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Overall Outcome Relevance of Prior Actions Achievement of Objectives (Efficacy)
Unsatisfactory Moderately Satisfactory Unsatisfactory
Bank Performance
Moderately Unsatisfactory
RATINGS OF PROJECT PERFORMANCE IN ISRs
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No. Date ISR Archived DO Rating IP Rating Disbursements
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SECTORS AND THEMES
Sectors
i o Mitigation Co- Adaptation Co-
B R G il benefits (%) benefits (%)
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Central Government (Central Agencies) 65 4 0
Other Public Administration 5 0 0
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Other Energy and Extractives 5 0 0
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I.  PROGRAM CONTEXT AND DEVELOPMENT OBJECTIVES

A. Context at Appraisal
Context

This development policy operation (DPO) supported the government’s reform priorities as detailed in its
medium-term plan Unity, Trust, Creation (2018-2022) aimed at strengthening the macro-fiscal foundations for
growth, enhancing transparency and anti-corruption in the public sector, and sharpening private sector
competitiveness. It was aligned with the objectives of the then just-introduced Country Partnership Framework
(FY2019-2022) relating to inclusive growth-oriented macroeconomic management, improved conditions for
private investment and diversification, and the development of an e-economy with improved digitalization.
Several WBG knowledge and capacity-building interventions provided the foundations for the operation, notably
support for the implementation of the Public Sector Reform roadmap; public procurement reforms; a public
financial management (PFM) capacity-building project; joint donor efforts to support the implementation of
private sector development reforms; investment and competitiveness TA provided by IFC; and consultations
with the Bank’s Doing Business team. Moreover, joint missions and technical work with the IMF, such as a broad
review of subsidies, technical assistance on the development of a rules-based fiscal framework, and
macroeconomic and debt analysis informed the operation.

The stand-alone operation in the amount of $24 million* equivalent, divided equally between an IDA credit and
a grant, built on an earlier DPO series, which had also aimed to enhance public sector governance and improve
the business environment. This operation embodied a sharper focus on fiscal management in light of growing
macroeconomic imbalances. It provided a new element of support for reduction of vulnerability to climate
change risks and natural hazards through expanded internet connectivity — an important foundation for
effective mitigation. At appraisal, the country enjoyed political stability, which proved to be temporary.
Standards of governance were weak, and corruption was widespread. Efforts to build resilient institutions and
drive reforms had faltered, eroding the level of public trust in the institutions of governance. The economy felt
the stresses of macroeconomic imbalances and volatile growth that rested on narrow export foundations, high
migrant remittances, and aid dependence. It lacked a robust private sector with the capacity to expand
employment primarily due to heavy regulatory burden, administrative complexity and corruption in getting
licenses and permits. Despite a sharp fall from very high levels in the mid-2000s, the poverty rate stood at a still
elevated 19.3 percent in 2017; moreover, a large share of the population was clustered just above the poverty
line, thereby remaining vulnerable to economic shocks.

At appraisal, the economy was recovering from the commodity price-induced severe external shocks of 2014-15,
but by 2017 exports had recovered strongly, largely driven by gold output. A counter-cyclical massive public
investment program over 2014-17, helped dampen the downturn but also resulted in rising debt vulnerability
and depleted fiscal buffers and deficits in the range of 4.6 to 6.3 percent of GDP in the years preceding appraisal:
domestic debt had risen to 5.8 percent of GDP in 2017, although total public debt declined to 58.8 percent of
GDP reflecting a Russian debt write-off. Monetary policy remained accommodative. The central bank
maintained a managed float for the local currency, which depreciated against the US dollar cumulatively by 54
percent in the three years preceding appraisal, thereby helping to cushion external shocks on the real economy.

! Throughout this document reference is made to the US dollar.
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Table 1: Key Macroeconomic Indicators, 2014-20

2014 2015 2016 2017 2018 2019 2020
Real GDP growth, % 4.0 3.9 4.3 4.7 3.8 4.6 -8.6
Non-gold GDP growth, % 5.0 4.9 4.3 5.1 3.7 3.8 -9.0
Consumer price inflation, end-year, % 10.5 3.4 -0.5 3.7 0.5 3.1 9.7
Consumer price inflation, average, % 7.5 6.5 0.4 3.2 1.5 1.1 6.3
Current account balance, % of GDP -17.0 -16.1 -11.6 -6.3 -12.1 -12.1 4.5
Fiscal balance, % of GDP -4.1 -3.0 -6.3 -4.6 -1.6 -0.6 -4.2
Public debt, % of GDP 53.6 67.2 59.1 58.8 54.8 51.6 68.1

Source: Kyrgyz authorities

Growth was projected to gradually return to potential - around 4.5 percent - over 2019-21, thanks to a more
benign external environment and improved export prospects. Under the DSA’s baseline scenario, debt
indicators did not exceed their indicative thresholds, although stress-tests suggested vulnerability to shocks.
Public and publicly guaranteed external debt, in present value terms, was 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.

At appraisal, the principal macroeconomic challenge lay in bringing fiscal policy back to a sustainable path, while
continuing to provide adequate support to the economy. In light of fiscal pressures, the government adopted an
adjustment program: in 2018 and 2019, the authorities intended to contain the fiscal deficit to 2.5 percent of
GDP through measures to increase tax revenues and curtail current spending, while maintaining capital
expenditures. The credibility of these commitments was to be buttressed by the adoption of a fiscal rule.

The Achille’s heel of the economy has long been the dire inefficiency and finances of the energy sector; the
country has among the lowest energy tariffs in the world with electricity and heating services delivered at well
below cost-recovery, necessitating massive budget subsidies, a steady buildup of debt in the energy sector, and
dangerously low levels of operations and maintenance spending as well as investment outlays. Successive
governments have resisted raising tariffs and undertaking related reforms. This operation did not directly
address this central issue as the next necessary policy steps (e.g., adoption of a new medium-term tariff policy
and its effective implementation) were not agreed. It was envisaged that over 2018 and 2019, the government
would concentrate on reforming the management structure of the energy sector, strengthening the
implementation of anti-corruption measures, and improving the performance of energy companies.
Nevertheless, the effective implementation of the new tariff policy, together with coordinated actions to
promote greater efficiency and affordability was declared to be central to any future Bank-financed DPO
engagement.

To address structural impediments to inclusive growth, the government had adopted a development roadmap
for the medium-term that accorded priority to governance in a range of areas (from economic management to
public services delivery), digitalization of the economy, and promote spatially balanced economic development.

Original Program Development Objective(s) (PDO) (as approved)

The Program Development Objectives were to support the government of the Kyrgyz Republic in:
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1. Strengthening macro-fiscal foundations for growth through reforms aimed at enhancing budget discipline
and transparency, and increasing revenue mobilization;

2. Enhancing transparency and anti-corruption in the public sector through measures to improve public sector
integrity, including in public procurement; and

3. Boosting private sector competitiveness through measures to facilitate trade, improve the business
environment, and promote greater digital connectivity.

Original Policy Areas/Pillars Supported by the Program (as approved)
Pillar I: Macro-fiscal foundations for growth

Reforms under the first pillar supported two policy objectives: (i) enhancing budget discipline and transparency;
and (ii) increasing domestic revenue mobilization. These reforms were selected because they addressed both
short-term imperatives of fiscal consolidation as well as medium-term needs for rules-bound fiscal management
and oversight. Given high levels of public debt, prudent fiscal management was essential to ensuring
macroeconomic stability —a pre-condition for attracting investment in a perceived 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, meant that new spending priorities could be accommodated only by maximizing
the efficiency of spending. Finally, the vulnerability to external shocks required re-building fiscal buffers through
enhanced revenues.

Pillar 1I: Transparency and Anti-Corruption in the Public Sector

Reforms under the second pillar supported two policy objectives: (i) improving the integrity of government
decisions; and (ii) enhancing the efficiency and transparency of public sector procurement. These were key
reforms to address weaknesses in governance: corruption in public procurement and in decision making by
officials arising from conflicts of interest. Improving governance and lowering the level of perceived corruption
were seen as crucial steps to alleviating the key constraints to growth; both the 2013 Business Environment and
Enterprise Performance Survey (BEEPS) and the World Economic Forum’s 2016—-2017 Global Competitiveness
Report had identified corruption as one of the most problematic factors for doing business in the Kyrgyz
Republic. 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 1lI: Private Sector Competitiveness

Reforms under the third pillar supported three policy objectives: (i) promoting trade, in the context of accession
to the EEU; (ii) improving the business environment for firms; and (iii) supporting the development of the digital
economy. Accomplishing these goals was to allow businesses to reduce compliance costs and sharpen
competitiveness, thereby improving penetration of EEU markets. In addition, expanding internet connectivity to
rural areas was to help shared prosperity and permit efficient early warning systems against natural hazards.
Reform efforts in recent years had not translated into an improved business environment; some indicators
pointed to reversals because legislative and institutional reforms were poorly implemented, a heavy regulatory
burden persisted as did administrative complexity and corruption against the backdrop of a maze of licenses,
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permits and procedures. Specifically, complex tax administration hampered private sector growth. Weak ICT
infrastructure and internet connectivity constrained private sector activity, particularly in the services sector.

B. Significant Changes During Implementation

There have been no changes to government’s policy priorities, or the reform agenda as formally stated;
however, there has been backsliding in implementation that are described in later sections of this report.

Il. ASSESSMENT OF KEY PROGRAM DESIGN AND OUTCOMES

Table 2: Prior Actions and Results Indicators

Prior Actions

Results Indicators (original and revised)

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:

— 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
Parliament to pre-authorize unbudgeted
expenditure shall be deficit neutral and
compliant with fiscal rule parameters.

Result Indicator 1:

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. Not achieved.

Baseline (2014): D+
Target (2019): B
Current status (2020): D+

e Decreased variance in functional composition
of expenditure out-turn from 54 percent in
2016 to under 10 percent by 2019. Not
achieved.

Baseline (2016): 54 percent
Target (2019): 10 percent
Current status (2020): 15.2 percent

¢ A declining deficit path (excluding on-lending)
t0 2.5% of GDP in 2018 and 2019. Achieved.
Baseline (2017): 3.3 percent
Target (2018 and 2019): 2.5 percent
Current status (2018): 1 percent, (2019): 0 percent

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

Result Indicator 2: Enhanced public scrutiny by the
legislature and the public over the operations of
SOEs and their fiscal implications and debate over
the (in-)adequacy of the business model of SOEs
operating in the energy sector, as measured by the
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Budget Law, starting from the 2018 budget
submission.

number of Parliamentary hearings on the issue (at
least once a year). Not achieved.

Baseline (2017): none

Target (2019): one

Current status (2020): none

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.

Result Indicator 3: Increase in excise rates
collected from tobacco and alcohol by at least KGS
1 billion in 2018 and 2019 relative to 2017.
Achieved.

Baseline (2017): 5,754.2 KGS million

Target (2018 and 2019): increase by KGS 1 billion
Current status (2018 and 2019): 6727.4 KGS million
and 6,703.3 KGS million

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.

Result Indicator 4: 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. Not achieved.

Baseline (2017): 0 percent

Target (2019): 15 percent

Current status (2020): no data

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.

Result Indicator 5:

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

Baseline (2014): D
Target (2019): C
Current status (2020): A

e Increase in the overall PEFA PI-19 score from B
in 2014 to B+ in 2019. Achieved.
Baseline (2014): B
Target (2019): B+
Current status (2020): A

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. Achieved.

Baseline (2017): 10 days
Target (2019): 7 days
Current status (2019): 7 days
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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.

Result Indicator 6:

e Increased uptake of the new SBD by procuring
entities in the Health Sector, from 0% in 2017
to 50% in 2019. Not achieved.

Baseline (2017): 0 percent
Target (2019): 50 percent
Current status (2020): 0 percent

e Gradual uptake of the new SBD for large
procurement requiring turnkey solutions. Not
achieved.

Baseline (year): no use
Target (year): in use
Current status (2019): no use

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.

Result Indicator 7:

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

Baseline (2016): 43

Target (2019): 58

Current status (2021): according to data received
during the ICR mission the baseline (2016) figure
should be 9 and the current (2021) figure is 31

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.
Achieved.

Baseline (2016): 43

Target (2019): 54

Current status (2021): according to data received

during the ICR mission the baseline (2016) figure

should be 9 and the current (2021) figure is 188

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.

Result Indicator 8:

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

Baseline (year): firms filing reports to 2 pilot tax
offices

Target (2019): 100 percent

Current status (2019): 100 percent
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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. Not achieved.

Baseline (2016): 225
Target (2019): 205
Current status (2018): 220

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.

Result Indicator 9:

e Increase in the International
Telecommunications Union internet
bandwidth indicator from 5,008 Mbps in 2016
to 6,500 Mbps in 2019. Achieved.

Baseline (2016): 5,008 Mbps
Target (2019): 6,500 Mbps
Current status (2019): 203,229 Mbps

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

Baseline (2017): not exist
Target (2019): operational
Current status (2020): 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.

Result Indicator 10: Increase in the Number of
visitors to the State Portal for E-Services from 0
in 2017 to 100,000 in 2019. Achieved.

Baseline (2017): 0

Target (2019): 100,000

Current status (9 months 2021): 161,700

A. Relevance of prior actions

Rating: Moderately Satisfactory

Most prior actions (six out of ten) had a strong and direct link to the achievement of the PDOs. However, some
(four out of ten) did not; these actions could at best provide only a modest contribution to the attainment of the
PDOs because the theory of change was not well defined and consequently the linkages between the actions
and the PDOs were weak.

Pillar I: Macro-fiscal foundations for growth
PDO: Strengthening macro-fiscal foundations for growth through reforms aimed at enhancing budget discipline
and transparency and increasing revenue mobilization.
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Enhancing budget discipline and transparency. Prior actions related to budget discipline and transparency had a
clear and direct relationship to the PDO. PA#1 required the introduction of a fiscal rule that provided a debt
anchor and was supplemented by an operational deficit target. This action was fundamental to the attainment
of fiscal discipline in a medium-term context that would be rules-based. The rule itself was designed through
World Bank-IMF technical assistance to be international best practice. The action relating to the revision of an
article in the budget code to ensure that any unbudgeted expenditure revisions would be deficit neutral and
fiscal rule compliant (PA#1) was an essential building block to strengthened fiscal discipline. However, the
requirement of greater disclosure of information on budget loans for state-owned enterprises (PA#2) was only a
first step towards improved budget transparency and discipline; in order to be relevant to the PDO the prior
action needed to be more action oriented. In all three of these areas, prior actions needed to be followed up by
legislation and effective implementation to achieve the intended results.

Increasing revenue mobilization. PA#3 required tax code amendments to raise excise taxes on alcohol and
tobacco. These increases were estimated to raise 1 billion soms in additional revenues (less than 1 percent of
total tax revenues) and hence represented a very modest fiscal effort. More relevant actions were needed to
address the fundamental weaknesses in revenues: broadening of the base through elimination of exemptions
and revision of tax rates, improving the VAT refund mechanism, improving taxpayer segmentation, and in tax
administration improving e-filing, taxpayer registration and risk-based auditing.

Pillar II: Transparency and Anti-Corruption in the Public Sector
PDOs: Improving the integrity of government decisions and enhancing the efficiency and transparency of public
sector procurement.

Improving the integrity of government decisions. PA#4 required the enactment of a law on conflict of interest
on the part of public officials that was designed to be good practice; highly relevant to the circumstances.

Enhancing the efficiency and transparency of public sector procurement. The first measure (PA#5) sought to
improve the functioning of the Independent Complaints Review Commission on public procurement decisions,
which would help to improve transparency in procurement awards; the second (PA#6) supported the adoption
of good practice standard bidding documents to enhance efficiency and transparency of the procurement
process. Both prior actions were tightly linked to the PDO.

Pillar IlI: Private Sector Competitiveness
PDOs: promoting trade in the context of accession to the EEU, improving the business environment for firms, and
supporting the development of the digital economy.

Promoting trade in the context of accession to the EEU. The measure relating to strengthened food safety
(PA#7) was intended to improve access to the EEU markets. However, firms exporting to or planning to export
to EEU markets did not require a law to raise food safety standards, but had in any case to satisfy EEU standards,
which many were doing. The relevance and impact of this measure on exports is at best modest. The law
proposed would greatly help to improve food quality in the domestic market but was unlikely to be a significant
stimulant to exports. The key measures that would have promoted EEU exports relating to, inter alia, trade
facilitation, standards beyond food, energy sector reforms, were not included in the DPO.

Improving the business environment for firms. The change in the collection of social insurance payments from
the Social Fund to the State Tax Service (PA#8) was expected to lead to an improvement in efficiency and
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reduction in business costs but was not central in relevance to improvements in the business climate. The WBG
had long worked on critical elements such as unjustified inspections, poor practices related to corporate and
VAT payments, lack of finance for SMEs, incentives towards informalization, and unreliability of utilities, which
are of key relevance in this area, and which were not included in the DPO prior actions.

Supporting the development of the digital economy. The two prior actions relating to allocation of radio
spectrum and dispute resolution between service providers (PA#9) and establishing governance rules for the
digital economy and e-service delivery (PA#10) were directly relevant to the PDO.

B. Achievement of Objectives (Efficacy)

Rating: Unsatisfactory
The PDOs for Pillars A and B were not achieved. The PDOs for Pillar C were partly achieved.

Pillar I: Macro-fiscal foundations for growth. Not Achieved
PDO: Strengthening macro-fiscal foundations for growth through reforms aimed at enhancing budget discipline
and transparency and increasing revenue mobilization.

The results indicators were partly relevant; they were all measurable and the targets were set at appropriate
levels.

Enhancing budget discipline and transparency. Although the government submitted the fiscal rule to Parliament
in 2018, the rule never went into effect as Parliament failed to consider the submission (it only went through the
first reading). In subsequent years, the government did not actively push consideration of the rule because of
other priorities; moreover, the fiscal rule amendments and changes of Article 115 were recently withdrawn from
Parliament with the intention of resubmitting them in a new budget code that the authorities are planning to
develop in 2022. Similarly, the action on un-budgeted expenditures was not put into effect. As a result, two
results indicators were not met: the PEFA indicator on variance of expenditures remained at D+ (in contrast to a
targeted improvement to B by 2019) and the fall in expenditure variance to 10 percent by 2019 was also missed
by a wide margin. The indicator on a declining deficit path was met in 2019 largely for exogenous reasons (gold
exports and related revenues) but the deficit rose sharply beyond 2019 as revenues fell and spending increased
because of the COVID-19 pandemic and the measures to contain the spread of the disease. Disappointingly, the
measures recently submitted to Parliament by the government to amend the budget code do not include the
fiscal rule, nor amendment of Article 115 relating to expenditure variance. Thus, the prior actions have
effectively been totally reversed.

The quality of information on SOE fiscal relations has improved in accordance with the prior action, but the
results indicator on parliamentary scrutiny of SOE operations has not been met: parliament has not scheduled
the hearings necessary.

Increasing revenue mobilization. The result was achieved. A cumulative increase in excise tax revenues in 2018
and 2019 amounted to 1.9 KGS billion, well above the target of 1 KGS billion. However, the relevance of the
action to the PDO was marginal. The tax to GDP ratio fell from 19.8 percent (average 2017-2018) to 18.7
percent (average 2019-2021). Hence the PDO was not achieved.

Pillar II: Transparency and Anti-Corruption in the Public Sector. Not Achieved
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PDOs: Improving the integrity of government decisions and enhancing the efficiency and transparency of public
sector procurement.

The results indicators were relevant; they were all measurable and the targets were set at appropriate levels.

Improving the integrity of government decisions. The law on conflict of interest is not being enforced in the
manner necessary to root out corruption and establish transparency in the public sector. Although in some
cases public officials are required to fill out declarations, such documents are not properly reviewed or verified
by the commissions on ethics. Mechanisms for prevention and sanction of conflict of interest as provided under
the law do not function. The results indicator on the percentage of declarations reviewed cannot be verified as
aggregate data from the commissions is not tabulated.

Enhancing the efficiency and transparency of public sector procurement. The good practice public procurement
law was gutted through the passage of amendments that removed the obligation to use exclusive e-
procurement portals, introduced paper procurement, raised ceilings on procurement exempt from best practice
methods to unreasonable levels. These amendments, not based on any consideration of possible shortcomings
in the procurement law, reduce the efficiency and effectiveness in procurement and introduce high risks of
malfeasance. As a result, the prior action relating to the complaints commission is rendered nugatory. The
results indicators relating to the improvements in PEFA scores were met. The processing time for review of
cases by the complaints commission was met.

Similarly, the standard bidding documents that had been adopted to international good practice standards
under the procurement reforms were abolished in 2019 and current documents employed are of poor quality in
terms of appropriate allocation of responsibilities, risks, and liabilities. This constitutes a further reversal in total
of a prior action. The results indicators are all missed as they related to the use of earlier bidding documents.

Pillar Ill: Private Sector Competitiveness. Partly Achieved
PDOs: promoting trade in the context of accession to the EEU, improving the business environment for firms, and
supporting the development of the digital economy.

Two results indicators were relevant, two were not. They were all measurable and the targets were set at
appropriate levels.

Promoting trade in the context of accession to the EEU. As noted, the relevance of the law on food safety to
exports to the EEU is slender. The results indicators on firms implementing HACCP principles and those included
in the EEU register for food-based operators were met.

Improving the business environment for firms. As noted, the prior actions were only tenuously linked to the
PDO; nonetheless, the indicator on share of firms filing reports on social contributions through the tax service
was attained, whilst the sought-for improvement in the Doing Business indicator on “paying taxes” from 225
hours in 2016 to 205 hours in 2019 was not met with the number of hours required in 2018 standing at 220.2

Supporting the development of the digital economy. The prior actions have been maintained; however, with
frequent changes of government and in the structure of government leadership on digitalization too changed

2 The DB results for 2019 were not available as the WB stopped preparing the DB Report in 2021.
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frequently. The results indicator on improvements in the bandwidth was achieved mainly thanks to the private
sector’s efforts. The indicator on dispute resolution mechanism cannot be verified as government counterparts
did not exist at the time of the ICR mission. However, the dispute resolution mechanism is available and could
be used by the electronic communications service providers if necessary. The number of visitors to the state
portal for e-services at 161,000 has exceeded the target, according to the state enterprise “Electronic
interoperability center Tunduk”.

Major factors affecting the efficacy of the operation

Role of ASA and TA. A key strength of the operation was the solidity, quality, and relevance of the ASA and TA,
much of which was funded by the Bank and other development partners. Work on the macro-fiscal foundations
of growth involved joint participation by the IMF covering the fiscal rule and taxation; indeed, the IMF provided
advice on the macro-framework supporting the operation.® The Bank has provided long-standing ASA and TA
support, in which a capacity-building project has played a major role, in PFM analysis and PEFA work. The Bank
has also provided deep analysis and technical assistance over several years on public procurement reforms and
has attempted to instill best practice methods. Finally, the Bank provided analytical work that undergirded the
proposed reforms in digitalization. Nonetheless, ASAs could not always influence reforms because of technical
or political obstacles.

Political economy. Political economy factors have proven to be a major hindrance to progress throughout the
DPO agenda, but particularly so on fiscal discipline and transparency, anti-corruption in the public sector, and
advances in digitalization implementation. The period 2019-2021 was characterized by growing political
instability and weakening institutions that tore into the implementation of reforms. The year 2019 was one of
relative calm and offered an opportunity to introduce the fiscal rule and Art 115 reforms in particular. However,
political uncertainty increased substantially following popular protests that led to the abrogation of the results
of the parliamentary elections of 2020, followed by an unexpected resignation of the president of the republic,
the election of a new president, and far-reaching changes to the structure of government. These political and
administrative changes have led to a loss of policy focus and weakened implementation capacity. Lack of
coordination of the reform agenda within the government and between the government and Parliament has
hindered the implementation, in particular, of fiscal and SOE reforms. The pandemic crisis exacerbated these
factors by sapping the strength of the economy and diverting the attention of policymakers.

Governance continues to be a major impediment to sustainable reforms. Institutional and capacity weaknesses
are rampant and have worsened in many areas (such as key ministries and in key sector functions such as health
or digitalization). Public perceptions of corruption remain high.? It is hard to understand the reversal of
procurement reforms without any analytical work or any explanation given or lack of proper implementation of
conflict of interest except in terms of vested shared interests amongst lobbyists, suppliers, and public officials.
Parliament has failed to take up consideration of key fiscal and transparency reforms.

Ownership. The major reversals of the prior actions in two pillars relating to the foundations for growth and
transparency and anti-corruption highlight the limited ownership of reforms. Recent actions such as the
omission of the fiscal measures from the budget code amendments just submitted to Parliament or persistence
with the defective procurement practices show that ownership is yet to be established. The commitment to the

3 The IMF provided TA support on a rules-based fiscal framework in 2017 and 2018.
4 The Kyrgyz Republic ranked 126 out of 180 countries on the corruption perception index of the Transparency International
in 2019.
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B.

digitalization agenda has clearly been stronger, but the commitment has not been followed up by effective
action largely because of institutional weaknesses.

Monitoring and evaluation. The ministry of finance is responsible for overall monitoring and evaluation of the
operation and for coordinating actions among other ministries and agencies. In practice, M&E systems are weak
and have made little progress despite a long history of DPOs administered by the ministry. There is little
tracking of progress and feedback mechanisms do not exist within the government system. Dialogue with the
Bank and the implementation of other projects such as TA activities on public sector reforms or IFC dialogue
with the private sector provide opportunities for monitoring.

Overall Outcome Rating and Justification

Rating: Unsatisfactory
The overall outcome rating of this DPL series is derived through the combination of the relevance and efficacy
ratings.

This DPO supported important fiscal reforms as well as efforts to improve governance and stimulate private
sector-led growth through stronger competitiveness. The objectives of this operation remain highly relevant to
both the government and the Bank’s engagement in the country. Most prior actions had a direct link to the
achievement of PDOs, but a substantial minority did not (four out of 10), despite a body of ASA that had
identified the critical actions with strong linkages to PDOs. The efficacy of the operation has been disappointing
in view of the policy and prior action reversals in the core reform areas of fiscal policy sustainability and
transparency and anti-corruption in the public sector. In the area of competitiveness, measures on trade and
business climate were at best of tangential relevance to the PDOs. The measures on digitalization were well
designed, but institutional turmoil has prevented an effective follow-up.

OTHER OUTCOMES AND IMPACTS

Poverty, Gender and Social Impacts

The measures supported under this DPO were expected to have a beneficial impact on poverty reduction and
shared prosperity through promoting fiscal sustainability, strengthening public governance, 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 was expected to
improve prospects for sustainable growth which, poverty analysis showed, was a key driver of poverty
reduction. The operation was also expected to reduce opportunities for corruption, which disproportionately
affected the poor. The fiscal measures supported under the operation were assessed to be mostly distribution
neutral and are unlikely to damage the poorest segments of the population.

As the efficacy of the operation was low, these beneficial effects could not be expected to have materialized. It
is likely that with the loosening of procurement and public management standards, the opportunities for
corruption significantly increased and the poor suffered as a consequence. The business community had
supported the earlier procurement law as they could better defend themselves against corrupt public officials;
this defense was considerably weakened. Thus, the social impact of the operation was not realized.

Environmental, Forests, and Natural Resource Aspects
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The specific policies supported by the DPO program were expected to have favorable effects on the
environment and natural resources through climate mitigation co-benefits by promoting increased attention
over the fiscal cost of energy subsidies. Procurement reforms through best practice bidding documents would
allow for the consideration of factors, beyond prices, such as life cycle cost, energy efficiency of the equipment,
fuel efficiency and climate impact. Food safety measures would also have favorable impacts. However, with the
reversal of fiscal and anti-corruption reforms such effects could not be expected to have been attained.

Institutional Change/Strengthening

Not applicable.

Other Unintended Outcomes and Impacts

Not applicable.

BANK PERFORMANCE

Rating: Moderately Unsatisfactory

Bank performance is rated as Moderately Unsatisfactory in view of the moderate shortcomings in both the
preparation and implementation aspects of the operation as discussed below.

Preparation

The design of the operation benefited from sound analytical underpinnings provided by ASA and TA activities.
The quality of analytical work was generally high and salient to all the three pillars of the DPO. The design of
Pillar | (macro-fiscal foundations of growth) was shaped by technical work (jointly with the IMF) on the fiscal
rule, by Public Expenditure Reviews, PEFA assessments, and specific reports by the IMF (e.g., tax). The analytical
background for Pillar Il (transparency and anti-corruption) rested upon TA on conflict of interest and long-
standing advisory work on procurement, e.g., through country fiduciary reports. Pillar Il (competitiveness)
relied upon intensive WBG advisory work, specific work on cross-border digital connectivity and the CASA digital
project.

The DPO documentation provided a candid analysis of some of the major risks faced, noting that risks were high
or substantial by every measure. However, the severity of political and implementation risk was not fully
recognized, despite the track record of past DPOs. Moreover, the mitigating measures proposed in the
operation were insufficient to address the burden of the risks. It noted high governance risks and that
implementation of commitments was often delayed but outlined no pro-active strategy to address these well
recognized and very long-standing risks. High or substantial risks in policies and implementation were noted but
adequate mitigation measures were lacking; thus, a mitigation factor advanced was 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.” But clearly the track record was one of repeated failures in past DPOs to
adhere to reforms (especially in energy) and commitments to extend future support in the face of such slippages
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hardly constituted a force for mitigation.®> More pro-active engagement with a spectrum of stakeholders,
including parliament and its committees and civic society might have paid dividends.

A central weakness of preparation lay in the choice of prior actions and policy instruments. The omission of
energy sector reforms detracted severely from credible efforts at both macro-fiscal stability and anti-corruption.
Moreover, within the PDOs the instruments chosen (as described earlier in this document) were tangential to
PDO objectives, despite the availability of core instruments that had been identified in ASA and TA.

Past ICRs had drawn the lesson that the M&E system associated with DPOs was weak and the ministry of finance
should play an effective role in monitoring progress and taking pro-active or anticipatory course corrections.
The preparation of this operation failed to address this lacuna.

The operation was well coordinated with the IMF — especially important given the absence of a supporting IMF
program. The documentation does not explain coordination with the ADB which had DPOs in operation or
planned or with budget support-type operations from the EU and the Eurasian Development Bank.

Implementation

The implementation of the operation was bedeviled by growing political instability, compounded by frequent
changes of administration and key officials responsible for the reform areas of the operation. Institutional
expertise and memory within the government was lost in important cases to the detriment of the
implementation momentum. Although such factors complicated implementation, it appears that supervision
was patchy. Thus, in Pillar Il procurement was closely supervised with pro-active participation of staff in
providing warnings and advice and engaging with various levels of the government including two presidents,
often with reliance upon senior country management. However, on the macro-fiscal pillar, whilst updating
reports were prepared, no structured dialogue was established formally to address prior action reversals or
failures to follow up. Similarly, the institutional reversals and failures to follow through on digitalization were
not taken up in a systematic dialogue or supervision.

At the heart of weak implementation, lay a failure by the Bank to appropriately assess the government’s
commitment and implementation capacity. This document has outlined weak ownership in several key areas.
Particularly on public sector reforms and digitalization, capacity and commitment were too weak to deliver on
the expected results.

Except in the area of procurement, the Bank did not proactively identify and effectively respond to the risks to

the achievement of the PDOs during implementation. A cause may lie in the absence of formal supervision and
structures to monitor progress on each prior action jointly with the authorities.

V. RISK TO SUSTAINABILITY OF DEVELOPMENT OUTCOMES

In Pillar I (macro-fiscal foundations for growth) and in Pillar Il (transparency and anti-corruption in the public
sector), no development outcomes were achieved. Hence, a discuss of risks to sustainability is moot.

5> See IEG report on the series of DPOs over [2010-2017] for an extended discussion of this point, forthcoming November
2021.

Page 18 of 39



The World Bank
Kyrgyz Republic Economic Governance DPO (P163983)

In Pillar 11l (private sector competitiveness), the prior actions on food safety and transfer of social insurance
payments had only a highly tenuous link to the PDO and hence minor impact. Any such impact that may be felt
on private sector competitiveness is likely to be sustained as government ownership in these two areas is
present. On digitalization, the ownership is strong but the capacity and ability to enforce the laws and
implement reforms is weak. Hence the sustainability to development outcomes is questionable.

VI. LESSONS AND NEXT PHASE

Lessons Learned

DPOs should learn from their history in considering political economy constraints, securing credible commitment
at the highest levels and backing up these commitments with implementation actions at the prior action level,
and not merely undertakings to submit to the parliament. Any policy reform operation should be based on
acting on the thorough understanding of the underlying political economy constraints that the Bank has already
achieved, particularly in an environment where governance-related risks are exceptionally high. Sufficient
support for reforms from across a wide range of stakeholders, and not merely the ministry of finance, should be
ascertained. Experience has shown that weak incentives for change and low accountability (on policy slippages)
will lead to reversals of prior actions.

The design of DPLs should rest on a shared strategy that reflects the highest-impact priorities. Energy sector
reforms, particularly pricing, must lie at the heart of future DPOs in the Kyrgyz Republic — this was the Bank’s
clear adopted position conveyed by its management to the authorities, yet the operation was allowed to
proceed with no energy commitments. Furthermore, prior actions chosen were in certain cases only tangential
to the realization of objectives, despite a body of ASA that provided sound guidance as to the most effective
instruments.

Given the high risks to any DPO operation, careful attention must be placed on mitigating measures. Such
operations must be carefully monitored, and implementation supported with structured dialogue and
supervision, reflecting a pro-active approach to solving problems. Strong external partnerships are important in
this respect.

A system of monitoring and evaluation should be established and seen to be effectively functioning with
effective inter-ministerial coordination before the approval of any DPO operation.

Certain complex reforms may be better pursued with a results-based operation — rather than with a DPO. This
approach would sharper focus on one or two critical reforms, always including energy pricing, link
disbursements to the attainment of implementation indicators, ease the implementation burden on the
authorities, and make Bank supervision more effective.
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ANNEX 1. RESULTS FRAMEWORK
RESULTS INDICATORS

Pillar: Macro-fiscal foundations for growth

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
PEFA indicator PI-2 on Text D+ B D+
"Composition of expenditure

approved budget"

Comments (achievements against targets):

The target was not met. According to the 2021 PEFA assessment, indicator PI-2 received score D+ reflecting sub-scores on expenditure composition outturn
by function (D), expenditure composition outturn by economic type (B), and expenditure from contingency reserves (A).

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Variance in functional Percentage 56.00 10.00 15.20

composition of expenditure

out-turn 31-Dec-2016 31-Dec-2019 31-Dec-2020

Comments (achievements against targets):

The target was not achieved. According to the 2021 PEFA, expenditure composition outturn by function deviated from the budget by 15.2 percent and
received score D.
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Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Fiscal deficit (as % of GDP, excl. Percentage 3.30 2.50 0.00
on-lending) for 2018 and 2019

31-Dec-2017 31-Dec-2019 31-Dec-2019

Comments (achievements against targets):

The indicator on deficit path was met in 2019. But it was largely for exogenous reasons (gold exports and related revenues). The deficit rose sharply beyond
2019 as revenues fell and spending increased because of the COVID-19 pandemic and the measures to contain the spread of the disease.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion

Revenues from excises for Text

Excise tax revenue from Increase in revenues
alcohol and tobacco

alcohol and tobacco in from excises on tobacco

2017 was KGS 5.7 billion and alcohol by at least
KGS 1 billion in 2018 and
2019 relative to 2017

Increase in excise tax from alcohol
and tobacco in 2018 and 2019
amounted to KGS1.9 billon

31-Dec-2017 31-Dec-2019 31-Dec-2019

Comments (achievements against targets):

The target was achieved. A cumulative increase in excise tax revenues in 2018 and 2019 amounted to 1.9 KGS billion, well above the target of 1 KGS billion.
However, the relevance of the action to the PDO was marginal.
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Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Number of Parliamentary Text None At least once a year None

hearings on (in-)adequacy of

SOEs

Comments (achievements against targets):

Based on the information collected by the ICR team no Parliamentary hearings on energy SOEs’ business model were held during 2019-20. Therefore, the
target was missed.

Pillar: Transparency and anti-corruption in the public sector

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Percentage of declarations of Text There is no system in Ethics Commissions in No data available
personal interests of public place for managing and ministries, central
officials verified by the Ethics sanctioning conflicts of government and
Commissions to identify interest regulatory agencies
potential conflicts of interest have reviewed 15% of
(average across all entities) all filed declarations
31-Dec-2017 31-Dec-2019 31-Dec-2020

Comments (achievements against targets):

Although in some cases public officials are required to fill out declarations, such documents are not properly reviewed or verified by the commissions on

ethics. The results indicator on the percentage of declarations reviewed cannot be verified as aggregate data from the commissions is not tabulated.
Therefore, the ICR team concludes that the target was not achieved.
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Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Competition, value for money, Text B B+ A
and controls in public

Comments (achievements against targets):

The target was achieved. According to the 2021 PEFA assessment, all key aspects of procurement management — i) procurement monitoring, ii)
procurement methods, iii) public access to procurement information, iv) procurement complaints management — received score A.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
PEFA indicator PI-19 (iv) sub- Text D C A
score

31-Dec-2014 31-Dec-2019 31-Dec-2020

Comments (achievements against targets):
The target was achieved. According to the 2021 PEFA assessment, PI-19 (iv) sub-indicator - procurement complaints management — received score A.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion

Average processing time for Days 10.00 7.00 7.00
review of cases by the ICRC
31-Dec-2017 31-Dec-2019 31-Dec-2020
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Comments (achievements against targets):
The average processing time for review of cases by the ICRC was reduced to 7 days from 10 days in 2017. The target was met.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Uptake of the new SBD by Percentage 0.00 50.00 0.00
procuring entities in the Health

Comments (achievements against targets):
The target was not achieved. The SBDs that had been adopted to international good practice standards under the procurement reforms were abolished in
2019 and current documents employed are of poor quality in terms of appropriate allocation of responsibilities, risks, and liabilities.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion

New SBD for large procurement = Text Not used In use Not used

requiring turnkey solutions
31-Dec-2017 31-Dec-2019 31-Dec-2019

Comments (achievements against targets):
The target was not achieved. The SBDs that had been adopted to international good practice standards under the procurement reforms were abolished in
2019 and current documents employed are of poor quality in terms of appropriate allocation of responsibilities, risks, and liabilities.
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Pillar: Private sector competitiveness

Indicator Name Unit of Measure Baseline

Target Actual Achieved at Completion
Number of firms implementing Number 43.00 58.00 31.00
HACCP principles
31-Dec-2016 31-Dec-2019 31-Dec-2019

Comments (achievements against targets):

According to the data collected by the ICR team, the number of firms implementing HACCP principles increased 9 in 2016 to 31 in 2021. Based on this, the
ICR team concludes that the target was met.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Number of firms included in Number 43.00 54.00 188.00
the EEU register of FBOs and

Comments (achievements against targets):

According to the data collected by the ICR team, the number of firms included in the EEU register increased 9 in 2016 to 188 in 2021. Based on this, the ICR
team concludes that the target was met.
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Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Share of firms filing reports on Text Businesses in 2 pilot tax 100% of businesses 100% of businesses country-wide
social contributions to the State offices country-wide
Tax Service

31-Dec-2014 31-Dec-2019 31-Dec-2019

Comments (achievements against targets):

The target was achieved. Based on the information collected by the ICR team, administration of the social contributions has been transferred to the State
Tax Service from the Social Fund.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Tax compliance cost measured Text 225 hours per year 205 hours per year 220 hours per year
by DB "Paying taxes" indicator

31-Dec-2016 31-Dec-2019 31-Dec-2018

Comments (achievements against targets):

The DB results for 2019 were not available as the WB stopped preparing the DB Report in 2021. Since the progress towards to target was modest as the
2018 DB results indicate, the ICR team concludes that the target was not met.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion

International Text 5,008 Mbps 6,500 Mbps

203,229 Mbps
Telecommunications Union,

31-Dec-2016 31-Dec-2019 31-Dec-2019

Page 26 of 39



The World Bank
Kyrgyz Republic Economic Governance DPO (P163983)

International internet
bandwidth indicator

Comments (achievements against targets):

The target was achieved mainly thanks to the private sector’s efforts. Based on the data collected by the ICR team, the international bandwidth indicator
was 5,008 Mbps in 2013 and 81,310 Mbps in 2016, which increased to 203,299 Mbps in 2019.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Dispute resolution mechanism Text Non-operational Operational Operational
between electronic

providers

Comments (achievements against targets):

The dispute resolution mechanism is available and could be used by electronic communications service providers if necessary. Therefore, the ICR team
concludes that the target was met.

Indicator Name Unit of Measure Baseline Target Actual Achieved at Completion
Number of visitors to the State Number 0.00 100,000.00 161,700.00
Portal for E-Services

31-Dec-2017 31-Dec-2019 30-Sep-2021

Comments (achievements against targets):
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According to the Government’s Electronic interoperability center Tunduk, the number of visitors amounted to 161,700 during January-September 2021.
The target was achieved.
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ANNEX 2. BANK LENDING AND IMPLEMENTATION SUPPORT/SUPERVISION PROCESSES

A. TASK TEAM MEMBERS

Name
Preparation

Supervision/ICR
Appolenia Mbowe

Irina Goncharova

Garik Sergeyan

Gregory Kisunko
Christopher David Miller
Bakyt Dubashov

B. STAFF TIME AND COST

Stage of Project Cycle
No. of staff weeks

Preparation

FY17 3.000
FY18 47.844
FY19 .325
Total 51.17
Supervision/ICR

FY20 0

Total 0.00

Role

Task Team Leader(s)
Procurement Specialist(s)
Financial Management Specialist
Team Member

Team Member

Team Member

Staff Time and Cost

USS (including travel and consultant costs)

20,124.74
273,496.55
2,699.71

296,321.00

180.41

180.41

Page 29 of 39



The World Bank
Kyrgyz Republic Economic Governance DPO (P163983)

ANNEX 3. BORROWER, CO-FINANCIERS, AND OTHER DEVELOPMENT PARTNERS’/STAKEHOLDERS’ COMMENTS
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KOMMEHTAPHH K RRIIEYEAIaHHOMY OT4eTy O 3asepiiecnil peaidsalliy o pesvieTatax (ICR) u
HE BOZPAKACT HA NyONHKaHKr JanHoro Oryera.

NMoresyres cmyvaes, Mussereperse durancos Keprencredl PeenyGanen & owepennod
paEl XoTeno BEpatHTh BoemupHosy Baegy ceoe rnyBowoe DodTeHHe M DlarolapHocThE 3a
HENOCPEACTREHHO OKAIBIBACMYIO NOLICPHEY H HAACHIY HA DPOLOITAHTENEHOE TI0L0TECPROS
C(TI'p}'J[HHHCE'I'HU.

IMpacokesne: Ha_ .

™ e
. Qv ) )
FAMECTHTENL MR CTpA . P.C. Tarngon

Hea M. ¥aypoe
T 011000 2004,

D01064
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“On the letterhead of the Ministry of Finance of the Kyrgyz Republic”
21 December 2021
Ref #26-3/6691
Office of the World Bank

in the Kyrgyz Republic

The Ministry of Finance of the Kyrgyz Republic expresses its gratitude to the World Bank for the
support that the World Bank provides to our country under priority areas of socio-economic
development of the Kyreyz Republic.

Having reviewed the letter of 13 December 2021 related to the draft Implementation Completion
and Results Report, herewith the Mimstry of Finance 1s sending its comments for the Report
(please see the attachment) and confirms that it does not have any objections for making this
Report available to the public.

The Ministry of Finance of the Kyrgyz Republic would like to use this opportunity to render its
deep respect and gratitude to the World Bank for the direct support, and expresses its hope for
frurtful long-term cooperation.

R. 5. Tatikov,

Deputy Minister /signed’
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Kovmemrapun & Onwery o amepioeiin # pesy s TS Peaiiiainn npoekia o
KPEINTY HA 0T aRy passirmy b passiepe 8.3 soanCHS porpanry g noanTuey
pazswrmn B paamepe 8.3 s CH3L npenoeragmmemer Kuiprespesoii Feenybamge s
OO A MO GOt B N LIEPHREY ATEI e B OdTACTH SROHOME9eCK0ro VIl aBTEH HH

MHHHETL'DEI'HD [JJ]"IH'd.HL'UB BRI | ﬁ.‘lill‘&:.‘]ﬂ]}Hilﬁ."I’h 18 ROAMOREHUC TR NPENCCTARHTR
KOMMEHTAPHY Ha upoekT Cheiera o Jasepuichan o Posynerarax Peanwsanms Onepaiiy o
Tloanepsre Moawrugn Passurin B ofaaem Dronosuucekore Yopasnewws (ONIE), ONINP
Ghi noaromor eH B 200E rooy o peamesnisaines n 200920 roaax,

Lleassan OLHIP p obmacre Dwoposudecsoro YOpapieHHs  SBIATRCE  OKASHHWE
Hpaswrensetsy Kaprorseroll PeenyGankn neanepsen &

. ¥EpeuncHnH MaxpodiHCKankiLiy OCHOB POCTA MOCPEACTROM TIPORCACHHE pedop.
HH.[]]'IﬂHJ[I.!HHHx Mt TIOALIIIGE AL EII{'I-,EL}K{,'THU]_'l JHCIHHINIHHED H I'IFM!I'_!FLL'-IHUC]'H, H.H.p.l{i],}' [
VBEITHYEHHEM MOGHIHIALHH 10N0eI0 B!

2. 1oBEIHEHHA OPOIPAMHOCTH W YCHACHHH GOPROs ¢ KOPPYTILHEH B rocy TapuTRCHHUM
CCRTOPE NMOCPEACTROM MPHHATHE Mep 10 HOBRIICHAK Jo0pOcoBECTHOCTH TOCYIAPCTESHHOTO
CEETOPR — B TOM YHCAE, B 00HacTH 100y A8pCTRE HHRIX TaKYITOR, H

3. TToBbILIEHHH KOHEY PEHTUCTUCOTHOCTH 900 THOTD CRXTOPE TOCPEACTROM NPHARTHA MEp
NG COAefcTEHED TOPIOBIC, YAVHIIEHHIO YOROBHA NPCIIPHEHMETEIBCEDE JeRTENEHOCTH |
NOBLIEHHEY UHEPOEOH CofsHEOCTH,

Bouenosm, Ormyer  opeiscrasid  opodrvio OIeHKY  PCRlIHSAIHNA,  JTOCTHARECHHE
Nporpassibi neaell Onepauns oo Hogowepsee Toawtien Passnmas 80 ofnacrw
IROHOMIEYECKO D YIPEBICHHA, 8 T8 BRIKUIHEHHS pethops, TpeacTapietine B [lporpanme,
KEK  OpessapaTedsHse  wefivveda, 5 onesov, Ohder peactaBun nogpolHyle  ougHky
DEQIHFAIHH, Z0CTHHEHHE Iporpavmans aeieid Onepandn no Hopsepasse Nlonrmied Paseniig
B oofuaeTd Frodomudeckoro Yopasmerns (manee OTINPL @ rasse seioiHeHde  pediopse,
APCACTABICHHEIE B L IPOIpasmse, FaK upe IBapr e keI U ICTRARA.

MHHHCTEPCTRE PHHAHCER B UCI0M COTTECHO © ONMHCAHAENM KOHTERUTE NOANOTOBKH
OTIP. [enw, moe rasneHuee tepet O P, oomse TersoBam Crparerdueckiy HelEM paibiTHA
Kwpremscxoii Pecny@ankn, koropeie Geim ofoskadeHst B nporpammax [paprreikctsa KP «4(
maroes, «Taza Koeosms 0 nperpamsa Hpasmrensersa na 2009 ron, B noarorosse OTTP rakswe
WCNOTBIOBAANCE  AHWTHTHUCCKRE  OTHETHL W GTHETHE TeXHHYCCKHY  MHCCHE,  KacilomMecs
BOMPOCOE  YAVHIIEHRS  MUKPO-BHCKETRHOIG  VIPABRICHHA,  VEPEIEHHA  YIPHBICHHA
TOCN PO THEHHOID CCRTOPH W IOBRIUTEHHA EOHKY PEHTOCOOCOTHOCTH YACTHOMD CORTUPE

LHomroressa  OUIP nposexozuess B NCPHOL BOLCTAHORICHHA  JKOHOMHKH  [10C]e
FIOGANEHEIN  OKOE BRETBAHHEIX [VWCHHCM  1IEH HA CRIpRCHRE ToBApe, B 70T nepHon
Keiprezckan  Pecny@Ginka  cvoimg YOCpwmarh  DOUOMHTCIRHME  TEMITB POUTE 3EOHOMHKH,
NPOBOIS  COOTRETCTEYRMITVEY  HaIOTOBO-DIAULKETHYRY M KPSGHTHO-JIEHERHEY K TIOUIHTHEH,
OaHAKD, B PeayIbTale BIHAHAN BHEIHHY IGEGH, YREIHIHIRCE JehHunT SIieReT) 1 YPoBcHE
POy e TReHRare oira, Bocssae o arw, peduopsiet OLITTE sanpasasives Ha YEpenieHHe
MAKpo-QRCKanEHBIY OCHOB 18 YOTOHMMAMO POCTa, YOyHIcHHe MPOIpayHOCTH | COKpallletHe
KOPPYIUME B IOV TEPC TRCHEOM CORTOp o PyUICRES PRIBHTHA 9acTHOTO cerTopd. s
OUEHKH A0CTHRCHAT B vrus Hanpasicnni Keprenckas PecuyGinea HaMepesanack Yy miTh
MOKATATEAN  PAIBHTHA NPHHATEN B A IYHAPOAWEX  ACCIeloBadnsy, Tacwx wkax Doing
Business, PEFA. International Corruption Transparency.

PenesanTHOU TS NpeaBapHTEIbHbIY NERCTBHH

Munncreperso dunadeos npeseng colereesuslil chop AHQGopManrn § GaHHED IO
weraTopay pesyabraror QLIRS Fon pisopmanps v 2aneee B OCROBHOM COBMATAIOT ©
pHpopMaEiHeld 1 @HELME nprecacisMy B otalapue | Tlpeasapirensiee eHCTEHA H
HHAMKATOPRE Peay iRTE b B apoekte e ra ¢ #ebos b oM H TSP R,
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B pasrene «B. Jlocvwwmenwe  ueaein  (npesiHBHOCTRY  CTaTYC  OHCHEH
aHEY I0BALTEOPHIC LRGN HIMEHITE B CraTVE o ¥ MUPCHHO VOB TBODITEIE HOb,

o kosmonensy L Makpoghickaasine ocneat pecma. Cmampe oHe aoernrnyos
wantenner e i cranve o locrin ny o sacinsinos,

Hpeosapumeasioe  delemee Nelo wllpovumessemer Kupemsewot Peenmyfausu
NempaEIRen @ ozopry Kenel Ronpaeky, aHoCsuie & bodicemunil kodere credvionee;

= HEeCE Gl emH e F LT, NEAITOI N VR L LT iﬂé.‘l’&'-ﬂ'l’-‘!‘n’ HORGIGMERR N0
chenazy,  ENRRELINERITNGIN YUTCWR N RUNEIMETEN e PoR i t}-:‘{,buljrf-'?‘m. EEREE e P
_'I.-'l'.'P‘FTI'.Fi:' H'HIH'GE:I' I'Ilr.iﬁl'."h'n; Ldbd I RO MNT 1

= MEAVUHEMEA & LTINTTRN |'l|'I5 RO ORI O LD O, R .'|.|I'.|l!-.|':C,I'.9iI JCERL Mor
MO TR Ve che i demianme s pactodos [pesimensemean Koynmemonm ne
frodacenty ¥ unancan Hapiawenns s Secenus commeemomeynigux nonpasox K Jakoxy o
pechyGauRacy oy S eente CNETNcHG DEE BORTRONEMET LR HemPasioll omnocumensng
BEAMYIHE e DROMCCTIG B0 THOCTIRK COOMEEIMCMENEENTR REEWempas GdXemuosge
HIE L 1 o

B nactosinee Bpems  Ha pacesorpende Aoropry Kenema Keiprescroi PecnyBnuey
BHECSH NMPOERT BILGRETHOIG KOMGECH. B PAMEAS BUTOROID IPEIYCMOTPeH YTOUHEHHE NCHATHA
pedeumrampedmrunra  Greamera Ges yuers OPHUHLIBHEN  TpadcQepron W1 BHEMIHKX
HCTORHMEOR {Fpariel). JJaHHan HOPMEa HOSBOIHT OTPOITE PEANBHBIE BUSMUSHOCTH DIOKETa Ha
MOKPRITHE CODCTREHHBIN PACKOALE D3 IPHAICHCHHA BHCLIHAY pegy pon,

Hpedsaprmernroe dedomane N2, ellpasumeincmen Knpeascreh PeenyOauee wroaem
HPWEGT 0 COCHTOE TR NN REPOERML PRI RN S B RITECENRI ROHPaEar &
pechyiianmar it Grihic et pomaic sl mpelosane packpateamn mepofinee
promnare o Bepedave. Pesiane ot 8 pecmemy L i specumos dia T e
FloRermetpod seemueie & Sguon o PecRViinkaiickol! G beeme. i RPecocmag e mmane
HGopaay e i iooseemmt soeaane o 2008 coor

Paciopmmennes [pasnrensersa Kupresckoid Pecny@mmcn ot 31 aasapa 2009 roaa
NeS-p mpeayveMolpeHsn CpoRH NoAroToRER npoekTa Ocnosiex Hanpasiesuil PpHekaasHoR
motTHEn  Keipreccwoi Peeny@nusn va 2020-2022 rofel o npoexTa 3akcHa Keproscrof
Pecnyfanxn «0 pecnydnmkanczom Gwomwere Kwprersckod Pecnyinnen va 2020 roa ®
mporHose wa 202 1-2022 roihe,

B coorsercramn co crateeil 71 Jaxods Keiprooekoil Pecny@amen o0 PernamenTe
Foropry Kenenia Keipreckoii Peenyvimmgns  npodantaeil komuter Horopry  Kenema
Kwpramekoil PeenyBiven nposoauT  DapiaMeHTeRe  COyIIaHHE o NPoekTy  J3k0Ha O
pecnyfankanekow GrlHeTe,

Hpeasapureasnoe aeitersme Nl odlwropry Kevew Kuipreoewroii PecnyOanem
npuEmsaer  nonpasin K Hajotoposy  geloekey,  OpeiyesscipHBARIINE  I0BRILCHIE
faioBpx  cTaBoK  awmisHore  chopa wa ralisneie niaears wa 16T nponenra, a
Mpaswreaserse Keipretesoin Feenyiamsm pasmsiaer noevanas eHme o 10 s enmm
CTABK AKIHE0E HA D010 BIY 0 Py Ko Ha 25 i poiein ok,

Fakorom Kepreisekof PeenyGousn or 28042007 rong Ne 63 o) sreccHun HaMeHEHRR
B Hanoropstfi koaeke Keiprersckofi PecinyGorEns YCTAHUBNEHB! CTABKW UKUMI3 HE CHTApPeTE C
faasTpos W G¢y HARTpA o nepHo 2018-2022 roja, KpoMe TOTO  NOCTAROBIEHHCM
Hpssarensers Keiprersexoll PecnyBunsn o1 20 aesalps 2009 roga Ne 711 @0 aHecennd
HaMeHeHHE B HekoTopbie peinenns |lpasmreanciss Kuprsiseroi PeenyGnngms  yeemngers
CTABKH  HA  WIKOTWILHYKY  POIIVKIHEY,  DPOWSEOIAMMYED  HE  TeppuTopil  Kepremscrof
Pecny@anen v srosnsyie Ha Teppitopiie Keiprasscioil PecoyGanen, andidepeiunpobato ¢ |
ArBaps 2020 roaa womo 3 aesabpa 2023 reaa,

[MocTyrnenke no agursHoMy naaory & 2008 raay coctamnno <10 296 332.7 mwe.comon, B
2009 rogy cocrapne - 9944 9633 e coMoR,

Mo komnonenmy 1 Hpoipaurocws o Bopedn ¢ Keppyngiei 6 2ocpoapomeen om
cexmaope, Chtammipe oble Jocomrmy tos scnn s HE cranyve a le iy 1o Sae T,
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o Hpeosapumetsisiy detcmeuny M3 olIposumetscmes Kopenacioi Pecryiinu
npuxaon Munuemepemea gunarcos, npucemyngem k& nepecwompy Hosoxcenun o nopadke
pﬂ'ﬁ.r}r]'rr-;r HETOELCINON Ve e O ESHON ROMBCCINE N IRCCAINRE N o e 1A
NOGRIETT OOLERHEHOCME, APOIHRGCRTI 1 YCMOGHUEOCIMI PUCCHOMPERUR Xralod » u MNe
allpaswme tnemiso Kppee sered Pecnyoinnn. apusaow Musitecmepemean (ilHancos, PUHEMLEN
CITGTHOGPIIYHG ROFRVICH VY ury eimeryiae O 3UEVROK TERAPCMEEHARX cpedeme. d marie
R  MpoeKmMpOsIRIE,  MOCROSKE 3 ORI yomaiogor T ofopirdonaina o etk
PONROHMIRTUPOGWNE  FOKPARLE, HUPRGY O ROGLIEIHey el iEHOCMYE Pacrodasaiilr
opedeme, i

Pedopuet B CCRTOPS MOCY TAPCTREHHBIY KYIOE BeayTes ¢ 2015 1oa 0 NpoaomEaiTes
JI0 HACTORIIETY BRCMOHH.

JISH TR MCARHG, B NOGIGIHHE T3 B ORIEOH 0 TOCYIAPCTECHABIN 3V TIKAY ARTHBHO
BHOCHARCE  JOIRGIHCHHA W WisehcHrd,  Muorue s HEx ObOR HAUPARICHE  HA
COBEPLIEHCTBOBAHME MAKOHOAATCILUTBA. ONTHMHIAUHID HPOLEIYP SAKYIOK HIN YCTpaseHuHe
OTASNLHBIY HeDOCTATROR. (MIHAKO, CIOEHD CEA3aTh, 9T0 RO MONPABKH B 3AROHOAATCILCTED
HOCHIH TOnomHTenstall xapakrep. Hekomopee W3 HHX SBIAKOTCH ZOCTHTOMHO CHOPHEME W
MOTYT OPHBECTH K YXYIIIGHHES  KasecTsa  samylok.  Yuwtemas 7o, [lenaprament
MOCYJAPCTEEHHBIX SakVIoK  Hadan palioTy [0 IPORSISH I QHATHIA JeHcTEYIUENT J2K0Ha ©
MOCYIAPCTREHHBIY BAKYIKAN © W0 TPHEBEICHHT §M0 K MENJIYNAPOOHEM CTAHOARTaM H
WA T K MCCTHEIM YCOHHRM,

Cllgayer OTMSTHTH, ST0 B HACTOHMeS  BPCMA Bey FOCYIapCTRCHERS FARYTIKH
DEYHIECTE/IARITCR HCKTHOMHIILHD B SCRTROHHOM pMare, HauHHLE OT 3TAN: TIARHPOBAHAR
TAKYIOK 00 BAKIOYEHHH  J0PF0BORa, UTO0 NOIRGIHNG NOBRICHTE  MPOIpatHOCTE  Tpoleccd
FOCYAAPCTRCHHBI TOKYHOK M COULETL PUBKHKIE YCI0BAN KOHEYPCHUHH CPeid MOCTABINAKOR
(O PA IS HEOE ).

Fla oktadps 2021 rosa ma BelG-noproe rocy TaporBch iR SIKEY 0K 3aperHCTRHPOBaHO
20 928 nocTAaBWIMKOS  (noapaadikos] @3 228 suvimiomms  oprandsaunii,. Beenpen
sexTpmiiefl garaaor o PARNIOOC goroperil nossoan NoSsCHTE TIPOSPAsHGCTRE TPONETY R
SARYTIOK CTAHAAPTH M POBIHE IS TUBAPOH, [A0HT H YLV,

Mo kosnonesmy [ Konsppenmoecnocofnocmy  aacwifiose  cermapa.  Cmamiye
N,JU{"I'HI'II}"TU CRACTHE R HSMUHATE Hg CTATYE "i",rllll."l H1HY T,

Mo Npeosapumensinny detiomes N allpusumetscmoe Kepensonoi Pecnybauny
RPUHIHEERT HOCHIARORTERIE.  VCMGNGE Igaionee Wecmsul cpok 013 T e R WLTHRAR RO
pazgepmpiaaite & 2009 so0y pafomu no nepecave Coguatsusiy dondem locyddpemeeniod
warOAOGol ciymie fJﬂJ}-”H”“H AR LI TN LR G IHOUTR MO CONPOIRR O CRNINOSAH L.

B npensx obecnededHs KEaUCCTREHHOTG HCHGIHEHAS OPraHaMH Hajoeroeod C.—'I_\_l':'l{ﬁhl
[l]}']lh’l.'l,lrlﬂ T AMMHHACTPHPOBAHHIG CTPAXOBRIN RIHOCOR Mo TOCYIAPC TRSHHOM Y CONHATBHOMY
CTRAROBAHFKD TIPHHATG  LOCTAHORICHHS ] lparn rennerra KPP «l} AneceHWs wiMeHeHER B
HekOTOphle pelerus [Tpaskreanctra Keiprusekodl PeenyGaukns or 01072019 roga N335,
COFMACHD KOTOPOMY  HPE0yCMarpHeacUS YBLIHMCHHE HITATHOR YHCIEHHOCTH  HNeHTRANEHOTR
ANTEAPATA W TEPPHIOPHAALNLD yipaaenni [T i 290 cunm,

B menos, MHEHCTCPCTRG  (IHHEHCUR cormacHo ¢ oleHkof OTuera  KacameiHo
PEICBAHTHUCTH IPEBAPHTEABHBIE JASHCTRHA M CUHTAST. YT DONRIUHHCTRO TPeIBAPHTEIBHEX
neferrril OTTTIP wwenn npumyio casan ¢ oeasyn pazeiras OTITE,
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Unofficial translation

Comments on the Implementation Completion and Results Report for the SDR 8.3 million
Development Policy Loan and SDR 8.3 million Development Policy Grant to the Kyrgyz Republic for the
Economic Governance Development Policy Operation

The Ministry of Finance appreciates the opportunity to provide comments on the draft Implementation
Completion and Results Report of the Economic Governance Development Policy Operation (EGDPO). The
EGDPO was prepared in 2018 and implemented in 2019-20.

The objectives of the Economic Governance DPO were to support the Government of the Kyrgyz Republic
in:

1. Strengthening the macro-fiscal foundations for growth through reforms aimed at improving fiscal
discipline and transparency, along with increasing revenue mobilization;

2. Increasing transparency and strengthening the fight against corruption in the public sector through
measures to improve public sector integrity-including in public procurement; and

3. Improving the competitiveness of the private sector through measures to facilitate trade, improve the
business environment and increase digital connectivity.

Overall, the Report presented a detailed assessment of implementation, achievement of the program
development objectives of the Development Policy Operation in the field of Economic Governance, as well
as implementation of the reforms presented in the Program as prior actions.

The Ministry of Finance generally agrees with the description of the context at the preparation stage of
the DPO. The objectives set for the DPO were consistent with the strategic development goals of the Kyrgyz
Republic, which were outlined in the programs of the KR Government "40 Steps", "Taza Koom" and the
Government's program for 2019. The preparation of the DPO also benefited from analytical reports and
technical mission reports related to improving macro-fiscal management, strengthening public sector
management and enhancing private sector competitiveness.

The preparation of the FPSA took place during a period of economic recovery from the global shocks
caused by falling commodity prices. During this period, the Kyrgyz Republic was able to maintain positive
economic growth rates by pursuing appropriate fiscal and monetary policies. However, as a result of the
impact of external shocks, the budget deficit and the level of public debt increased. In this regard, the
reforms supported by the DPO were aimed at strengthening the macro-fiscal framework for sustainable
growth, improving transparency and reducing corruption in the public sector, and supporting private
sector development. To assess achievements in these areas, the Kyrgyz Republic intended to improve
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development indicators adopted in international surveys such as Doing Business, PEFA, and International
Corruption Transparency.

Relevance of preliminary actions

The Ministry of Finance has conducted its own collection of information and data on the indicators of the
results of the DPO. This information and data mostly coincide with the information and data given in Table
1: Prior Actions and Outcome Indicators of the draft Report with minor comments.

Under "B. Goal Achievement (Effectiveness)" change the rating status from "Unsatisfactory" to
"Moderately Satisfactory."

On Pillar I: Macro-fiscal foundations for Growth. Change the "Not Achieved" status to "Partially Achieved".

Preliminary Action #1: "The Government of the Kyrgyz Republic submits to the Jogorku Kenesh
amendments to the Budget Code as follows:

- Introduce a budget rule that establishes a debt target supplemented by an operating deficit target to
ensure sustainable fiscal policy; and

- amend Article 115 to state that any request for prior approval of additional government expenditures by
the Budget and Finance Committee of Parliament without appropriate amendments to the Republican
Budget Act must be exclusively neutral on the size of the budget deficit and fully consistent with the
parameters of the budget rule."

Currently, a draft of the Budget Code, which provides for clarification of the concept of budget
deficit/surplus without taking into account official transfers from external sources (grants), has been
submitted to Jogorku Kenesh of the Kyrgyz Republic for consideration. This norm will reflect the real
possibilities of the budget to cover its own expenditures without attracting external resources.

Prior Action #2: "The Government of the Kyrgyz Republic shall issue an order on drafting the republican
budget and amendments to the republican budget, establishing the requirement to disclose detailed
information on the transfer, refinancing and restructuring of loans for SOEs in the Explanatory Note to the
Law on the Republican Budget, and provide such information in the budget request in 2018."

Order of the Government of the Kyrgyz Republic of January 31, 2019 Ne 9-r provides for the terms of
preparation of the draft Basic Fiscal Policy of the Kyrgyz Republic for 2020-2022 and the draft Law of the
Kyrgyz Republic "On the Republican Budget of the Kyrgyz Republic for 2020 and the forecast for 2021-
2022".

In accordance with Article 71 of the Law of the Kyrgyz Republic "On the Rules of Procedure of the Jogorku
Kenesh of the Kyrgyz Republic" the specialized committee of the Jogorku Kenesh of the Kyrgyz Republic
shall hold parliamentary hearings on the draft law on the national budget.
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Prior action #3: "The Jogorku Kenesh of the Kyrgyz Republic adopts amendments to the Tax Code to
increase the basic excise duty rates on tobacco products by 16.7 percent, and the Government of the
Kyrgyz Republic adopts a resolution to increase the excise duty rates on alcohol products by 25 percent."

The Law of the Kyrgyz Republic of 28.04.2017 No. 65 "On Amendments to the Tax Code of the Kyrgyz
Republic" established excise duty rates for cigarettes with filter and without filter for the period 2018-
2022, in addition, the Government of the Kyrgyz Republic of December 26,2019 No. 711 "On amendments
to some decisions of the Kyrgyz Government" increased rates for alcohol products produced in the Kyrgyz
Republic and imported into the Kyrgyz Republic, differentiated from January 1, 2020 and until December
31

Excise tax proceeds in 2018 amounted to -10,296,332.7 thousand soms, in 2019 amounted to - 9,944,963.3
thousand soms.

On Pillar II: Transparency and combating corruption in the public sector. To change "Not Achieved" status
to "Partially Achieved".

On Prior Actions #5: "The Government of the Kyrgyz Republic, by order of the Ministry of Finance, shall
initiate the revision of the Regulations on the Procedure of the Independent Interagency Commission for
Review of Complaints in order to improve objectivity, transparency and sustainability of complaints." and
#6: "Government of the Kyrgyz Republic, by order of the Ministry of Finance, shall adopt standard tender
documents for procurement of drugs, as well as for design, supply and installation of facilities and
equipment in order to rationalize

Reforms in the public procurement sector have been underway since 2015 and continue to the present.

Indeed, in recent years, there have been active additions and amendments to the law on public
procurement. Many of them were aimed at improving the legislation, optimizing procurement procedures
or eliminating certain shortcomings. However, it is difficult to say that all amendments to the legislation
were positive. Some of them are quite controversial and may lead to the deterioration of the quality of
procurement. Taking this into account, the Department of Public Procurement began to work on the
analysis of the current law on public procurement in order to bring it to international standards and adapt
it to local conditions.

It should be noted that at present all public procurements are made exclusively in electronic format, from
the stage of planning procurement to contract conclusion, which has increased the transparency of the
public procurement process and created a level playing field for competition among suppliers
(contractors).

As of October 2021, 29,928 suppliers (contractors) and 4,228 procuring entities were registered on the
Public Procurement Web Portal. The electronic catalog "TANDOO" was introduced, which increased the
transparency of procurement procedures for standardized goods, works and services.
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On Pillar lll: Competitiveness of the private sector. To change the status "Partially Achieved" to
"Achieved".

On Prior Action #8: "The Government of the Kyrgyz Republic adopts a resolution setting a tight deadline
for nationwide roll-out in 2019 for the Social Fund to transfer to the State Tax Service the function of
administering social insurance contributions".

In order to ensure qualitative performance of functions of administration of state social insurance
premiums by tax authorities, the Decree of the Government of the Kyrgyz Republic "On amendments to
some decisions of the Government of the Kyrgyz Republic" from 01.07.2019 Ne335, which provides for an
increase in the staff number of the central office and territorial departments of STS by 290 units.

In general, the Ministry of Finance agrees with the assessment of the Report regarding the relevance of
the preliminary actions and considers that most of the prior actions of the EGDPO had a direct link with
the development objectives of the EGDPO.
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ANNEX 4. SUPPORTING DOCUMENTS

1. Sustainable Development Strategy of the Kyrgyz Republic 2018-40

2. Kyrgyz Republic Government’s Medium-Term Plan Unity, Trust, Creation (2018-2022)

3. Kyrgyz Republic FY14-17 Country Partnership Strategy

4. Kyrgyz Republic FY19-22 Country Partnership Framework

5. Kyrgyz Republic Public Expenditure Review Reports, 2014

6. Kyrgyz Republic Public Expenditure and Financial Accountability Performance Assessment Report (PEFA), 2021
7. World Bank, Macro-Poverty Outlook, Kyrgyz Republic, October 2018

8. World Bank, Macro-Poverty Outlook, Kyrgyz Republic, October 2019

9. World Bank, Macro-Poverty Outlook, Kyrgyz Republic, October 2020

10. Kyrgyz Republic: Fourth and Fifth Reviews under the Three-Year Arrangements under the Extended Credit Facility,
and Request for Modification of Performance Criteria-Press Release; Staff Report, February 2018

11. Kyrgyz Republic: 2019 Article IV Consultation-Press Release; and Staff Report; July 2019

12. World Bank, Doing Business Report, 2020
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