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FIDUCIARY RISKS ASSESSMENT 
 
A. Introduction 
 
1. The Government of Uzbekistan is undertaking reforms aimed at restructuring the 
power supply chain to enable competition and create a conducive environment for private 
sector investment. The Asian Development Bank (ADB) will support the government through 
a Power Sector Reform Program with four reform pillars: (i) power sector restructured and 
regulation strengthened, (ii) financial sustainability improved, (iii) power sector carbon 
intensity reduced, and (iv) demand-side energy efficiency increased. The program comprises 
two subprograms that will be implemented during 2020–2022. Subprogram 1 will focus on 
forming sector policies that provide reform guidance, unbundling the integrated structure, 
establishing a market, and developing measures to rationalize electricity prices and improve 
collection rates. Subprogram 2 will focus on establishing an independent regulator, enacting 
legislations necessary to implement policies, and assessing the distributional impact of tariff 
increase and protection measures. The Ministry of Finance (MOF) will be the executing 
agency, and the Ministry of Energy (MOE) will be the implementing agency. 
 
2. ADB will apply a programmatic approach, based on the policy-based lending (PBL) 
modality, in a multi-year policy engagement with the Government of Uzbekistan and other 
development partners. A fiduciary systems assessment has been carried out, focusing on 
systems and procedures relevant to the PBL program to determine the degree to which 
these will be able to manage fiduciary risks and provide reasonable assurance that program 
funds will be used for the intended purposes, with due consideration for economy and 
efficiency. The assessment covers financial management, procurement, and anticorruption 
systems. 
 
B. Information Sources 
 
3. The fiduciary systems assessment has been prepared based on up-to-date existing 
analyses by ADB and other international partners. The main diagnostics applied are the 
World Bank’s Public Expenditure and Financial Accountability (PEFA) Performance 
Assessment Report (2019), ADB’s Uzbekistan Country and Sector Procurement Risk 
Assessment (CSPRA) report (2018), ADB’s Governance Risk Assessment for Uzbekistan 
(2018), and the monitoring report by the Organisation for Economic Co-operation and 
Development (OECD) on anticorruption reform in Uzbekistan (2019). Other sources used 
are duly referenced and include assessments undertaken by ADB and the World Bank in 
preparing investment projects in Uzbekistan in recent years. 
 
C. Financial Management System 
 
4. Program financial management profile. The proposed PBL program will use the 
government’s existing public financial management (PFM) system and procedures, including 
for budgeting, accounting, financial reporting, monitoring, and auditing. 
 
5. Legislative and regulatory framework for public financial management. The 
Constitution (1992) states the PFM-related responsibilities of the Oliy Majlis (Parliament),1 
which are further regulated in the Law on Parliamentary Control (2016) as regards the 
deliberations of the annual budget and the audit report. The Budget Code (2013) outlines 
how the annual budget of the state is prepared, considered, and approved, as well as how 
the budget is executed; it also stipulates measures related to control and state borrowing. 

 
1 Article 78 includes the following: legislative regulation of customs, currency and credit systems, approval of the 

state budget and control over its execution, determination of taxes and other compulsory payments, and 
consideration of report of the Chamber of Accounts. 

http://www.adb.org/Documents/RRPs/?id=54269-001-3
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Revenue administration is carried out based on the Tax Code (2007) and the Customs Code 
(2016). There are, furthermore, a large number of other normative documents (e.g., decrees, 
regulations, ordinances, resolutions, and decisions) issued by the President, Cabinet, and 
ministries. Legal acts and regulations are published on the government websites for national 
database of legislation and draft regulatory documents.2 
 
6. Institutional framework for public financial management.  The Oliy Majlis enacts 
legislation that is initiated by the President, Cabinet of Ministers, parliamentarians, high 
courts or General Prosecutor.3 Both houses of the Oliy Majlis have a Committee on Budget 
and Economic Reforms that scrutinizes the annual budget and audit reports. The MOF is 
responsible for tax policy, budget preparation, and budget execution in coordination with line 
ministries and other institutions. The MOE is responsible for macroeconomic and fiscal 
forecasting, fiscal strategy, and fiscal oversight of state-owned enterprises (SOEs). The 
State Tax Committee and State Customs Committee are charged with tax and customs 
administration, respectively. The Chamber of Accounts (COA) is the Supreme Audit 
Institution and audits the annual budget execution report. 
 
7. The Treasury of the MOF is responsible for managing state revenues, processing all 
expenditures and payments of budget organizations (except defense and law enforcement), 
and extra-budgetary funds. The MOF, thus, processes the transactions of most state 
institutions. 
 
8. Functions of the public financial management. The general functions of the 
Government of Uzbekistan’s PFM system has the following outcomes:4 

• Aggregate fiscal discipline. The Government of Uzbekistan’s fiscal stance is prudent, 
with relatively low fiscal deficits in recent years—i.e., around 2% of gross domestic 
product (GDP) per year—and a PFM system that, overall, contributes to achieving this 
objective. While there are some expenditure variances between the original budget and 
the actual spending, performance is good on the revenue side. Following the 
implementation of major tax reforms, revenues were expected to reach 28.2% of GDP in 
2019 compared to 24.7% in 2017.5 Risks to fiscal discipline related to the PFM system 
include some off-budget operations, fiscal information not being fully disclosed, 
incomplete fiscal risk monitoring, and absence of a debt management strategy (although 
debt management is otherwise quite good). The government’s fiscal deficit is, however, 
expected to increase to about 4% in 2020 due to the economic slowdown and additional 
expenditures that follow from the coronavirus disease (COVID-19) crisis.6 

• Strategic resource allocation. The allocation of budget resources is not well-aligned with 
the government’s declared strategic objectives, which is seen by low scores for 
performance indicators related to policy-based fiscal strategy and budgeting. Fiscal 
planning lacks a multi-year focus. Moreover, public investment management is poor, 

 
2 The National Database of Legislation of the Republic of Uzbekistan (in Uzbek) contains electronic set of 

administrative regulations for the provision of public services; whereas, the website on Regulation of the 
Government of the Republic of Uzbekistan (in Uzbek) contains discussion of draft regulatory documents. 

3 The Oliy Majlis consists of the Legislative Chamber (lower house), which has 120 members directly elected for 
5 years, and the Senate (upper house), which has 100 members of which 84 are directly elected for 5 years 
and 16 are appointed by the President. 

4 World Bank. 2019. Uzbekistan: 2018 Public Expenditure and Financial Accountability (PEFA) Assessment. 
Report No. 138491. Washington, DC. pp. 9–10. 

5 International Monetary Fund (IMF). 2020. Republic of Uzbekistan: Assessment Letter for the Asian 
Development Bank and World Bank. Washington, DC. p. 1. 

6 While the COVID-19 crisis is expected to result in public debt reaching 34.5% of GDP by end of 2020, which 
compares with pre-COVID-19 estimates of 29.7%, the IMF assesses Uzbekistan as remaining at a low risk of 
debt distress. IMF. 2020. Republic of Uzbekistan: Requests for Disbursement under the Rapid Credit Facility 
and Purchase under the Rapid Financing Instrument—Press Release, Staff Report, and Statement by the 
Executive Director the Republic of Uzbekistan. Country Report No. 20/171. Washington, DC. p. 2. 

https://lex.uz/
https://regulation.gov.uz/
https://regulation.gov.uz/
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which is further affected by the absence of established ceilings in the annual budget 
preparation process as well as the Oliy Majlis not having a close oversight of in-year 
amendments to the approved budget. It is noted, however, that budget documentation is 
comprehensive and that the budget classification is in accordance with international 
standards. Also, revenue collection is well-performing (which is a precondition for the 
availability of budgetary resources). 

• Efficient service delivery. There is limited information available on public service delivery 
performance, and public asset management is poor and lacks transparency. 
Intergovernmental fiscal relations are also not fully determined by a transparent and rule-
based transfer system. However, internal expenditure controls and controls over payroll 
are good; although, the newly established internal audit function is yet to be made 
effective. External audit and legislative scrutiny of audit reports are only partially effective. 

 
9. Performance assessment of public financial management. A PFM performance 
assessment of the Government of Uzbekistan using the public expenditure and financial 
accountability (PEFA) framework was undertaken in 2018. 7  It made the following 
observations on the seven PFM components used by the PEFA framework: 

• Budget reliability was high during 2015–2017, and the budgets are thus credible. 
Aggregate expenditure outturn varied between 96% and 105%, and expenditure outturn 
by function and economic type varied between 5% and 7%. The revenue outturn was 
slightly higher (between 7% and 11%), but spending charged to contingency votes was 
very low. 

• The transparency of public finances is the weakest dimension of the government’s PFM 
system. The budget classification system is consistent with international standards 
(except for economic classification presented in financial asset transactions reports),8 
and some budget documentation is available. 9  However, a large share of central 
government expenditures is not reported in financial reports, transfers to subnational 
governments are not fully transparent, only limited performance information on service 
delivery is available, and public access to fiscal information is incomplete. 

• Management of assets and liabilities has some flaws. Public investment management is 
weak as (i) economic analyses of investment projects are not published, (ii) project 
selection is influenced by political considerations, (iii) total life-cycle costs are not 
calculated, and (iv) progress reports are not published. Also, the management of assets 
and liabilities is not in line with international standards as (i) a consolidated financial 
asset monitoring report is not prepared, (ii) fixed asset registers are not published, and 
(iii) asset disposal procedures are not transparent. However, monitoring of public 
enterprises and subnational governments is adequate (even though contingent liabilities 
are not quantified in financial reports). Debt management is well-functioning, with clear 
procedures and reliable recording and reporting; although, a debt management strategy 
is not yet in place. 

• Policy-based fiscal strategy and budgeting likewise have some weaknesses. While the 
government prepares both macroeconomic and fiscal forecasts, the budget 
documentation submitted to the Oliy Majlis covers only the budget year plus 1 year. The 
same applies to the MOF’s estimates on the fiscal impact of changes in revenue and 
expenditure policies as well as the fiscal objectives of the fiscal strategy. There is no 

 
7 Footnote 4, Chapter 3. 
8 In the budget, new lending is classified as expenditure, and repayments of principle as revenue. This is most 

significant for reporting of the Uzbekistan Fund for Reconstruction and Development, but also impacts on state 
budget revenue and expenditure. 

9 The elements not presently provided in the budget documentation are the details of debt stock, financial 
assets, fiscal risks, medium-term fiscal forecasts, and quantification of tax expenditures; while for 
macroeconomic assumptions, the interest rate is not presented. 
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medium-term alignment between strategic plans and budgets, and also no links between 
investments and future recurrent costs. However, the annual budget preparation process 
is well-prepared and well-executed, including with a budget calendar that is adhered to 
and timely budget submissions to the Oliy Majlis, which approves the annual budget on 
time. 

• The level of predictability and control in budget execution is relatively high. Revenue 
administration is good (although risk management, audits, and investigations could be 
improved), and the accounting for revenues is well-functioning. Cash management is 
well-developed with daily consolidation of cash balances, monthly updates of cash flow 
forecasts, and application of commitment ceilings. The stock of expenditure arrears is 
very low, and data on arrears is monitored daily. Payroll controls are well-established, 
although payroll audit takes place only every 2 years, and internal control of nonsalary 
expenditures is likewise well-functioning. Internal audit started in 2017 and functions 
exist in all main budgetary entities. However, it is not based on international standards. 
There is very limited focus on systemic risks, and the extent to which annual audit plans 
and internal audit recommendations are implemented cannot be determined. 

• Accounting and reporting have some weaknesses. Financial data integrity is relatively 
good. The accounting software generates an audit trail that is being reviewed, and in-
year budget execution reports are prepared regularly with sufficient coverage and 
accuracy. However, annual financial reports are incomplete as they do not cover flows 
and stocks of assets and liabilities nor inform about loans or debts; they also do not 
include cash balances. LIkewise, the applied accounting policies are not disclosed. 

• External scrutiny and audit by the Oliy Majlis are relatively good enough to hold the 
government accountable for its fiscal and expenditure policies and their implementation. 
COA is independent from the executive branch, but accountable to the President. It 
reviews budget execution according to national standards, which are not based on risk or 
materiality. It also reports on identified weaknesses with instructions for rectification. 
Audit reports do not include an audit opinion. The legislative scrutiny of the audit report 
follows an established practice, but does not include all auditees and there is no 
monitoring on the implementation of recommendations made by the legislature. 

 
10. The Government of Uzbekistan’s PFM performance has, compared to the 2012 
PEFA assessment, improved in several areas including public access to fiscal information, 
recording and management of cash balances and debt data, effectiveness of payroll 
controls, and external audit. The government’s PFM system compares favorably to those of 
other countries in the region. 
 
11. Uzbekistan complies with 23 of the 36 principles of the basic standard of practice as 
defined in the Fiscal Transparency Code for the International Monetary Fund (IMF). The 
comprehensiveness, reliability, and relevance of reporting was thus deemed low across all 
pillars (fiscal reporting, fiscal forecasting and budgeting, and fiscal risk analysis and 
management). The Government of Uzbekistan had taken steps to improve fiscal 
transparency in several areas,10 including by providing in the annual budget message more 
detailed information on the allocation of funds, a statement of medium-term policy intentions, 
medium-term macroeconomic and fiscal projections, and a discussion of fiscal risks. 
  
12. Public financial management reforms. Notable PFM reform developments in 
recent years include: 

 
10 IMF. 2019. Republic of Uzbekistan: Fiscal Transparency Evaluation Update. Technical Report. Washington, 

DC. 
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• Enhancing transparency in revenue and expenditure management as well as in budget 
execution through new formats and mechanisms for parliamentary and public 
consultations about budget and tax policy.11 

• Implementing the Enhanced General Data Dissemination System (e-GDDS) of the IMF,12 
which provides easy access to information critical for monitoring economic conditions 
and policies.13 

• Improving tax administration 14  and the Customs Service, including with risk-based 
procedures, new cross-border trade mechanisms, and anticorruption measures.15 

• Developing fiscal transparency through new budget formats; publication of a citizens’ 
budget; and public discussion of tax and budget policies, investment projects, and the 
budgets of state-targeted funds.16 

• Launching the ‘Open Budget’ portal that provides details of the government’s spending 
and includes a feedback and reporting mechanism for public engagement. 

• Improving the framework for financial control as well as restructuring of accounting and 
internal audit in budgetary organizations. 

• Strengthening COA with more resources (which increased the staffing from 21 to 70) and 
greater authority (establishing a new inspectorate to monitor revenue collection).17 

 
13. The MOF’s PFM Reform Strategy (2020–2024) focuses on a large number of 
aspects, including capacity, accountability, and responsibilities of budget organizations and 
local governments; transparent and comprehensive public finance information that is aligned 
with international standards; medium-term budget framework for a forward-looking 
perspective on fiscal policy and introducing performance-based budgeting; fiscal risk 
assessments as well as accounting and effective management of assets and liabilities; 
unification of public sector accounting standards, internal control, internal audit, and 
parliamentary oversight of the budget process; and institutional and legislative frameworks.18 
 
14. Development partners are supporting the MOF’s reform efforts. ADB helped prepare 
the first PFM Reform Strategy (2007–2018) and provided implementation support during 
2008–2012 through the Public Finance Management Reform Project. The World Bank is 
implementing the Institutional Capacity Building Project (2019–2024), which includes a 

 
11 Republican Anti-Corruption Interagency Commission. 2017. Additional Measures on Counteracting Corruption 

in the Sphere of Formation and Ensuring Transparency in the Process of Spending Budget Funds, as well as 
the Openness of Information on their Distribution. Tashkent. 30 June; and Government of Uzbekistan. 2018. 
On Measures to Ensure the Openness of Budget Data and Active Participation of Citizens in the Budget 
Process. Presidential Decree No. 3917. Tashkent. 22 August. 

12 Government of Uzbekistan. 2017. On Measures to Ensure the Availability and Openness of Economic and 
Financial Data for the Republic of Uzbekistan. Presidential Decree No. 5054. Tashkent. 12 September. 

13 IMF. 2018. Uzbekistan Implements the IMF’s Enhanced General Data Dissemination System. Press Release 
No. 18/153. 3 May. 

14 Government of Uzbekistan. 2017. On Measures to Radically Improve Tax Administration, Increase the 
Collection of Taxes and Other Mandatory Payments. Presidential Decree No. 5116. Tashkent. 18 July. 

15 Government of Uzbekistan. 2018. On Measures to Radically Improve the Activities of the Organs of the 
Customs Service of the Republic of Uzbekistan. Presidential Decree No. 5414. Tashkent. 12 April. 

16 Government of Uzbekistan. 2018. On Measures to Ensure the Openness of Budget Data and Active 
Participation of Citizens in the Budget Process. Presidential Decree No. 3917. Tashkent. 22 August. 

17 Government of Uzbekistan. 2017. On Measures to Radically Improve the Activities of the Chamber of Accounts 
of the Republic of Uzbekistan. Presidential Decree No. 5147. Tashkent. 8 August; and Government of 
Uzbekistan. 2018. On Measures to Introduce a Program Complex in the Chamber of Accounts of the Republic 
of Uzbekistan. Cabinet of Ministers Resolution No. 362. Tashkent. 14 May. 

18 Government of Uzbekistan, Ministry of Finance. 2020. On the Approval of the Strategy for Improving the 
System of Public Financial Management of the Republic of Uzbekistan for 2020–2024. Cabinet of Ministers 
Resolution No. 13398. Tashkent. 5 February. 

https://www.imf.org/en/News/Articles/2018/05/03/pr18153-uzbekistan-implements-the-imf-enhanced-general-data-dissemination-system
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component on PFM reform support that focuses on budgeting, public investment 
management, treasury functions, public sector accounting, internal control, and audit. 
 
15. Financial management assessments. ADB’s financial management assessments 
(FMAs) for investment projects in Uzbekistan have, among other things, identified the 
following issues: (i) sector policies and budgeting are not fully linked leading to inadequate 
resource allocations; (ii) capacities for planning, forecasting, and cost–benefit analyses are 
insufficient resulting in suboptimal use of resources; (iii) budget preparation is poor leading 
to significant variations between planned and actual funds utilization; (iv) internal controls, 
including those related to payrolls, and internal audit are deficient at sector levels due to lack 
of capacity; (v) financial reporting procedures are weak; and (vi) tariffs are not sufficient to 
cover operations, maintenance, and capital expenditures. These issues identified in ADB-
financed projects are generally addressed by the Government of Uzbekistan by setting up a 
project management unit (PMU) that applies ADB procedures for financial management (and 
procurement). 
 
16. Electricity sector reform. Attempts at sector reform in earlier years often met 
institutional resistance and failed to deliver the intended results. The sector, therefore, 
continued to face a number of issues including inadequate investments, underserved 
demand and energy losses, and non-cost recovery tariff and high subsidies (i.e., lack of 
financial sustainability) as well as institutional, regulatory, and corporate governance 
challenges. In response to this, the government, in March 2019, took the first steps towards 
a comprehensive sector reform by reorganizing the vertically integrated electricity utility into 
three separate parent companies for generation, transmission, and distribution,19 as well as 
establishing the MOE.20 In August 2019, the government approved a Power Sector Reform 
Action Plan,21 which includes a number of financial management-related measures that are 
presently under implementation: 

• Agreement on allocation of debt liabilities among the three new companies (completed), 
and amending legal agreements (ongoing); 

• Establishing a corporate governance framework (ongoing) and approving a new policy 
and procedure for human resources management (ongoing); 

• Developing and introducing key performance indicators (KPIs) for the companies and the 
management in accordance with strategic sector and corporate objectives (ongoing); 

• Developing and approving a financial reporting policy based on National Accounting 
Standards (NAS) and International Financial Reporting Standards (IFRS) (ongoing); 

• Arranging for IFRS compliant reporting by setting up relevant IFRS accounting divisions 
in the three new companies (ongoing), preparing consolidated financial statements 
according to IFRS for 2019 (ongoing), engaging an international audit firm to audit the 
2019 financial statements (ongoing), and disclosing the financial statements (ongoing); 

• Developing and approving accounting policies for the three new companies (ongoing), 
and developing and implementing capacity building programs (on-going); 

 
19 Joint Stock Company (JSC) Uzbekenergo was a holding company that, in January 2019, consisted of 49 

enterprises. The reorganization established three separate parent companies for generation, transmission, and 
distribution, which are fully owned by the Centre for Management of State-owned Assets under the State 
Committee of Uzbekistan for Privatization, De-monopolization and Development of Competition. 

20 Government of Uzbekistan. 2019. On the Strategy for Further Development And Reform of the Electricity 
Sector of the Republic of Uzbekistan. Presidential Decree No. 4249. Tashkent. 27 March. 

21 Government of Uzbekistan. 2019. Protocol No. 25. Cabinet of Ministers Resolution No. 01-16/1-1172. 
Tashkent. 9 August. The Action Plan has four key focus areas: (i) organizational set-up and corporate 
governance of the new companies, (ii) commercialization of the power sector companies, (iii) financial 
sustainability and tariff reform, and (iv) investment program and participation of the private sector in the power 
industry. 
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• Improving the accounting and reporting procedures on financial flows, accounting, and 
management of electricity networks in real time (ongoing); 

• Developing and approving a new mechanism for cash flow for electricity (ongoing), and 
re-signing agreements on supply and purchase of electricity with power stations, regional 
distribution companies, and main suppliers (ongoing); 

• Developing a system for commercial services management and billing (ongoing); 

• Developing a financial recovery strategy with an action plan, including with improvement 
of operations and tariffs (ongoing), and monitoring its implementation (ongoing); 

• Introducing amendments in the methodology for electricity tariffs formation (ongoing), 
and developing a roadmap for full cost recovery (ongoing); and 

• Completing a master plan for the power sector (ongoing) and developing investment 
programs for expansion of subsector capacities up to 2030 (ongoing). 

 
17. The MOE has, in March 2020, adopted a new energy policy to guide reforms and 
sector development, including the drafting of an Electricity Market Law (due by end of 2020). 
The Government of Uzbekistan has established an inter-agency committee that meets 
monthly to coordinate and monitor reform progress. 22  Support for the government’s 
electricity sector reform is provided by development partners—in addition to ADB, these 
include the European Bank for Reconstruction and Development (EBRD), Japan 
International Cooperation Agency (JICA), and the World Bank—which meet regularly to 
coordinate their activities.23 
 
18. The financial management weaknesses and associated risks that have been 
identified for the country, sector, and program levels are summarized in Table 1. 
 

Table 1: Financial Management Risks 

Risk Type Risk Description 
Risk 

Ratinga Mitigation Measures 

Inherent Riskb 
Country-specific 
risks 

Weaknesses in the 
Government of Uzbekistan’s 
PFM system include central 
government operations outside 
financial reports, PIM, asset 
management, macroeconomic 
and fiscal forecasting, fiscal 
strategy, medium-term 
perspective in expenditure 
budgeting, and legislative 
scrutiny of audit reports. 

Moderate ADB will continue to support the 
government’s efforts in improving 
the functioning of the PFM system, 
including through TA grants to 
build capacity in specific areas 
and, more broadly, for initiatives to 
improve fiscal transparency. 

Sector and/or 
program-specific 
risks 

The energy sector is subject to 
a major structural reform that is 
still under implementation, 
including in making all entities 
fully functional and effective. A 
number of significant corporate 
governance weaknesses 
remain, which are in the 

Substantial ADB will continue to support 
energy sector entities, especially 
the JSC REN, in enhancing 
corporate governance, developing 
commercialization, and improving 
financial management capacities. 
A financial recovery strategy for 
the power sector with an action 

 
22 The committee comprises the MOE, MOF, Ministry of Economy and Industry, and the three new companies. 
23 ADB is primarily supporting the JSC Regional Electric Networks (REN), including the Territorial Distribution 

Joint Stock Companies (TDJSCs), while the World Bank focuses primarily on the JSC National Electricity 
Networks (NEN), and EBRD on the JSC Thermal Power Plants (TPP). 
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Risk Type Risk Description 
Risk 

Ratinga Mitigation Measures 
process of being addressed. plan will be prepared, and its 

implementation monitored. 
The methodology for electricity 
tariffs will be amended, and a 
roadmap for full cost recovery will 
be developed and implemented. 

Overall inherent risk Substantial  

Control Riskc 
Planning and 
budgeting 

Strategic and operational 
planning functions are weak. 

Substantial Annual business plans will be 
developed and approved for the 
three companies. 
KPIs will be developed for the 
three companies, including their 
management, in accordance with 
strategic sector and corporate 
objectives, and quarterly 
evaluations will be done. 

Funds flow The funds flow within the 
sector needs improvement.    

Substantial A new mechanism for cash flow 
within the sector will be developed, 
and agreements on supply and 
purchase of electricity will be re-
signed. 
A financial recovery strategy with 
action plan, including with 
improvement of operations and 
tariffs will be prepared and 
implemented. 
Amendments in the methodology 
for electricity tariffs formation will 
be prepared, and a roadmap for 
full cost recovery developed. 

Staffing The FM staffing of the three 
new companies comprises 
existing as well as newly hired 
staff, which will impact on 
competency and performance 
levels. The companies may 
have difficulties attracting and 
retaining qualified staff due to 
low salary levels. 

Substantial The introduction of a new 
corporate governance framework 
is supported by international 
specialists engaged by 
development partners based on 
TORs approved by the companies. 
A new policy and procedure for 
HRM will be developed and 
applied. 
KPIs relevant for HRM will be 
introduced, and quarterly reporting 
will be undertaken. 

Accounting Accounting procedures are not 
in line with international 
standards, which materially 
affect the financial statements; 
and staff capacities are weak. 
The billing system is poorly 
functioning. 

High Accounting policies will be 
developed and approved for the 
three companies. 
Capacity-building programs of 
accounting staff will be developed 
and implemented. 
A new system for commercial 
services management and billing 
will be developed and installed. 

Financial reporting Financial reporting based on 
IFRS is not yet fully 
developed, neither 
organizationally nor in terms of 

Substantial  IFRS-compliant reporting will be 
developed by setting up IFRS 
accounting divisions in the three 
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Risk Type Risk Description 
Risk 

Ratinga Mitigation Measures 
staff skills and capacities. companies. 

Consolidated IFRS-based financial 
statements will be prepared 
annually. 
IFRS-compliant financial 
statements will be publicly 
disclosed. 
Reports on the performance 
results of the three companies will 
be prepared and issued. 
A program for the management of 
commercial systems will be 
developed for JSC REN. 

Information 
systems 

An accounting software is in 
place for and used by JSC 
REN and the TDJSCs; but the 
platforms or versions differ, 
which adversely affects data 
consolidation. The accounting 
module for fixed assets is 
based on NAS. 

High A roadmap for the introduction of 
an ERP system will be prepared to 
improve accounting and financial 
reporting procedures on financial 
flows, accounting, and 
management of electricity 
networks in real time in all three 
companies. 

External audit National auditing standards 
are not fully aligned with ISA; 
and audit reports based on 
national standards are limited 
in terms of detail, as compared 
to international disclosure 
standards. 

Substantial An international audit firm will be 
engaged to audit the IFRS-
compliant financial statements of 
the three companies on an annual 
basis in line with ISA. 

Overall control risk High  

Overall Risk Substantial  

ADB = Asian Development Bank, ERP = enterprise resource planning, FM = financial management, HRM = 
human resources management, IFRS = International Financial Reporting Standards, ISA = International 
Standards on Auditing, JSC REN = Joint Stock Company Regional Electric Networks, KPI = key performance 
indicator, NAS = National Accounting Standards, PFM = public financial management, PIM = public investment 
management, TA = technical assistance, TDJSC = Territorial Distribution Joint Stock Company, TOR = terms of 
reference. 
a  Low, moderate, substantial, or high.  
b  The susceptibility of the program financial management system to factors arising from the environment in which 

it operates, such as country rules and regulations and the entities’ working environment (assuming absence of 
any counter checks or internal controls). 

c  The risk that the program’s accounting and internal control framework 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 pre-mitigation financial management risk is assessed as high. With 
implementation of the planned mitigation measures, the risk is assessed as substantial. 
 
D. Procurement System 
 
20. The proposed PBL program will, if and as procurement is undertaken, use the 
Government of Uzbekistan’s existing procurement system and procedures. This means 
applying the Public Procurement Law (PPL) and, where relevant, the electronic government 
procurement (e-GP) system, as well as using the existing approach for procurement 
monitoring and complaint management. 
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21. Country-level procurement system. The government has extensively reformed the 
public procurement system, including with a new PPL adopted in April 2018. The PPL and 
accompanying regulations provide a robust and modern procurement policy with principles in 
line with international practices, which together form a unified institutional and operational 
approach to procurement. 24  As the PPL is still relatively new, operationalizing the PPL 
provisions is a work-in-progress. All entities financed from the state budget and 
nonbudgetary state funds must follow the PPL, including legal entities with a state ownership 
share of 50% or more.25 Different procedures are used for projects financed by international 
financial institutions (IFIs). The web-based government procurement platform was launched 
in June 2018, and all tender procedures are now electronic. 
 
22. The PPL defines five procurement methods: competitive bidding; tender; direct 
contracting (single-source selection); electronic store (essential goods, works and services 
purchased through a portal); and electronic reverse auction (automatic selection of lowest 
bidder). All procurement methods involve some level of competition—except the electronic 
reverse auction, which apply direct contracting, in case of monopoly suppliers. Competitive 
bidding is the default method, but direct contracting is allowed if a case for noncompetitive 
tender is established. Bidding is open to both domestic and international firms. 
 
23. In 2017, data showed that 42% of tenders were procured by competitive methods 
and 58% as direct contract awards. This may, among others, be a result of the previous 
practice whereby, if no bids were received within the tender deadline, direct contracting was 
applied as an alternative. However, with the adoption of the new PPL as well as the 
introduction of the electronic platform, this practice has changed. Data for July–September 
2018 showed that competitive methods accounted for 88% of the total value of procured 
contracts.26 
 
24. Institutional arrangements and capacity. The roles and responsibilities of 
decision-making authorities specified in the new PPL are not always fully clear. In some 
areas, there are contradictions vis-à-vis pre-2018 regulations. However, the National Agency 
of Project Management (NAPM) has wide-reaching oversight of public procurement and is 
responsible for policy and regulation, including issuing standard bidding documents (SBDs), 
guidelines, and manuals. It also oversees the operator of the electronic ‘special information 
portal’ for procurement. The NAPM is likewise responsible for project-level decisions by 
reviewing and providing clearance of key procurement documents.27 
 
25. Procurement financed by IFIs and the activities of executing agencies, implementing 
agencies, and PMUs are coordinated by the State Committee for Investments.28 

26. The National Business and Management School was established in September 2018 
under the NAPM, which offers master’s programs, executive programs, and short-term 

 
24 ADB. 2018. Uzbekistan Country and Sector Procurement Risk Assessment Report. Technical Assistance 

Consultant’s Assessment Report. Manila. p. 4. 
25 However, Presidential Decree No. 3487, dated 22 January 2018, on “measures for supporting the activities of 

business and strategic entities,” allows 19 enterprises of strategic importance some exclusions from the PPL. 
The PPL also does not regulate procurement related to state security and national defense, and emergency 
situations. 

26 Footnote 4, p. 104. 
27 This includes project-specific tasks conducted through the Center for Comprehensive Expertise of Projects and 

Import Contracts, as detailed in Presidential Decree No. 3550, on “measures for improvement of the procedure 
for performing due diligence on pre-project, project, tender documentation and contracts,” dated 20 February 
2018. Procurement financed by IFIs is not covered by this decree. For more information, visit the National 
Agency of Project Management. 

28 Government of Uzbekistan. 2018. On Measures to Increase the Effectiveness of Preparation and 
Implementation of Projects with Participation of IFIs and Foreign Governmental Financial Organizations. 
Presidential Resolution No. 3857. Tashkent. 16 July. 

https://napm.uz/en/
https://napm.uz/en/
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training, including distance learning. 29 Efforts to increase capacity include a certification 
program on public procurement that was released in March 2019. Furthermore, MOF’s 
Training Center offers seminars on public procurement, including a forum in July 2019 for 
public officials, business representatives, and development partners on public 
procurement.30 
 
27. Article 42 of the PPL requires procurement information to be made publicly available. 
The official website, Special Information Portal for Public Procurement, includes tenders, 
contract awards, weekly and monthly procurement data, legislation and regulations, and 
other information.31 Procurement plans for budget organizations and corporate entities are 
likewise published online.32 
 
28. Procurement monitoring. According to the legislation, four organizations have 
monitoring functions on public procurement: NAPM, MOF’s Treasury, COA, and the 
Prosecutor General’s Office.33 Three types of monitoring are carried out: preliminary, current, 
and final control. Online access to an electronic database exists for all procurement methods 
and is available on the website of the MOF’s Training Center. 
 
29. Procurement complaints management. Complaints from bidders are handled by 
the Government of Uzbekistan’s Public Procurement Grievance Redress Commission, which 
is established based on the PPL (Article 73).34 The composition is determined by the NAPM 
and the Cabinet of Ministers, and comprises members from the NAPM (2), Ministry of 
Information and Communication (1), State Committee on Competition (1), Chamber of 
Commerce (1), and Commodity Exchange (2). Compared to the procedure previously in 
place, the new PPL is more favorable to the claimant. It also shortens the suspension time to 
one week. Decisions by the Commission may be appealed to the Higher Court. This may be 
relevant since the Commission is supported administratively by NAPM, which may be 
perceived as a potential conflict of interest as bidders can also complain about NAPM and 
the portal operator. 
 
30. Procurement risk assessment and mitigation measures. ADB’s 2018 Country 
and Sector Procurement Risk Assessment (CSPRA) report identifies a number of main risks 
and proposed risk mitigation measures (Table 2).35  
 

Table 2: Procurement Risks 

Risk Type Risk Description 
Risk 

Ratinga Mitigation Measures 

Legislative 
framework 

The roles and responsibilities of 
key decision-making entities 
specified in the PPL are not fully 
clear and should be clarified to 
avoid overlaps and potential 
conflicts of interest. 

Moderate Support the Government of 
Uzbekistan in updating the 
PPL to clarify institutional roles 
and responsibilities. 

 
29 Government of Uzbekistan. 2018. On Additional Measures for Improving Training and Advance Training in the 

Sphere of Project Management and Public Procurement. Presidential Resolution No. 3930. Tashkent. 5 
September. 

30 B. Sahifa. 2019. Public Procurement is the Basis of Wide Opportunities for Entrepreneurship Development (in 
Uzbek). Press release. Training Center of the Ministry of Finance. 27 July. 

31 Special Information Portal for Public Procurement (in Uzbek). 
32 Procurement plans for budget organizations are published on http://dxarid.uzex.uz/ru/plan (in Uzbek) and for 

corporate entities on http://exarid.uzex.uz/ru/plan (in Uzbek). 
33 Footnote 4, p. 103. 
34 Formally established by the NAPM Order No. 180, dated 1 May 2018, and the Ministry of Justice Registration 

No. 3013, dated 14 May 2018. 
35 Footnote 24, pp. 78–79. 

http://www.tcmf.uz/ru/post/view?slug=press-reliz-gosudarstvennie-zakupki--osnova-shirokih-vozmozhnostei-dlya-razvitiya-predprinimatelstva
http://xarid.uz/
http://dxarid.uzex.uz/ru/plan
http://exarid.uzex.uz/ru/plan
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Risk Type Risk Description 
Risk 

Ratinga Mitigation Measures 

Procedural 
guidance 

Lack of SBDs and procurement 
manuals may result in inadequate 
implementation of the PPL. 

High Work with the NAPM to 
develop and introduce SBDs 
and other procurement 
guidance. 

Procurement 
method 

Direct contracting may led to 
misuse, which would contribute to 
quasi-monopolistic controls and 
reduce confidence in the 
procurement system. 

High Work with the government to 
ensure that direct contracting 
is used only in exceptional 
circumstances. 

Procurement 
planning 

Lack of strategic procurement 
planning may result in inadequate 
market research and, thereby, in 
ineffective procurement. 

Moderate Support the NAPM in 
introducing procurement 
planning guidance to improve 
market research in the tender 
context. 

Complaints 
mechanism 

The NAPM’s role in supporting the 
Public Procurement Grievance 
Redress Commission may raise 
concerns about conflicts of 
interest. 

High Work with the government to 
establish administrative 
procedures that reduce any 
potential conflicts of interest. 

Transparency and 
integrity 

Lack of third-party observers in bid 
opening processes could indicate 
vulnerability to corrupt practices or 
manipulation. 

Moderate Support the government in 
updating the PPL to allow for 
third-party observers in the bid 
opening process. 

Electronic 
procurement 

Absence of a fully functional e-
procurement system limits the 
effectiveness and transparency of 
public procurement. 

Low Assist the portal operator to 
further develop the e-GP 
system. 

Overall Risk  Moderate  
e-GP = electronic government procurement, NAPM = National Agency of Project Management, PPL = Public 
Procurement Law, SBD = standard bidding document. 
a  Low, moderate, substantial, or high. 
Source: Asian Development Bank. 
 
31. The CSPRA assesses the country-level procurement risk as moderate.36 
 
32. Public procurement in Uzbekistan continues to be considered a high corruption risk 
area, although the recent developments are deemed conducive for mitigation of such risks. 
37  To make further improvements, the OECD has recommended adopting a separate 
procurement law for SOEs (or introducing relevant provisions into the PPL), in particular to 
increase the share of competitive bidding. Other recommendations relate to ensuring 
separation of legislative (regulatory), executive, and controlling functions; creating a 
functioning appeals system; further developing e-procurement; improving the rules for 
blacklisting bidders; and strengthening mechanisms for detection and prevention of conflicts 
of interest (footnote 37). 
 
 
 
 

 
36 Footnote 24, p. 81. 
37 OECD. 2019. Anti-Corruption Reforms in Uzbekistan: Istanbul Anti-Corruption Action Plan Fourth Round of 

Monitoring. Paris. p. 12. 
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E. Anticorruption System 
 
33. The Government of Uzbekistan has, in recent years, undertaken a number of key 
reforms in fighting corruption, which are initiated by the top political leadership.38 While these 
are at the initial stages of development and introduction and, hence, is too early to assess 
their practical outcomes, concurrent and notable improvements in corruption perception 
surveys (e.g., Transparency International’s Corruption Perception Index) are observed since 
the early 2010s.39 However, corruption continues to be perceived as very high among public 
officials. 
 
34. The main policy document for fighting corruption is the State Anti-Corruption Program 
(2019–2020),40 which outlines the government’s priority directions including strengthening 
the judiciary, reforming the civil service, introducing an income declaration system for civil 
servants, and improving the frameworks for addressing conflict of interest. Other measures 
include whistleblower protection, awareness raising, accountability and transparency 
enhancements, and the freedom of civil society organizations (CSOs) and the mass media. 
Political statements pledging commitment to fight corruption have a positive effect in 
improving openness and transparency as well as in facilitating dialogue with civil society 
(footnote 37). Policy implementation is, furthermore, supported through various departmental 
action plans, some of which are developed based on national-level and sector surveys. 
 
35. Uzbekistan’s legal framework for anticorruption was significantly strengthened with 
the adoption in January 2017 of the Law on Anti-Corruption.41 It established anticorruption 
mechanisms including inter-agency commissions, defined principles and concepts, and 
outlined various measures to prevent corruption. Other important legal reforms include the 
adoption in January 2018 of the Law on Administrative Procedures,42 which regulates the 
administrative and legal activities of administrative bodies, and aims to ensure the rights and 
legitimate interests of individuals and legal entities in relation with administrative bodies. 
While many other new laws and regulations have been developed, or existing ones 
amended, many further changes are necessary—e.g., to the 1994 Criminal Code (to 
criminalize all types of bribery offences and to criminalize trading in influence according to 
international standards) and the 2007 Law on Principles of and Guarantees for Freedom of 
Information (to limit the discretionary powers of officials regarding possible refusals to 
provide information). Also, a legal framework for asset declaration is yet to be adopted. 
 
36. The institutional framework for anticorruption includes the newly established 
Republican Inter-agency Commission (RIC), including its territorial commissions, which is 
charged with developing and implementing anticorruption programs, monitoring 
implementation, coordinating activities across state bodies, increasing awareness, proposing 
legal and regulatory amendments, and gathering and analyzing relevant data. 43  Other 

 
38 Footnote 37, p. 8. 
39 The Corruption Perception Index (CPI) score for Uzbekistan increased from 19 for 2015 to 25 for 2019. Other 

international surveys—e.g., Freedom House’s Nations in Transit and the World Bank Institute’s Worldwide 
Governance Indicators (WGIs)—likewise show improvements in corruption control measures in recent years. 
Also, the rating of the ‘Transparency, Accountability and Corruption in the Public Sector’ indicator in the World 
Bank’s IDA Resource Allocation Index (IRAI) and ADB’s Country Performance Assessment (CPA) increased 
for 2018 and 2016, respectively. It must be noted, however, that the CPI and the WGIs show that the improving 
trend started already in the early 2010s (i.e., under the old regime). 

40 Government of Uzbekistan. 2019. On Measures to Further Improve the Anti-Corruption System in the Republic 
of Uzbekistan. Presidential Decree No. UP-5729. 27 May. 

41 Government of Uzbekistan. 2016. Law of the Republic of Uzbekistan on Combating Corruption (in Uzbek). Law 
No. ZRU-419. 13 December. 

42 Government of Uzbekistan. 2017. Law of the Republic of Uzbekistan about Administrative Procedures (in 
Uzbek). Law No. ЗРУ-457. 20 December. The law came into effect on 9 January 2018. 

43 The RIC has a significant set of objectives, but falls short in terms of its human and financial resources—e.g., it 
lacks a permanent secretariat (footnote 37, p. 9). 

https://lex.uz/docs/4056495
https://lex.uz/docs/3492203
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important entities include the Prosecutor General’s Office (which has units tasked with 
investigating and prosecuting corruption, economic crimes, and money laundering), the 
State Security Service, Ministry of Internal Affairs, and Ministry of Justice. The COA 
performs financial audits aimed at detecting fraud and corruption crimes. 
 
37. The Government of Uzbekistan’s international commitments to fighting corruption 
include acceding to the United Nations Convention against Transnational Organized Crime 
in 2003 and the United Nations Convention against Corruption in 2008. Uzbekistan is a 
member of OECD’s Anti-Corruption Network, an outreach program of the Working Group on 
Bribery, but it has not signed the OECD Anti-Bribery Convention. It is also not part of the 
ADB-OECD Anti-Corruption Initiative for Asia and the Pacific. However, it is a member of the 
Eurasian Group on combating money laundering and financing of terrorism (EAG).44 
 
38. The government has, since early 2017, as stipulated in the Law on Anti-Corruption, 
carried out a vast number of anticorruption awareness and training measures, some of which 
are organized together with CSOs (footnote 37). Public authorities have also initiated 
dialogue and cooperation with CSOs, including setting up public councils to advise 
authorities. Efforts are being made to evolve the system of public review of draft legal acts 
and regulations. Furthermore, anticorruption training programs have been introduced across 
educational institutions. However, going forward, clearer mechanisms for CSO involvement 
are required. 
 
39. Judicial reform is an area where substantial progress is needed to ensure genuine 
independence and integrity of the court system. While the Supreme Judicial Council and an 
agency that supports activities of the courts were established,45 much further work remains 
to be done to build a modern judicial system. The current system remains hierarchical; with 
excessive influence of court presidents, political bodies, and prosecution authorities, there is 
no genuine independence of judges.46 Significant reform is also required as regards the 
prosecutorial authorities, which are still not sufficiently independent of political influence. 
 
40. ADB’s anticorruption policy has been communicated to the Government of 
Uzbekistan. It is thus informed that the policy includes blacklisting of corrupt service 
providers, program monitoring by ADB’s Office of Anticorruption and Integrity, and that ADB 
reserves the right to investigate allegations of fraud and corruption related to the PBL 
operation. Key risks and mitigation actions, including relating to corruption, are summarized 
in the linked documents. 
 
F. Conclusions and Recommendations 
 
41. The Government of Uzbekistan has, in the past few years, undertaken significant 
reforms across all three governance themes—PFM, procurement, and fighting corruption—
which, although to some extent are still work-in-progress, have produced notable and 
tangible results. Hence, ADB’s fiduciary responsibility to ensure that loan proceeds are used 
only for the purposes for which they were granted, would (given the context) appear to be 
well-addressed. Further initiatives could be considered, including preparation of (if deemed 
relevant) program-specific guidelines for preventing and mitigating fraud and corruption risks. 
 

 
44 The EAG is a regional body and an associate member of Financial Action Task Force (FATF), which was set 

up in 2004 to assist member states implement the FATF recommendations on anti-money laundering and 
combating financing of terrorism, as well as undertake mutual evaluations. 

45 Government of Uzbekistan. 2017. Law about the Supreme Judicial Council of the Republic of Uzbekistan (in 
Uzbek). Law No. ЗРУ-427. 28 March. 

46 Footnote 37, p. 10. 

https://lex.uz/docs/3153671
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