBI€ HANpPaBISIOTCS IOpPsi/IKa MATHAECSITH MPOLEHTOB o6iuero obbema
Pacxoa0B rocyapcTBEeHHOro OrJKeTA.

byner npogomkena paGota 1o BHEAPEHMIO MPOrpaMMHOro GIOMKETa B
YUPEeKACHUAX, PUHAHCHPYEMBIX H3 peciyGnukanckoro Gromketa. C 3Toi LeNbIo
OyZlyT MPOAODKEHBI MEPONPUATHS 11O MOBIILEHHIO TOTEHLIMANa MHHHCTEPCTR i
AJIMMHHUCTPATUBHBIX BEAOMCTB [YTEM MPOBEIECHUS] KOHCYJIbTALHH, TPEHHHIOB 11
CEeMUHApOB MO IPOrpaMMHOMY OO VKETUPOBAHUIO.

3Ha4YUTE/IbHBIE HOBbIE MEXaHM3Mbl B CHUCTEME Ka3zHaueliCTBa BBeNEHBI
nocie npuHsTHsE BrofkeTHOro xojekca Keipreizckoit PecriyGiuku, KOTODLI
BCTYNHI B cuily ¢ | suBaps 2017 rona. Takyke BHEAPEHBI MEXAHU3M KAaCCOBOIO
nianupoBaHus U Enunsii kasnawedickuii cuer. Hapsiny ¢ oTuM yTBepxkiaeH
Enuupiil niaan cyeToB Ui OyXrajiTepckoro ydera onepanuii Mo HCITONHEHHIO
GrojpkeTa GIOKETHBIX YUPEKIECHHIA.

C 2018 roaa HayaT HOBKIH 3Tall MEPOIIPHUATHIA O BHEIPEHUIO HCIIOJIHEHHSI

pecry6nukanckoro 6roaera B IpOrpaMMHOM dbopMaTe B aBTOMaTH3UPOBAHHOM
CHCTEMeE Ka3zHauelCcTRa.

CO!{ZJCL'IE)HGJI ROTUINUKA

B o6uactu couuanbHOH MOJMTHKH OCHOBHBIMM 3amauamMiu Ha 2018-2020
roabl ocrarTcs odecrieyeHue rapaHTHi rocynapcrsa B 00J1aCTH COLHANBLHOIL
3aLUThl /Ul HauOojiee YS3BUMBIX KaTeropuil rpaxias, yIay4lLIeHHe KadecTBa
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KU3HU HACEJICHUS U CHHIKEHHE MacluTaboB OEHOCTH ¢ YYETOM COBPEMEHHBIX
TpeOOBaHMH U BO3MOXKHOCTEH rocymapctBa. OCHOBHbIE IPHOPUTETHBIE
HarpapJIeHUs ASATENILHOCTH ornpenesieHsl B [ IporpamMme conelcTBHUS 3aHATOCTH
HaCeleHHUs H PEeTYJUPOBaHUSI BHYTPEHHEH W BHEIUHEH TPyJOBOW MHIPALUH 0
2020 rona.

B ycnoBHsIX OrpaHHYEHHOCTH rocyAapCTBEHHOro (hUHAHCHPOBaHHs cep
oOpa3oBaHusi H 34paBOOXpaHeHHs Oy/1yT [POAOIKEHBI MEPONpPHSATHS I10

pas/eJIeHUI0  Cep OTBETCTBEHHOCTH TIOCYIapCTBa, YACTHOIO CeKTopa W
nojydarenei ycmyr.

DHepzemutueckuil cekmop

Cornacho HKOHOMUYECKOMY 0630py Bcemupnoro OaHKka,
nojarorosiieHHoMy B 2017 roay, »HepreTH4Yeckue KOMIAHMH HaXOISNTCS B
CJI0)KHOM (PMHAHCOBOM ITOJIOKEHHHU.

B cBiasu co cnoxuBluelcs cHTyauMell B 3HEPreTHYECKOM CEKTOpE
[lpaButensctBoM  Kbipreisckoit  PecnyGnuke — mocraBieda  3agada 1o
pedopmupoBanuio B TeueHHe 2018 roma  cTPYKTYpHI yrpaBieHus
YHEpPreTHYeCcKoH OTpaciibio,  yCWIeHHIO  paboThbl Mo  peanv3aliH
AHTUKOPPYIMIIHOHHBIX MEPONPHSITHIH H YAYUILIEHHIO nokazareJieli
SHEPreTHYECKHX KOMITaHUM.

B pamxax nporpammel OITIIP B 2015 u 2016 romax IlpaBHTeNCTBOM
Kpipreisckoit Pecniy6iuKn ycremHo peami3oBbIBaINCh MEPOTIPUATHS B chepe
YHepreTHKH (Tpurreps! aus OIMIP).

byayt nponomxensl pedopmbl ¢ Uesiblo 0GECrevYeHHs HCHIOMHEHUS
KPEAUTHBIX 00s13aTeNLCTB U JlaNbHeHIIero ynyueHus GUHAHCOBOIO COCTOSIHHSI
SHEPreTUYECKUX KOMIIaHHWH MyTeM MOBBILIEHUS! YPPEKTUBHOCTH AESTENLHOCTH
SHCProKOMIIaHHH, ONTHMW3AaUWH OPraHM3alMH YIPAaBIEHHs SHEPIreTHYECKOM
OTPacipl0 M MOIEPHHU3ALMH DHEProoOOpyAOBaHHWs TNPEANPUSTUH TOIUIMBHO-
YHEPreTHYECKOro KOMILJIEKCa.

[lpu »sToM, B 0eXAX CHUXKEHMs AeGUIMTA JIEHEXHBIX CPEJCTB,
O3IOPOBJICHNs  (PUHAHCOBO-PKOHOMHYECKOTO  TOJNIOWKEHHsT TNpH  YCIOBHH
BBIITOJIHEHHST BCEX HEOOXOMMBIX Mep MO MOArOTOBKE M MPOXOMKACHHIO OCEHHE-
3umHero nepuona, Ipasurensctsom Keipreisckoit PecrnyGaukn npusHATLI
CleAYIOlMe Mephl:

- TPUHATO pEUIeHHE O PecTPYKTYpH3alHH  3aJ0JHKEHHOCTH [10
FOCyMapCTBEHHBIM 32€MHBIM Cpe[CTBaM TEeHEpPUpPYIOHIed W mnepenaroniei
DHEProKOMIIaHHH, NoAJIeKaeH noraweHuro B 2017-2018 roaax;

- OCYLIECTBJICH DKCIIOPT 3JIEKTpOdHepruu B PecnyGnuky Y3Gexkucran B
obbeme 1141 mnu kBTu snextposueprun Ha cymmy 22, 824 wrn nomt. CLLIA.

C Tpertbel nexauel jexabpss 2017 roga mo mapt 2018 ropa Geuta
OCYIECTBJIEHA NIOCTaBKa 3JIEKTpu4Yeckoil 3Hepruu B Pecnybnuky Y30exkucrad B
obbeme 361 MiH kBT1u;

- B LeJSIX COKpalleHUs [OTePh NPUHUMAIOTCS MEphbl [0 YCTaHOBKE
npubopos yueta ACKYD. Ob1iee KoiMuecTBO yCTaHOBIEHHBIX MPHGOPOB y4eTa
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ACKY? cocrasaser nopsiaka 205 Thic. eaHHHUL

Obszamenvsemea no adanmayuis K UsMEHeHUsM KIUMama

Hamwa ctpana nposiBiseT J0OCTaTOYHYIO TMOJHTHYECKYIO BOMIO 1l
NpeANPHHUMACT CHCTEMHBIE JAEHCTBHsS HA HALMOHAIBLHOM H CEKTOPajbHOM
YPOBHSIX, 4TOOBI CBECTH K MHHHMYMY MOTEHLMANbHBIE YIPO3BI OT H3MEHEHHS
KJIMMaTa, a Takke BBIMOJHHTL O00s3aTeNnbCTBA, B3SITBIE TEpe] MHUPOBBIM
coo011ecTBOM B pamkax Pamounoii kousenuuu OOH 06 u3MeHeHHH KauMaTa.

At OCYLUECTBIIEHHS  MEXCEKTOPaJIbHOH H  MEXBEIOMCTBEHHO
KOOpAHHAUMH JeSATEe/IbHOCTH TIOCYAAapPCTBEHHBIX OPraHOB HCIOJHHTENLHOI
BJIACTH IO BbINOJHEHHIO obs3atenbers Kbiproisckoii PecnyGnukn no PKHK
OOH noctanosnenuem [TpaBurenscrsa Keiproisckoit Pecny6auxu ot 21 HosGpst
2012 roma Ne 783 obpasosana KoopamHauuoHHas KOMHCCHS MO mpoGiemam
W3MEHEHHs KiMMara.

[NpaBurenscrsom Kbipreisckoii PecriyGnuxy nposoautcs aktupHas paGora
I10 COBEPIICHCTBOBAHMIO 3aKOHO1ATENbCTBA U HHTETPUPOBAHUIO KIHMATHYECKHX
BOMNPOCOB B CTPAaTETHYECKUE AOKYMEHTBI PA3BUTHSI CTPAHBI.

Bonpocsl  u3veHenus KkiMMarta, HU3KOYIJIEPONHONO W  «3eNEHOrO»
Pa3sBHTHS HHTEIPUPOBAHbI B JOKYMEHTbI Pa3BUTHsI CTPAHbI.

B peanusaumio BbINONHEHHs O0S3aTeNBCTB 110 OTYETHOCTH IEPel
Konsenunei TlpaBurensctBom Keiproisckoit PecryGnHKH MOArOTOBIEHSBI H
npeacrasiedsl B CexkperapuaTr KOHBEHUMH TPH HAUHOHANBHBIX COOBLICHHS 00
H3MEHEHHH KIHMATa.

B npennonaraeMom HaLHOHAIBHO OMpesesisieMOM BKIaje Kripreisckoli
PecnyGnuin, mnoarotosnenHom B 2015 romy, onpesieneHa TpaeKTOPHS
AOJIrOCPOYHOrO BHACHHS HALMOHAILHBIX MEp IO MPeJOTBPALIEHHIO H3MEHEHHUIT
KJIHMATa ¥ yCHUJIEHHIO KITMMATHYECKOH YCTOHUHBOCTH.

OcTanbHble pa3jienbl HACTOSIIEro MHCHMa YCTAHABIMBAIOT KOHKPETHEIC
nporpamMmbl M peopMbl B psje obnacTed, B TOM 4YuCle Te, KOTOpbie
OCYILECTBIIAIOTCS NPH NOJAEPHKE HOBOH nmporpammbl OITITP.

MakposxoHomuueckie H (QUCKAJbLHbIE OCHOBBI AJISi HHKIIO3HBLOIO
pocra

loeviuienue 61002ACemHoll OUCYUNTUHBL U NPO3PAYHOCL

Hecmotpst Ha  ynyumenue GroKETHOro npouecca, COXpaHsioTes
HHCTHTYLIHOHAJIBHbIE HEAOCTATKH, B PE3yJIbTATEe YE€ro MCIOJIHEHHE BloaKeTa He
COOTBETCTBYET CTPOrHM IpHHIHNAM (HHAHCOBON aMCUUNIMHBL HcnonueHie
OrouKeTa MPOMCXOMUT € BHECEHHEM KOPPEKTHPOBOK B PACXOMBI, KAk TeKYILHX,
TaK M MHBECTHUMOHHBIX,  KOTOpblEe  3HAYUTENIBHO  PACXOUSITCs  OT
3ariaHUupOBAHHBIX.,

B oT0#t CBA3M, B HeasX obecrieyeHHs yCTOHYHBOCTH M 3ddeKTHBHOCTIH
010/KCTHOH CHCTEMBI B HacTosliee Bpems IlpaBHTENHCTBO Keipreisckoii
PecnyGnuku  mpu  conelictBuM  MeXAyHapOAHOro BaliOTHOrO (OHZA H
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BeemupHoro GaHka HHULMHPOBAJIO H MPUHSJIO MEXAHHW3M  BHEAPEHIs
GucKaNbHBIX  NpaBWi, NPEAYCMATPHBAIOIIMX  KOJIUYECTBEHHbIE  LEJIEeBbIe
MOKa3aTenH 1o pasmepy Aeduuuta 610/pKeTa i YPOBHIO I'OCYIaPCTBEHHOTO J10.1Ta
nyTeM BKIOYeHHs B bromxerHsli  xomekc Keipreisckoi  PecnyGiuky.
[lpeanaraemble  W3MEHEHHMS NPHUBELYT K YIYUYIIEHHIO TPeICKa3yeMOCTH
Oro/pxketa. uyto OyaeT cnocoGCTBOBATH AajbHEWIIEMY COBEpIICHCTBOBAHHIO
O10;0KeTHOTO Mpouecca.

Mexay Tem, Ans MOBBILIEHMS MPO3PAYHOCTH B OIOMKETHOI cdepe
NpUHATO nocranosienue [ lpasurenscrsa Keiproisckoii Pecniy6iiku ot | HosGpst
2017 roma Ne 723 «O nopsiaxe GOpPMHPOBAHHSI MPOEKTA PechyBIHKAHCKOrO
GrojykeTa H BHECCHHsI H3MEHEHHIH B pecnyOJMKaHCKHI OGIOKET», COraacHo
KOTOPOMY IOSICHHTE/IbHAs 3ankcKka K rogoBoMy Orojukety Oyaer BKIIOYATh
HH(OPMAUHUIO O 330/DKEHHOCTH IOCYJapCTBEHHBIX NPEANPHATHI GroaKeTy,
BKJIHOYas aKUHOHEpHbIe KOMIIAHHH SHEPreTHYECKOro CeKTOpa; IMIaHupyeMble
Oro/DKETHBIE KPEIMThl M CYOCUAMH; CTUCAHHE H PECTPYKTYPH3ALHH GIOUKETHBIX
KPEAMTOB, & TAKIKE MOTalUeHHE 0053aTeIbCTB MO OIOAKETHBIM KPEAHTAM.

Haunpiii Tlopsgok paspaGoTaH B LENsIX perjaMeHTalMH GlOKeTHOIO
IaHHPOBaHUs H (opMUpoBaHHs Npoekra 3akoHa Kelpreisckoi Pecny6auku o
pecnyonukanckoM  Gromkere  Kelprbisckodi  PecrmyGnuku  Ha  odepemHoi
OI0/KETHBIN IOJ| M IPOrHO3UpYyeMbIi niepruoa. Kpome toro, [Topsiaok onpeeser
€/IHHble TIpaBWjia M npouecc (HOPMHPOBAHUS M BHECEHHs H3MeHeHHII B
pecnyOaHKaHCKHiT O1o01KeT.

Cornacio nawHomy llopsaky B nmanpHeiiluem OyneT NpeaoCTaBISTLCS

pasBepHyTasi HH(popmauns o0 obs3arenberBax OlOMKETA IS TPHHSITHS
cOanaHCHPOBAHHLIX pelleHHii.

Yeenuuenue nobunuzayuu eHympeHiux 0oxo0oe

ITpaButesnbcTBO Kbipresckoit PecriyGnuku npomosnkaer paspaGaTbiBaThb
MEpbl 10 YBEJIHYEHHIO JAOXOAHOH wvacTh Oro/keta. B 3TOM HampasnieHii
[IpaButenncrtBo  Keipreisckoli  Pecry6nuku — TeCHO — COTpYMHHHYAeT ¢
MexayHapoaHbiM BamMOTHBIM (GoHAOM H BeemupubiM GaHkoM B pamkax
COBMECTHBIX (PUHAHCOBO-3KOHOMHYECKUX MPOrpamm.

3akoH Keipreisckoit Pecry6muku «O BHECEHUM JOMOJIHEHHIT 1 H3MEHEHH I
B Hasnoroselii koaexe Keipreisckoii PecnyGinkn» ot 28 anpens 2017 roga Ne 63
YCTaHaBIMBAET yBEJIHYEHHE CTAaBOK aKLH3HOrO Hajora Ha TabadyHble W3/EJINS,
BKJIOYasl CHrapeThl ¢ (pUabTPpoM U 6e3 QHIbTpa, CHrapuliibl ¥ CHIaphl, a TaKkKe
rnpouue uaaeins 13 tabaka, Ha naTh et (¢ 2018 no 2022 rox) ¢ yueToM npoekTa
Cornaienys o MPHHUMIIAX BE/ICHHS HANOrOBO NOJHTHKH B 06J1aCTH AKIM30B Ha
Taba4yHylo NpOJYKLHIO TOCY[apCTB—YeHOB EBpa3suiicKoro 3KOHOMHYECKOIo
coro3a.

[lo npeaBapHTENLHBIM pacyeTaM, yBEJIHYEHHE CTABOK aKIH3HOrO Halora
NMO3BOJIHT YBEJTHYHTD JIOXOAkI FOCYIapCcTBEHHOTO 010 keTa Ha 938 MIH coMOB B
2018 roay v Ha 947.2 MaH coMoB exeroaso a0 2022 ronxa. Creayer OTMETHTb,
YTO YPOBEHb IOBBLIMICHUS CTABOK aKUH3a NMPHOMMIKEH K TEHICHLIHSIM POCTi.
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YCTaHOBJIEHHOTO B rocyaapcrBax-wieHax EADC, 4To no3BojseT HC0Ab30BaTh
BO3MOJKHOCTbD IO MOBLILIEHHUIO 0X0AHOIT yacT OroxeTa 6e3 pHCKa YBeIHYeHHS
KOHTpaﬁaH,}lHOﬁ [MMPOAYKUHH, a TaKKE¢ ORKayKeT I[MOJIOKHUTEIILHOE BIHSHHE Ha
CO3JaHHe €/IMHOIO0 HHTErPAalHOHHOIO 3KOHOMMYECKOIO I[IPOCTPAHCTBA ¢
yuactHeM Krpipreckoii PecnyGuiiki.

Kpowme Toro, peluenuem IIpaputenscrsa Keipreizckoit Pecny6nuky craBky
AKLM3HOrO Halora Ha BOJIKY, JIMKEPOBOAOUHbBIE W3JENUSI ¥ KpernKue HanmuTKH
yBennyensl ¢ 60 com/mutp a0 70 com/nutp. OskuzaeMoe pacyerHoe
AOMOJHHUTE/IBHOC MOCTYIIJICHHE OT [NOBBLILIEHUS CTABOK aKIIHM3HOI'O HaJiora Ha
aTKOTONBHYIO MPOAYKLHIO, HCYUCIIEHHOE UCX0/i U3 0OBEMOB MPOU3BOACTBA I

UMIIOpTa ajIkorosbHOM rnpozaykuuu 2016 ropa, cocraBuT nopsiaka 200 muiH
COMOB.

[lopimienue mnpospaudocTH u  Gopbba ¢  koppynuueii B
rOCYAapPCTBEHIOM CEKTOpE

Yecunenue nooomuemnocmu 6 cocyoapcmeennom cexkmope

[lospilienne mpospadHocT W Gopeba ¢ KoOppymnuHel ocTaloTes
OCHOBHBIMU ~ NPHUOPUTETHBIMU  cepamu  gesTenbHocTH  IlpaBuTesnbcTpa
Kbipreisckoii PecriyGiuku. B atom wanpasiennu 15 nekabpst 2017 roja npHHST
3akon  Kbplpreisckoit PecnyGinkn  «O  KOH(QIMKTE HHTEPECOB», KOTOPbIiT
HarpasjeH Ha: (a) yHH(pHKALHIO U COBEPUIEHCTBOBAHHE 3aKOHOAATELCTBA O
KOH(IUKTE HMHTepecoB; (06) BHEJIPEHHE MEXaHH3MOB CBOEBPEMENIIOro
BBIAB/ICHUS!, NMPEIOTBPAIEHUS M YPETYJIMPOBaHHs KOH(IHKTA HHTEPECOB; (B)
OKazaHHe MPaKTH4eCKON NOMOUIH rOCY 1apCTBEHHBIM OpraHaM H HX Cily KalliiM B
NoAJCpHKAHHUHU  J0OPOMNOPSIAOYHOCTH  O(GULUMANBHBIX  TOJMTHYECKHX M

AAMHHHMCTPATHBHLIX PCLUEHHIT B CHCTCME rOCY/ApCTBCHHOIO YIIpaBjeHHs B
LIEJTOM.

JIOKyMEHTOM  yTBEpI K/CHbl OPraHH3alHOHHBIE H IPABOBBIC HOPMLI
peryJupoBaHust KOHQIUKTa MHTEPECOB Y MOCCITY)KAIHX, 4 TAK)KE PYKOBOAUTEN el
YUpexaeHun (opraHuzaumii, NpeAnpHsATHIT), (bunancupyempIx 13

rocy1apCTBEHHOIO H.IH MECTHOIO O1OJDKETa, WIIH NPH HAJIMYHH TOCY JapCTBEHHOH
JOJIH B HX YCTABHOM KarlHTalle.

[IpunsTeiii 3akoH OyaeT cnoco6CTBOBATh COBEPLICHCTBOBAHHMIO HHCTHTYTA
YPEryaupoBaHus KOHQJIMKTa HHTEPECOB, a TaKKe YMEHbLICHIIO KOMIYeC!su
CiydaeB, IPHA KOTOPbIX MOJDKHOCTHBIE JIMLA OKa3bIBAKOTCS B CHTYaALHAX,
NPUBOJSIILMX K KOPPYIIHMY B CHCTEME I'OCYJapCTBEHHOIO YIIPABJIECHHS CTPAHDI.

losvnuenue  o¢hexmuenocmu 1 npospaunocmu  20¢yY0apPCMEEHHbIX
3AKYHOK

IlpaButenscTBo  Kbipremckoii PecnyGaukpn  Gynet nNpHASPkKHBATLCS
[IPHHLMIIOB JIy4lleH MEKAYHapOo/HOH MNpakTHKH B cdepe rocyiapcTBEHNbIX
3aKynok. B Hacrosiuee Bpems COBEplLICHCTBOBAHHE CHCTEMBI I'OCY, 1APCTBEHHbIX
3aKYyMOK  sIBJSICTCS  OJIHMM W3 CaMBIX [PHOPUTETHBLIX  MEPOMNpPHsTHIl
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[lpaBuTtenbcTBa Kbipreizckoii PecryOnike B pamkax peajH3aiH NporpamMMbl
uupposoii Tpanchopmauuu «Tasza koom». B CBSI3W ¢ 9TMM yCTaHABIHBAIOTCS
HOBBIC MOAXOIbI K PA3BHTHIO H COBEPLIEHCTBOBAHHIO CHCTEMBI FTOCYJaPCTBEHHbIX
3aKynoK, TakKHe, KaxK yIlydllieHHe HHCTHTYUHOHalbHOH Oasbl, co3naHiie
JIEKTPOHHOH MNOLIAAKH paccMOTpeHHsi xKaino0 u  nHeeM, 3QPerTiHBHOC
OCYLUECTBJIEHHE U KOHTPOJIb IM'OCYAapCTBEHHBIX 3aKyTIOK.

B c¢Bsa3u ¢ atum peweHdem MuHucTteperBa (uHaHCOB KeIpriiscroli
PecniyGnuku ot 1 despans 2018 romna Ne 15-IT yreepkmena Ilporpamma mno
YCOBEPIUCHCTBOBAHHIO W TOBBILUEHHIO 3(P(PEKTUBHOCTH TIOCYJapCTBEHHBIX
3aKynok Keipreisckoi Pecnybnauku na 2018-2022 roasl, B LesiX onpeaenenis 1
peany3auiy NEpPCrEeKTHBHBIX HanpablIeHHHd JanbHeHlero pa3BHTHS CHCTCMDI
rocyaapCTBeHHBIX 3aKynok. OcHOBHBIMM 3agauamu [lporpammbl siBjsitOTCS
COBEpLIEHCTBOBaHHE M  YJy4YlUIeHHE 3akoHomaTesbHOH Ga3sel B cdepe
rOCYJapCTBEHHBIX 3aKyMOK, YKperuieHHe HHCTUTYUHOHANLHOII OCHOBbL M
KaJpoBOro noreHuurana JlenapraMeHrta rocyJapcTBEHHbBIX 3aKYyI10K, NOBbIILIEHHE
KBaJH(HKALUMH COTPYAHHKOB 3aKynaiwoiueii opraHH3alHi H NOPOBEPSIOLITX
OpraHoOB, a TaK)Ke ITOBLIILEHHE JIOBEPHS K CHCTEME IoCYAapCTBEHHBIX 3aKYNIOK H
COACHCTBHE YPHEKTUBHOMY, NPO3PAYHOMY, CNIPABELTUBOMY H KOHKYPEHTHOMY
NPoLECCy 3aKyINoK.

HAdsl peluenHs BbILIETIEPEUMCICHHBIX 3a4ad MHHHCTEPCTBO (JHHAHCOB
Kpipreisekoit PecniyGiuku ycosepuiencTsosano [lonoxenue o nopsake padorbl
MEXBEJOMCTBEHHOH  KOMHCCHM MO  paccMOTpeHuio  xanob  (mnpuxas
Munuuctepersa Gpunancos Keipreisckoit PecrnyGauku Ne 140-IT ot 11 oktaGps
2017 rona).

B [lonoxeHuH NpexycMOTpeHs! ClAeAYIOUIME KAKOYEBble H3MEHEH IS

- KOHKPETHbIH NOPALAOK H KPHTEPHH OTOOpPa, a4 TAKKe OOYUCHHE B LesiX
NPHBICYCHHS KBaNH(PHUHPOBAHHBIX CMELHAJIHCTOB W YCHUJIEHMs [10TEHLana
4yaeHoB Komiicenn;

- BHE/JpEeHbl HOBbIC (ONEPATHUBHBIE) CNOCOOBLI PACCMOTPEHHsI KA,
NpoTECTOB U oOpalleHuii nocpe/IcTBOM BeG-nopTana;

- NOPSIIOK PaCCMOTPEHHS H MPUHSATHE PELISHHS 10 rpyriam;

- PerIaMEHTHPOBAH MOPAJIOK UCTIONHEHUs pelueHus Komuccrib:

- HOpMbI JaHHOro mnpoekrta llonoxeHus: coAeHCTBYIOT IOBBILIEHHIO
KayecTBa IPUHHUMAEMbIX PCLUCHUI MyTeM MPUBJIEUYESHUS CIIELUalIHCTOB B 061acTH
npasa.

Taioke TTonoxeHnne npeaycMaTpuBaeT yMEHbLICHUE HAIPY3KH Ha YIeHOB
Komuceuu 3a cuet yBeandeHHst HX o0LIero yucia ¥ crelu(pHKH paccMOTPEHH s,
a TaKkKe CrOoCOOCTBYIOT MOBBIIUEHWIO YCTOHYHMBOCTH peluenust KomuccHH
IIOCPEACTBOM  PerjaMEeHTHPOBAHHOTO MOpsAKa OTCJeXKHBaHHsA  peuleHiil.
npuHsThIX Koanccueii.

Has >PPEeKTHBHOCTH M NPO3PAvYHOCTH TOCYAAPCTBEHHBIX 3aKyIOK
pa3padoTaHbl CTaHIapPTHbIE KOHKYypcHbie Jo0kymeHThl (CKJl) Ha 3akynky
MIPOEKTHPOBAHHUSL, TMOCTABKY W yCcTaHOBKY obopynoraHust ¥ (CIKJ]) Ha 3akynky
JIEKAPCTBEHHBIX CPeACTB H MeAMUHHCKHX H3gemd. CKJI Ha  sakynky
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[IPOEKTHPOBAHHS, MOCTABKY H YCTAHOBKY 000PYA0BaHHS ABYXATAITHBIM METOAOM
NpeAHa3sHa4YeHbl 1151 AOTOBOPOB HAa 3aKYNKY KPYMHBLIX H CTOKHDLIX O0BLCKTOB «110,1
KTI04Y», BKJOUalolliie B celds INpPOeKTHUPOBAHHE, TMOCTABKY H YCTAHOBKY
000pyA0BaHls OJHOATANHbIM METOAOM Ha [OCYJAPCTBEHHbIE CPEICTBA, M Ha
CpencTBa, MpPefloCcTaBisieMble  MEXJAyHapoaHbiMK JioHopami. Tawxke CKJI
npefHasHavyeHbl Vi BBOAA B IKCMUIyaTalMIO CTIELHalIbHO CKOHCTPYHPOBAHHBIX
YCTaHOBOK H 000pyA0BaHMsl, TAKHX, KaK TYPOHHbI, FEHEePaTOPbI, TAPOBbIE KOTJIbI,
TPaHC(POPMATOPHbIE TMOJCTAHLIMH, HACOCHBIE CTAHIMH, CHCTEMbl TeJIeCRS3Ii.
TEXHOJIOMHYECKHE YCTAHOBKH, OYHCTHLIC COOPYIKEHHs Ailsl pali3aliiii NPOeKTOB
B 00JIACTH 2HEPreTHKH, BOJHOIO XO3SIHCTBA, KAHAJIU3ALHH H TeJIeCBs3H.

CK/I Ha 3aKkynky JIeKapCTBEHHBIX M MEIHLHHCKHUX H3AEJMH NPHMEHHMBbI
JULSL 3aKYTIOK METOAOM OJIHODTAIHOrO KOHKypca corylacHO 3akony Kelpreizckoli
Pecnybnuxu «O rocynapcTBeHHBIX 3aKynKax». st CHCTEMBI 3APaBOOXPAHEHH s
nannble CKJI paspaborasbl ¢ ydeTroMm [[apMOHMU3HPOBaHHOrO PYKOBOACTBA 110
3aKyIKaM, PErIaMeHTHPYIOLIEro 3aKyNKH B CEKTOpe 3APaBOOXPAHEHHsI.

Takxke pazpaGoraHo PyKkoBoACTBO 1Mo oTGOPY KOHCYALTALHOIIIBIN YCIVI
(nasee — MpoeKT PyKOBOACTBEO) B COOTBETCTBHH € raBoi 3 3akona Kpipreizckofi
PecnyGnuku «O rocynapcTBeHHbIX 3akynkax». OCHOBHON LIeNblO AaHHOI'O
npoexta PyKOBOJACTBa SBISETCSl NPEJOCTABIECHHE PAa3BSICHEHMS 110 KAXKIOMY
METOJy 3aKyNOK IpH 3aKyINKe KOHCYAbTALUMOHHBIX YCIYT MJIsi YYacTHHKOR
npoueayp 3aKyrnok.

IoBbliuenne KOHKYPEHTOCHOCOOHOCTH

Yayuiume oocmyn npouzgooumerneil k pvinxayvt EASC

Berynienne Keiproisckoit Pecny6nuku B EADC OTKPBIIO BO3MOKHOCTH
AN YyBEJIUUEHMST  IKCIOPTA NPOAYKTOB  IHTAHUS  JJISL  KbIPIbI3CKHX
npousBoauTened. Peanusauns 3ToH BO3MOXHOCTH TpeGyeT OT KBIPrbI3CKHX
MPOHU3BOIMTENENH HEOOXOMUMOCTH COOTBETCTBHSI TEXHHUYECKHM U KauyeCTBEHHbIM
cTangapraM B COOTBETCTBHH ¢ TpeboBaHusmMu EADC. Jins cosjpaius
3aKOHOAATEJIBHOH OCHOBBLI MO OOECNEeYeHHIO CHCTEMbl KOHTPOJIs 3a KauecTBOM
npoaykToB nuraHus [IpaBurtensbcrsom Kbipreisckoii PecrniyGunikn paspaGoran
3aKOHOMpPOekT «O  GesomacHocTH  nuuieBoi  npoaykuuy  Keiprerekoit
PecnyGnukm».

JlaHHBIM 3aKOHONPOEKT MPH3BaH BOCMONHHUTE MpoGes, CyIUecTBYIOuiil B
HacTosilllee BpeMsi B 3aKOHOJAATENbCTBE PecrnyOJikKi, - OTCYTCTBHE €AHHOIO
3AKOHA, yCTaHaBJHBAIOLIErO IPAaBOBYIO OCHOBY MJid CO3J@HHsi B pecrnyOiiHKe
eAMHOH cucTeMbl obecniedeHuss Oe30MacHOCTH BCeil MHIUEBOIT MPOAYKINI,
MPOU3BOAMMOM U OOpallatoLeicst Ha perlHKe peciyOJIMKu.

Taioke  3aKOHOMPOEKT  yCTAaHABIMBAET OCOBGEHHOCTH  IPOBEAELHIs
rOCYJapCTBEHHOIO  KOHTpoNsi (Haa3opa) 3a 0e30MacCHOCTBIO — MHILEBOI
NPOAYKUHH, CYLIECTBEHHO paClIHpsAIOTCS €ro LelH, roCydapcTBO IMOJydaeT
Oosblle  MHCTPYMEHTOB JUIS  HENPEPbIBHOIO OTCJAEKHBaHHS HH(OPMAaLIHH,
ObICTPOro TIPHHATHA HEOOXOAUMBIX peweHHil. OIHOBPEMEHHO CHUKUCTCS
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KapaTeljibHasi HalpaBICeHHOCTE Hang30pa, YCTAaHaBJIMBAIOTCs HOBLIE (bOprI
Haa3opa, Takue, KaKk MOHUTOPHWHI, aydHT, H 6a3prmTC)’l Ha HOpMﬁTHBHOﬁ oaze

EBpa3sniickoro 5KOHOMHYECKOro cOt03a, HO MIPH 3TOM He nyOnupyeT TpeGoBaHus
TEXHHUYECKUX PErJaMEeHTOB.

Cruoicenue sampam Ha codI00eH e HOpMamu8HblX mpebosanuil 013 (hupa

[[paBuTENIBLCTBOM Kpipreizckoii PecrniyOuiiku OCYLHECTBIISIKOTCS]
OnpeZesicHHble MEPBI 10 YIYUUIEHHIO HHBECTHUHOHHOIO KIHMATa, [0MIeP/KKa
4acTHOro Ou3Heca, yJyulleHHe CcoOHpaeMOCTH HaJoroB. Tak, B UeJsX
HHCTHTYLHOHaNbHOH nojuepxkn MCII npeaycmorpeHo cosganue HenpsiMoii
CHCTEMBI  IOANIEPXKKH uepe3 S(MOEKTUBHYIO (GHCKANBHYIO IMOJMTHKY H
aJIMUHHCTPHPOBAHUE, BCJEACTBHE YEro 3allaHMpOBaHa 3ajayva Mo CO3JaHHIO
«HaN0208020 pasy no npuHyuny «l npeanpuHUMaresas — 1 yuer, | wmanor, |
Gromxet, 1 duckaneHbiif oprad U | nposepka». B pamkax peanusauin aamiiofi
3ajlauu  [OPEeayCMOTPEHbl  ClelyrolHue  Mepbl:  pa3paboTrka  CHCTEMbI
«DNeKTpOHHbIH MaTeHT»; pas3paboTka CcUCTeMbl «BHpPTyanbHblil —CcKnamm;
paspaborka HIIA, oGecneunBalomero mnepeBoa HAJIOrOBLIX IPOBEPOK Ha
ayTCOPCHHI'  ayNHTOPCKMM KOMIIAHMsIM; pa3paboTKa eJIMHOro cramapra
oryeTHOCTH CcyObexkToB MCDL ans Bcex opraHoB; pa3paboTka U BHECEHHEe
nionpaski B Hanorosseiit kogexe Knipreizckoif PecnyGnnkn mo eannomy Hanory
JULSL IPEANPUSITHI, KOTOPbIC BNEpBLIC PerHCTPHPYIOTCA Kak nuareinsiuky HJIC.

B tTedyenne 2017 roga npuHUMasuCh  OlIpeAEiIEHHBIE Mepbl  uisl
peajn3aliy  3aJa4 [0 BHEAPEHHIO 3JIEKTPOHHOrO [aTeHTa; 9ISKTPOHHOI
CHCTEMb! (UCKaNU3alK|K MPOLEAYp y4eTa TOProBBIX OlNepauHii; 3J1eKTpOoHHOI
CHCTEMbl aAMHHHUCTPHPOBAHHS HAJIOIOB; 10 CO3JaHHIO €JHHOH HOpPMAaTHBHOIN
npaBoBoil Gaspl AJ1s BHEAPEHMS SIEKTPOHHON CHCTEMBbI aAMHHHCTPHPOBAHIs
HaJIOTOB M METOAOB JHCTAHLHOHHOI'O a8 AMHHUCTPUPOBAHUS HAIOIOB, CO3AAHHIO
HOPMAaTHBHO-TIPABOBOM 0a3pl Ais nepenauyd GyHKUUE 10 aJIMUHHCTPUPOBAHHIO
couuanbHbix oTyucaeHud or CouunanbHoro douza Keipreizckoit PecnyGiiki
["'ocynapcreennoit nanoropoit ciyxde mnpu [lpaBurensctBe KpIproizckoii
Pecrny6nuky; no nepenade Ha ayTCOPCHHI NMPO(eCCHOHANBHLIM COOOLIECTBAM
4acTH QYHKUMI OpraHOB HallOTOBOH CIY)KObI H Ap.

ITooodepoicka paszeumisi YuUGPOBOTI IKOHOMUKU

[IpaBuTenbeTBo Kpiproizckoil PecnyGaukH CTPEeMHTCS K YIAVUIICIHIIIO
uH(ppoBOil DKOHOMHKH CTpaHbl, B 4YaCTHOCTH ObUIH MNPHHATBI PeLUCHLs
3aKOHOJATENILHOrO  XapaxkTepa, KOTOopbie Hanpamylo OyayT BaHITL Ha
>(QPeKTHBHOE yIpaBieHHe TePexoioM K LIM(POBOil SKOHOMHUKE.

bonee Toro, 12 uronst 2017 roxa pelueHueM BrICIero 3K0HOMHUYECKOro
coBeTa /Ul  OMNpPENEJIEHHs CpPeJHECPOYHBIX lieseil, TPUHLMIOB, 3aaa4,
HarpapB/JeHHI H MEXaHU3MOB COTPYAHUYECTBA MEXKY MOCYAGPCTBAMH — YJIEHAMH
o Bomnpocam peanusauuH 1udposoii noectkn Coloza mo 2025 roxa Onuin
yrBepxaeHbl (OCHOBHBIE HanpaBiieHHs peaiu3audd 0HGpoBoii NoBecTKH
EBpasufickoro skoHomudeckoro colosza g0 2025 roga. [lo mepe peanuzauui
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LUH(POBOH NMOBECTKH M IPOPBIBHBIX [IPOEKTOB SKOHOMUYECKU 3PdexT Moxer
3HAYUTEJIbHO BO3PacTH. BO3HMKHYT HOBBIE CHHeprerudeckne 3PpQeKTsl,
CBSI3aHHBIE C YBEIWYEHHEM [POM3BOAUTENLHOCTH TPYHA, HOBLIILIEHHEM
HHBECTHLHOHHOM IMPHBIIEKATEILHOCTH, MOJY4YeHUEM OTAA4Yd OT BHeEIpPEHIs
HHHOBAlLHH, aKTHBH3aUHell COTPYIHHYECTBA B  HECHIPHEBBIX  BBICOKO-
TEXHOIOIHYECKHX cepax, pa3sBHTHEM MeXIyHapoJHOH LHppOBOli KoomnepalliH,
YTO mNpHBEACT K (QOPMHPOBaHHIO Ha mu(poBoM npocrpancTee Colo3a
KOHKYPEHTOCIIOCOOHOr0 Ha MUPOBOM PhIHKE PErHOHAIBHOIO 0GBeaeH S,

[NocynapcTBeHHbIN KOMUTET HH(POPMALMOHHLIX TEXHOJOTHII H  CBsI3I
Kplpreizckoit  PecnyGinkd  CBOMM — pelleHMeM  YCTaHABIHBAeT NOPSIOK
YPerynHpOBaHHs. TPETEHCKOTO pPACCMOTPEHHS] H paspelleHHs] KOH(IHKTOB,
BO3HHKAIOLIMX MEZKAY Orneparopami, ciyK0amMH 3NMeKTPOCBA3H, NPEANPHITHIAMH
MOYTOBOH CBA3H H ONL30BATEJIAMH YCIIYT CBSA3H, @ ["0CyAapCTBEHHOC areHTCTBO
CBs3H NpH ["'OCynapcTBEHHOM KOMHTeTe HH(DOPMALUOHHBIX TEXHOIOIH U CBsI3I
Keiprbisckoit  PecnyGnukd — paccMaTpHBaeT — BOIPOCHI,  CBSI3aHHBIE ¢
YPEryJlupoBaHHeM, TPETEHCKHM PacCMOTPEHHEM H pa3pelieHUeM KOH(IHKTOB,
BO3ZHHKAIOLIUX MEXAY OlepaTopaMH, ITOCTaBUIHKAMH YCIYT 3JEKTPOCBS3H,
onepaTopamMu, NPeAnpPUsITHIMH OYTOBOH CBSI3M U MOJIb30BATESMH YCIIYT CBS3H.

Hanubiii [Topsiiok pazpaGoTan ¢ LeNbio COKPALLIEHUS] CPOKOB pa3perieniis
criopa MeXAYy CTOpOHaMH W peanu3auuy cratbd 62 3axkoHa Kbiproizckoii
PecnyOanku «QO06 OCHOBax aaMHHHCTpATIIBHOH AesITeNbHOCTH H
aZIMHHHCTPATHBHBIX TPOLEAYypPax», KOTOPOH MpeiyCcMaTpHBaeTcsl JocyaebHoe
paccMOTpeHHe CIIOpOB.

[lpexxne Bcero, Oyner omnpejenen Kpyr OpraHoB, aIMHHHCTPHPYIOILHX
NEPEX0/ K 2JCKTPOHHOMY YINPABIACHHIO, HX MOJHOMOYMSI, MOPSAOK TIPHHSITIS
pelieHHi B cepe IEKTPOHHOro ynpasieHHs. Bce 9TO cO34acT ycaoBHA AT
BHEJAPEHHs DJIEKTPOHHOIO YINpaBjIeHUs B rOCYIapCTBEHHBLIX opranax. Kpome
TOTO, 3aKPEIJICHHbIE 3aKOHOMPOSKTOM MEXaHH3MBbl JIEKTPOHHOTO YIIPaBIICITHS
NO3BOJISIT ~ YCKOPWUTB  pa3BuTHe  KwIprelscraHa  Kak — COBPEMEHHOrO,
TEXHOJIOTHYHOTO TIOCYJapCTBa, CHU3UTh KOPPYILHOHHBIE PHCKH, IOBBICUTH
9QPEeKTHBHOCTE W  HHBECTHLHOHHYIO TPHBIEKATEIBHOCTh HALMOHAJILHOM
9KOHOMHKH, COKPATHTh PacXojbl rOCYZAapCTBEHHOro OIoKeTa HIIH CjenaTh HX
bonee 3P PeKTHBHBIMMU.

3anaueli HoBoro 3akoHa Keipreisckoii PecnyGnuku «O6 2aexTpoHiioil
MOAMHCHY SABNSIETCS yPETryJIHPOBaHHE CJIE/1yIOLMX BUAOB OTHOMIEHHIT B 06J1aCTH
HCII0/1b30BaHHS 3/IEKTPOHHBIX MOAMNHCEI: (@) HCIOIB30BaHHE Pa3IUYHbIX BHA0B
DJIEKTPOHHBIX MOANHCeH; (§) Bbiaaua M HCNONBL30BaHHE CepTH(OHKATOB K/104a
MOAMMCH, TPOBepKAa  2JIGKTPOHHBLIX  MOAnMHced; (B)  okasamHe  yCiyr
Y/IOCTOBEPSIIOLIMX UEHTPOB, & TAK)KE aKKPEHUTALIHS YIOCTOBEPSIIOLHX IEHTPOB.

bes HajuieKalleld  3allHThbl [IEPCOHAJIbHBIX  JAHHbIX I'pasc/IaH,
0oOpadatTbiBaeMBIX B HH()OPMaLIHOHHBIX cHCTeMax TpH oKazami
rocyAapCTBEHHbIX/MY HHUHIAIBHBLIX yCayr, HEBO3MOYKHO BHEJIpeHHe

JCKTPOHHBIX cepBHCOB. 3axoH Keipreizckoii Pecny6nukn «OG6 unpopmann
MEePCOHAIBHOTO  XapakKTepa» HIpaeT BaXKHYIO pOJib IIPH  peanus3alii
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FOCYJapCTBEHHBIX (QYHKLMH, TpeOyloumx nepcoHubruKaumnn/ayTeHTuhUKaLu
CyOBEKTOB MNEPCOHANLHLIX [JaHHBLIX, B TOM YHCIE TMpPU OpraHU3aLuM
M30HpaTENLHOrO MpoLecca ¢  MUCMNOJIb30BAHWEM HOBBIX HH(OPMALIKOHHBIX
TEXHOJIOTHH, Mpu 00paboTKe MEepPCOHA/bHBIX AAHHBIX MPH MPEJOCTABIEHITH
3JIEKTPOHHBIX YCIYT.

3akoH paspaboTan B uensix 6onee 3 eKTHBHOR 3aLKTEI NMpaB cyOLEKTOBR
NEPCOHANIBHBIX JIAHHBIX, B TOM 4YHCIE€ IIpu HX o0OpaboTKe pa3IMYHbIMH
AepxaresissMyi B UHQOPMALIMOHHBIX CUCTEMAX NEPCOHANIBLHBIX JaHHbIX.

DTH U3MEHEHHs BaXXHDBI C TOYKH 3PEHHs MPEACTOsALIEero B pamkax EADC
SJIGKTPOHHOIO B3aMMOMIEHCTBUS, KaK TIOCYJapCTBEHHBIX OpPraHoB, Tak W
FOPUAMYECKHX M (PU3MUecKMX JHL, OOMeHa [MepCOHANIbHbLIMU JaHHBIMI
CYOBEKTOB, BKIKOYas BOMPOChl TPAHCTPAHMYHON MNEpeAayl MepCOHATbHbIX
JIAHHBIX.

O6ecneyenne 3(PQPEKTHBHOCTH H HENPOTHBOPEYHMBOCTH HOPMATHBHOII
npaBoBoi Gasbi Keiproisckoii PecriyOniku B cepe 3j1eKTPOHHOTO yrpaBieHHs
SIBJIAIOTCSl  3a/la4amMy, PELUEHME KOTOPbIX BO3MOMKHO TOJBKO TIPU YCJOBII
CHHXPOHH3ALMH [OJIOXKEHUH AeHCTBYIOWMX 3aKkoHOB Kbiprei3ckoii Pecrybiiiki
C NPUHLHIIAMH HOBOTro 6a30BOT0 3aKOHONPOEKTA, 3aK/1a (bl BAIOLLErO OCHOBbI, KaK
LJist OTpaciy nHQPOPMALIMOHHBIX TEXHONOIHH, TAK U 9EKTPOHHOIO yIPaBICHHsS,
U TeM caMbiM, KOOPAHMHHPYIOWIETO MOJIOKEHHs WHBIX HOPMATUBHBIX TPaBOBbIX
akToB Kbipreisckoit Pecriybnvku B naHHOH cdepe.

Kpome Ttoro, Gnaromapsi pedopmam B pamkax rnporpammer OIIIP.
IlpaButenbetBo Keipreisckod PecryGiuku NMpofO/KUT BHEAPEHHE U Pa3BUTHE
UHPPOBOH SKOHOMHMKM M paclIMpeHHe TeOWH()OPMALMOHHBIX CHCTEM, YTO
MO3BOJIUT YJNYULWHNTh KAYECTBO NPENOCTABISAEMbIX IOCYJAapCTBEHHBIX YCIYI H
obecne4ynTs pa3BUTHE YAaCTHOIO CEKTOPA.

[IpaButenbctTBo Keiprersckoit PecnyGnuku BeipaXkaeT yBEPEHHOCTb B TOM,
4TO peaM3auus NpuopruTeToB HOBOM [Iporpammer I[paBuTenscrBa Kbipruizckoii
Pecnybaukn «Enunctso. Josepue. Coszuaanue» Ha nepuoa 2018-2022 rojos,
obecrne4nT yCTOHYMBOE M ycnelHoe Oynyimiee HawueH crpaHbl. Pedopmbl,
obo3snayennsle B [Iporpamme, npenycMaTpuBaloT yCTORUMBBIH SKOHOMHYECKH T
POCT U CHWIXKEHHE YPOBHS OEIHOCTH B CPeJIHECPOUHOMN NEepCrneKTUBeE.

HpaBurenscTBo Keipreisckoi PecnyGnuki pacCYuTHIBAET, YTO BOIPOC O

NoJiepXKKe nporpamMmbl pedopm B pasmepe 24,0 MuutnoHoB nosuiapos CIIIA
OyZeT pelIeH MoJOXKUTENBHO.

C yBaxkenuem,

L. T

I[Ipembep-muuucTp ML.A.AGblrasues

Letterhead of the
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Prime Minister of the Kyrgyz Republic

207 Abdumomunov St. Bishkek, Kyrgyz Republic, 720003
15 August 2018 Ref. No 17 - 22235

To: Mr. Jim Yong Kim
The President of the
World Bank Group

Dear Mr. Kim,

The Government of the Kyrgyz Republic presents its compliments and high respect to the World
Bank and expresses its gratitude for the continued assistance in the social and economic development of
the Kyrgyz Republic.

This letter describes the program of the Government of the Kyrgyz Republic, aiming at improving
governance in the public sector and enhancing the competitiveness of the private sector. We ask the
World Bank for assistance in implementing this program, using the budget support instrument
“Development Policy Operation in the Field of Public Administration and Competitiveness”, in the amount
of USD 24.0 million.

Country Development Goals and Indicators

Current economic situation in Kyrgyzstan is largely a consequence of the complex social and
political situation in the country in the last 5 - 10 years, and it is also conditioned by external factors and
trends of a regional and global nature. But, despite all the challenges, as well as limited natural resources,
the economy of Kyrgyzstan remains stable and positive dynamics is noted.

In the medium term, the Government's key task is to ensure the dynamic development of the
economy and stable growth of the population's incomes, and, as a consequence, to reduce poverty.

Program of the Government of the Kyrgyz Republic “Unity. Confidence. Creation.” for the period
of 2018 - 2022 represents the first stage in the implementation of the Development Strategy of the Kyrgyz
Republic for the period until 2040, being the leading benchmark allowing to maintain clear development
framework in the light of global challenges, opportunities and national interests. The program is aimed at
maintaining continuity and consistency in the pace of implementation of the National sustainable
development strategy of the Kyrgyz Republic in the period of 2013 - 2017. The program is aimed at
providing concrete solutions to the problems in economy and society in the Kyrgyz Republic. The
unresolved nature of these development problems fully indicates the presence of a number of factors
that limit the effectiveness of the efforts of the Government of the Kyrgyz Republic.

Program of the Government of the Kyrgyz Republic “Unity. Confidence. Creation.” is constructed
on five pillars: the State Governance - The Government is at the service of the people; The Economic basis
of the well-being of the people; The human dimension is the basis of development; Development of
strategic sectors of the economy; National development programs / projects. There are also cross-cutting
development issues included into the Program, which are gender, environment and technology, being
topical.

Such order of priorities of the Program is stipulated by practical necessity to solve first of all the
issue of effective development management (public governance), which will allow developing an effective
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impulse for economic growth. This, in turn, will expand the capacity of the governance system and of the
state budget in addressing the basic needs of Kyrgyz citizens.

Within 5 years, the program will address issues aimed at improving the quality of living of the
population of our country:

development of regions and addressing social and economic problems at local level;
reducing unemployment and creating new jobs;

provision of social security and a decent standard of living.

building modern and accessible infrastructure, including transport, social, irrigation and
digital;

e increase of export potential;

e improving business climate and supporting the development of the private sector;

e improving the quality of public services and informatization;

e providing security and comfort in settlements;

Recent Economic Developments

Development of the national economy in 2017 took place against the backdrop of the continued
recovery of the world cycle that began in mid - 2016, of economies of the major trading partners, the
strengthening of economic activity, the reduction of geopolitical risks and internal political uncertainty in
the large countries of the region.

As a result of 2017, the gross domestic product (hereinafter - GDP) amounted to 521 billion Soms
and the real growth rate amounted to 104.6 % (in 2016, the real growth rate was 104.3 %). The GDP
deflator formed at the level of 104.6 per cent.

The overall budget deficit in 2017 amounted to 3.2 % of the GDP, which is well below the IMF
program target (3.5 % of GDP)?. Revenues were higher than expected, due to non - recurring non - tax
revenues from the sale of the Jeruy gold mine and part of the radio frequency range, as well as due to
higher than expected revenue of the National Bank of the Kyrgyz Republic (hereinafter - NBKR). On the
other hand, tax revenues turned out to be lower than the forecast due to the weaker economic conditions,
especially in the sectors that provide the largest tax revenue (trade and construction). Some of the non -
priority expenditures - mainly goods and services and capital expenditures from internal sources - were
postponed until 2018 due to delays in provision of the budget support funds.

The state foreign debt of the Kyrgyz Republic, taking into account the write-off by the Russian
Federation of the sum of 240 million US dollars, decreased and amounted to 53.9% of GDP.

This Policy Development Letter sets out the key measures that the Government of the Kyrgyz
Republic is taking to maintain macro - fiscal stability, to strengthen public sector governance and the
environment for private sector development. These reforms are integrated into the new Program of the
Government of the Kyrgyz Republic for a five-year period and are the continuation of the program, which
was supported by previous DPO programs in 2016.

28 With the exception of on-lending
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Macroeconomic policy for 2018 — 2020

The mostimportant prerequisites for the successful implementation of macroeconomic policy will
be: coordinated monetary, fiscal and investment policies aimed at developing the real sector and ensuring
social commitments; moderate growth of domestic consumer prices: increasing the attractiveness of the
business environment and increasing business activity of economic entities against the background of
improving the investment climate; implementation of large investment projects; increase of
competitiveness of domestic enterprises in the markets of the countries - participants of the EAEU; annual
granting of soft loans to agricultural producers, which will lead to the development of the agricultural
sector and the processing industry; active use of the membership of the Kyrgyz Republic in the WTO and
deepening of cooperation with international economic and financial organizations.

In the mid - term period of 2018 - 2020, one of the main goals of economic policy will be
macroeconomic stability and sustainable economic growth.

Real GDP growth rates of 2.8% in 2018, 4.0% in 2019 and 4.4% in 2020 will be achieved through
the growth of economic sectors: services, construction and agriculture.

Monetary policy

The main objective of monetary policy in the medium-term period will be to maintain moderate
inflation rates as one of the main conditions for sustainable economic growth. In the medium term, it is
expected that inflation will be kept at the level of 5 - 7 percent. At the same time, there are certain inflation
risks related to the membership of the Kyrgyz Republic and the new conditions of the EAEU, which can
exert increasing pressure on the dynamics of consumer prices; inflationary pressure from the Som
exchange rate is also expected to persist.

Fiscal policy

The goal of the medium - term fiscal policy is to ensure stable economic growth and maintain the
stability of the state budget.

Achieving this goal will require further fiscal consolidation through additional measures in terms
of revenues and cost containment.

The conceptual bases of the tax policy of the Kyrgyz Republic will be formed and carried out within
the framework of the Concept of Fiscal Policy in the Kyrgyz Republic for 2015 - 2020 (Resolution of the
Government of the Kyrgyz Republic No. 455 of July 7, 2015).

The stimulating role of fiscal policy aimed at diversification, technological renewal and modernization of
production, as well as increasing the competitiveness of the economy will remain. Continuation of
implementation of the fiscal policy measures will contribute to the legalization of the economy, to limiting
of tax evasion, to a more even distribution of the tax burden and simplification the tax system, as well as
to a more active use of potential opportunities for non - tax payments.

To achieve this goal, the main objectives of fiscal policy will be:
e improving the quality of public governance and decision - making in the field of fiscal policy;

e the maximum possible equalization of the tax burden of subjects of different sectors of the
economy and of subjects applying different taxation regimes;
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e development of existing and mastering of new administrative tools ensuring efficiency
increase and successful integration with the member states of the Eurasian Economic Union;

e constant enrichment of the practice of charging mandatory payments with new
administrative mechanisms, introduced by the results of studying the best world practices,
taking into account the peculiarities and needs of the country.

The fiscal consolidation will also be based on the comprehensive civil service reform, which should
restrain the growth of the payroll and enhance the effectiveness of public service. Reforms in public
finance governance contribute to improvement of the efficiency of public spending, strengthening the
structure and execution of the budget, and will contribute to increase of the transparency of the budget
process. To this end, it is necessary to urgently intensify reforms in the area of health care, education and
in the pension system, that is, in sectors for which about fifty percent of the total state budget
expenditures are channeled.

Work on the implementation of the program budget in institutions funded from the republican
budget will continue. To this end, measures to increase the capacity of ministries and administrative
agencies will continue through consultations, trainings and seminars on program budgeting.

Significant new mechanisms in the treasury system were introduced after the adoption of the
Budget Code of the Kyrgyz Republic, which entered into force on January 1, 2017. Also, the mechanism
of cash planning and the Unified Treasury Account were introduced. Along with this, the Single Chart of
Accounts was approved for the bookkeeping of budget execution operations.

Since 2018, a new phase of measures to introduce the execution of the republican budget in a
program format in the automated system of the treasury has been launched.

Social policy

In the field of social policy, the main objectives for 2018 - 2020 remain ensuring state guarantees
in the field of social protection for the most vulnerable categories of citizens, improving the quality of life
of the population and reducing poverty, taking into account modern requirements and the state's
capabilities. The main priority areas of activity are defined in the Program for Promoting Population
Employment and Regulation of Internal and External Labor Migration until 2020.

In the condition of limited public funding for education and health, activities will continue to
separate the areas of responsibility of the state, the private sector and the recipients of services.

Energy Sector

According to the Economic Survey of the World Bank, prepared in 2017, the energy companies
are in a difficult financial situation.

In connection with the current situation in the energy sector, the Government of the Kyrgyz
Republic has set the task of reforming the structure of management of the energy sector in 2018,
strengthening the implementation of anti-corruption measures and improving the performance of energy
companies.

Within the framework of the DPO 2015 and 2016, the Government of the Kyrgyz Republic
successfully implemented activities in the energy sector (DPO triggers).
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The reforms will continue to ensure the fulfillment of credit obligations and further improvement
of the financial status of energy companies by improving the efficiency of energy companies, optimizing
the management of the energy sector and upgrading the energy equipment of enterprises of the fuel and
energy complex.

At the same time, in order to reduce the cash deficit, improve the financial and economic
situation, provided that all the necessary measures are taken to prepare and pass the autumn-winter
period, the Government of the Kyrgyz Republic took the following measures:

e adecision was taken to restructure the debt on state borrowed funds of the generating and
transferring energy company to be repaid in 2017 - 2018.

e electric power was exported to the Republic of Uzbekistan in the amount of 1,141 million kWh
of electric power for the amount of USD 22.824 million.

From the third decade of December 2017 to March 2018, electric power was supplied to the
Republic of Uzbekistan in the amount of 361 million kWh.

- in order to reduce losses, measures are taken to install AMR metering devices: in recent years,
AMR meters have been installed throughout the country in the amount of 205 thousand units.

Commitments to adapt to climate change

Our country demonstrates sufficient political will and undertakes systemic actions at the national
and sectoral levels to minimize potential threats from climate change, as well as to fulfill the commitments
made to the world community under the United Nations Framework Convention on Climate Change.

To implement the intersectoral and interdepartmental coordination of state executive bodies for
the implementation of the obligations of the Kyrgyz Republic under the UNFCCC, Resolution of the
Government of the Kyrgyz Republic No. 783 of November 21, 2012, the Coordinating Commission on
Climate Change was established.

The Government of the Kyrgyz Republic is actively working to improve legislation and integrate
climate issues into the country's strategic development documents.

The issues of climate change, low - carbon and “green” development are integrated into the
country's development documents.

As to the implementation and reporting obligations to the Convention, the Government of the
Kyrgyz Republic has prepared and submitted to the Convention Secretariat, three National Climate
Change Communications.

In the proposed Nationally Determined Contribution of the Kyrgyz Republic, prepared in 2015, the
long-term vision of national measures to prevent climate change and enhance climate resilience has been

defined.

The remaining sections of this letter establish specific programs and reforms in a number of areas,
including those implemented with the support of the new DPO program.
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Macro - Fiscal Framework for Inclusive Growth

Increasing budget discipline and transparency

Despite the improvement of the budget process, institutional weaknesses persist, where the
execution of the budget does not comply with strict principles of financial discipline. Execution of the
budget occurs with the introduction of adjustments to the costs, both current and investment, which
significantly deviate from the planned expenditures.

In this regard, in order to ensure the sustainability and effectiveness of the budgetary system, the
Government of the Kyrgyz Republic, with the assistance of the International Monetary Fund and the World
Bank, has initiated and adopted a mechanism of introduction of fiscal rules that provide quantitative
targets for the size of the budget deficit and the level of public debt by inclusion in the Budget Code Of
the Kyrgyz Republic. The proposed changes will lead to better predictability of the budget which will
further improve the budget process.

Meanwhile, to increase transparency in the budgetary sphere, a Resolution of the Government of
the Kyrgyz Republic was adopted 1% November 2017 No. 723 “On the Order of drafting the republican
budget and introducing changes to the republican budget”, according to which an explanatory note to the
annual budget will include information on the debt of state enterprises to the budget, including joint stock
companies of the energy sector; planned budgetary credits and subsidies; write - off and restructuring of
budgetary credits and repayment of obligations under budgetary credits.

The Procedure was developed to regulate budget planning and formulate the draft law of the
Kyrgyz Republic on the republican budget of the Kyrgyz Republic for the next budget year and for the
forecast period. In addition, the Procedure determines uniform rules and the process of forming and
introducing changes to the republican budget.

According to this Procedure, in the future, detailed information will be provided on the budget
obligations for making balanced decisions.

Increasing mobilization of domestic revenues

The Government of the Kyrgyz Republic continues to develop measures to increase the revenue
side of the budget. In this direction, the Government of the Kyrgyz Republic closely cooperates with the
International Monetary Fund and the World Bank in the framework of joint financial and economic
programs.

The Law of the Kyrgyz Republic “On Introduction of Amendments and Additions to the Tax Code
of the Kyrgyz Republic” of 28 April 2017 No. 65 establishes an increase in excise tax rates for tobacco
products, including filtered and non - filtered cigarettes, cigarillos and cigars, as well as other tobacco
products for five years (from 2018 to 2022), taking into account the draft Agreement on the principles of
tax policy in the field of excise taxes on tobacco products of the member states of the Eurasian Economic
Union.

According to preliminary calculations, the increase in excise tax rates will allow to increase the
state budget revenues by 938 million Soms in 2018, and by 947.2 million Soms annually until 2022. It
should be noted that the level of increase in excise rates is close to the growth trends established in the
EAEU member states, which makes possible to use the capacity to increase the revenue side of the budget
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without the risk of increasing contraband products, and will also have a positive impact on the creation of
a single integration economic space with the participation of the Kyrgyz Republic.

In addition, by the Resolution of the Government of the Kyrgyz Republic, excise tax rates for
vodka, alcoholic beverages and strong drinks have been increased from 60 som / liter up to 70 som / liter,
which will result in additional expected estimated income from the increase in excise tax on alcohol
products, calculated based on the volume of production and import of alcohol products in 2016, and will
amount to about 200 million Soms.

Increasing Transparency and Combating Corruption in the Public Sector

Strengthening accountability in the public sector

Increasing transparency and combating corruption remain the main priority areas of the
Government of the Kyrgyz Republic. In this regard, the Law of the Kyrgyz Republic was adopted December
15, 2017 “On Conflicts of Interest”, which aims to: (a) unify and improve legislation on conflict of interest;
(b) introduce mechanisms for the timely detection, prevention and settlement of conflicts of interest; (c)
render practical assistance to state bodies and their employees in maintaining the integrity of official
political and administrative decisions in the system of public administration as a whole.

The document approved the organizational and legal norms governing the settlement of conflict
of interest of civil servants, as well as heads of institutions (organizations, enterprises) funded from the
state or local budget or with a state share in their authorized capital.

The adopted Law will contribute to the improvement of the institution of settlement of conflict of
interest, as well as to reduction of the number of cases in which officials turn out to be in situations that
lead to corruption in the country's public administration system.

Increasing the efficiency and transparency of public procurement

The Government of the Kyrgyz Republic will adhere to the principles of the best international
practices in public procurement. At present, improvement of the public procurement system is one of the
highest - priority activities of the Government of the Kyrgyz Republic in the framework of the “Taza Koom”
digital transformation program. In this regard, new approaches to the development and improvement of
the public procurement system are being established, such as the improvement of the institutional base,
the creation of an electronic platform for handling complaints and letters, and the effective
implementation and monitoring of public procurement.

In this connection, by its resolution of February 1, 2018 No. 15 - P the Ministry of Finance of the
Kyrgyz Republic approved the Program for improving and increasing the efficiency of public procurement
of the Kyrgyz Republic for 2018 - 2022, with a view to identify and implement promising directions for the
further development of the public procurement system. The main objectives of the program are the
improvement and refinement of the legislative framework in the field of public procurement,
strengthening the institutional framework and human resources of the Department of Public
Procurement, upgrade of the skills of employees of the procuring entity and inspection bodies, and the
increase of confidence in the public procurement system as well as promotion of efficient, transparent,
fair and competitive procurement process.
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To address the above tasks, the Ministry of Finance of the Kyrgyz Republic has improved the
Regulations on the procedure for the work of the interagency commission for handling complaints (the
Order No. 140 - P of the Ministry of Finance of the Kyrgyz Republic of October 11, 2017).

The Regulations provides for the following key changes:

e specific procedure and selection criteria, as well as training, to attract qualified specialists and
strengthen the capacity of the members of the Commission;

e new (operative / quick) ways of handling complaints, protests and appeals through a web
portal have been introduced;

e the order of consideration and decision - making by groups;

e the procedure for the implementation of the Commission's decision is regulated;

e the norms of this draft Regulation contribute to improve the quality of taken decisions, by
attracting specialists in the field of law.

The Regulation also provides for reducing the burden on members of the Commission by
increasing their total number and specificity of the review, and contributing to the sustainability of the
Commission's decision through a regulated order of tracking of decisions made by the Commission.

For efficiency and transparency of public procurement Standard bidding documents (SBDs) were
developed for the procurement of design, supply and installation of equipment and for the procurement
of pharmaceuticals and healthcare products. SBDs for the procurement of design, supply and installation
of equipment in a two - stage method are intended for contracts for the purchase of large and complex
“turnkey” projects, including design, supply and installation of equipment in a one - stage method for
public funds, and funds provided by international donors. The SBDs are also designed to put into operation
specially designed units and equipment such as turbines, generators, steam boilers, transformer
substations, pumping stations, telecommunication systems, processing units, treatment facilities for
energy, water, sewerage and telecommunication projects.

SBDs for the procurement of pharmaceuticals and healthcare products can be used for
procurement by the one - stage tender procedure in accordance with the Law of the Kyrgyz Republic “On
Public Procurement”. For health system, the SBDs have been developed taking into account the
Harmonized Procurement Guidelines, which regulates procurement in health sector.

Also, the Guidelines for the selection of consulting services (hereinafter - the Guide) have been
developed in accordance with Chapter 3 of the Law of the Kyrgyz Republic “On Public Procurement”. The
main objective of this draft Guide is to provide clarification on each procurement method when
consultancy services are procured for participants of the procurement procedures.
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Enhancing competitiveness

Improve access of producers to the EAEU markets

Accession of the Kyrgyz Republic to the EAEU opened up opportunities for increasing the export
of food products for Kyrgyz producers. Realization of this opportunity requires Kyrgyz producers to comply
with technical and quality standards in accordance with the requirements of the EAEU. In order to create
a legislative framework for a system of monitoring quality of food, the Government of the Kyrgyz Republic
developed a draft law “On safety of food products of the Kyrgyz Republic”.

This draft law is designed to cover the gap currently existing in the legislation of the republic, i. e.:
- the absence of a single law establishing the legal framework for the creation in the republic of a unified
system for ensuring the security of all food products, produced and circulating at the republic's market.

Also, the draft law establishes the specifics of state control (supervision) over the safety of food
products, its objectives are significantly expanded, the state receives more tools for continuous
monitoring of information, rapid adoption of necessary decisions. At the same time, the punitive thrust
of supervision is being reduced, new forms of supervision are being established, such as monitoring and
auditing, and are based on the regulatory framework of the Eurasian Economic Union, but do not
duplicate the requirements of technical regulations.

Reducing costs of compliance with regulatory requirements for firms

The Government of the Kyrgyz Republic is implementing certain measures to improve the
investment climate, support private business and improve tax collection. Thus, for the purposes of
institutional support for SMEs, it is envisaged to create an indirect support system through effective fiscal
policy and administration, as a result of which a task is planned to create a “tax haven” (“tax paradise”),
based on the principle “1 entrepreneur - 1 accounting, 1 tax, 1 budget, 1 fiscal body and 1 audit (check)”.
The following measures are envisaged within the framework of this task: development of the “Electronic
patent” system; development of the “Virtual warehouse” system; development of a law / regulation that
will provide for the transfer of tax audits for outsourcing to auditing companies; development of a single
standard for SMEs reporting for all bodies; development and amendment of the Tax Code for a single tax
for businesses that are registered for the first time as VAT payers.

During 2017, certain measures were undertaken to implement the tasks on introduction of an
electronic patent; electronic system of fiscalization of accounting procedures for trading operations;
electronic tax administration system; creation of a single regulatory legal framework for the introduction
of an electronic tax administration system and methods for remote administration of taxes; the creation
of a regulatory legal framework for the transfer of functions of administration of social deductions from
the Social Fund of the Kyrgyz Republic to the State Tax Service under the Government of the Kyrgyz
Republic, and of part of the functions of the tax authorities for outsourcing to professional communities,
etc.

Support for the development of the digital economy

The Government of the Kyrgyz Republic strives to improve the country's digital economy; in particular,
legislative decisions have been made that will directly affect the effective management of the
digitalization of the economy.
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Moreover, on July 12, 2017, by the decision of the Supreme Economic Council to determine the medium
- term goals, principles, objectives, directions and mechanisms of cooperation between the member
states on the implementation of the digital agenda of the Union until 2025, The main directions for the
implementation of the digital agenda of the Eurasian Economic Union until 2025 were approved. As the
digital agenda and breakthrough projects are implemented, the economic effect can significantly increase.
There will be new synergetic effects associated with increasing labor productivity, increasing investment
attractiveness, gaining the benefits of innovation, intensifying cooperation in non - resource -based high
- tech spheres, and developing international digital cooperation, which will lead to the formation of a
regional union competitive on the global digital market.

The State Committee for Information Technologies and Communications of the Kyrgyz Republic by its
decision establishes the procedure for settling, arbitrating and resolving conflicts arising between
operators, telecommunication services, postal services and communication services users, and the State
Communications Agency under the State Committee of Information Technologies and Communications
of the Kyrgyz Republic considers issues of settlement, arbitration and conflict resolution arising between
operators, telecommunication service providers, operators, postal operators and users of communication
services.

This Procedure is designed to reduce the time for resolution of disputes between the parties and the
implementation of Article 62 of the Law of the Kyrgyz Republic “On the Basics of Administrative Activity
and Administrative Procedures”, which provides for pre - trial consideration of disputes.

First of all, the circle of bodies that administer the transition to e-government, their powers, the procedure
for taking decisions in the field of electronic government will be determined. All this will create conditions
for the introduction of e-government in state bodies. Besides, the e-government mechanisms stipulated
by the draft Law will allow to accelerate the development of Kyrgyzstan as a modern, technologically
advanced state, reduce corruption risks, increase the efficiency and investment attractiveness of the
national economy, cut state budget expenditures or make them more efficient.

The objective of the new law of the Kyrgyz Republic “On electronic signature” is the settlement of the
following types of relations in the field of the use of electronic signatures: (a) use of various types of
electronic signatures; (b) issuance and use of signature key certificates, verification of electronic
signatures; (c) provision of services of certification centers, as well as the accreditation of certification
centers.

Without proper protection of the personal data of citizens processed in information systems when
providing state / municipal services, the introduction of electronic services is impossible. The law of the
Kyrgyz Republic “On Personal Information” plays an important role in the implementation of public
functions that require the personification / authentication of personal data subjects, including when
organizing the electoral process using new information technologies, while processing personal data when
providing electronic services.

The Law is designed to better protect the rights of subjects of personal data, including when processing
them by various holders in personal data information systems.

These changes are important from the point of view of the forthcoming electronic interaction within the
framework of the EAEU, of both public authorities and legal entities and individuals, the exchange of
personal data of subjects, including cross - border transfer of personal data.
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Ensuring the effectiveness and consistency of the regulatory framework of the Kyrgyz Republic in the field
of e-government are the tasks that can be solved only if the provisions of the current laws of the Kyrgyz
Republic are synchronized with the principles of a new basic draft Law laying the foundations for both the
information technology industry and electronic governance and, therefore, coordinating the status of
other normative legal acts of the Kyrgyz Republic in this sphere.

Besides, due to reforms under the DPO program, the Government of the Kyrgyz Republic will continue to
implement and develop the digital economy and expand geo-information systems to improve the quality
of public service provision and to ensure the private sector development.

The Government of the Kyrgyz Republic expresses its confidence that the implementation of the priorities
of the new Program of the Government of the Kyrgyz Republic “Unity. Confidence. Creation” for the
period 2018 - 2022, will ensure a sustainable and successful future for our country. The reforms identified
in the Program provide for sustainable economic growth and poverty reduction in the medium term.

The Government of the Kyrgyz Republic expects that the request for the support of the reform program
in the amount of 24.0 million US dollars will be resolved positively.

Sincerely,

The Prime Minister M. D. Abylgaziev
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ANNEX 3: ASSESSMENT LETTER (TO BE PROVIDED BY THE IMF FOLLOWING THEIR MISSION TO THE
KYRGYZ REPUBLIC DURING SEPTEMBER 19-OCTOBER 3, 2018)
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ANNEX 4: ENVIRONMENT AND POVERTY / SOCIAL ANALYSIS TABLE

Prior Actions

Significant positive or negative environment

effects
(yes/no/to be determined)

Significant poverty, social or distributional effects
positive or negative (yes/no/to be determined)

Operation Pillar I: Macro-Fiscal Foundations for Growth

Overall a stable macroeconomic environment is key for
future poverty reduction and shared prosperity

Prior Action #1. The Government of the Kyrgyz Republic
approves and submits to its Parliament, amendments to
the Budget Code to:

- Introduce a fiscal rule that provides a debt anchor
supplemented by an operational deficit target for the
purpose of ensuring a sustainable fiscal policy; and

- Revise Article 115 to stipulate that any request to the
Budget and Finance Committee of the Parliament to pre-
authorize un-budgeted expenditure shall be deficit
neutral and compliant with fiscal rule parameters.

Neutral

Neutral, as the fiscal rule builds in flexibility to
respond counter-cyclically to shocks.

Moreover, efforts to bring public expenditures on a
more sustainable footing are consistent with the
objective of ensuring greater focus in public spending
on essential public missions while preventing an
excessive accumulation of debt that would burden
future generations

Prior Action #2. The Government of the Kyrgyz Republic
has approved procedures requiring information on
transfers, refinancing and restructuring of budget loans
for State-Owned Enterprises to be included in the
Republican Budget Law, starting from the 2018 budget
submission.

Positive climate mitigation co-benefit. By
promoting increased public scrutiny over
the fiscal cost of energy subsidies (and
setting the stage for tariff reform) the
policy action is expected to promote
greater policy focus on energy efficiency
measures and greater incentives for
households to reduce consumption (from
very high current levels)

Neutral.
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Prior Actions

Significant positive or negative environment
effects
(yes/no/to be determined)

Significant poverty, social or distributional effects
positive or negative (yes/no/to be determined)

Prior Action #3. The Parliament of the Kyrgyz Republic
enacts amendments to the Tax Code increasing basic
excise rates on tobacco by 16.7 percent and the
government of the Kyrgyz Republic adopts a Resolution
increasing excise rates on alcohol by 25 percent.

Neutral

Short term negative impact on low-income
consumers of alcohol and tobacco (albeit modest),
but medium term positive impact.

Operation Pillar Il: Transparency and Anti-Corruption in the Public Sector

Overall positive impact, as poor governance is
detrimental to growth and private sector
investment

Prior Action #4. The Parliament of the Kyrgyz Republic | Neutral Neutral
enacts the Law on Conflict of Interest, to define conflicts

of interest and to provide mechanisms for their

prevention and sanction.

Prior Action #5. The Government of the Kyrgyz Republic, | Neutral Neutral

through the Ministry of Finance, adopts an Order the
“Regulation on the procedure for the work of an
Independent Complaints Review Commission” which
adopts procedures to strengthen the objectivity and
transparency of complaints handling.
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Prior Actions

Significant positive or negative environment
effects
(yes/no/to be determined)

Significant poverty, social or distributional effects
positive or negative (yes/no/to be determined)

Prior Action #6. The Government of the Kyrgyz Republic,
through the Ministry of Finance, adopts Standard Bidding
Documents for pharmaceuticals and other medical
products, as well as for the design, supply and installation
of plant and equipment, to streamline procurement,
while enhancing value for money.

Positive Impact. The Standard Bidding
Documents are expected to facilitate the
adoption of principles of sustainable
production and the use of technologies
that minimize adverse environmental
impacts.

Based on international best practice the
SBDs for design, supply and installation of
plants and equipment now allow the
beneficiaries to use different factors (in
addition to price) for evaluating bids,
including for instance life cycle cost, energy
efficiency of the equipment, fuel efficiency
and climate impact.

Neutral

Operation Pillar IlI: Private Sector Competitiveness

Overall positive impact as private-sector led growth
will benefit poverty reduction and boost shared
prosperity via job creation.

Prior Action #7. The Government of the Kyrgyz Republic
has approved and submitted to its Parliament the draft
Law on Food Safety to strengthen the technical and
institutional framework for quality controls and
certification in respect to food safety.

Positive impact. The adoption of EEU Food
Safety Guideline is expected to facilitate
the roll-out of sustainable production
principles and uptake of technologies with
minimal adverse environmental impacts by
food producers.

Possibly detrimental short-term impact as poor
farmers may face difficulty in meeting new
compliance requirements. However, medium-term
positive impact, as the policy would open up export
opportunities for agricultural producers and increase
productivity and wages.
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Prior Actions

Significant positive or negative environment
effects
(yes/no/to be determined)

Significant poverty, social or distributional effects
positive or negative (yes/no/to be determined)

Prior Action #8. The Government of the Kyrgyz Republic
adopts a Resolution establishing a deadline for the nation-
wide roll out of the transfer of social insurance payments
administration from the Social Fund to the State Tax
Service in 2019.

Neutral

Neutral

Prior Action #9. The Government of the Kyrgyz Republic
has (a) adopted amendments to the Law on Electronic and
Postal Communications to promote competition in the
issuance of the radio spectrum resource for providing
data transmission; and (b) adopted through its State
Committee  of Information  Technologies and
Communication a procedure for dispute resolution
between electronic communications service providers.

Prior Action #10. The Parliament of the Kyrgyz Republic,
adopts laws to lay key governance foundations for the
development of the digital economy and e-service
delivery.

Positive climate/disaster risk mitigation co-
benefits. By promoting the expansion of
internet  connectivity, as well as
government e-services, including in rural
and remote areas the policy actions will
increase the scope of instruments available
for early-warning systems and
communication as well as assistance.

Neutral

Positive as improved e-services would extend access
to service delivery for relatively remote households,
as well as reduce the scope for corruption in the
delivery of public services, which disproportionately
affects the poor.
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