
Naryn Rural Water Supply and Sanitation Development Program (RRP KGZ 52256) 

PROGRAM FIDUCIARY SYSTEMS ASSESSMENT 
 
A. Information Sources 
 
1. The Government of the Kyrgyz Republic in 2016 adopted the national Strategy for 
Development of Water Supply and Sewerage Systems in Settlements (SDWSSSS) program, 
which aims to achieve universal coverage of sustainable water services in urban and rural areas.1 
The program is being implemented across the Kyrgyz Republic with support from donors and 
development partners. The Asian Development Bank (ADB) plans to support the government in 
the implementation of the strategy through the Naryn Rural Water Supply and Sanitation 
Development Program, which will focus on establishing water and sanitation systems in selected 
villages in Naryn province. 
 
2. The proposed program will use the results-based lending (RBL) modality and thus apply 
existing systems for financial management, procurement, and anticorruption. This fiduciary 
systems assessment has been conducted in accordance with ADB guidances on RBL and aims 
to determine the extent to which the existing systems, as applied by the Community Development 
and Investment Agency (ARIS) in its role as implementing agency, will be able to manage fiduciary 
risks and provide reasonable assurance that RBL program funds will be used for the intended 
purposes and with due consideration for economy and efficiency. This assessment was 
undertaken from January to March 2019, and included document reviews as well as interviews 
with counterparts and stakeholders, and post-review follow-up.2 Findings and recommendations 
have been discussed with the implementing agency. 
 
B. Financial Management System 
 

1. Government Ministries and Agencies 
 
3. Budget preparation. The government’s annual budget process is well functioning and 
has entity-level ceilings agreed between the executive branch and Parliament. Transparency and 
public participation in the budget process are high. However, the multiyear perspective in planning 
and budgeting is weak, as fiscal projections in the medium-term budget framework change from 
year to year and are inconsistent with the subsector program costing. Also, investment budgets 
are divided between funding sources (domestic revenues and external financial support), and 
linkages between capital budgets and forward expenditure estimates are weak. 
 
4. Treasury system. The automated treasury system registers all expenditure and revenue 
transactions, and prevents payments not provided for in the budget as well as for budgetary 
obligations to exceed appropriations. It also helps to promote budget predictability and execution 
through better monitoring and improved cash planning. The treasury single account system is 
linked to the interbank payment system and covers all regional treasuries. 
 
5. Accounting. The treasury system enables collection and reporting of reliable data on 
resources received by service delivery units. Also, accounts are reconciled on a regular and timely 
basis, but no system is in place to track payment arrears. Simplified national accounting standards 
for the public sector have been developed based on international standards, but will require 

                                                           
1  Government of the Kyrgyz Republic. 2016. Strategy for Development of Water Supply and Sewerage Systems in 

Settlements of the Kyrgyz Republic until 2026. Bishkek 
2   ADB. 2018. Technical Assistance to the Kyrgyz Republic for Preparing the Naryn Rural Water Supply and Sanitation 

Development Program. Manila. 
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substantial resources to implement. A basic accounting system is in place, but not yet an 
integrated financial management information system. 
 
6. Internal control. The treasury system ensures that payments are budgeted and that funds 
are available before payments can be made. The effectiveness of internal controls for non-salary 
expenditure has improved over time, but compliance with rules and regulations remains 
somewhat weak. Payroll controls are very weak because of the manual and decentralized setup, 
but also since personnel records and payroll data are not reconciled. 
 
7. Internal audit. The internal audit function is being developed, including with capacity 
building for staff, and internal audit units (IAUs) are set up in all major entities, but awareness of 
the internal audit function remains low. The Ministry of Finance (MOF) has a central unit 
responsible for developing internal audit methodologies. An independent Internal Audit Council is 
an advisory body that oversees the development of internal audit and improvements in the internal 
audit framework. The council includes a private audit firm representative. Internal audit guidelines 
are in place, which are based on international standards. The MOF prepares a report on internal 
audit for the government annually. 
 
8. Financial reporting. The MOF prepare in-year budget reports on time, but lack 
commitment data. The Treasury’s annual financial statements provide comprehensive information 
of revenues, expenditures, financial assets and liabilities, and nonfinancial assets. Annual 
financial statements include all required information and are prepared on a timely basis. Two 
reports generated from the treasury system together provide a full revenue and expenditure 
overview of budget entities, including service delivery units. 
 
9. External audit. Compliance audits undertaken by the Chamber of Accounts (COA) cover 
about four-fifths of government entities each year. Other types of audit are limited. Financial and 
compliance audit methodologies are developed based on international standards, but the COA is 
still in an early phase of development and does not in practice consistently follow international 
standards. However, the annual audit report on budget execution is submitted to Parliament on a 
timely basis, and there is evidence of follow-up on audit recommendations. 
 
10. Public financial management reform. The government has a PFM reform strategy for 
2017–2025 in place with specific activities supported by donors and development partners. ADB’s 
most recent support aimed to improve the management of development projects as well as good 
governance in the public sector, including preparing guidelines for project management as well 
as staff training, certification, and training-of-trainers provided by the MOF’s training center.3 
Donors and development partners coordinate their activities in the Working Group on Democratic 
Governance under the Development Partner Coordination Council. 
 

2. Community Development and Investment Agency 
 
11. Planning and budgeting. For each ongoing project, ARIS prepares annual budgets, 
which are developed based on the requirements of the respective donor and/or development 
partner. Each consists of a financial plan for the full implementation period and an annual budget 
that reflects procurement plans. The project-level budgets are approved by ARIS’s executive 
director, the donor and/or development partner, and the MOF. At the entity level, ARIS develops 
an operational cost budget for administrative and managerial staff, which is proportioned by 

                                                           
3  ADB. 2014. Technical Assistance to the Kyrgyz Republic for Strengthening Government Capacity for Managing 

Development Projects. Manila. 
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programs and/or projects based on ARIS’s total portfolio, making it difficult to predict the required 
contribution from each program and/or project on a longer-term basis. 
 
12. Accounting and internal control. The accounting procedures applied by ARIS are based 
on the requirements of the respective donor and/or development partner, which are documented 
in project and/or program-specific operations manuals. ARIS manages counterpart funds from the 
government similar to external funds, except that while payments with external  funds are done 
through a commercial bank account, payments with government counterpart funds are done by 
the MOF’s Treasury.4 A review of ARIS’s accounting practices indicates that procedures and 
responsibilities are in line with good financial management practices. 
 
13. Financial reporting. ARIS undertakes financial reporting for projects in accordance with 
the requirements of the respective donor or development partners, which is generally based on 
international standards. Financial reports compare actual spending with budgeted allocations and 
are prepared in a timely fashion on a monthly, quarterly, and annual basis. ARIS also prepares 
budget execution reports for the MOF, which include external financing and counterpart funding 
from the government. ARIS also prepares financial reports for submission to the state tax service 
(income tax) and the social fund (social transfers). 
 
14. Internal audit. ARIS’s IAU has a staffing nomination of four, but one position has been 
vacant since mid-2018. The current staff members hold relevant degrees, but none have formal 
internal audit certification or have participated in continued professional training. The IAU 
functionally refers to ARIS’s supervisory board and administratively to the executive director, but 
it does not meet with or report to the supervisory board on a regular basis.5 The IAU has an annual 
work plan that covers all projects, and its guidelines follow the government’s national internal audit 
standards, which are based on international standards. 
 
15. External audit. ARIS is subject to external audits by the COA, which covers the entity-
level as well as the projects managed by ARIS. In line with the requirement of donor and/or 
development partners, the projects managed by ARIS are audited by independent auditors 
(private firms) based on agreed terms of reference that apply the International Standards on 
Auditing. Audit reports are submitted within 6 months of the end of the year and published on 
ARIS’s website. This assessment reviewed the available audit reports which shows that all have 
an unqualified audit opinion. Management letters have not been available for review. 
 
16. Staff capacity. ARIS has 10 functional offices, separate units for each ongoing project, 
an IAU, and project-specific offices in the provincial townships. ARIS’s staffing structure is 
approved annually by the MOF, and recruitment follows a competitive process and is based on 
job descriptions approved by the respective donor and/or development partners. The finance unit 
has 13 staff members who have ample experience implementing externally financed projects, 
although none have formal accounting qualifications. ARIS has no training policy in place, but 
finance staff do occasionally participate in training organized by donors and/or development 
partners. 
 
17. Information systems. ARIS’s finance unit uses a basic computerized financial data 
processing system, which includes modules for bookkeeping and accounting, fixed asset 

                                                           
4 For the RBL program, however, the funds flow will be based on the grant and loan proceeds being disbursed by ADB 

directly to an account set up in a commercial bank by the MOF from which ARIS will draw funds for the RBL program. 
The counterpart funding will be accessed by ARIS through the MOF’s Treasury. 

5 The IAU has not participated in a supervisory board meeting since 2016 because of changes in ARIS’s management 
and other issues. 



4 

management, contract management, and human resources management. It can directly produce 
financial reports for donors, development partners and for the government, and is also capable of 
receiving data from an engineering subsystem. The finance unit also uses spreadsheets. 
 
18. Risk assessment. The overall risk assessment and specific mitigation measures to 
address identified weaknesses are shown in Table 1. 
 

Table 1: Financial Management Risks 
 

 

Risk Type 

 

 

Risk Description 

Risk Ratinga 
 

Mitigation Measures 

Inherent Riskb 

1. Country-
level risks 

The government’s PFM system has been 
improved in recent years, but issues 
remain, including that program budgeting 
is not fully applied, investment planning is 
fragmented, forward expenditure estimates 
are inadequate, the KRPSAS are yet to be 
implemented, internal audit capacity is 
weak, and the external audit is weak. 

Moderate Donors and development partners 
will continue providing support to 
the government for the 
implementation of the PFM reform 
strategy, including through 
initiatives at the MOF as well as in 

sector ministries and agencies. 

2. Agency-
specific 
risks 

ARIS has significant experience 
implementing externally financed 
programs and projects, but there are 
weaknesses related to planning and 
budgeting (overhead costs), staffing 
(qualification requirement), and internal 
audit (access to the supervisory board). 

Substantial ADB will support ARIS in further 
developing and improving its 
financial management system 
and procedures, including as part 
of the implementation of the 
proposed RBL program. 

Overall inherent risk Moderate-Substantial 

Control Riskc 

1. Planning 
and 
budgeting 

It is not clear how the incremental 
operational costs for administrative and 
management staff are calculated and 
proportioned between programs and 
projects. 

Substantial ARIS should confirm that the 
budgeted expenditure for program 
management will be sufficient to 
cover anticipated expenses for 
the administrative pool as well the 
costs of the program 
implementation unit to be 
established. 

2. Funds flow ARIS manages external funds through 
commercial bank accounts, while 
government counterpart funds remain with 
the MOF’s Treasury, which makes 
payments on behalf of ARIS. 

Low  

3. Staffing An internal auditor position has been 
vacant since mid-2018, which adversely 
affects the capacity of the internal audit 
unit. 

Substantial ARIS should ensure that the 
position is filled with a qualified 
and experienced staff as soon as 
possible. 

The qualification requirement for the 
finance manager position does not include 
a formal accounting certification, which 
may result in a capacity gap. 

Substantial ARIS should revise its current job 
description and/or TOR for the 
finance manager position to 
include a requirement of a formal 
accounting certification.  

4. Accounting 
and 
internal 
control 

There is lack of compliance with rules for 
handling cash and liquidating cash 
advances as well as payment of suppliers 
and contractors. 

Substantial The finance unit procedures for 
cash management, external 
payment and contracting, and 
quality assurance and supervision 
procedures will be strengthened.  
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Risk Type 

 

 

Risk Description 

Risk Ratinga 
 

Mitigation Measures 

5. Internal 
audit 

The internal audit unit has not reported on 
its activities to the supervisory board since 
2016 because of changes in ARIS’s 
management and other issues. 

Substantial The internal audit unit will 
frequently report to ARIS 
Supervisory Board on its activities 
on a regular basis. 

The internal auditors do not have formal 
internal audit certifications, and the last 
internal audit training was in 2006. 

Substantial ARIS should arrange training for 
the internal auditors on a priority 
basis at the MOF’s training 
center, if available. 

6. Financial 
reporting 

ARIS is not preparing separate reports on 
spending related to the administrative 
pool, and also not at the entity level. 

High ARIS should develop and 
implement a financial reporting 
approach for spending related to 
the administrative pool as well as 
consolidated financial reporting at 

the entity level. 

7. Information 
systems 

The applied computerized financial data 
processing system has the required basic 
functionalities, but lacks effective 
commitment controls and reporting on 
arrears as well as centralized payroll 
control. 

Low  

8. External 
audit 

The COA’s external audit work is not 
based on international audit standards and 
it does not provide an audit opinion on 

financial statements. 

Substantial The annual financial statements 
for the RBL program will carried 
out by independent auditors 
acceptable to ADB, based on 
TOR agreed with ADB, and using 
ISAs. 

Overall control risk Substantial 

Overall Risk Substantial 

ADB = Asian Development Bank, ARIS = Agentstvo Razvitya i Investirovanya Soobshestv (Community Development 
and Investment Agency), COA = Chamber of Accounts, ISAs = International Standards on Auditing, KRPSAS = Kyrgyz 
Republic Public Sector Accounting Standards, MOF = Ministry of Finance, PFM = public financial management, RBL = 
results-based lending, TOR = terms of reference. 
a Low, moderate, substantial, or high. 
b Inherent risk is the susceptibility of the program financial management system to factors present in its operating 

environment, such as country- or sector-level rules and regulations, and the agency’s working environment 
(assuming the absence of any checks or internal controls). 

c Control risk is the risk that the program’s accounting and internal control frameworks are inadequate to ensure 
program funds are used economically and efficiently and for the purpose intended, and that the use of funds is 
properly reported. 

Source: ADB. 

 
19. The overall fiduciary risk for the RBL program pre-mitigation is considered substantial 
(Table 1). This is a result of a moderate risk rating for the country system, a substantial rating for 
the agency-specific risks, and a combined substantial control risk rating for the RBL program 
financial management elements. When proposed mitigation measures are taken into account, the 
overall fiduciary risk is considered moderate. 
 
C. Procurement System 
 
20. The RBL program will support the National Development Strategy of the Kyrgyz Republic 
for 2018–2040 and the national SWDSSSS program by increasing inclusive and reliable access 
to safe water supply and sanitation for the population in 43 villages of Naryn province (footnote 
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1).6 The civil works will consist of contracts for (i) drilling and installation of deep wells; (ii) 
construction of main water distribution pipes, village water supply storage tanks, and disinfection 
stations; (iii) construction of water distribution networks; and (iv) construction of individual 
sanitation systems for households and social facilities, including health clinics and schools. In 
addition, consultants will be recruited to carry out field surveys and prepare detailed engineering 
designs, oversee design supervision, and undertake construction supervision. Design, surveys, 
and construction work will be carried out during 2020–2025. 
 
21. Procurement profile. The majority of contracts for procurement of works and goods are 
expected to cost $1 million or less. Under the RBL program, the high-value contract has been set 
at $5 million equivalent. This means that unless otherwise agreed, contracts for works, goods, or 
services with an estimated value of $5 million or more will not be eligible.7 
 
22. Country-level procurement system. A country and sector procurement risk assessment 
(CSPRA) was carried out by ADB in 2018.8 It concluded that significant progress had been made 
and that the 2015 Public Procurement Law (PPL) incorporated many elements of international 
best procurement practice. The PPL offers a comprehensive framework for public procurement 
using open competitive bidding as the default method. Standard bidding documents have been 
developed for goods, works, and consulting services. Under the PPL, all public procurement 
activities by government entities are to be carried out electronically through the government-
owned e-portal. 
 
23. The CSPRA also identified a number of weaknesses, including the following: (i) inefficient 
budgeting procedures that do not allow a medium-term framework for effective procurement and 
contract management; (ii) process-driven procurement that is not integrated with budget 
management; (iii) lack of strategic procurement planning for high-value and high-risk 
procurements; (iv) deficiencies with the e-portal search functionality, insufficient server capacity, 
absence of user feedback, and absence of certain modules; and (v) rejection of bids exceeding 
the allocated budget. In conclusion, the CSPRA recognized that the PPL is suitable at the national 
level, but some aspects still in development do not meet the requirements of external financiers. 
 
24. Institutional arrangements and capacity. ARIS was established primarily as a 
government institution for implementation of government projects and/or programs wholly or partly 
financed by donors and/or development partners. ARIS operates under the PPL, which includes 
a provision that stipulates that procurement of goods, works, non-consulting services, and 
consulting services under projects financed in whole or in part by international organizations shall 
follow the procurement guidelines of the relevant financing institution. 
 
25. Donors and development partners have provided significant resources to strengthen the 
capacity of ARIS. Those efforts have been largely successful. Currently, ARIS is responsible for 
the implementation of 10 externally-funded projects and programs, including five by the World 
Bank, two by the International Fund for Agricultural Development (IFAD), two by the Islamic 
Development Bank (IDB), and one by the German development cooperation through KfW. Under 

                                                           
5  Government of the Kyrgyz Republic. 2018. National Development Strategy of the Kyrgyz Republic for 2018–2040. 

Bishkek. 
7 ADB. 2013. Staff Guidance for Piloting Result-Based Lending for Programs. Manila. The high-value contract 

thresholds are harmonized with the World Bank’s programs-for-results financing instrument and may be amended 
from time to time. Under the proposed RBL program, the high-value contract threshold was set at $5 million in view 
of the market capacity limitation and the capacity of ARIS to manage large, complex contracts. 

8  ADB. 2018. Kyrgyz Republic Country and Sector Procurement Risk Assessment. Consultant’s report. Manila (49286-
001-KGZ). 
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all 10 projects and/or programs, ARIS follows donor and development partners procedures in 
accordance with the PPL. Reports on the implementation progress of externally-funded projects 
indicate that the overall performance of ARIS with regard to procurement and implementation is 
generally rated satisfactory or moderately satisfactory. 
 
26. Grievance redress mechanism. In 2007, ARIS established an IAU and a beneficiary 
feedback mechanism (BFM) with World Bank assistance. The BFM is designed to act as a 
grievance redress mechanism to handle all complaints including all procurement activities, but it 
is still not yet fully operational. Both the IAU and the BFM are significantly under-resourced.9 The 
BFM reports to the executive director of ARIS, which may create a conflict of interest in cases 
where the conduct of ARIS officials may be the subject of complaints. Furthermore, it currently 
has no permanent presence in the provincial offices and relies on a network of different electronic 
and non-digital channels for villagers, contractors, project staff, authorities, and others to file 
complaints with varying degrees of confidentiality. At present, contracts issued by ARIS do not 
include a specific clause regarding grievance redress, but contractors are informed about the 
BFM. 
 
27. Monitoring functions. ARIS’s IAU is responsible for reviewing every contract for supply 
of goods and services procured by ARIS to ensure the integrity of the procurement process. This, 
however, does not extend to works contracts issued by ARIS. 
 
28. Procurement risk assessment. While ARIS’s performance with externally-financed 
projects and/or programs is considered generally satisfactory, the program procurement systems 
assessment has identified procurement risks related to implementation of the RBL program; 
proposed mitigation actions are in Table 2. Details on the procurement assessment can be found 
in the program procurement system assessment.10 
 

Table 2: Procurement Risk Assessment and Mitigation Measures 

Risk Area 
Risk 
Level Potential Impact Mitigation Measures 

1. ARIS has no direct 
experience with ADB-
funded projects or the 
RBL modality. 

Moderate Delays may occur 
because of lack of 
familiarity with the 
RBL modality 

(i) Provision of a procurement manual to guide 
the procurement process under the RBL 
program 
(ii) Assistance in preparation of documents and 
setting up systems to be provided from an 
attached TA and SEFF 
(iii) Procurement documents to be in accordance 
with harmonized documents from MDBs already 
being used by the implementing agency on 
externally funded projects and/or programs 

2. BFM not fully 
operational and 
significantly under-
resourced 

High Grievances may not 
be addressed 
expeditiously and 
satisfactorily 

(i) Program coordination unit to appoint a 
permanent BFM specialist on the implementation 
team to improve outreach and facilitate and 
expedite the treatment of complaints 
(ii) Contracts to include a clause regarding 
anticorruption and grievance redress 
(iii) Multiyear procurement action plan to identify 
actions to improve accountability of the BFM 

3. Limited opportunities 
for continuing training of 
procurement 

Moderate Reduced efficiency 
because of limited 

Multiyear procurement action plan to identify 
training needs and propose programs to 

                                                           
9 The BFM currently counts three professional staff and the IAU counts two anticorruption professional staff. 
10 Program Procurement System Assessment (accessible from the list of linked documents in Appendix 2 of the report 

and recommendation of the President). 
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Risk Area 
Risk 
Level Potential Impact Mitigation Measures 

professionals on 
international 
procurement practices 

knowledge of best 
practices 

strengthen ARIS procurement activities in line 
with international practices 

4. E-procurement 
capacity limitation, 
language restriction, and 
lack of compatibility with 
certain donor and/or 
development partner 
procedures 

Moderate Reduced efficiency in 
procurement. 

Multiyear procurement action plan to propose 
actions to upgrade the government e-
procurement system to fully meet international 
standards; the RBL program will aim to achieve 
full use of the government’s e-procurement 
system by ARIS by the end of the RBL program 

ADB = Asian Development Bank, ARIS = Agentstvo Razvitya i Investirovanya Soobshestv (Community Development 
and Investment Agency), BFM = beneficiary feedback mechanism, MDB = multilateral development bank, RBL = 
results-based lending, SEFF = small expenditure financing facility, TA = technical assistance. 
Source: ADB. 

 
29. Mitigation measures. ARIS will be responsible for carrying out all procurement activities 
as legislated under the PPL, including oversight by the appropriate national regulatory authorities. 
To assist the implementing agency in meeting the international procurement principles as required 
under the RBL policy (footnote 7), a procurement manual will be prepared to define the 
procedures and processes, the work functions, and the rights and obligations of ARIS. 
Procurement guidelines and standard documents used by ARIS under projects financed by the 
World Bank, IFAD, and IDB are generally harmonized between donors and/or development 
partners and meet the higher standard of international procurement practices. Those documents 
will continue to be used under the RBL program to ensure a smooth transfer of knowledge from 
other projects to the RBL program. Assistance will also be provided to ARIS in the form of attached 
technical assistance (TA) and a small expenditure financing facility to support program 
implementation. 
 
30. A multiyear procurement action plan will be prepared with assistance from the attached 
TA to identify gaps between the PPL and international procedures, and to propose actions to 
narrow the discrepancies, including upgrading the government e-procurement system to fully 
meet international standards. The RBL program will aim to achieve full use of the government’s 
e-procurement system by ARIS by the end of the RBL program. The multiyear procurement action 
plan will also identify training needs and propose programs to strengthen ARIS procurement 
activities in line with international practices. The multiyear procurement action plan will also assist 
in strengthening the BFM through review of current operations of the BFM and preparation of an 
action plan to improve autonomy and accountability of the system. A BFM specialist will be 
appointed to the program coordination unit to improve outreach, and facilitate and expedite the 
treatment of complaints. The attached TA will ensure that contract templates for goods, services, 
and works will include clauses on anticorruption, as well as the grievance redress mechanisms 
available to the contractors, suppliers, and beneficiaries. 
 
31. The permanent tender commission to be established under the RBL program will provide 
oversight and guidance to the procurement process. In addition, procurement actions by ARIS 
will be subject to the standard oversight of the national relevant regulatory authorities provided 
under the PPL. 
 
32. Consistent with ADB’s RBL policy, an independent verification agent will be recruited 
under the small expenditure financing facility to inspect procurement-related documents on a 
yearly basis and/or as required to (i) review procurement activities and documentation, (ii) ensure 
compliance with eligibility and adherence to sound procurement principles. 
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D. Anticorruption System 
 
33. The government has in place several policy documents that state general priorities and 
areas of anticorruption measures,11 but these are no longer fully up-to-date and applicable. The 
focus and details of the government’s anticorruption efforts are therefore not presently clear, 
although the National Development Strategy, 2018–2040 does mention eradication of corruption 
as a priority task and outlines some focus areas.12 The legal framework for anticorruption is 
relatively comprehensive and has undergone regular updates in recent years.13 The Law on 
Countering Corruption (2016) outlines the responsibilities for defining the main directions of 
fighting corruption; a new Criminal Code (2019) includes a separate chapter on corruption; the 
Law on Declaration of Income, Expenditures, Obligations, and Property of Persons Who Occupy 
Public and Municipal Posts (2017) requires the declaration of not only income but also 
expenditure; and the Law on Conflict of Interest (2017) aims to uphold the integrity of decision-
making processes in the public administration. 
 
34. The institutional framework for anticorruption is complex and involves a number of entities, 
including the Anti-Corruption Service of the State Committee of National Security (which was 
formally the focal point and is tasked with combating high-level corruption and corruption 
threatening national security), the Secretariat of the Security Council (which is a structural unit of 
the President’s Office), the Security Council Working Group (which formulates government policy 
and reviews entity-level action plans), the Anticorruption Unit in the Prime Minister’s Office (which 
undertakes general coordination and oversight), the Office of the Prosecutor General (which is 
responsible for criminal proceedings against officials and also gathers information on corruption 
trends in state institutions and at the local level), and the State Service for Combating Economic 
Crimes  (which fights corruption in civilian entities, and investigates economic and organized 
crimes). It is not clear that the mandates and responsibilities of the many different entities are well 
aligned, or that there is effective interagency coordination taking place.14 Also, most state entities 
have a public council,15 which has monitoring and advisory functions regarding implementation of 
entity-level anticorruption action plans, and a compliance officer, who is responsible for monitoring 
and reporting on the progress in implementing the entity-level anticorruption action plans. 
 

                                                           
11 The historical policy documents include (i) the State Strategy of Anticorruption Policy in the Kyrgyz Republic 

(President’s Decree No. 26, 2012), (ii) the Program and Action Plan of the Government of Kyrgyz Republic on 
Countering Corruption in 2012–2014 (Resolution No. 596, 2012), (iii) the Measures to Eradicate the Causes of 
Political and Systemic Corruption in Public Bodies (President’s Decree No. 215, 2013), and (iv) the Action Plan for 
Public Institutions of the Kyrgyz Republic Implementing the State Strategy of Anticorruption Policy in 2015–2017 
(Government Resolution No. 170, 2015). 

12 These focus areas include (i) legislative amendments to increase the penalties for corruption-related crimes (which 
are to be classified as serious state crimes), (ii) introduction of a system for anticorruption review by experts of draft 
laws and regulations, (iii) anticorruption analysis of the decision-making process within government, and (iv) 
establishment of a verification mechanism for information provided by government officials in annual tax statements. 

13 One exception is anti-money laundering and combating the financing of terrorism, where efforts to have Parliament 
pass a law started in 2012. However, despite statements of intent by the authorities and support from the International 
Monetary Fund, this has so far been unsuccessful. 

14 The Organisation for Economic Co-operation and Development, in its 2018 monitoring report on anticorruption reform 
in the Kyrgyz Republic, stated that “The Monitoring Group…believes that the current system of distribution and 
coordination of anti-corruption functions is ineffective. At the national level, at least three bodies are responsible for 
coordination and their functions overlap in many respects.” Organisation for Economic Co-operation and 
Development. 2018. Anti-Corruption Reforms in Kyrgyzstan: Fourth Round of Monitoring of the Istanbul Anti-
Corruption Action Plan. Paris, p. 21. 

15 Public councils comprise representatives from academia, business associations, professional and sector 
organizations, individual experts and civil society organizations, and nongovernment organizations. 
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35. Using the RBL modality ensures that ADB financing will be linked to verifiable results. This 
will provide an incentive to ensure that funds are used appropriately and for the intended purposes 
since failure to achieve results would mean non-disbursement of funds. Also, the program 
excludes activities involving high-value procurement contracts, which reduces risk in terms of 
value. Furthermore, the RBL program is designed to help strengthen governance and develop 
institutional capacity, including by undertaking subproject selection in full accordance with ARIS’s 
existing procedures, establishing sustainable operational models at the municipal and village 
levels, and preparing and implementing capacity development plans (which will encompass 
gender-responsive elements). The RBL program has been prepared with risk-based financial 
management and procurement assessments (at the country level and for ARIS in its role as 
implementing agency) as well as with an integrity due diligence review (of ARIS). On this basis, 
potential corruption risks have been identified for which fiduciary management measures have 
been proposed for implementation,16 which include staff capacity and institutional development in 
key areas. ADB will, through implementation support, assist the government and ARIS in 
strengthening relevant systems and procedures, which will help build robust and transparent 
systems that reduce the risk of fraud and corruption.17  
 
36. The implementation management framework applied by ARIS for externally financed 
programs and projects includes operational oversight as well as monitoring and evaluation 
mechanisms that focus on ensuring compliance with procedures set forth in operation manuals 
as well as delivery of information on physical and financial progress, including against the results 
framework. This enables ARIS to inform external financiers and the government of any actual 
and/or potential issues of implementation in order to take adequate action in a timely manner. 
The planned external audit arrangements will provide oversight regarding actual spending and 
financial reporting as well as of ARIS’s application of financial management and procurement 
procedures. 
 
37. ARIS does not presently have a formal mechanism in place for staff to report fraud, 
corruption, waste, or misuse of resources related to the implementation of programs/projects.18 
During program implementation, ADB will therefore provide support to ARIS in setting up such a 
mechanism, which will cover both ARIS as well as implementation activities at the local level, 
including a grievance redress procedure.19 This activity will be carried out in consultation with 
ADB’s Office of Anticorruption and Integrity. 
 
38. ADB’s Anticorruption Policy (1998, as amended to date) has been communicated to the 
government (the MOF, the Department of Drinking Water Supply and Sewerage Department, and 
ARIS), including measures on blacklisting corrupt service providers and an explanation of the 
monitoring role of ADB’s Office of Anticorruption and Integrity.20 Also, the Guidelines to Prevent 
or Mitigate Fraud, Corruption, and Other Prohibited Activities in Results-Based Lending for 
Programs were explained to and discussed with the government, the Department of Drinking 
Water Supply and Sewerage Department, and ARIS (footnote 7). 

                                                           
16 Integrated Risk Assessment and Mitigation Measures (accessible from the list of linked documents in Appendix 2 of 

the report and recommendation of the President). 
17 Planned outputs and key activities can be found in the Attached Technical Assistance Report (accessible from the 

list of linked documents in Appendix 2 of the report and recommendation of the President). 
18 For some ongoing programs and projects managed by ARIS, there is a requirement (stated in the respective 

operations manuals) that staff must report any suspicion about prohibited activities in writing to their direct supervisor. 
However, this is not an institutionalized mechanism and it does not cover beneficiaries and other stakeholders. 

19 Action no. 1.3 in the Program Action Plan (accessible from the list of linked documents in Appendix 2 of the report 
and recommendation of the President). 

20 ADB. 1998. Anticorruption Policy. Manila. 


