Public Disclosure Authorized

Public Disclosure Authorized

OFFICIAL
DOCUMENTS

CREDIT NUMBER 6218-KG
GRANT NUMBER D293-KG

Financing Agreement

(Economic Governance Development Policy Financing)
between
KYRGYZ REPUBLIC
and

INTERNATIONAL DEVELOPMENT ASSOCIATION




CREDIT NUMBER 6218-KG
GRANT NUMBER D293-KG

FINANCING AGREEMENT

AGREEMENT dated as of the Signature Date between KYRGYZ REPUBLIC
(“Recipient”) and  INTERNATIONAL  DEVELOPMENT  ASSOCIATION
(“Association™) for the purpose of providing financing in support of the Program (as
defined in the Appendix to this Agreement). The Association has decided to provide this
financing on the basis, inter alia, of: (i) the actions which the Recipient has already taken
under the Program and which are described in Section [.A of Schedule 1 to this Agreement;
and (ii) the Recipient’s maintenance of an adequate macroeconomic policy framework.
The Recipient and the Association therefore hereby agree as follows:

ARTICLE I — GENERAL CONDITIONS; DEFINITIONS

1.01.  The General Conditions (as defined in the Appendix to this Agreement) apply to
and form part of this Agreement.

1.02.  Unless the context requires otherwise, the capitalized terms used in this Agreement
have the meanings ascribed to them in the General Conditions or in the Appendix
to this Agreement.

ARTICLE II — FINANCING

2.01.  The Association agrees to extend to the Recipient a grant and a credit, both deemed
by the Association to be on concessional terms, as set forth or referred to in this
Agreement (collectively, “Financing”) in the following amounts:

(a) an amount equivalent to eight million three hundred thousand Special
Drawing Rights (SDR 8,300,000) (“Grant”); and

(b) an amount equivalent to eight million three hundred thousand Special
Drawing Rights (SDR 8,300,000) (“Credit™).

2.02. The Maximum Commitment Charge Rate is one-half of one percent (1/2 of 1%)
per annum on the Unwithdrawn Financing Balance.

2.03. The Service Charge is three-fourths of one percent (3/4 of 1%) per annum on the
Withdrawn Credit Balance.
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The Payment Dates are May 15 and November 15 in each year.

The principal amount of the Credit shall be repaid in accordance with the
repayment schedule set forth in Schedule 2 to this Agreement.

The Payment Currency is Dollar.

Without limitation upon the provisions of Section 5.05 of the General Conditions,
the Recipient shall promptly furnish to the Association such information relating
to the provisions of this Article II as the Association may, from time to time,
reasonably request.

ARTICLE HI — PROGRAM

The Recipient declares its commitment to the Program and its implementation. To
this end, and further to Section 5.05 of the General Conditions:

(a) the Recipient and the Association shall from time to time, at the request of
either party, exchange views on the Recipient’s macroeconomic policy
framework and the progress achieved in carrying out the Program;

(b) prior to each such exchange of views, the Recipient shall furnish to the
Association for its review and comment a report on the progress achieved
in carrying out the Program, in such detail as the Association shall
reasonably request; and

©) without limitation upon the provisions of paragraphs (a) and (b) of this
Section, the Recipient shall promptly inform the Association of any
situation that would have the effect of materially reversing the objectives
of the Program or any action taken under the Program including any action
specified in Section [ of Schedule 1 to this Agreement.

ARTICLE IV — REMEDIES OF THE ASSOCIATION

The Additional Event of Suspension consists of the following, namely that a
situation has arisen which shall make it improbable that the Program, or a
significant part of it, will be carried out.

The Additional Event of Acceleration consists of the following, namely that the
event specified in Section 4.01 of this Agreement occurs and is continuing for a
period of sixty (60) days after notice of the event has been given by the Association
to the Recipient.
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ARTICLE V — EFFECTIVENESS; TERMINATION

The Additional Condition of Effectiveness consists of the following, namely that
the Association is satisfied with the progress achieved by the Recipient in carrying
out the Program and with the adequacy of the Recipient’s macroeconomic policy
framework.

The Effectiveness Deadline is the date sixty (60) days after the Signature Date.
ARTICLE VI — REPRESENTATIVE; ADDRESSES

The Recipient’s Representative is its Minister of Finance.

For purposes of Section 11.01 of the General Conditions: (a) the Recipient’s
address is:

Ministry of Finance
58 Erkindik Blvd.
Bishkek City, 720040
Kyrgyz Republic; and

(b) the Recipient’s Electronic Address is:

Telex: Facsimile:
245-156 NUR KH (996-312) 661645

For purposes of Section 11.01 of the General Conditions: (a) The Association’s
address is:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America; and

(b) the Association’s Electronic Address is:

Telex: Facsimile:

248423 (MCI) 1-202-477-6391



AGREED as of the Signature Date.

KYRGYZ REPUBLIC

By

Wby

Adfthorized Representative

Name: jé[}f%d'/ /QQMMZPW
Title: /{,UWS’YIQ/ @#IW&M,&
Date: /UWU‘&M “(,QO(&

INTERNATIONAL DEVELOPMENT ASSOCIATION

Z

7 Authorized Representative

Name: ﬂé/éﬂ/’/”// 875//—'747/1ﬂ//4
Title: %74’/;/ ﬁ/m///y /774/7{%&%
Date: /7//’//77}{/ /Y, %{7/%

By




SCHEDULE 1

Program Actions; Availability of Financing Proceeds

Section 1. Actions under the Program
A, Actions Taken Under the Program. The actions taken by the Recipient under

the Program include the following:

Pillar I: Macro-fiscal foundations for growth

1. The Recipient, through Government Resolution No. 171 dated March 30, 2018
on “Draft Law on amendments to the Budget Code of the Kyrgyz Republic”
has approved and submitted to its Parliament amendments to the Budget Code
to:

(a) 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

(b) 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.

2. The Recipient 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, through the Government Resolution No. 723, dated November 1,
2017 on “Adopting Order regarding the drafting of the Republican Budget
Law and introducing amendments to the Republican Budget Law”.

3. (a) The Recipient has enacted Law No. 65, dated April 28, 2017, amending the
Tax Code to increase the basic excise rates on tobacco by 16.7 percent; and (b)
the Recipient has adopted Government Resolution No. 109, dated February
17, 2017, increasing the excise rates on alcohol by 25 percent.

Pillar II: Transparency and anti-corruption in the public sector
4. The Recipient has enacted Law No. 206(11) on Law on Conflict of Interest,

dated December 12, 2017, to define conflicts of interest, and to provide
mechanisms for their prevention and sanctions.
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The Recipient, through MOF, has adopted Order No. 140-I1, dated October
11, 2017, 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.

The Recipient, through MOF, has adopted Standard Bidding Documents for
pharmaceuticals and other medical products, as well as for design, supply and
installation of plant and equipment, to streamline procurement, while
enhancing value for money, as evidenced by MOF’s Order No. 141-IT dated
October 11, 2017.

Pillar III: Private sector competitiveness

7.

10.

The Recipient, through Government Resolution No. 695 dated October 23,
2017, 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.

The Recipient, through Government Resolution No. 523-p, dated November
14, 2017, has established a deadline for the nation-wide roll out of the transfer
of social insurance payments administration from the Recipient’s Social Fund
to the Recipient’s State Tax Service in 2019.

The Recipient has: (a) enacted “Law on Introducing Amendments to Some
Legislative Acts” No.75 dated May 4, 2017 amending 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, pursuant to Recipient’s Decree No. 2 dated
July 7, 2017.

The Recipient has established key governance foundations for the
development of the digital economy and e-service delivery by the enactment
of (i) Law No. 127, dated July 19, 2017, on “Electronic Management”; (ii)
Law No. 128, dated July 19, 2017, on “Electronic Signature”; (iii) Law No.
129, dated July 20, 2017, on “Amendments to the Law on Personal
Information”; and (iv) Law No. 130, dated July 20, 2017, on “Amendments to
the Law on State and Municipal Services and to the Law on Access to
Information Held by the State Bodies and Local Self-Government Bodies”.
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Section II. Availability of Financing Proceeds

A.

General. The Recipient may withdraw the proceeds of the Financing in
accordance with the provisions of this Section and such additional instructions as
the Association may specify by notice to the Recipient.

Allocation of Financing Amounts. The Financing is allocated in a single
withdrawal tranche, from which the Recipient may make withdrawals of the
Financing proceeds. The allocation of the amounts of the Financing to this end is
set out in the table below:

Allocations Amount of the Grant Amount of the Credit
Allocated Allocated
(expressed in SDR) (expressed in SDR)

Single 8,300,000 8,300,000

Withdrawal

Tranche

TOTAL 8,300,000 8,300,000

AMOUNT

Withdrawal Tranche Release Conditions.

1. No withdrawal shall be made of the Single Withdrawal Tranche unless the
Association is satisfied: (a) with the Program being carried out by the
Recipient; and (b) with the adequacy of the Recipient’s macroeconomic
policy framework.

Deposit of Financing Amounts.
Notwithstanding the provisions of Section 2.03 of the General Conditions:

(a) all withdrawals from the Financing Account shall be deposited by the
Association into an account in US Dollars (Foreign Currency Deposit
Account) designated by the Recipient and acceptable to the Association;
and

b) the Recipient shall ensure that, upon each deposit of an amount of the
Financing into the Foreign Currency Deposit Account, an equivalent
amounted is converted and accounted for in the Recipient’s budget
management system, in a manner acceptable to the Association.

The Recipient, within thirty (30) days after the withdrawal of the Financing from
the Financing Account, shall report to the Association: (a) the exact sum received
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into the Foreign Currency Deposit Account; (b) the details of the account to which
the Kyrgyz Som equivalent of the Financing proceeds will be credited; (c) the
record that an equivalent amount has been accounted for in the Recipient’s budget
management systems; and (d) the statement of receipts and disbursement of the
Foreign Currency Deposit Account.

Audit. Upon the Association’s request, the Recipient shall:

1.

have the Foreign Currency Deposit Account audited by independent
auditors acceptable to the Association, in accordance with consistently
applied auditing standards acceptable to the Association;

furnish to the Association as soon as available, but in any case, not later
than six (6) months after the date of the Association’s request for such
audit, a certified copy of the report of such audit, of such scope and in such
detail as the Association shall reasonably request, and make such report
publicly available in a timely fashion and in a manner acceptable to the
Association; and

furnish to the Association such other information concerning the Foreign
Currency Deposit Account and their audit as the Association shall
reasonably request.

Closing Date. The Closing Date is December 31, 2019.
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SCHEDULE 2
Repayment Schedule
Principal Amount of the
Date Payment Due Credit repayable
(expressed as a
percentage)*

On each May 15 and November 15, commencing 1.5625%
November 15, 2024 to and including May 15, 2056

* The percentages represent the percentage of the principal amount of the Credit to be
repaid, except as the Association may otherwise specify pursuant to Section 3.05 (b) of the
General Conditions.
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APPENDIX
Definitions

“Basis Adjustment to the Service Charge” means the Association’s standard basis
adjustment to the Service Charge for credits in the currency of denomination of the
Credit, in effect at 12:01 a.m. Washington, D.C. time, on the date on which the
Credit is approved by the Executive Directors of the Association and expressed
either as a positive or negative percentage per annum.

“Budget Code” means the Recipient’s budget code approved through Law “On
Introducing the Budget Code of the Kyrgyz Republic” No. 60 dated May 16, 2016.

“Foreign Currency Deposit Account” means the account referred to in Part D.1(a)
of Section Il of Schedule 1 to this Agreement.

“FY” means the calendar year.

“General Conditions” means the “International Development Association General
Conditions for IDA Financing, Development Policy Financing”, dated July 14,
2017.

“Government” means the Recipient’s Government, or any successor thereto.
“Kyrgyz Som” means the Recipient’s local currency.
“MOF” means the Recipient’s Ministry of Finance, or any of its successor thereto.

“Parliament” means the Recipient’s Parliament (Jogorku Kenesh), or any successor
thereto.

“Program” means: the program of objectives, policies, and actions set forth or
referred to in the letter dated August 15, 2018 from the Recipient to the Association
declaring the Recipient’s commitment to the execution of the Program, and
requesting assistance from the Association in support of the Program during its
execution and comprising actions taken, including those set forth in Section I of
Schedule 1 to this Agreement, and actions to be taken consistent with the
program’s objectives.

“Republican Budget” means the Recipient’s yearly national budget as approved
through the Republican Budget Law.

“Republican Budget Law” means the Recipient’s law on the national budget
approved every FY.
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“Signature Date” means the later of the two dates on which the Recipient and the
Association signed this Agreement and such definition applies to all references to
“the date of the Financing Agreement” in the General Conditions.

“Single Withdrawal Tranche” means the amount of the Financing allocated to the
category entitled “Single Withdrawal Tranche” in the table set forth in Part B of
Section II of Schedule 1 to this Agreement.

“Standard Bidding Documents” means the standard bidding documents for
pharmaceutical and for design, supply and installation of plant and equipment
approved through the MOF’s Order No. 141- T dated October 11, 2017, namely a
package of documents, including any modifications therein, provided by procuring
entity to a supplier (contractor) for the preparation of a bid, containing the
conditions and procedure of bidding, and terms and conditions for the future
contract.

“State Committee of Information Technologies and Communications” means the
Recipient’s committee established pursuant to Recipient’s Resolution No. 373,
dated July 4, 2016, as amended, or any of its successors thereto.

“Tax Code” means the Recipient’s tax code approved through the Recipient’s Law
No. 230 dated October 17, 2008 and declared effective through the Recipient’s
Law No. 231 dated October 17, 2008.



