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A. INTRODUCTION 

 

1. Context 

 

Manas Taalimi, a health sector development program covering the period of 2006-2010, was 

developed in 2005 by the Ministry of Health as a successor to the first broadly successful Manas I 

strategy and is an expansion of the health goals embedded in the National Poverty Reduction 

Strategy (NPRS) and Comprehensive Development Framework (CDF).  It aims to institutionalize 

the reforms initiated under Manas I and to strengthen parts of the health system that were 

relatively less emphasized under Manas I.  In particular, it seeks to strengthen the targeting of 

resources and interventions at groups with worse health outcomes, including Millennium 

Development Goal (MDG) outcomes; implement structural improvements in the public health 

and health promotion systems; enhance capacity in the Ministry of Health (MOH) and other 

relevant institutions in policy formulation, priority setting, policy-based budget planning and 

monitoring and evaluation; and strengthen quality of care with a focus on priority health problems 

including cardiovascular diseases, respiratory illnesses, HIV/AIDS and tuberculosis.  The strategy 

was developed and refined through extensive stakeholder consultations.  These included a 

traveling road show with town-hall meetings throughout the country, consultations with senior 

officials in government, and numerous formal and information consultations with health sector 

donors.  In keeping with the spirit of a SWAp, the process was led by the government—which 

gave a core team of health specialists from MOH, Sanitary Epidemiological Surveillance (SES), 

Mandatory Health Insurance Fund (MHIF) and other key institutions extended leave to work on 

the strategy and provided re-entry guarantees to their original posts—and was carried out in an 

open, transparent manner with full inclusion of donor partners.  The process took place against a 

complex social and political background that included unexpected changes in senior MOH staff 

early in 2005, uprisings in March and June, the ouster of President Akaev, the restoration of 

political stability in July and subsequent reforms to the Kyrgyz government structure.  These 

developments tested the Ministry’s leadership of the reform process and the ability of the donor 

community to respond with a single voice—both of them preconditions for an effective sector-

wide approach (SWAp)—and confirmed the readiness of the Kyrgyz health sector for a SWAp. 

 

The objective of the Manas Taalimi Program is, broadly, to “improve health status through the 

creation of an effective, comprehensive and integrated delivery system of individual and public 

health services, and through increased responsibility of every citizen, family, society, and public 

administration bodies for health of each person and for society as a whole.”  It encompasses a 

range of activities designed to improve access, financial protection, efficiency, equity, 

transparency, responsiveness and fiduciary performance in the Kyrgyz health sector.   

 

The Manas Taalimi strategy is accompanied by a five-year Program of Work (POW), a five-year 

sector expenditure program and Medium-Term Budget Framework (MTBF), and a panel of sector 

monitoring indicators.  These will form the basis of donors’ financial support, both for investment 

and recurrent costs, and of efforts to monitoring sector performance. 

 

2. Rationale 

 

The First and Second Health Sector Reform Projects financed by the Bank used a traditional 

project implementation structure with a stand-alone Project Implementation Unit (PIU).  The 

Second Health Sector Reform Project divided fiduciary and administrative functions from 

technical functions by having two separate but related units: a PIU for the administrative and 

fiduciary work and a Technical Coordination Unit (TCU) for component coordinators and 

technical issues.  Under Manas Taalimi these fiduciary and technical functions will be integrated 
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into the country’s health sector systems and structures.  This arrangement—with high-level policy 

coordination and fiduciary functions integrated into the health sector’s fiduciary systems and 

technical decisions taken in each of the Ministry’s own technical units—is an evolution from the 

PIU/TCU model employed under Health II and is responsive to the SWAp approach that has been 

adopted for Manas Taalimi.   

The Articles of Agreement
1
 establish the Bank's fiduciary responsibility to ensure that the funds it 

provides to the member-countries are used only for specified purposes, with due attention to 

economy and efficiency. Bank policy requires borrower (or recipient of Bank grant funds) and 

project implementing entities to “maintain financial management systems—including accounting, 

financial reporting, and auditing systems—adequate to ensure that they can provide to the Bank 

accurate and timely information regarding project resources and expenditures.”
2
  In 1998, the 

Bank established a requirement that the financial management arrangements of new projects be 

assessed before the project is presented to the Board for approval. Similarly, the Bank policy 

requires implementing agencies to have adequate capacity to carry out procurement of goods, 

works and services included in the project as well as define responsibility of the Bank staff to 

undertake an assessment of the capacity and procurement arrangements in place to ensure that is 

it is adequate to the implementation complexity of the project.
3
  

Accordingly, and because Manas Taalimi will be implemented through the health sector’s 

fiduciary systems, an assessment of those health sector fiduciary systems is required. 

 

The purpose of this fiduciary assessment is twofold: (i) to determine the fiduciary reliance that 

may be placed on the financial management, procurement and internal control arrangements of 

these institutions as procuring entities and/or entities reporting on the use of the pooled funds; and 

(ii) to assess the financial management, procurement and internal control arrangements of the 

institutions implementing Manas Taalimi with a view to making recommendations to improve the 

capacity of those institutions in the short-, medium- and long-term.   

 

Accordingly, this HSFA supports both: (a) the Bank’s fiduciary responsibilities by identifying the 

strengths and weaknesses of these institutions’ financial management and procurement 

arrangements in order that risks associated with the use of Bank funds may be assessed and 

managed; and (b) the Manas Taalimi development objective by facilitating a common 

understanding by the Government, the Bank and participating Manas Taalimi donors of the 

fiduciary risks attaching to the financial management and procurement arrangements of the health 

sector in order that appropriate capacity-building programs may be designed and implemented. 

 

The HSFA is not an audit.  It is not intended to be and does not provide assurance on the specific 

uses to which Budget, Bank or donor funds have been or will be applied. 

 

3. Scope 

 

Consistent with the HSFA Concept Note of June 28, 2005, the scope of the HSFA was 

determined primarily by reference to the materiality of the institutions, fiduciary systems and the 

flows of funds between these institutions in respect of these fiduciary systems for the 

implementation and financing of Manas Taalimi.   

                                                 
1
 See IBRD Articles of Agreement, Article III, Sections 4 and 5, and IDA Articles of Agreement, Article V, 

Section 1. 
2
 See Operational Policies (OP)10.02, section 1, Financial Management  

3
 See Operational Policies (OP)11.00 
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The 2006 budget for Manas Taalimi’s recurrent expenditures exclusive of donor financing in 

accordance with both administrative unit and program classifications as well as the budget for 

capital investments inclusive of donor financing are presented in Annex G.1.  The institutions and 

flows of funds included within these budgets are presented in diagrammatic form in Annexes G.2 

and G.3. 

 

Accordingly, the fiduciary assessment included the following: 

 

 Institutions’ fiduciary frameworks –the Ministry of Health, the Mandatory Health 

Insurance Fund and its Territorial Departments as well as a sample selection of health 

care providers. 

 Fiduciary systems – distribution of health sector resources amongst health sector 

institutions, health sector expenditure systems and procurement systems. 

 

In addition, issues raised in country fiduciary diagnostics were considered for their implications 

on the health sector. 

 

4. Fiduciary assessment framework 

 

The fiduciary assessment framework followed for this HSFA is consistent with the Fiduciary 

Arrangements for Sectorwide Approaches (SWAps): Guidelines to Staff (November 22, 2002) 

issued by the Financial Management and Procurement Sector Boards of the World Bank.  A 

summary of these requirements is presented in Annex G.7. 

 

B. SUMMARY OF FIDUCIARY RISKS AND ASSOCIATED MITIGATION AND 

CAPACITY-BUILDING MEASURES 

 

This section presents the fiduciary issues and risks attaching to the financial management and 

procurement arrangements of the health sector institutions participating in Manas Taalimi 

together with recommendations to address these issues and risks.  The recommendations are 

presented in terms of immediate risk mitigation actions required prior to Manas Taalimi 

implementation as well as longer-term capacity-building measures. 

 

Some of these fiduciary issues and risks are attributable directly to the fiduciary systems of the 

health sector and therefore both fall within the direct influence of the relevant health sector 

institutions. However, other fiduciary risks relate to country’s general fiduciary systems and are 

therefore not within the direct influence of the health sector. Accordingly, the conclusions and 

recommendations of the HSFA are presented in terms of country and health sector issues in order 

that they may be more easily identified.  The country-level recommendations that derive from the 

HSFA or have already been identified in other analytical studies and are now reinforced by the 

HSFA are presented in Annex G.7  
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

1. Country Issues    

Budget formulation.  Budget 

formulation process remains 

fragmented, with three parallel 

processes in budget preparation.  

Annual Budget formulation prevails 

over program budgeting. (see D.1) 

The Manas Taalimi program may not be 

synchronized with the Annual Budget. 

Manas Taalimi partners will focus on the 

Manas Taalimi program budget.  The 

Annual Budget has been and will continue 

during implementation to be reconciled to 

the Program Budget by the MOH/MHIF. 

(During Implementation) 

The MOH will continue MTBF exercise to train 

staff and streamline preparation of annual 

budget on the program-based approach. (During 

Implementation). 

 

The program initiated by the MOH and MHIF  

in 2004 to implement a robust modified 

accruals-based accounting and financial 

reporting system that is able to incorporate key 

accounting controls, consolidate health sector 

expenditures, and capture and report on key 

management information across all health sector 

institutions should be completed. (Medium-

term) 

Budget execution.  Budget 

execution is undermined by lack of 

budget credibility and 

unpredictability in the availability of 

funds for commitment of 

expenditures by spending ministries 

and units. (see D.1) 

Insufficient funds may be made 

available for implementation of the 

Manas Taalimi program. 

MOH and MHIF will produce quarterly 

financial reports on Manas Taalimi program 

budget execution.  It is expected that annual 

budgets will be fully executed against 

agreed targets.  Issues affecting budget 

execution will be considered for their impact 

on program implementation. (During 

Implementation) 

 

Accounting and financial 

reporting. Although Budget entities 

prepare modified accruals-based 

financial statements, consolidated 

financial statements are prepared and 

Budget outturn is monitored only on 

a cash-basis. Thus the extent of 

unpaid liabilities and expenditures of 

the health sector is unclear.  (see 

D.1) 

It is probable that health sector 

expenditures have to-date been 

consistently under-reported.  It is 

therefore possible that extra funds made 

available by donors to the health sector 

through the SWAp will be used to 

discharge existing debts rather than 

increase expenditures on agreed health 

program priorities. 

MOH to prepare and submit draft Manas 

Program Operational Manual for the Bank’s 

review including report formats: (By 

Negotiations) 

 

MHIF to submit test reports on expenditures 

on the Program of State Guarantees and the 

Outpatient Drug Benefit program for the six 

month ending-June, 2005, in Program 

Format: (By Appraisal) 

 

MOH and MOF to confirm that reports for 

health sector expenditures will be submitted 

to the Bank in Program Format: (By 

The program initiated by the MOH/MHIF in 

2004 to implement a robust modified accruals-

based accounting and financial reporting system 

that is able to incorporate key accounting 

controls, consolidate health sector expenditures, 

and capture and report on key management 

information across all health sector institutions 

should be completed. (Medium-term) This 

activity neither foresees the development of new 

accounting policies nor does it envisage 

implementing a subset of a whole-of-

government accrual accounting system.  Both of 

these would require both significant resources 

and a significant timeframe beyond those 
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

Negotiations) available under Manas Taalimi as well as 

significant inputs and consultation beyond the 

health sector alone.  Rather, the program 

foresees introducing a relatively simple and 

cheap way of automating an existing process 

and adding program budgeting using a widely 

available SME commercial software package, 

1C Bookkeeping System, that has already been 

determined as suitable for the purpose.  This 

will save time that each health facility currently 

spends on accounting (they currently manually 

produce 32 sets of financial statements every 

quarter) and greatly facilitate the process of 

consolidation (each facility currently sends its 

data in hard copy to a TD MHIF).  The term, 

“modified accruals-based accounting”, is used 

to refer to existing Kyrgyz accruals-type 

accounting regulations rather than the 

introduction of IPSAS-compliant accruals 

accounting or similar measurement framework. 

 

External audit.  There are presently 

no explicit arrangements for the 

external audit of Manas Taalimi. (see 

C.3) 

There will be no independent third-party 

assurance on the use of program 

expenditures. 

Obtain agreement from the Kyrgyz Supreme 

Audit Institution, the Chamber of Accounts, 

on acceptable external audit arrangements. 

(By Negotiations) 

N/A 

The capacity of the Kyrgyz Supreme 

Audit Institution, the Chamber of 

Accounts, is weak. (see D.1 and D.2) 

Independent third-party assurance on the 

use of program expenditures will be 

weak. 

Implement a twinning arrangement between 

the Chamber of Accounts and experienced 

auditors (Agree by Negotiations) 

 

Require that experienced auditors perform 

an annual Operational Review of the Manas 

Taalimi program focusing on key areas of 

fiduciary risks. (Agree by Negotiations) 

The State Commission on Public 

Procurement and Material Reserves 

(SCPPMR) will continue training of the 

COA staff in conducting ex-post 

procurement reviews. Participation in the 

Bank’s procurement supervision missions 

The project envisions twinning arrangement for 

the Chamber of Accounts with a reputed 

Supreme Audit Institution in order for it carry 

out necessary financial statement audits. The 

twinning arrangements are expected to 

contribute toward strengthening of CoA’s 

technical capacity to carry out financial audits, 

and improving audit methodology and practices. 

 

The Operational Review carried out by 

independent professional audit firm will enable 

the newly established internal audit units to 

learn the methodology and processes.  
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

conducting ex-post procurement reviews 

was offered to the COA and the SCPPMR 

(During Implementation)  

Social Fund.  The SF remits 

revenues collected for health 

insurance to the MHIF on a monthly 

basis.  The SF previously 

accumulated arrears but it is 

understood that these have now been 

substantially reduced. There is no 

independent verification of the 

amounts remitted by the SF. (see F.1, 

E.2) 

 

The administrative budget of the 

MHIF is financed by and negotiated 

directly with the SF and is not 

included on-Budget. (see D.1) 

Resources that should be made available 

to the health sector may not be getting to 

the health sector. 

 

The lack of Budget comprehensiveness 

undermines the efficient allocation and 

transparency of public sector resources. 

It is expected that annual budgets will be 

fully executed against agreed targets.  It is 

envisaged that joint financiers will monitor 

budget execution on a quarterly basis with 

the expectation of a Budget Deviation Index 

in public spending for health of less than 5 

percent.  (During Implementation) 

N/A 

Procurement legislative and 

regulatory framework. Following 

adoption of the new public 

procurement law in 2004, 

development of implementation 

regulations and model bidding 

documents is needed to facilitate 

implementation of the law into 

practice (see D.2) 

Absence of implementation regulations 

creates a risk of misinterpretation of the 

law when applied by different procuring 

entities. 

 

In the absence of the model bidding 

documents procuring entities continue to 

use an outdated version prepared for the 

previous law of 1999 which brings 

distortion into procurement practice and 

often leads to violations of the current 

public procurement law. 

The MOH will take the lead on preparation 

of the bidding documents for the use by the 

health sector procuring entities. It will be 

done on the basis of the model documents 

developed by the SCPPMR. Bidding 

documents templates will be included in the 

Program Operational Manual and will 

become mandatory to use for all health 

sector procuring entities 

(By Effectiveness – early 2006) 

Implementation regulations, model bidding 

documents developed by the SCPPMR and the 

Program Operational Manual developed with an 

assistance of the PHRD-funded consultant will 

be used as training materials for training of staff 

of the health sector institutions involved in 

public procurement. Throughout the life of 

Manas Taalimi both national and sub-national 

levels will be covered contributing to capacity 

building of the entire sector (During 

Implementation). 

Procurement Operations and 

Market Practices. Advertisement 

procedures are not of adequate 

standards. Public Procurement 

Bulletin (of the SCPPMR) charges 

government  institutions a fee for 

announcing tenders and does not 

place the whole notice 

(advertisement) (see D.2 and C.5) 

Limited budget of public institutions 

may prevent from using the Bulletin for 

advertisement of upcoming business 

opportunities, thus, limit the 

competition.  

 

Lack of full text of advertisements 

affects transparency as the key terms of 

the competition are not disclosed 

In addition to current practice of the 

Procurement Bulletin, all advertisements for 

tenders (for goods and works) and selection 

of consultants will be posted on the 

dedicated section of the MOH/MHIF 

websites. In addition, international tenders 

and selection of consulting firms notices 

will be placed in the UN Development 

Business (for free). 

Introduce routine practice of placing on-line 

advertisements with disclosed terms of the 

competition as well as results of contract awards 

on the web site of the procuring entities would 

contribute to development of adequate 

institutional behavior and corporate ethics 

promoting the spirit of transparency in all steps 

of procurement process (During 

Implementation) 
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

upfront (During Implementation) 

Procurement Planning. Annual 

planning does not leave room for 

multi-year contracts and is not linked 

to program-based budgeting (see D.2 

and C.5) 

Disconnect between annual procurement 

planning practices and the need for 

multi-year contracts (especially in case 

of technical assistance contracts). 

The MOH to adopt a rolling multi-year 

procurement plan linked to the Program of 

Work (By Negotiations- finalize Year 1 

plan) 

Train MOH/MHIF fiduciary staff in appropriate 

planning and alignment of procurement plans 

with program-based sector budget- with an 

assistance from consultants funded under PHRD 

or/and Year 1 work program (2005-2006)  

Procurement Organization and 

Staffing. The law requires each 

procuring entity to assign a unit 

responsible for procurement 

function, however, not much 

progress has been made in 

implementing this requirement. 

 

Government regulation on 

permanent tender committees remain 

enforced creating possibility for 

collusion, corruption, illicit alliances 

and conflict of interest (see D.2, C.5, 

E.1) 

Absence of dedicated procurement team 

(either a separate unit or a team within 

the finance department) in the 

MOH/MHIF questions its ability to 

manage a substantially increased 

workload to administer procurement of 

investment expenditures planned under 

Manas Taalimi.  

 

Permanent tender committees create 

possibility for collusion, corruption, 

illicit alliances and conflict of interest.  

The MOH/MHIF to include a procurement 

unit in the new organizational structure (By 

Appraisal), assign and/or recruit required 

staff and make it operational (By 

Effectiveness) 

 

The MOH will enforce practice of ad hoc 

committees from the pool of sector 

specialists trained by the SCPPMR. Program 

Operational Manual will include guidelines 

for tender committee members and 

disclosure forms.  

The MOH/MHIF will create cadre of qualified 

and trained staff capable of administering sector 

procurement irrespective of the sources of 

financing. Training will be done through 

provision of technical assistance (Procurement 

consultant/Advisor), attendance of specialized 

training courses and analysis of ex-post 

procurement audit’s findings and 

recommendations (Mid-Term)  

2. Sector Issues    

Flow of resources.  A revised 

schema for the flow of in-country 

resources for both recurrent and 

investment expenditures was devised 

and agreed upon based on changes in 

legislation and to reflect Manas 

Taalimi implementation 

responsibilities.  This revised schema 

has not been formally approved. (see 

F.1) 

In the absence of formal agreement to 

the revised schema for the flow of 

resources, there is a risk of 

implementation delays. 

 

Obtain formal agreement from the MOF and 

MOH to the revised schema for the flow of 

resources 

 (By Appraisal) 

 

MOH and MOF to issue delegation of 

authority to MHIF in respect of flow of 

TD MHIF resources  (By January 1, 2006) 

 

Incorporate agreed schema for transfer of 

resources in Project Operations Manual (By 

Negotiations) 

N/A 

 

The Bank will and other donors may 

provide funds for on-Budget 

“pooling”. (see C.3) 

There is a risk that funds provided for 

on-Budget “pooling” do not reach the 

Budget. 

Require an annual audit confirmation that 

funds provided for on-Budget “pooling” 

were in fact received into the Budget. 

N/A 

Various donors have not yet agreed 

on financing that will be made 

There is a lack of certainty regarding 

available donor financing for the 

A Memorandum of Understanding between 

government and donors will need to be 

N/A 
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

available to finance Manas Taalimi. 

(see C.4) 

 

 

Donors have also not yet agreed 

upon the modalities for the transfer 

of their resources (either on-Budget 

pooling or off-Budget parallel 

financing).  No implementation 

arrangements have been established 

for off-Budget parallel financing. 

(see C.4) 

program and hence an inability to 

finalize the design of the Manas Taalimi 

program. 

 

Should any donors opt to provide their 

financing through off-Budget parallel 

financing, there could be delays in 

program implementation as a result of 

the need to establish appropriate 

implementation arrangements. 

 

concluded. (By Negotiations) 

 

During program implementation, 

government and joint financiers will meet 

during the May and September Health 

Summits of the preceding year and agree 

upon disbursements for the following year.  

No disbursement conditions are envisaged, 

though the level of disbursement will be 

adjusted periodically based on sector 

performance and the completeness of budget 

execution against agreed targets. (During 

Implementation) 

 

Accounting and reporting.  
Accounting staff in the MOH and 

MHIF perform budgeting, economic 

analysis, accounting and reporting in 

a mechanical manner in accordance 

with a regulated framework. (see 

D.1) 

Management currently is not able to 

review key financial information in 

order that it may appropriately assess 

the impact of health sector policy and 

reform. 

 

MOH to prepare and submit draft Program 

Operational Manual, including report 

formats for the Bank review  (By 

Negotiations) 

 

Technical Assistance will be provided to train 

staff in modern management accounting 

techniques. (Short-term) 

 

Reporting at the central levels is still 

very fragmented and is based on 

source of funding with no 

consolidation done to provide a 

whole-of-sector view. (see E.1, E.2 

and D.1) 

 

The MOH accounting system is 

rudimentary and does not enable 

consolidated health sector financial 

statements as well as key financial 

indicators to be readily produced. 

(see E.1 and C.3) 

 

The accounting records of the MOH 

and other health sector institutions 

are maintained in manual form and 

certain basic controls over these 

Monitoring of program expenditures 

will not be possible. 

 

The absence of basic controls over 

accounting records may result in 

incomplete accounting records and the 

incorrect presentation of financial 

statements which form the basis of key 

management decisions. 

 

There is a considerable duplication of 

effort with manual accounting systems 

with consequent risks to accuracy and 

reliability of information. 

 

Salaries may be incorrectly computed 

and paid (over- or under-paid). 

 

MOH to prepare and submit draft Project 

Operations Manual for IDA review 

including report formats: (By Negotiations) 

 

MHIF to submit test reports on expenditures 

on the Program of State Guarantees and the 

Outpatient Drug Benefit program for the six 

month ending-June, 2005, in Program 

Format: (By Appraisal) 

 

MOH and MOF to confirm that reports for 

health sector expenditures will be submitted 

to the Bank in Program Format: (By 

Negotiations) 

 

MOH and MHIF to introduce basic controls 

over primary and secondary accounting 

records, including payroll and contracting, 

The program initiated by the MOH/MHIF in 

2004 to implement a robust modified accruals-

based accounting and financial reporting system 

that is able to incorporate key accounting 

controls, consolidate health sector expenditures, 

and capture and report on key management 

information across all health sector institutions 

should be completed. (Medium-term) 
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

records are not performed. (see E.1) 

 

The accounting records of the MHIF 

are maintained in a combination of 

manual and computerized accounting 

systems. (see E.2) 

 

Payroll systems are often manual and 

lack certain key controls. (see F.3) 

 

Contract monitoring is weak. (see 

F.3) 

It is not possible readily to determine the 

outstanding amounts due on contracts 

already concluded. 

 

Amounts outstanding on contracts may 

be incorrectly computed and paid (over- 

or under-paid).  

and document these in the Program 

Operational Manual (Short-term) 

MOH procurement is done by one 

specialist from the accounting and 

reporting unit. (see E.1) 

There is an inappropriate segregation of 

duties for an organization of this size in 

that procuring and contracting personnel 

should not also be responsible for 

accounting for these transactions. 

A procurement unit should be established 

within the MOH and the procurement 

specialist re-assigned to this unit. (By 

Negotiations) 

Appropriate financial management and 

procurement policies and procedures should be 

devised for the MOH and detailed in the 

Program Operational Manual. (Short-term) 

Internal audit.  There are presently 

no internal audit functions within 

any health sector institutions, and 

there is no practice of periodic 

review of systems and procedures. 

(see D.1, E.1 and E.2) 

The basic control framework is weak.  

Coupled together with the absence of a 

strong external audit function, there is a 

risk that both fiduciary and operational 

procedures and controls may not be 

being applied as designed and funds 

may not be used with due regard for 

economy, efficiency and the purposes 

for which they were intended. 

Include internal audit units within the new 

organization structures of both the MOH 

and MHIF. (By Negotiations) 

 

Train the internal audit functions of the 

MOH and MHIF in internal audit techniques 

(Short-term) 

 

Require an annual Operational Reviews of 

the Manas Taalimi program focusing on key 

areas of fiduciary risks. (Agree by 

Negotiations) 

Establish and train internal audit functions 

throughout all significant health sector 

institutions. (Medium-term) 

 

Expand the remit of the internal audit functions 

of the MOH and MHIF to include an audit of 

the healthcare facilities financed through them 

(Short-term) 

 

Organizational Structure for 

procurement function.  The MOH 

current organizational structure does 

not include a procurement unit 

and/or adequate staffing to manage 

increased volume of procurement 

work under Manas Taalimi 

investment program (E.1) 

Existing structure and procurement 

staffing are not adequate to absorb 

donors funding for investment 

expenditures 

Establish a procurement unit and 

assign/recruit of a minimum of 3 staff in the 

MOH (for goods, works, TA)and 2 in the 

MHIF (for TA and training) for 

administering procurement under investment 

program (By Negotiations) 

Individual training plans for procurement staff 

of the MOH/MHIF will be developed prior to 

Effectiveness and implemented throughout the 

implementation period to maintain a critical 

mass of trained specialists. On-the-job training 

in international tenders and selection of 

consulting firms will be arranged through 

international procurement consultant/advisor  
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Finding / Issue Implications / Implementation Risks for 

Manas Taalimi 

Manas Taalimi Implementation Risk 

Mitigation Measures  

Capacity-building Measures through Manas 

Taalimi implementation 

Corruption Issues 

 

Misuse of funds.  The funds may 

not be used efficiently or effectively 

or for the purposes intended. 

 

There is a risk that the health program 

may suffer as a result of misuse or 

wastage of funds. 

 

Several risk mitigation measures have been 

included in the program such as  

independent ex-ante verification by the 

treasury before making payments in respect 

of budget items, operational review to be 

conducted by an independent auditor, 

rigorous procurement reviews, independent 

and separate procurement audit, by requiring 

increased disclosure of project activities to 

the public, strengthened complaint handling 

mechanism, and a set of sanctions and 

remedies should an instance of corruption 

come to light 

 

N/A 
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C. CONCLUSIONS AND SUMMARY OF MANAS TAALIMI FIDUCIARY 

IMPLEMENTATION ARRANGEMENTS 

 

1. Summary of fiduciary assessment
4
 

 

Manas Taalimi will be implemented using and relying on the country’s health sector existing 

financial management and procurement systems to the maximum extent possible with additional 

systems and controls introduced only where necessary to mitigate the risks attaching to these 

systems.  Manas Taalimi’s fiduciary arrangements were assessed in this Health Sector Fiduciary 

Assessment (HSFA) the purpose of which was (i) to determine the fiduciary reliance that may be 

placed on the financial management, procurement and internal control arrangements of these 

institutions as procuring entities and/or entities reporting on the use of the pooled funds; and (ii) 

to assess the financial management, procurement and internal control arrangements of the 

institutions implementing Manas II with a view to making recommendations to improve the 

capacity of those institutions in the short-, medium- and long-term. 

 

The CFAA noted that there is a moderate to high degree of fiduciary risk in the use of public 

resources given the absence of effective cash planning that results in providing no predictability 

to the line ministries in implementing the approved budget, weak institutional arrangements for 

assessing the effectiveness of budget function, insufficient accountability arrangements for the 

State Owned Enterprises, weak external audit, and weak capacity in the legislative body to 

provide effective parliamentary oversight over the executive. However, the CFAA also noted that 

basic institutions and a legislative framework have been created in the Kyrgyz Republic and the 

challenge now is to build the necessary capacity to implement and enforce existing laws and 

regulations.  The HSFA findings are broadly consistent with the CFAA. The HSFA proposes a set 

of immediate fiduciary risk mitigation measures for issues identified in the CFAA and other PFM 

diagnostics but also addresses the challenge set in the CFAA by proposing longer-term capacity-

building measures.  Details on Manas Taalimi financial management arrangements are provided 

in section 3 below. 

 

The assessment of procurement systems (conducted as part of the HSFA) concluded that the 

country’s procurement systems have a relatively adequate legislative framework. The new 

country public procurement law based on UNCITRAL (effective as of May 24, 2004) 

incorporated most of the recommendations of the CPAR (December 24, 2002). The new law 

introduced major improvements in the transparency, economy and efficiency aspects of public 

procurement, added procedures for selection of consultants’ services and is overall consistent 

with acceptable international standards and is generally in line with the World Bank’s 

procurement guidelines. Institutional capacities of procuring entities at all levels, however, 

require substantial capacity building that would require time, resources and a long term 

commitment of the decision makers to support this process. The health sector is no exception. 

The procurement capacity at the sector level is weak and underdeveloped and this is due 

primarily to the limited experience of procurement given that there is usually very limited funding 

available in the Budget for investments; the Budget barely has enough funding to finance 

recurrent costs. So far, almost all of the investment costs have been financed by donors, following 

donor procurement procedures. The issue of the capacity will be addressed through the extensive 

capacity building plan financed as part of the Manas Taalimi program below. 

                                                 
4
 This section will form the basis of section D3, Fiduciary Appraisal Summary, of the Bank’s Project 

Appraisal Document 
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Overall the findings of the HSFA are broadly consistent with those of the CFAA and CPAR and 

conclude that financial management and procurement in the health sector is weak as is the case 

with the general public financial management in the country. The assessment concludes that there 

is a high degree of financial management risk, which requires a set of immediate fiduciary risk 

mitigation measures to obtain reasonable fiduciary assurance (see section 6 for details) and long 

term measures to build sustainable capacity in the health sector in particular (see Table in Section 

B) and public sector in general (see G7 for country level recommendations). The immediate risk 

mitigation measures, though facilitating reduction in the fiduciary risks to an acceptable level, 

would not eliminate all the risks given the existence of weak public financial management system 

and widespread corruption in the country.  Fiduciary risks will need to be continuously monitored 

through regular reviews of quarterly project financial management and procurement reports, 

financial audit reports and management letters, operational audit reports, procurement audit 

reports, and periodic on-site supervision of the project. If such review indicates increased risks or 

instances of misuse of funds, the Bank will invoke the right to ask the government to appoint a 

forensic auditor, acceptable to the Bank, to investigate such instances and take other appropriate 

actions. It is also useful to reiterate here that the Bank reserves the right to review and adjust, in 

consultation with other donors, the periodic tranche release amounts during the year. In 

conclusion, the combination of immediate risk mitigation measures, intense Bank supervision, 

and remedial sanctions provide an acceptable framework for managing the fiduciary risks. 

 

A comprehensive risk mitigation framework was developed as part of this HSFA and will be 

discussed and confirmed during negotiations of the project. The proposed risk mitigation actions 

include immediate fiduciary risk mitigation measures for the implementation of Manas Taalimi as 

well as longer-term capacity-building measures to strengthen the financial and procurement 

management capacity of the health sector for sustainable impact.  

 

A summary analysis of the risks attributable to the various components of the program’s fiduciary 

arrangements is presented in the table below: 

 
Risk Risk Mitigation Measure Risk Rating  

Fiduciary Risks 

 

Implementing entity. Implementation 

capacity is weak; and yet MOH/MHIF will 

need to coordinate with several spending 

units spread across the country. 

 

 

Funds Flow. There is the risk that funds will 

be delayed or even diverted or subject to 

cash rationing by the Treasury. 

 

 

 

Staffing. Accounting staff may not cope 

with the demanding tasks expected, nor have 

the motivation to perform.  

 

 

 

 

Accounting Policies and Procedures may 

not be followed 

 

 

 

 

 

A set of capacity building measures has  been developed 

to enhance financial management and procurement 

capacity of MOH/MHIF, several of which are front-

loaded to ensure adequate capacity is built in the early 

part of project implementation. 

 

The risk of delays and diversion of pooled resources is 

mitigated by regular reporting and intense monitoring 

including annual operational audits to review the 

internal control framework. Service standards would be 

set and monitored periodically to detect any delays. 

 

Staff is adequate, but will require significant training in 

modern accounting and reporting systems, as part of the 

capacity building initiative. Staff should be provided 

with enabling facilities, such as computers, and be given 

other non-monetary incentives such as recognition for 

significant accomplishments. 

 

Accounting policies and procedures are being 

documented in the POM, and will be available to staff. 

Internal audit function to be created to monitor 

compliance. 

 

 

 

H 

 

 

 

 

 

H 

 

 

 

 

 

H 

 

 

 

 

 

 

S 
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Risk Risk Mitigation Measure Risk Rating  

Internal Audit. There is the risk that 

internal audit function to be established may 

not be effective, or will be subject to 

executive manipulation.  

 

 

 

 

 

 

External Audit. Weak external audit 

capacity may cause audit delays and/or 

inadequate external audit resulting into 

unsatisfactory audit reports. There is the risk 

of inadequate third party assurance that 

program funds are used as intended 

 

Reporting and Monitoring. Risk of 

underreporting due to inadequate accounting 

system. There is also the risk of inaccuracies 

due to manual system. 

 

 

Information systems. Information system 

not well developed, and accounting is largely 

manual, with the risk of inadequate controls 

in the accounting system, and delayed 

submission of reports. There is the risk that, 

due to resistance, staff will drift back to 

manual systems thus not realizing the full 

benefit of automation. 

 

Procurement. Procurement capacity at the 

sector level is weak 

 

 

Both MOH and MHIF will establish internal audit 

functions during implementation. Technical assistance 

will be provided to train and equip the internal audit 

functions with modern internal audit techniques. 

Appointment of internal audit staff to be on merit, based 

on technical skills and integrity. TORs and shortlist of 

candidates to be reviewed by the Bank.  External audit 

will be used to compensate for low capacity while the 

internal audit function is developed under the SWAp. 

 

Capacity of the Supreme Audit Institutions (Chamber of 

Accounts) will be enhanced through a twinning 

arrangement with an experienced and acceptable audit 

firm or organization. This will be supplemented by 

operational audits, focusing on control environment and 

program implementation in general. 

 

MOH/MHIF to introduce robust accounting system for 

monitoring and consolidated reporting on program 

expenditures coupled with intensive staff training. 

Reports will also be subject to review by internal audit, 

while computerization will help increase reliability. 

 

Introduction of computerized accounting and 

information system, with adequate controls, will ensure 

reliability of data and facilitate timely reporting. 

Training to be provided and staff provided with 

computers to ensure effective use. Format of 

computerized reports to be discussed and agreed with 

Treasury to avoid duplication or parallel manual 

reporting to Treasury. 

 

The issue of the capacity will be addressed through the 

extensive capacity building plan financed as part of the 

Manas Taalimi program. 

H 

 

 

 

 

 

 

 

 

 

H 

 

 

 

 

 

 

S 

 

 

 

 

 

S 

 

 

 

 

 

 

 

 

S 

Overall Fiduciary Risk Rating  Overall fiduciary  risk is high. Risk mitigation measures 

to include the above actions and in addition capacity 

building measures, annual financial and operational 

audits, intense Bank supervision, including procurement 

reviews, and independent procurement audits. 

H 

Risk Rating: H (High Risk), S (Substantial Risk), M (Modest Risk), N (Negligible or Low Risk). 

 
Corruption:  Corruption is acknowledged, even by officials within the government, as a major 

issue in the public sector. Even though the program is to be implemented in an environment of 

perceived high corruption, the risk that donor funds will not be used as intended is judged as 

manageable given a number of risk mitigation measures required for the project including 

independent ex-ante verification by the treasury before making payments in respect of budget 

items, operational review to be conducted by an independent auditor, rigorous procurement 

reviews, independent and separate procurement audit, requiring increased disclosure of project 

activities to the public, strengthened complaint handling mechanism, and a set of sanctions and 

remedies should a corruption come to light. 
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Misuse of funds:. The following measures are incorporated in project design to minimize this 

risk: 

 Ex-ante controls by the treasury. Expenditures will be incurred by MOH but payments 

would be effected by the Treasury which will perform ex-ante checks before making 

payments; 

 Annual operational reviews. To supplement the annual financial statement audit, an 

annual operational review will be carried out by an acceptable audit firm which will 

review internal control framework and procedures; 

 Prior review of procurement.  A significant amount of project procurement will be 

subject to Bank’s prior review in the initial years. The project procurement will be 

subject to prior-review guidelines of the Bank;  

 Procurement audits.  A separate procurement audit will be carried out to review 

procurement process and contracts; 

 Complaints mechanisms.  A strengthened complaint handling mechanism will be 

deployed to handle complaints regarding misuse of funds; 

 Transparency and public information.  Information about project activities will be 

continuously posted on the website to inform the civil society; 

 Forensic audit.  Forensic audit will be required if major allegations of corruption surface 

during project implementation; and  

 Intensive supervision by the World Bank. Overall supervision, including procurement 

supervision, will be undertaken on a periodic basis by Bank staff. 

 

 

2. Organizational arrangements 

 

Implementation arrangements for Manas Taalimi were discussed in detail and agreements were 

reached during the course of the pre-appraisal mission in the period September 5-16, 2005 and the 

appraisal mission in October 2005. 

 

Overall responsibility for program management and implementation for the Manas Taalimi 

program will be within the Ministry of Health and its adjunct organizations at the national and 

regional (sub-national) levels. The MOH has a supervisory role in relation to all health-related 

organizations regardless of ownership and administrative level in the country.  The Ministry of 

Health would be responsible for three program categories: (i) public health services, (ii) the high-

technology fund, and (iii) administration, capital spending, education and research.  The 

Mandatory Health Insurance Fund (MHIF) would be responsible for two program categories, 

both of which would be administered through its Territorial Departments: (i) the Program of State 

Guarantees; and (ii) Outpatient Drug Benefit.   

 

In addition, the Ministry of Health would be responsible for the implementation of the capital 

investments program. In light of the currently ongoing restructuring of the MOH, a number of 

functional responsibilities for the eight components of the Manas Taalimi capital investments 

program have been identified, and will be allocated within appropriate organizational units in the 

Ministry of Health.  Further refinement and streamlining of coordination responsibilities for each 

component were agreed at appraisal, when the reorganization of the Ministry was also finalized. 

The program itself will be implemented through existing structures and executing agencies of the 

Ministry of Health. A comprehensive framework for program M&E has been developed and data 

collection will be carried out by the Centre for Health Systems Development, which will report 
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directly to the Ministry of Health. Further implementation arrangements will be outlined in the 

Program Operational Manual (POM), which will guide implementation and serve as a road map 

to all participating health sector institutions. Policy oversight and program steering will be the 

responsibility of the Health Policy Council, which is chaired by the Minister of Health and 

comprises representatives of the Ministry of Health and key implementing agencies. The Council 

will meet at least (twice) a year and provide guidance on key policy and strategic sector issues in 

line with overall government policy, and evaluate progress and results of Manas Taalimi program 

implementation. 

 

Mechanisms of cooperation among financiers and the Government of the Kyrgyz Republic will 

be documented in a Memorandum of Understanding, outlining organizational, institutional and 

coordination arrangements for implementation and roles and responsibilities of each partner.  

Donor cooperation and supervision will be coordinated by means of regular ‘round table’ 

discussions – the bi-annual “Health Summits” with the Government and implementing agencies. 

Furthermore, donor agencies will collaborate though the organization of joint supervision 

meetings and regular information exchange. 

 

The MOH will organize two summits a year, one in May and one in September, and will invite 

donors, development partners and civil society organizations active in the health sector to 

participate.  The May Health Summit will review the previous year’s performance and will result 

in a set of conclusions and recommendations for MOH that are endorsed by the Summit’s 

participants and will form the basis of the Ministry’s actions in the coming year, including its 

preparation of the following year’s Program of Work.  The September Health Summit will center 

on the Budget and Program of Work for the following year.  Participants will review the Program 

of Work as to its consistency with Manas Taalimi and with findings of the annual sector review 

carried out in the May Summit.    This will result in a final Budget and Program of Work for the 

coming year that is agreed with participating donors/partners, incorporates their respective 

contributions, reflects their collective recommendations on priority areas for action, and forms the 

basis for the following Summit’s monitoring of performance.  This collective approach to sector 

monitoring and to coordination is expected to improve efficiency, accountability and 

prioritization of donor support to the health sector.  “Round Table” meetings held during the 

preparation of Manas Taalimi started this process and drew significant participation; while on the 

donor side, SWAp preparation was marked by an increase in collective communications with the 

government on health issues, including inter alia proposals on financing reform and MOH and 

MHIF restructuring. 

 

3. Financial management arrangements
5
 

 

Country issues: These are summarized in section 1 above. 

 

Budgeting:  The Manas Taalimi strategy is accompanied by a five-year Program of Work, a five-

year sector expenditure program and MTBF, and a panel of sector monitoring, including 

fiduciary, indicators.  During program implementation, there will be Health Summits every May 

and September which will involve a joint review and agreement between donors, MOH and MOF 

the following year’s Program of Work, procurement plan and health budget.   

 

Implementing entity:  These are described in section 2 above.   

 

                                                 
5
 This section will form the basis of Annex 7, Financial Management Arrangements and Disbursements, of 

the Bank’s Project Appraisal Document as well as section C6, Implementation conditions and covenants. 
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Funds flow arrangements:   In general terms, Bank funds will flow to and be co-mingled with 

the Kyrgyz Budget.  More specifically, Bank funds will flow directly into a foreign currency-

denominated special deposit account opened at the National Bank of the Kyrgyz Republic 

(NBKR) in the name of the MOF specifically for the purpose of receiving Bank funds.  The 

foreign currency will thereafter be sold by the MOF to the NBKR in exchange for Kyrgyz Som 

and the Kyrgyz Som will thereafter be deposited in one of the forty or so local currency Budget 

accounts managed by Treasury.  This will enable the Bank clearly to confirm that its resources 

have been co-mingled with the Kyrgyz Budget.  Given the “pooling” modality, thereafter neither 

Bank nor Budget funds will be separately identifiable.   

 

A number of other donors have indicated their willingness contribute to the Manas Taalimi 

program pool, while others remain undecided. It is possible that rather than opting to “pool” their 

funds on-Budget in a manner similar to that proposed for the Bank’s funds, the undecided donors 

will instead opt to provide off-Budget parallel financing.  No fiduciary arrangements have been 

established for off-Budget parallel financing at the time of this report. 

 

A summary flow of funds diagram pertaining to Bank and donor funds is presented in Annex G.2 

below.   

 

Once “pooled” on Budget, resources will be made available to and be spent by health sector 

institutions within the Kyrgyz public financial management framework.  Where Manas Taalimi 

will finance activities that are the responsibility of health sector institutions other than the MOH 

and MHIF, resources will be transferred to those health sector institutions through the Kyrgyz 

public financial management framework.  Flow diagrams for the transfer of resources for 

recurrent and investment expenditures within health sector are presented in Annexes G.3 and G.4 

below. 

 

Whilst the schema for the flow of in-country on Budget resources for both recurrent and 

investment expenditures was devised and agreed upon based on changes in legislation and to 

reflect Manas Taalimi implementation responsibilities, it has not been formally approved, 

although a Letter of Development Policy has been issued confirming that the schema would be 

approved. In the absence of formal agreement to the schema for the flow of resources, there is a 

risk of implementation delays.  Accordingly, formal agreement from the MOF and MOH will 

need to be obtained to the revised schema for the flow of resources.  In addition, the MOH and 

MOF will need to issue a delegation of authority to the MHIF to enable it to manage the flows of 

TD MHIF resources. Adequate measures will be required to deal with possible delays in the 

release of funds, and possible rationing of cash, by the Treasury. Such measures will include 

setting and monitoring service standards for executing the monthly Budgetary Orders, quarterly 

reports that show flow of funds, and periodic review of the flow of funds by the internal audit, 

including prompt conversion of foreign currency received from financiers and transfers into the 

budget. 

 

Financial management staffing:  The accounting function of each health sector institution is 

headed up by a Chief Accountant who appears capable of performing a basic fiduciary role and 

producing basic financial information.  However, accounting staff spend a large amount of time 

on reconciling figures instead of producing useful information for management decision-making 

and control. Accordingly, health sector managers currently are not able to review key financial 

information in order that they may appropriately assess the impact of health sector policy and 

reform.  There is a need to further train and equip accounting staff with skills that go beyond 

simple book-keeping and reporting on budget execution.  It is therefore proposed to include a 

capacity-building measure within Manas Taalimi under which technical assistance will be 
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provided to train accounting staff in modern accounting techniques, including management 

accounting.  

 

Accounting policies and procedures:  A comprehensive Regulation on Accounting by Budget 

Institutions prepared in February 2001 contains formats of accounting ledgers, supporting 

documentation, instructions for performing accounting, as well as a Chart of Accounts for all 

budget institutions.  In addition, over the course of the recent few years and with the assistance of 

donor-financed health sector programs, supplementary accounting policies and procedures were 

devised and issued by the MOH specifically for health sector institutions.  Unfortunately, to the 

extent that these supplementary accounting policies and procedures contradict the Regulation on 

Accounting by Budget Institutions, particularly with respect to financial reporting formats (see 

discussion below), these supplementary accounting policies and procedures tend to be 

disregarded.  There is a need to reconcile and resolve differences between the Regulation on 

Accounting by Budget Institutions and the supplementary accounting policies and procedures. In 

the meantime, the MOH will prepare a Program Operational Manual clarifying the operation’s 

fiduciary arrangements. 

 

Internal control and internal audit:  The inconsistencies discussed above between the 

Regulation on Accounting by Budget Institutions and the supplementary accounting policies and 

procedures devised by the MOH contribute to uncertainty regarding expectations and therefore to 

a weaker internal control framework.  In addition, there are no internal audit functions within the 

health sector.  There is a risk that both fiduciary and operational procedures and controls may not 

be being applied as designed and that funds may not be used with due regard for economy, 

efficiency and the purposes for which they were intended.  This will be mitigated during Manas 

Taalimi implementation by: including internal audit units within the organization structures of 

both the MOH and MHIF; training the internal audit units of the MOH and MHIF in internal 

audit techniques; and requiring an annual Operational Reviews of the Manas Taalimi program 

focusing on key areas of fiduciary risks.  In addition, Manas Taalimi will support the 

establishment and training of internal audit functions throughout all significant health sector 

institutions as well as expanding the remit of the internal audit functions of the MOH and MHIF 

to include an audit of the healthcare facilities financed through them
6
. 

 

Financial reporting:  Health sector institutions currently prepare both cash-based and modified 

accruals-based financial statements by source of funding.  Each institution prepares eight reports 

for each source of financing every quarter.  Given that there are up to four sources of financing 

(Budget, SF, Special Means, and co-payments), some health sector institutions prepare 32 reports 

every quarter.  Consolidated financial statements comprising all Budget entities in the health 

sector are not produced. The seven TD MHIFs collate and consolidate the manually produced 

financial reports from healthcare providers on a quarterly basis but these TD MHIFs’ 

consolidated reports have not to-date been in turn consolidated to provide a sector-wide set of 

consolidated financial reports.  In addition, the consolidation performed by TD MHIFs is 

produced in accordance with functional / economic classification rather than programs.   

 

Under Manas Taalimi, the following quarterly consolidated financial reports on Manas Taalimi 

program execution will be required of the MOH and MHIF: (i) by main program heading and by 

main Budget expenditure classification; (ii) by main program heading and by main institution; 

                                                 
6
 It is understood that there is a government working group that is developing an internal audit framework, 

with technical assistance from DfID.  It is proposed that the health sector be used to pilot this internal audit 

framework in conjunction with the Manas Taalimi program.   
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and (iii) by main institution and by main Budget expenditure classification. In respect of each of 

the two institutions’ ability to satisfy this: 

 

 MOH.  The MOH implements three program components: public health services, the 

high-technology fund, and administration, capital spending, education and research.  If 

and when the High Technology Fund is created, the costs incurred and reported by this 

Fund will be exactly equal to the cost of this program component.  In respect of the other 

two components, the HSFA determined that: (a) any one institution subordinate to the 

MOH implements only one of the other two components; and (ii) the MOH consolidates 

the financial information of institutions subordinate to it.  Unfortunately, at the time of 

the HSFA, the MOH struggled to print out any consolidated financial information from 

their consolidation systems.  Accordingly, prior to project implementation, the MOH 

needs to demonstrate that it can produce consolidated information and further 

demonstrate its reliability by reconciling it to information maintained by Treasury.  Once 

this information is reconciled, it should be a matter of sorting this data in order to 

produce all of the three required reports.  

 

 MHIF.  Although the MHIF has never to-date produced consolidated Budget execution 

information, the HSFA established the following: (a) the MHIF will only finance two 

program components (the Program of State Guarantees and the Outpatient Drug Benefit); 

(b) each TDMHIF maintains a database of the financial statements of each Health Service 

Provider (HSP) in its territory on a quarterly basis in accordance with main Budget 

expenditure classifications; (c) HSPs take part only in the State Guarantees program; and 

(d) only pharmacies will take part in the Outpatient Drug Benefit program.  Thus, as long 

as the MHIF can consolidate the financial information from the TDMHIFs (which should 

be a matter of adding up the various TDMHIF databases) and as long as the MHIF can 

reconcile this consolidated information to the disbursement information maintained by 

Treasury, the MHIF will, by default, have the third of the required three reports (by main 

institution and by main Budget expenditure classification).   Thereafter, it should not be a 

significant exercise to produce the other two sets of financial reports that are required 

because any one HSP implements only one of the two programs - it should be a matter of 

sorting the consolidated financial information by institution.  

 

The MHIF submitted test reports on expenditures on the Program of State Guarantees and the 

Outpatient Drug Benefit program for the six month ending-June, 2005, in Program Format.  

Technical assistance, financed by the operation’s PHRD, will be provided to the MOH and MHIF 

to help them to develop these consolidation systems.  In addition, the MOH will prepare and 

submit draft Project Operations Manual for IDA review including report formats.  See further 

discussion on accounting and information systems below. 

 

Accounting and information systems:  Accounting staff of health institutions spend a 

considerable amount of their time maintaining manual-intensive accounting information systems 

instead of producing useful information for management decision-making and control.  The 

consolidation performed by the TD MHIFs as described above requires the TD MHIF to collate 

and manually enter the financial statements of the various health institutions consolidate the 

manually produced financial reports from healthcare providers on a quarterly basis.  To-date 

consolidated financial statements comprising all Budget entities in the health sector have not 

produced.  The program initiated by the MOH and MHIF in 2004 to implement a robust modified 

accruals-based accounting and financial reporting system that is able to incorporate key 

accounting controls, consolidate health sector expenditures, and capture and report on key 
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management information across all health sector institutions will be completed under a capacity-

building initiative supported by Manas Taalimi and should address this issue
7
. 

 

External audit:  The Manas Taalimi program will be audited annually by the Kyrgyz Supreme 

Audit Institution, the Chamber of Accounts (AC).  In view of the weak capacity of the CoA, there 

is a significant risk that the external audit by the CoA of the Manas Taalimi program will provide 

only limited assurance regarding Manas Taalimi program expenditures.  It is planned that this risk 

will be mitigated through a combination of: (i) implementing a twinning arrangement between the 

CoA and experienced auditors for the conduct of the CoA’s audit of the Manas Taalimi program; 

and (ii) requiring that experienced auditors perform an annual Operational Review of the Manas 

Taalimi program focusing on key areas of Manas Taalimi fiduciary risks. 

 

In addition, the transfer of Bank funds into the Budget will also be audited annually by auditors 

acceptable to the Bank and in accordance with terms of reference acceptable to the Bank.  This 

audit will be performed in a manner similar to that in which the 2004 audit of the Governance 

Structural Adjustment Credit (GSAC) was performed. 

 

The twinning arrangement with the CoA for the audit of the Manas Taalimi program, the 

Operational Review and the audit of the transfer of Bank’s funds into the Budget may be 

variously combined into less than three distinct engagements and/or performed by less than three 

different auditors acceptable to the Bank. 

 

Disbursements:  Disbursement from the Bank is expected to occur in four tranches each year in 

the form of on-Budget pooling (see discussion above), in amounts agreed between the 

government and the joint financiers during the May and September Health Summits of the 

preceding year.  No disbursement conditions are envisaged, though the level of disbursement will 

be adjusted periodically based on sector performance and the completeness of budget execution 

against agreed targets.  A package of monitoring and evaluation indicators was agreed with MOH 

and finalized during the appraisal mission in early October 2005.  A selection of these 

indicators—so-called “dashboard” indicators—will be used for monitoring overall sector 

performance against the objectives of Manas Taalimi, for discussing adjustments in the program 

or other course corrections during Health Summits, and as a basis for annual decisions on the 

level of disbursement for the coming year by joint financiers. Disbursements will be against 

Annual Program of Works (APWs) in four tranches every year, and funds will be deposited into a 

foreign currency Deposit Account maintained at the NBKR. The Bank will review the level of 

actual expenditures vis-à-vis budgeted expenditures on an annual basis and adjust the 

                                                 
7
 Re the program that will be supported by Manas Taalimi to complete the implementation of a robust 

modified accruals-based accounting and financial reporting system that is able to incorporate key 

accounting controls, consolidate health sector expenditures, and capture and report on key management 

information across all health sector institutions, it should be noted that this activity neither foresees the 

development of new accounting policies nor does it envisage implementing a subset of a whole-of-

government accrual accounting system.  Both of these would require both significant resources and a 

significant timeframe beyond those available under Manas Taalimi as well as significant inputs and 

consultation beyond the health sector alone.  Rather, the program foresees introducing a relatively simple 

and cheap way of automating an existing process and adding program budgeting using a widely available 

SME commercial software package, 1C Bookkeeping System, that has already been determined as suitable 

for the purpose.  This will save time that each health facility currently spends on accounting (they currently 

manually produce 32 sets of financial statements every quarter) and greatly facilitate the process of 

consolidation (each facility currently sends its data in hard copy to a TD MHIF).  The term, “modified 

accruals-based accounting”, is used to refer to existing Kyrgyz accruals-type accounting regulations rather 

than the introduction of IPSAS-compliant accruals accounting or similar measurement framework. 
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disbursements accordingly. However, if the Bank notices major deviations in actual 

implementation of the project, based on the quarterly financial reports, it reserves the right to 

review and adjust, in consultation with other donors, the periodic tranche release amounts during 

the year. 

 

Action plan:  Based on the foregoing, the financial management risk mitigation measures 

required prior to program implementation are presented in section 6. 

 

Financial covenants:  The following financial management covenants are proposed for inclusion 

in the Legal Agreement between the Bank and the government: 

 

1. The MOH and MHIF will be responsible for ensuring financial management 

arrangements as described in the Program Operational Manual approved by the Bank are 

maintained throughout Manas Taalimi implementation.   

 

2. The MOH and MHIF will produce quarterly consolidated financial reports on Manas 

Taalimi in accordance with both functional / economic and program classifications within 

45 days of each quarter-end. 

 

3. Audit arrangements: 

 

(a) Annual financial statements of the transfer of Bank funds into the Budget will be 

audited by independent auditors acceptable to the Bank and on terms of reference 

acceptable to the Bank.  The audited statements and audit report thereon will be 

provided to the Bank within six months of the end of each fiscal year. 

(b) Annual financial statements of Manas Taalimi program will be audited by 

independent auditors acceptable to the Bank and on terms of reference acceptable 

to the Bank.  The audited statements and audit report thereon will be provided to 

the Bank within six months of the end of each fiscal year. 

(c) The financial management arrangements of Manas Taalimi will be subjected to 

an annual Operational Review by independent auditors acceptable to the Bank 

and on terms of reference acceptable to the Bank.  The auditor’s report thereon 

will be provided to the Bank within six months of the end of each fiscal year. 

 

Supervision plan:  The Bank will supervise the program’s financial management arrangements in 

two main ways: (i) review the quarterly financial reports as well as the annual audited financial 

statements, results of the Operational Review, and associated management letters; and (ii) during 

the Bank’s supervision of the Manas Taalimi program, review the program’s ongoing financial 

management and disbursement arrangements to ensure compliance with the Bank's financial 

management requirements.   

 

4. Flow of donors’ funds 

 

There a two main ways in which donors are considering making their funds available to finance 

Manas Taalimi: on-Budget pooling and off-Budget parallel financing.  These are presented in 

diagrammatic form in Annex G.2 and described below.  Other ways in which donors may provide 

funds have not been explicitly considered in this HSFA. 
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Option A: On-Budget pooling 

 

Under this option, donor funds will be effectively “pooled” with the Kyrgyz Budget and all 

standard health sector fiduciary arrangements will apply to the management and disbursement of 

these funds unless otherwise required as detailed in section 6 immediately below.  This 

arrangement would allow the government to use, to the maximum extent possible, a single system 

for procurement, financial management and disbursement, thus eliminating transaction costs 

associated with off-Budget parallel financing systems i.e. option B.  

 

The “pooling” will take place as follows: a donor’s funds will flow directly into a foreign 

currency-denominated special deposit account opened at the National Bank of the Kyrgyz 

Republic (NBKR) in the name of the MOF specifically for the purpose of receiving the donor’s 

funds.  The foreign currency will thereafter be sold by the MOF to the NBKR in exchange for 

Kyrgyz Som and the Kyrgyz Som will thereafter be deposited in one of the forty or so local 

currency Budget accounts managed by Treasury.  This will enable the donor clearly to confirm 

that its resources have been co-mingled with the Kyrgyz Budget.  Given the “pooling” modality, 

thereafter neither Bank nor Budget funds will be separately identifiable.  This method of resource 

transfer was employed for the Governance Structural Adjustment Credit (GSAC) and is 

considered to be of low risk in view of the unqualified audit opinion issued by the auditors of the 

GSAC operation for the period May 28, 2003 through December 31, 2004. 

 

This “pooling” has a number of advantages including: strengthened ownership of the program by 

the government; building qualified sector fiduciary cadre, harmonization of government and 

donor fiduciary procedures; and increased donor confidence that funds are used for the whole 

sector program (as opposed to ring-fenced projects where donor engagement is only in a narrower 

set of areas).   

 

However, there are also a number of risks associated with this approach including: (i) a reduction 

of government budgetary allocation to the health sector with donor funds substituting rather than 

supplementing budgetary funds, (ii) possible delays in transfer of funds to the health sector 

procuring entities and health care providers, (iii) a lack of transparency in resource allocation, 

utilization and management; and (iv) possible reluctance on the part of the government to modify 

its fiduciary procedures (as described elsewhere in this report) to the satisfaction of the donors. 

Appropriate risk mitigation measures will need to be incorporated into the design of the program 

to address these issues. 

 

Re the risks of substitution and delays in transferring funds to the health sector, the following 

rules outline expectations of the Bank in respect of government financing for the health sector 

and will be used in its assessment annual budget formulation and execution: 

 

 Rule 1: Public spending on health as a percentage of total government spending will 

incrementally increase from current levels (11% in 2005: baseline year) to 13 percent by 

2010, expressed as the share of current health expenditures plus investments and co-

financing from domestic sources {i.e. functional classification #5 in the state budget} in 

current state budget expenditures plus investments and co-financing from domestic 

sources {i.e. total state budget expenditures as indicated in the Treasury Report on the 

State Budget of the Kyrgyz Republic}, both in accordance with definitions in the “Law of 

the Kyrgyz Republic on the Main Principles of the Budget #78” dated June 11, 1998, and 

the “Decree of the Ministry of Finance of the Kyrgyz Republic on Introduction of the 

Additional Classification of Revenues and Expenditures of the Budget of the Kyrgyz 

Republic #8/п” dated January 13, 1998 as amended by “Decree of the Ministry of 
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Finance of the Kyrgyz Republic #208-П” on July 16, 2002. These targets reflect the 

2006-08 MTBF which projects health spending as a percentage of total government 

expenditures as 13 percent by 2008.  Given that 13 percent of total government 

expenditures for health are already high as compared to other low-income countries, the 

SWAp indicator is calibrated for incremental increase to 13 percent over 5 years rather 

than the 3 year MTBF targets 

 

 Rule 2: Full execution of agreed budgets:  

 

o Budget Deviation Index in public spending for health: should be less than 5 

percent.  The BDI will be calculated against health sector ceilings in the annual 

budget.  Public spending to be defined as follows: 

 

Public Spending = Total Public/Government Health Spending –  

   (Public Investment Program + Special Means) 
 

o Less than 5 percent deviation between MTBF ceilings for the health sector and 

annual budget projections for the health sector. 

 

Re the risk of a lack of transparency in resource allocation, utilization and management, quarterly 

program expenditure reports linked to the agreed annual Program of Work will be required from 

the MOH and MHIF.  Test reports were requested prior to project appraisal. 

 

Re the risk of possible reluctance on the part of the government to modify its fiduciary 

procedures, the Bank is requesting, prior to negotiations, explicit agreement to the flow of funds 

by the MOF and MOH as well as the production and adoption of a comprehensive Program 

Operational Manual by the MOH/MHIF. 

 

Option B: Off-Budget parallel financing 

 

Under this option, donors would disburse funds in one of two methods: (i) directly to 

suppliers/contractors/consultants on the basis of contracts concluded by the donor or on the basis 

of contracts concluded by the government and paid for by the donor; or (ii) into a designated 

(special) bank account located in-country and managed by the MOH or MHIF or an assigned 

Project Implementation Unit (PIU). These resources would be considered extra budgetary and the 

flows of these funds would run in parallel to the normal Budget transfer mechanisms. The funds 

provided by donors would typically finance agreed proportions of various aspects of Manas 

Taalimi program, including both recurrent and investment costs.  

 

This arrangement retains major elements of a standard investment or donor-financed project by 

using a ring-fenced bank account and parallel implementation systems for procurement, financial 

management, disbursement and reporting. These parallel implementation systems can be 

accompanied by capacity building interventions to enable an eventual transfer of implementation 

responsibilities to the government’s own systems and procedures once these in-country systems 

have improved to a standard acceptable to the donors. This option allows for much simpler and 

easier monitoring of the transfers to and accounting for the use of donor resources.  Less positive 

are its potential for a negative impact on public expenditure management more generally—for 

which off-budget funds are not advocated because of their negative impact on budgetary 

transparency and flexibility—and the relatively weak incentives it creates for strengthening 

government systems and building “in-house” fiduciary capacity, since the primary focus of 

accountability continues to be on a donor-specific pool of funds rather than the budget as a whole.  
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Recent literature on aid effectiveness also suggests greater benefits from on-Budget pooling as 

opposed to off-Budget parallel financing.  In addition, there is a great probability that any off-

Budget parallel financing mechanisms, once established, would not be dismantled in the course of 

Manas Taalimi implementation with consequent cost and development impact implications.   

 

This option has not been considered in further detail in this HSFA given the similarities of these 

arrangements with a standard investment project.  It is assumed that should a donor wish to 

provide financial support to Manas Taalimi in the form of off-budget parallel financing, it will 

use its own standard investment project implementation arrangements and fiduciary risk 

mitigation strategies. 

 

5. Procurement arrangements
8
 

 

.Advertisement:  The General Procurement Notice will be published by the Bank in on-line 

edition of Development Business in December 2005. Special Procurement Notices for all 

international tenders (for goods and works contracts) and Requests for Expression of Interest for 

consulting assignments with firms exceeding the value of US$100,000 equivalent will be 

published in the Public Procurement Bulletin, a local newspaper of a wide circulation , on-line 

edition of the UNDB and posted on the website of the procuring entity. For all local (national) 

tenders, invitations to bid shall be advertised in the Bulletin and in at least one widely circulated 

national newspaper allowing a minimum 30 days for the preparation and submission of bids. 

Funds required for advertisement fees can be financed from the funding provided for recurrent 

costs by the Bank and other pooling donors. 

The MOH and MHIF will allocate a part of their respective websites for posting information on 

contract awards, including name of each bidder who submitted the bid, bid prices as read out at 

public opening, name and evaluated prices of each bid that was evaluated, name of bidders who 

were rejected and the reasons for rejection, the name of the winning bidder and the price it 

offered as well as duration and summary of the scope of the contract award. All contracts 

awarded through direct contracting (irrespective of the amount) shall be listed on the website. 

Information on the contracts awarded as a result of an international tender and results of selection 

of consultants firms for contracts exceeding US$100,000 equivalent would also need to be posted 

on the World Bank web-site through submitting the information to the World Bank office in 

Bishkek.  

The MOH would follow the World Bank anti-corruption measures and would not engage services 

of firms and individuals debarred by the Bank. The listing of such debarred firms and individuals 

is located at: http://www.worldbank.org/html/opr/procure/debarr.html  

Procurement Planning: A rolling procurement plan for Year 1 of the Manas Taalimi investment 

program was drafted in September 2005 on the basis of the program budget. It includes details on 

the contracts to be procured in 2006 and indicates procurement packages that require preparation 

in 2006 in order to have the contracts signed in 2007 as well as multi-year consulting contracts. It 

also identifies procurement methods and contracts that would require prior review by the Bank. It 

is cross-referenced with the program components’ codes and budget classification. Procurement 

plan will be updated annually in line with the annual Program of Work.  

                                                 
8
 This section will form the basis of Annex 8, Procurement Arrangements, of the Bank’s Project Appraisal 

Document 
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Organization and Staffing: The MOH will be the designated procuring entity for all goods, 

works and selected consultants’ contracts. The MHIF will be responsible for selection of 

consulting services and some training activities as identified in the Procurement Plan. The MOH 

is in the process of creating a procurement unit and the MHIF will assign and train staff as further 

described in section E.1 and E.2 of this report.  

Bidding Documents: The MOH will utilize assistance of an international procurement advisor 

and local consultants to prepare Program Operational Manual which, among other things, would 

include templates/standard bidding documents for goods, works and consulting services prepared 

on the basis of the model documents developed by the SCPPMR and aligned with the Bank 

requirements. All bidding documents used for procurement of investment expenditures under 

Manas Taalimi shall be prior approved by the Bank. 

National Procurement Procedures: 

The national public procurement law of 2004 is generally aligned with the Bank’s procurement 

guidelines and requirements. Tender with unlimited participation  procurement method (as 

defined by the public procurement law) can be used for procurement of goods contracts below 

US$100,000 equivalent and works contracts below US$1 million equivalent subject to the 

following conditions are fully met in addition to advertisement and bidding documents 

requirements as described earlier in this section: 

(a) Registration and Licensing:  

i. bidding shall not be restricted to pre-registered/licensed firms; 

ii. where registration or licensing is required, bidders shall be allowed a 

reasonable time to complete the registration or licensing process; and 

shall not be denied registration/licensing for reasons unrelated to their 

capability and resources to successfully perform the contract, which shall 

be verified through post-qualification; 

iii. foreign bidders shall not be precluded from bidding. If a registration or 

licensing process is required, a foreign bidder declared the lowest 

evaluated bidder shall be given a reasonable opportunity to register or to 

obtain a license. 

 

(b) Participation by Government-owned enterprises: government owned enterprises 

in Kyrgyz Republic shall be eligible to participate in bidding only if they can 

establish that they are legally and financially autonomous, operate under 

commercial law and are not a dependent agency of the contracting authority. 

Furthermore, they will be subject to the same bid and performance security 

requirements as other bidders; 

 

(c) Bid Opening and Bid Evaluation: 

iv. Bids shall be opened in the presence of bidders (or their authorized 

representatives) who wish to attend, and, immediately after the deadline 

for submission of bids; 

v. Evaluation of bids shall be made in strict adherence to the monetarily 

quantifiable criteria declared in the bidding documents; 

vi. Domestic preference should not be applied; 
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vii. Contracts shall be awarded to the qualified bidder having submitted the 

lowest evaluated substantially responsive bid, and no negotiation shall 

take place. 

 

(d) Rejection of Bids: all bids shall not be rejected and new bids solicited without the 

Bank’s prior concurrence; 

 

(e) Rejection of an Individual Bid: an individual bid shall be rejected only in the 

following cases: 

viii. The bidder is not qualified; 

ix. The bidder does not accept the correction of an arithmetical error in his 

bid by the tender committee of the procuring entity; 

x. The bidder is not responsive to the requirements of the bidding 

documents; or 

xi. Under the circumstances referred to in Article 6 of the Public 

Procurement law of 2004; 

 

(f) Resolution of the Government on establishment of centralized tender 

commissions (No.626 of October 3, 2003) shall not apply. Tender (evaluation) 

committees shall be established from the pool of sector specialists on ad hoc 

basis and for each tender; 

 

(g) State Unit Cost shall not be used for bidding and evaluation of bids for civil 

works contracts. 

 

Procurement Methods: 

Procurement of Works: At the time of this report only one relatively small contract 

(estimated at about $300,000 equivalent) for renovation of public lobby of the MOH is 

included in Manas Taalimi investment part of the program. This contract will be procured 

following tender with unlimited participation as described above. There are no works 

contracts that would require international competition identified in the Program.  

Procurement of Goods: Goods estimated to cost above US$100,000 equivalent per 

contract will be procured following International Competitive Bidding (ICB) procedure 

under the World Bank Guidelines (May 2004) which is similar to the tender with 

unlimited participation with participation of foreign suppliers under the Kyrgyz Public 

Procurement law. All ICB contracts will be subject to prior review by the Bank. 

Procurement of specialized laboratory equipment may be procured following Limited 

Competitive Bidding procedures which are similar to the tender with limited 

participation procurement method provided in the Kyrgyz public procurement law. 

Goods estimated to cost below US$100,000 equivalent per contract can be procured 

following Shopping procedure which is similar to request for quotations method under 

the Public Procurement law.  

Selection of Consultants: Consulting services will be required for all Program 

components, including assistance with implementation of health sector fiduciary capacity 

building plan. Consultants services will be procured in accordance with the World Bank‘s 

Guidelines for Selection of Consultants (May 2004) and as described in the Program 
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Operational Manual. The Manual would include a description of harmonized –with the 

public procurement law- procedures which are generally in line with the Bank Guidelines 

for selection of consultants and can be easily adapted for the use by the MOH and MHIF.  

Short lists of consultants for services estimated to cost less than US$100,000 equivalent 

per contract may be composed entirely of national consultants if there is no interest 

expressed from eligible international firms. Contracts above US$100,000 shall be open to 

international competition. Selection of individual consultants would require comparison 

of at least three qualified candidates interested and available to undertake the assignment. 

Training:  Training will include seminars, conferences, workshops, round tables in connection 

with the activities included in the Manas Taalimi Program and reflected in the annual Program of 

Work. Training activities will be administered by the MOH and MHIF according to division of 

responsibilities/assignments stated in the Procurement Plan. Consultants required for preparation, 

facilitation or conducting training activities shall be selected under appropriate procedures for 

selection of the Consultants as described above. Selection of such consultants shall be included in 

the Procurement Plan as a separate package/contract. 

Procurement Supervision (by the Bank): 

Fiduciary supervision will be part of the ongoing cooperation rather than traditional periodic 

supervision missions. It is critical to maintain a dialogue already established with the counterparts 

in the MOH, MHIF, SCPPMR and Chamber of Accounts to provide technical assistance to 

contribute to the capacity building of the health sector institutions and improvement of the 

systems rather than limiting supervision to review of transactions. The focus of such on-going 

procurement supervision (or rather a dialogue) would be on systems and procedures in place and 

progress in improving these systems. In addition, an independent procurement audit would carry 

out ex-post reviews on an annual basis with reports published on the MOH website and available 

to the government and donor community.  

6. Actions required prior to program implementation 

 

Based on the description of the Manas Taalimi fiduciary implementation arrangements in sections 

3 and 5 above, there are some fiduciary risk mitigation actions required prior to program 

implementation to reduce the fiduciary risks to an acceptable level. This section summarizes 

those actions.   

 

1. By appraisal, the MIHIF to submit test reports on expenditures on the Program of State 

Guarantees and the Outpatient Drug Benefit program for the six month ending-June, 

2005, in Program Format; 

2. By negotiations, MOF and MOH formally to confirm agreement to the revised schema 

for the flow of Manas Taalimi resources both from donors to the Budget and also in-

country; 

3. By negotiations, an agreement reached with the Chamber of Accounts (CoA) on Manas 

Taalimi’s prospective audit arrangements i.e. the CoA will perform an annual audit of 

Manas Taalimi with the assistance of a twinning arrangement between the CoA and 

experienced auditors. 

4. By negotiations, MOH to prepare and submit draft Program Operational Manual (POM) 

detailing - among other things-TORs for the audits, TOR for operational review, formats 

for financial reports, detailed procurement procedures, a format of a detailed procurement 
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plan, model bidding documents, evaluation reports, contract forms and procurement 

reporting formats.  

5. By negotiations, include an internal audit unit in the organizational structure of both the 

MOH and the MHIF 

6. By negotiations, establish a procurement unit (or a group of procurement specialists 

within Economic and Finance departments of the MOH and MHIF). By Effectiveness, 

provide adequate staffing and develop individual training plans funding for which shall 

be included in annual Manas Taalimi budgets 

7. By negotiations, include within the budget of Manas Taalimi, sufficient resources to 

finance the following capacity-building measures: 

a. Train accounting staff in modern management accounting techniques; 

b. Reconcile and resolve the differences between the MOF-issued Regulation on 

Accounting by Budget Institutions and related regulations and the MOH-issued 

health sector supplementary accounting policies and procedures;  

c. Implement across all health sector institutions a robust modified accruals-based 

accounting and financial reporting system that is able to incorporate key 

accounting controls, consolidate health sector expenditures, and capture and 

report on key management information; 

d. Train internal audit functions of the MOH and MHIF in internal audit techniques, 

support the establishment and training of internal audit functions throughout all 

other significant health sector institutions; and expand the remit of the internal 

audit functions of the MOH and MHIF to include an audit of the healthcare 

facilities financed through them; 

e. Train staff of the CoA and SCPPMR in conducting ex-post procurement reviews; 

f. Introduce procurement function in the health sector institutions (through 

establishment of procurement unit(s) within procuring entities, provision of 

technical assistance and training) 

g. Build cadre of qualified specialists by rolling out training program for sector 

procurement staff; 

8. By January 1, 2006, the MOH to request and the MOF to issue a delegation of authority 

to the MHIF to enable the MHIF to manage the flows of TD MHIF resources. 

 

D. COUNTRY AND SECTOR FIDUCIARY ISSUES 

 

This section considers the impact of the country’s general fiduciary framework on the fiduciary 

arrangements of the health sector and the implementation of Manas Taalimi.  It is based primarily 

on country fiduciary diagnostics reports including the: World Bank Country Procurement 

Assessment Report dated December 24, 2002 (hereafter “CPAR”); World Bank Country 

Financial Accountability Assessment dated March 1, 2004 (hereafter “CFAA”); World Bank draft 

Technical Note on Budget Preparation Process of September 2005 (hereafter “TNBPP”); and 

World Bank draft Technical Note on Budget Execution Process of September 2005 (hereafter 

“TNBEP”). 

 

It is not the purpose of this section of the report to repeat at length those issues already described 

in the above-listed country fiduciary diagnostics reports but rather to provide a summary of the 

issues raised in them, consider how these issues affect the health sector and the Manas Taalimi 

program, and propose risk mitigation strategies for the implementation of the Manas Taalimi 

program.  
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As the financial management and procurement issues described in this section are attributable to 

the country’s fiduciary frameworks more generally rather than specifically to the fiduciary 

frameworks of the health sector, they will need to be addressed at a country level by in-country 

authorities (e.g. the Ministry of Finance, Treasury, the State Commission on Public Procurement 

and Material Reserves) and supported by development institutions’ country programs (e.g. the 

Bank-financed Governance Structural Adjustment Credit (GSAC) or the planned Poverty 

Reduction Strategy Grant (PRSG).  However, various risk mitigation measures may be adopted 

for the implementation of the Manas Taalimi program.   

 

1. Financial management 

 

Budget formulation: 

 

The draft “Technical Note on Budget Preparation Process” indicates that Kyrgyz public 

expenditure management (PEM) suffers from considerable shortcomings. Budget formulation 

process remains fragmented, with three parallel processes in budget preparation: (a) a deeply 

entrenched input focused line item budget system; (b) a vigorous but still developing Medium 

Term Budget Framework (MTBF); and (c) an emergent program budgeting system under which 

preparation of budget submissions on a program basis will start from 2006 fiscal year.
9
 Reflecting 

the non-integration of annual budget preparation, the MTBF and the program budgeting initiative, 

there is a clear lack of well-defined sectoral policies in budget preparation, with the MTBF 

prepared in isolation from the annual budget, and the annual budget from the MTBF. It is 

commonplace in the Kyrgyz Republic to see only perfunctory political scrutiny of MTBF 

proposals, with decisions often made because of pressing deadlines. Political scrutiny is much 

more formal during the review of annual budget. Despite this, the executed budget does not fully 

achieve the Government’s announced priorities due to problems in both budget planning and 

budget execution. Monitoring and evaluation of budget execution outcomes are practically 

nonexistent. Although the country has moved toward a MTBF, some key advantages of this 

approach, e.g. better integration of annual budgets and sectoral policies, and provision for 

maintenance and operation of new assets, are not adequately exploited.  

 

These risks are being addressed for the Manas Taalimi operation through the program budgeting 

approach that has been adopted and the government-donor SWAp approach to program 

preparation, implementation and supervision. 

 

In addition, there are a number of off Budget institutions including certain aspects of the Social 

Fund
10

.  The administrative budget of the MHIF is financed by and negotiated directly with the 

SF and is not included on-Budget.  The lack of Budget comprehensiveness undermines the 

efficient allocation and transparency of public sector resources.  The entirety of 

contributions/benefits managed by the Social Fund and the administrative budget of the MHIF 

should be incorporated within the Budget. 

 

Budget execution 

 

Since the mid-1990s, the Kyrgyz authorities have made some progress in improving the 

effectiveness of the fiscal management and expenditure control system. The Central Treasury 

                                                 
9
 This however refers to administrative classification of the Republican budget. 

10
 Some elements of contributions/benefits managed by the Social Fund (maternity benefits, unemployment 

benefits, etc.) are now integrated into the Ministry of Labor and Social Affairs and therefore are no longer 

off-budget. Pensions and MHIF contributions remain under the Social Fund as before (extra-budgetary). 
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(CT) became the major government body responsible for the republican budget execution 

process; cash management procedures have improved; and a Cash Projection Unit, responsible 

for cash management, was established within the CT. 

 

The draft “Technical Note on Budget Execution Process” highlights how the arbitrary nature of 

budget execution in the Kyrgyz PFM system, the departures from the original budget during the 

year and the uncertainty regarding the availability of resources are at the heart of the structural 

problems of the public expenditure management process. In addition, ineffective institutional 

arrangements and poor capacity result in substantial redundant activity (particularly in detailed in-

year adjustments to the budget) and failed to achieve either efficiency or control/accountability in 

the use of public resources. Combined with unrealistic and misaligned budget preparation, it is 

clear that the manner in which Public Expenditure (PE) is managed in the KR generally leads to 

unproductive outcomes.  

 

The lack of budget credibility and unpredictability in the availability of funds for commitment of 

expenditures by spending ministries and units is related to both: (i) problems in the budget 

formulation process; and (ii) weaknesses in the budget execution process, including extensive 

central control and weak resource management capacity. Some problems are partly related to the 

manually managed practices in the CT, such as lack of information flow in a timely manner, and 

undermine important treasury functions of cash (financial) planning, monitoring of payment 

arrears, and timely generation of financial management information reports. The quality of 

accounts generated by the CT suffers from shortcomings, compromising their reliability. While 

these problems to a certain degree are supposed to be resolved by modernization of the Treasury 

system under the Governance Technical Assistance Credit (GTAC) project, other problems are 

related to organizational and procedural aspects of the budget execution process and capacity 

constraints. 

 

These risks are being addressed for the Manas Taalimi operation through the government-donor 

SWAp approach to program implementation and supervision.  More specifically, during the 

course of program implementation, the MOH and MHIF will produce quarterly financial reports 

on Manas Taalimi program budget execution.  It is expected that annual budgets will be fully 

executed against agreed targets.  It is envisaged that joint financiers will monitor budget 

execution on a quarterly basis with the expectation of a Budget Deviation Index (BDI) in public 

spending for health of less than 5 percent.  Issues affecting budget execution such as those 

described above will be considered for their impact on program implementation. 

 

Accounting and reporting systems: 

The CFAA noted that although Budget entities prepare modified accruals-based financial 

statements, consolidated accruals-based financial statements for the government as a whole are 

not prepared. Moreover, line ministries do not prepare consolidated modified accruals-based 

financial statements comprising all Budget entities under their control. Rather, they prepare 

financial reports for each source of financing based on templates developed by Treasury. 

Treasury prepares cash-based financial statements for cash management purposes and for 

reporting to Parliament. At the whole-of government level, no reconciliation is carried out 

between the modified accruals-based and cash-based financial statements.   

 

Thus the extent of unpaid liabilities and expenditures of the health sector is unclear.  In view of 

the previous discussion on CT cash rationing, it is probable that health sector expenditures have 

to-date been consistently under-reported and it is possible that extra funds made available by 

donors to the health sector through the SWAp will be used to discharge existing debts rather than 
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increase expenditures on agreed program priorities. To mitigate these risks for Manas Taalimi, 

regular financial reports on Manas Taalimi program execution will be produced by the MOH and 

MHIF.  In addition, the program initiated by the MOH and MHIF in 2004 to implement a robust 

modified accruals-based accounting and financial reporting system that is able to incorporate key 

accounting controls, consolidate health sector expenditures, and capture and report on key 

management information across all health sector institutions will be completed under a capacity-

building initiative supported by Manas Taalimi. 

 

As for centrally procured pharmaceuticals, which are presently outside the scope of joint 

financing due to the lack of a GMP requirement in the Kyrgyz Republic, a specific account code 

exists under the present Chart of Accounts and it will be possible to monitor this account to 

ensure that pooled funds are not used for drug purchases centrally. 

 

Management information: 

 

Budget institutions are required to maintain several registers and produce various mandated 

financial reports. These reports are on the whole prepared for the benefit of Treasury rather than 

as a management control and decision-making tool. The CFAA noted that accounting staff spends 

a large amount of time on reconciling figures instead of producing useful information for 

management decision-making and control. This is consistent with the institutional analysis 

performed during this HSFA – see section E below.  Accordingly, health sector managers 

currently are not able to review key financial information in order that they may appropriately 

assess the impact of health sector policy and reform.  There is a need to further train and equip 

accounting staff with skills that go beyond simple book-keeping and reporting on budget 

execution.  As a capacity-building measure, it is proposed that technical assistance be provided to 

train staff in modern management accounting techniques. In addition, the program initiated in 

2004 to implement a robust modified accruals-based accounting and financial reporting system 

that is able to incorporate key accounting controls, consolidate health sector expenditures, and 

capture and report on key management information across all health sector institutions should be 

completed. 

 

Internal controls and internal audit: 

 

The CFAA noted that reports from the Chamber of Accounts (CoA), the Kyrgyz Supreme Audit 

Institution, indicate several instances of non-compliance with laws and wide spread 

fraud/corruption across a number of ministries.  This is indicative of a poor internal control 

framework.  This framework is further weakened by the absence of an internal audit function in 

line ministries, except for small internal audit unit within the MOF and the Ministry of Labor and 

Social Protection. There is a risk that both fiduciary and operational procedures and controls may 

not be being applied as designed and funds may not be used with due regard for economy, 

efficiency and the purposes for which they were intended.  This will be mitigated during Manas 

Taalimi implementation by: including internal audit units within the organization structures of 

both the MOH and MHIF; training the internal audit units of the MOH and MHIF in internal 

audit techniques; and requiring an annual Operational Reviews of the Manas Taalimi program 

focusing on key areas of fiduciary risks. In addition, Manas Taalimi will support the 

establishment and training of internal audit functions throughout all significant health sector 

institutions as well as expanding the remit of the internal audit functions of the MOH and MHIF 

to include an audit of the healthcare facilities financed through them. 
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External audit and inspections: 

 

The CFAA notes that there is weak capacity in external audit. Work performed by the CoA 

corresponds more to the inspection work than audit. The CoA has very limited capacity to carry 

out effective financial audits as it has had very little exposure to modern audit techniques and 

standards.  Although the law on the CoA has been amended since the CFAA to address key 

concerns raised by the CFAA about the authority and focus of the CoA, little has changed in 

terms of the capacity of the CoA to perform effectively.  Accordingly, there is a significant risk 

that the external audit by the CoA of the Manas Taalimi program will provide only limited 

assurance regarding Manas Taalimi program expenditures.  It is planned that this risk will be 

mitigated through a combination of: (i) implementing a twinning arrangement between the CoA 

and experienced auditors for the conduct of the CoA’s audit of the Manas Taalimi program; and 

(ii) requiring that experienced auditors perform an annual Operational Review of the Manas 

Taalimi program focusing on key areas of Manas Taalimi fiduciary risks. 

 

In addition to the CoA, ex-post reviews (“inspections”) are conducted by the State Commission 

on Public Procurement and Material Reserves (SCPPMR). The findings are documented in brief 

reports which are posted on the SCPPMR website. The scope of such inspections (as documented 

in the reports) is, however, limited to identifying procurement activities that were conducted 

under inappropriate procurement method, thus, leading to potentially higher prices for procured 

goods, works and services. The recommendations are very general in nature and it is not clear 

whether and how these recommendations are enforced, though the SCPPMR claims it imposes 

financial penalties on the procuring entities that have violated provisions of the public 

procurement law. The CoA is planning to initiate discussions with the SCPPMR on coordination 

of procurement inspections. Both organizations expressed interest in participating in the Bank’s 

procurement ex-post review missions as a learning experience. 

 

2. Procurement 

 

The main procurement issues at the country level affecting the health sector revolve around the 

following areas in the existing public procurement system (i) the legislative and regulatory 

framework; (ii) the institutional framework and institutional capacity; (iii) procurement 

operations and market practices; and (iv) the integrity of procurement systems. 

The country's public procurement law (effective as of May 24, 2004) implemented most of the 

recommendations of the CPAR of December 24, 2002. The new law introduced major 

improvements in transparency, economy and efficiency aspects of public procurement, as well as 

selection of consultants’ services and is overall consistent with the acceptable international 

standards and most of the Bank requirements. Another positive step was adoption of a number of 

laws and regulations on anti-corruption and anti-money laundering in 2002-2004. 

Following adoption of the new public procurement law in 2004, the country is now facing a 

challenge of its implementation and enforcement. Procuring entities at both national and sub-

national levels have been finding it difficult to apply provisions of the new law due to lack of 

resources, qualified procurement staff and equipment. Enforcement of an anti-corruption law is 

another challenge.  

Implementation Regulations and Model Bidding Documents: One of the key CPAR 

recommendations which are yet to be implemented relates to development of detailed 

implementation regulations to serve as a guide to the staff of procuring entities and model 

(standard) bidding documents. The model bidding documents are being prepared and expected to 
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be finalized before the end of 2005. The GTAC is currently financing services of international 

and national legal consultants to the State Commission on Public Procurement and Material 

Reserves (SCPPMR) who are assisting with both tasks. Finalization and introduction into practice 

of the implementation regulations and model bidding documents will have a direct positive effect 

on procurement practices in the health sector. The model bidding documents would then need to 

be harmonized with the requirements of the World Bank and other donors participating in the 

Health SWAp and included in the Program Operational Manual.  

Advertisement practices:  Another area which leaves room for further improvement is advertising 

practices of upcoming business opportunities. Currently, most of the tender advertisements are 

made through the Public Procurement Bulletin published by the SCPPMR. The SCPPMR charges 

the fees not only for the subscription to the Bulletin (primarily by the private sector enterprises) 

but also for publishing notifications about upcoming tenders done by the public sector entities 

with limited budgets. Notifications are published in a form of a listing rather than full texts, thus, 

not providing any information on the terms and conditions of the tenders. Publication in local 

newspapers is even more expensive and is avoided by many public institutions. The SCPPMR is 

reluctant to waive the fees for publication of the advertisements as it is the main source of its 

revenues. Also, in order to keep the printing costs low, the SCPPMR avoids publication of full 

text of procurement notices in a paper version of the Bulletin. The solution would be provision of 

adequate funding to the SCPPMR as well as an expansion of the pool of private sector 

subscribers. The first is problematic due to overall budget situation in the country, the latter will 

require time to allow the private sector grow in a course of the country’s economic development. 

While there is no short term solution at the country level, the Ministry of Health as well as other 

procuring entities in the health sector, can improve advertisement practices through the use of 

institutional websites. 

Procurement Planning: Currently, the public procurement law mandates all public sector 

institutions financed from the state budget to prepare annual procurement plans (on the basis of 

annual budget allocations) for submission to the SCPPMR. Planning of procurement operations 

limited to an annual budget cycle that does not provide an opportunity to plan for contracts 

requiring longer than 12 months implementation period. While it is not a critical issue at present 

as the budget is barely enough to finance recurrent expenditures (with investment expenditures 

being mainly financed by the donors), gradual introduction of multi-year rolling procurement 

plans aligned with the transition towards program based budgeting would contribute to efficient 

planning and use of public resources. Technical Assistance funded either under the PHRD or 

under the first year Program of Work can provide training to fiduciary staff in the MOH and the 

MHIF. Also, discussion between the Bank and the MOH/MHIF experts on how to align 

procurement planning with the Program of Work and the budget preparation was initiated in 

September 2005 and will continue throughout implementation period.  

Procurement Organization:  Public procurement law of 2004 mandated each procuring entity to 

incorporate procurement function into the organizational structure. The law, however, was not 

explicit on whether there should be a separate procurement unit created. The MOH, which is 

currently undergoing a re-organization, is planning to establish a small procurement unit in the 

Economic and Finance Department and recruit additional staff. To attract and maintain qualified 

staff would be a challenge due to low remuneration rates of public employees. Bank and other 

donors funds provided for co-financing of Manas Taalimi program would allow financing 

training of procurement staff throughout the implementation period.  

Following government resolution of 2003 on central tender committees, four permanent high 

level committees for “strategically important expenditures were established, including one for 
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procurement of medical equipment and drugs chaired by the Ministry of Health. High level of 

representation (at the level of the deputy ministers from several ministries) leads to delays in 

finalizing decisions and approving results. Permanent membership puts the members under 

pressure, including bribes and threats, and opens the door for abusive practices. Since the law of 

2004 allows establishment of ad hoc tender committees, the MOH/MHIF shall identify a pool of 

health sector specialists who can be trained at the SCPPMR Training center and call them to serve 

on tender committees assembled for individual tenders on an ad hoc basis and with short notice. 

Manas Taalimi Program Operational Manual would include details instructions, guidance and the 

TORs for the members of the tender committees as well as disclosure forms which the members 

would need to sign to serve on a committee. 

Infrastructure for Human Resources Development: In 2001 the government undertook a 

commendable step in establishing the National Procurement Training Center (NPTC) in Bishkek 

with the main objective to provide training to public sector staff in conducting procurement 

activities in compliance with the public procurement law. The NPTC is being supported by the 

twining partnership with the ILO Training center in Turin (Italy) with the financing from the IDF 

grant of the World Bank. The Turin center is providing training to the NPTC staff in management 

of training operations, finance, accounting, as well as design and delivery of training. The 

NPTC's growing training capacity would be useful in procurement capacity building of the health 

sector institutions participating in implementation of the Manas Taalimi Plan and Health SWAp.  

Development of E-procurement: Introduction of e-procurement would, no doubt, improves 

transparency and efficiency of the public procurement system. Public procurement law of 2004 

followed by the law on electronic signature opened the door for such development. However, 

underdeveloped infrastructure and low use of computers and internet by the public entities, 

especially at sub-national level, not mentioning the need for further development of legislative 

framework, make development of e-procurement a long-term task, perhaps, going beyond the 

horizon of Manas Taalimi implementation period.  

3. Corruption Issues 

 

Corruption is acknowledged, even by officials within government, as a major issue in the public 

sector and the project will be implemented in an environment of high perceived corruption. In 

addition to the risk mitigation measures highlighted above and in particular in Annex 7, the 

Project will put additional emphasis on disclosure and transparency and on strengthened 

complaint handling mechanism coupled with specific remedial measures.  A summary of 

measures is included here in the context of fiduciary risk mitigation; corollary benefits vis-à-vis 

good governance are self-evident: 

 
Subject 

 

Risk Mitigation Measures 

Enhanced 

disclosure and 

transparency 

 

 

 

 

 

 

 

 

 

The MOH shall establish and maintain a Health SWAp website which provides updated 

information on program activities and can be accessed by the general public. 

 

The MOH shall, through its procurement unit, make publicly available through the Health 

SWAp website: 

All annual procurement plans and schedules, including all updates thereof; 

All short-lists of consultants (individuals and firms) together with the names and dates of all 

expressions of interests received; 

In the case of pre-qualification, all lists of pre-qualified contractors and suppliers together with 

the names and dates of proposals received; 

All bidding documents and requests for proposals issued in accordance with the procurement 

provisions agreed with the Bank and other Joint Financiers 
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Complaints 

handling 

mechanism 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sanctions and 

Remedies 

 

The MOH shall also make publicly available through the Health SWAp website audit reports 

and financial reports including: 

All annual audit reports—financial or otherwise, and including qualified audit reports—and 

audit management letters prepared in accordance with the financing agreements for this project, 

and all formal responses and follow-up actions of the government: disclosure of audit reports to 

be completed not later than 30 days after receipt of these reports by MOH; 

All World Bank reports prepared for this purpose, in accordance with the financing agreements 

for this project. 

 

The MOH will make available to any member of the public, promptly upon request, any of the 

documents posted on the MOH website in accordance with the procurement provisions of the 

project, subject to payment of a reasonable fee to cover the cost of printing and delivery. 

 

The MOH will post information relating to the printing and delivery fee—and acceptable 

modes of payment—of all documents posted on the project website. 

 

  

The Health Policy Council shall periodically review the effectiveness of the complaints 

handling mechanism for the project, particularly provisions for follow-up investigations of 

serious and unresolved complaints by the internal auditors, and/or third party audit to ensure the 

independence and reliability of the system. 

 

The MHIF shall maintain its current anti-corruption hotline for receiving complaints from the 

general public concerning informal payments or violations of the government’s fee policy for 

health services, including oblast-specific telephone numbers for complaints and regular 

national, regional and facility-specific information campaigns—including prominent display of 

fee schedules and complaints policies—to ensure full access of the population to the hotline 

and its services. 

 

The MOH shall establish a complaints handling unit for the Manas Taalimi program, building 

on the existing anti-corruption hotline, to do the following: 

Administer a telephone ‘hotline’, a dedicated email address and P.O. Box to facilitate 

submission of complaints; 

Act with the highest integrity in maintaining the anonymity of all parties registering 

complaints; 

Record and maintain a log of complaints received against the Manas Taalimi program; 

Respond to all complaints received, in an automatic standardized format, within 7 days of 

receipt; 

Refer, as necessary, any complaints to the Health Policy Council, copying the MOH, the World 

Bank Task Team Leader and the Joint Financiers; and  

Track of the status of investigations and measures taken and disclose such information in 

monthly reports to the Health Policy Council, MOH, the World Bank and the Joint Financiers. 

 

MOH shall, post information on the MOH website regarding the project’s complaint handling 

mechanisms and provide the CHU with a web-based complaint registering service to facilitate 

anonymous complaints. 

 

Should the number of complaints or the nature of complaints received by the CHU indicate 

serious financial irregularities or waste of public resources, the World Bank Task Team, in 

consultation with the Health Policy Council, would reserve the right to order a special forensic 

audit to investigate such irregularities by an independent forensic auditor, acceptable to the 

Bank and under Terms of Reference acceptable to the Bank. 

 

At a broader level, poor performance of the program against any of its key dimensions—budget 

allocation and execution, adherence to the structural and policy directions outlined in Manas 

Taalimi, intrasectoral allocations, sector performance against agreed indicators and milestones, 

and fiduciary performance in MOH/MOH and allied institutions—or failure to take reasonable 

actions to remedy such poor performance after policy dialogue with the Joint Financiers, might 

lead the Bank to take remedial actions of its own choosing, including but not limited to 

reducing the level of financing, suspending disbursements, restructuring to standard project-

based financing instead of budget support, or, as a last resort, canceling of funds altogether. 
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E. HEALTH SECTOR INSTITUTIONAL FIDUCIARY FRAMEWORKS 

 

1. Ministry of Health 

 

Organization and Staffing: 

The Ministry of Health of the Kyrgyz Republic operates under Government decree No.44 dated 

January 31, 2005. It is headed by the Minister assisted by the 1st Deputy Minister and two 

Deputy Ministers. The Minister, three of his deputies and six more senior managers comprise a 

Collegium (Kollegija) of the Ministry. One of the deputies is also the head of the Mandatory 

Health Insurance Fund (MHIF) while the other deputy is the head of the Sanitary and 

Epidemiological Control Service (SES).  See Annex G.5 for an organization diagram of the 

Ministry of Health.  

The MOH has a supervisory role in relation to all health-related organizations regardless of 

ownership and administrative level in the country.   

Within the MOH, the fiduciary functions are assigned to the Economic and Financial Policy 

Department. This department comprises two units- (i) planning and finance; and (ii) accounting 

and reporting, each with established positions of five staff members including a head of the unit. 

The head of accounting and reporting is also the chief accountant, and carries out functions 

usually delegated to this position in the financial regulations, such as check signatory. The 

functions of the two units are described in the organization diagram. 

There are currently four accounting and reporting staff, including the head, who are mainly 

economics and finance graduates, with no specific accounting training and/or accounting 

qualifications. There is one vacancy for a specialist that is in the process of being filled. Staff 

have attained on the job experience that suits them to carry out functions of budgeting, economic 

analysis, accounting and reporting, etc., assigned to the respective units. There is a need to 

further train and equip staff with skills that go beyond simple book-keeping and reporting 

on budget execution. 

Procurement function is assigned to the Accounting and Reporting unit following an internal 

order issued in 2005 (interim Order No.21 dated January 20, 2005). This unit conducts 

centralized procurement of medical supplies with the funding from targeted programs such as 

diabetes, tuberculosis, mental health, and oncology. There is only one person in the unit who 

bears all technical work related to the organization of tenders within the MoH. There is no 

separate procurement unit within the Ministry. Re-organization of the MOH started in 

September 2005 includes an establishment of a small procurement unit of three specialists. 

 

Accounting and financial reporting: 

Accounting and financial reporting is handled by the Accounting and Reporting Unit of the 

Economic and Policy Department. The unit handles all transactions related to the state 

(Republican) budget for the health sector as well as credits and loans received from the external 

sources. There are plans for the overall improvement and introduction of new accounting and 

reporting system within the central office and the MOH system’s institutions. However, the 

Ministry of Health does not have a time-bound action plan for the introduction of the 

improved accounting and reporting system. 
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One of the functions of the unit is to coordinate the financing of the republican institutions 

outside the single payer system. The unit also handles centralized payment for communal services 

of the health institutions outside the single payer system. This requires the unit to prepare 

consolidated financial reports for the entire sector. However, no such reporting was evident 

during the review. Instead consolidation is done by source of funding, which does not give a 

global picture of the resources managed by the Ministry. The Ministry of Health will need to 

improve on the consolidation of financial reports in order to reflect a global view of 

financial performance and position of the health care institutions funded by the republican 

budget, through the ministry. 

Accounting is still manual, and predominantly in paper form (ledger books, pay-sheets, cash 

book, etc.), and is limited to proving reports required by the Ministry of Finance and other 

government agencies. Use of computers is still very limited even for simple tasks as producing 

reports in excel spreadsheet. Various reports reviewed during the HSFA assessment were initially 

written by hand and then transferred into excel spreadsheet. Although some efforts are being 

made to automate the accounting and reporting system this has not been very successful, except 

for the software developed by the Medical Information Center that is used for consolidation of 

some of the reports (mainly Forms #1 -balance sheet, #2 – budget execution, and #4 – revenue 

and expenditure report). Although the Chief Accountant maintains a manual general ledger there 

are no periodic trial balances that would ensure that errors and omissions in the various 

accounts are detected early and corrected. There is, therefore, the risk that ledger entries may 

not be accurate and complete. Computerization of accounting, with attendant controls 

should be a priority for the ministry. 

The MOH, like all line ministries and other budget organizations (spending units) in the country, 

follow a hybrid accrual-based accounting (with the liabilities recorded as and when they are 

incurred, and the revenues recorded only when received); and maintain their own accounting 

records in the prescribed formats using a double entry system of accounting. The main purpose of 

accounting at the level of the ministry is to keep track of expenses vis-à-vis budget allocations, 

although, it does duplicate to some extent the accounting done at the Treasury level. The 

recording and reporting of assets and liabilities, albeit in a crude form, has been the legacy of the 

Soviet system. The Treasury system was set up in mid-90s, based on cash accounting, and 

maintains records of all revenues and payments purely from the budget accounting perspective. 

The cash-based budget execution statements prepared by the Treasury are submitted to the 

Parliament for information and approval.  

Reporting at the central levels is still very fragmented and is based on source of funding 

with no consolidation done to provide a global view. Financial reporting is largely manual, and 

based on formats approved by the Ministry of Finance. The reports are consolidated for all health 

facilities under the ministry, and generally capture the main expenditure items in the health 

sector. The MOH receives quarterly reports from health facilities in paper form and then enters 

the data into software maintained only at the central level for consolidation, before being 

submitted to the Ministry of Finance. Further consolidation is done by the Treasury before 

submission of the reports to the Parliament on annual basis. In accordance with instructions of the 

Ministry of Finance the following eight reports have to be submitted by budgetary organizations: 

Balance Sheet (Form #1); Expenditure Budget Performance (Form#2); Debtor/Creditors 

(Form#3); Report on Advances for Expenses and Business Trips; Special Means (Form#4); Flow 

of Fixed Assets (Form#5); Flow of materials (Form#6); and Report on Losses (Form#15). The 

reports are required to be submitted monthly, quarterly and annually. 
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Internal audit and internal control: 

The Ministry of Health, like most public sector institutions in Kyrgyz Republic, does not have an 

internal audit unit, and there is no practice of periodic review of systems and procedures. 

Instead, the Chamber of Accounts conducts periodic compliance inspections. Aspects of internal 

control are exercised by the chief accountant who ensures compliance with a collection of 

normative acts and orders issued by the Ministry of Finance. These rule-based normative acts and 

orders stipulate specific procedures to be followed when executing transactions, and often leave 

no room for discretion. Key internal control functions include double signing of payment orders 

by either the Minister or Deputy Minister plus Head of the Economic and Financial Policy 

department or Chief Accountant; close monitoring of expenditures against budgeted funds, 

contract signing by the Minister or Deputy minister responsible for financial matters; 

maintenance of stock records (mainly for drugs) and periodic and annual physical inventory by an 

inventory committee appointed annually by the order of the minister; approval of the monthly 

payroll sheet by the Minister, etc. However, as noted above there are no trial balances to act as a 

control mechanism for accuracy and completeness of account balances. The team also noted that 

various issues relating to payroll (see section F.3 for further details). 

Asset control and reporting: The existing equipment, although still functional, is often outdated 

to the extent of being fully depreciated or classified as an impaired asset. A procedure shall be 

introduced for the health facilities to get ‘impaired assets’ off their registers and to dispose them 

after acquisition of new equipment/capital assets. 

External audit: 

As noted above, the Chamber of Accounts which is the Supreme Audit Institution (SAI) of the 

Kyrgyz Republic conducts periodic (annual) compliance inspections of the Ministry’s budget 

execution. These are not financial or performance audits, but rather inspections which are 

intended to ensure compliance with budgetary and other financial regulations. There are usually 

no reports left with the audited institution and no recommendations for improvement in systems 

and procedures. However, audit reports of the Chamber of Accounts form part of the budget 

execution reports submitted to Parliament by the Minister of Finance. Line ministries do not pay 

for audits conducted by the Chamber of Accounts.  

Procurement systems:  

Procurement is governed by the following laws and by-laws: 

 

 Law of the Kyrgyz Republic on Public Procurement No.69 dated May 24, 2004,  

 The Government Resolution No.626 dated October 3, 2003 “On establishment of 

Centralized Tender Commissions”. 

 

According to the above mentioned Government Resolution there were four Central Tender 

Commissions established. The following three have relevance to the health sector: (1) 

Commission for procurement of drugs and medical equipment on behalf of the health sector 

institutions (chaired by the Ministry of Health), (2) Commission for centralized procurement of 

food supplies (chaired by the Commission on Public Procurement and Material Reserves), and (3) 

Commission for centralized procurement of fuel (chaired by the Ministry of Defense). 

 

The Commission for centralized procurement of drugs and medical equipment comprises the 

deputy ministers of the following ministries: Ministry of Health, Ministry of Labor and Social 
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Protection, Ministry of Ecology and Emergency Situations, Ministry of Internal Affairs, and 

Ministry of Education and Culture.  

 

The MoH has established a working group of 11 specialists for organizing and carrying out 

procurement. This working group reports to the Commission and carries out all technical work 

(from collecting requests from the health facilities throughout the country, drafting bidding 

documents, organizing all related logistics, reviewing the bids, preparing evaluation report and 

etc). Requests are normally collected once a year for one, maximum two tenders. The 

Commission approves the recommendations of working group on the outcome of the evaluation 

and selected suppliers. It then informs ordering units and departments of the Ministry and 

ordering health sector institutions on the results of the selection and instructs to initiate the 

negotiations with the selected suppliers. Each ordering unit/entity prepares and signs its own 

contract and process payment. Annual volume of procurement is very low. 

 

There are two more departments involved in procurement process: Department of Organization of 

Medical Support and Licensing reviews complaints and protests from the suppliers; Department 

of Construction is responsible for procurement of civil works.  

 

In 2005 the MOH conducted three tenders for procurement of narcotics, serum and psychotropic 

substances (each tender about Som 500,000 or US$10,000 equivalent) applying request for 

quotations procurement method (equivalent of Shopping procedure). There is no requirement to 

procure drugs and vaccines from GMP certified manufactures only. Most of the supplies come 

from the Russian manufactures whose certificates of quality are acceptable in Kyrgyz republic. 

 

The MOH has no experience in selection of consultants (neither individuals nor firms) as all 

technical assistance is normally funded by donors through separate projects. 

In the absence of updated model bidding documents, the Ministry is using outdated once prepared 

for the previous law of 1997. 

 

As a risk mitigation measure and capacity building plan the following is planned for the duration 

of the Manas Taalimi program: 

 

(a) establish procurement unit within the MOH. Selection of consultants can be 

assigned to the planned strategic or policy unit and/or personnel department.  

(b) recruit additional staff and allocate budget for training in annual program 

budgets. Training will include English language classes and specialized 

procurement courses both in-country (at the SCPPMR Training Center) and 

abroad (ILO Center in Turin, Crown Agents training center in UK, procurement 

management courses in Canada, and etc). Such training would provide in-kind 

incentives to staff who is interested in future carrier development; 

(c) provide technical assistance in a form of international procurement advisor for at 

least the first 18 months of program implementation to provide on-the-job 

training to procurement staff, assist in development of Program Operational 

Manual detailing procurement procedures and bidding documents, and assist in 

preparation of procurement packages for goods and consultants contracts that 

require international competition; 

(d) put in place annual ex-post procurement audit reviews; 

(e) arrange for an independent observer provided by one of the donors (excluding the 

Bank) to monitor the key steps of procurement process (like public bids opening, 

meetings of the tender committees, contracts negotiations) for monitoring 

purposes (without any intervention). 
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2. Mandatory Health Insurance Fund 

Organization and staffing: 

The MHIF was created in 1997 within the system of the MOH. It manages insurance premiums 

collected by the Social Fund SF); and is the body authorized to receive and disburse funds for 

financing of public health services within the single payer system. The MHIF manages the 

obligatory medical insurance funds, budgetary funds and other sources of finance of the public 

health services establishments according to the assigned tasks. The MHIF acts as a strategic 

purchaser of the health services by entering into contracts with the service providers (hospitals 

and Family Group Practices).  

An organizational chart of the central MHIF is presented in Annex G.6.  The MHIF is headed by 

the General Director, who also doubles as Deputy Minister in the Ministry of Health. The General 

Director is assisted, at the central level by two deputies: Deputy Director for Organizational and 

Medical Matters and Deputy Director for Economic and Financial Matters. There are eight oblast-

level MHIF Territorial Departments (including Bishkek City) headed by a Director and assisted, 

as in the case of Chui Oblast, by a Deputy Director for Economic and Financial Matters.  

The Deputy Director for Economic and Financial matters overseas two departments: Financial 

and Economic Department (with nine specialists); and Accounting and Reporting Department, 

headed by a Chief Accountant. The chief accountant is supported by a deputy and five other 

specialists with specific functions as specified in their individual job descriptions. Both the 

economic/financial and accounting/reporting departments work closely with about 31 

accounting/financial staff at the oblast level. The Financial Department is responsible for budget 

planning and monitoring use of funds by health providers, as well as flow of funds, through the 

banking system. Accounting and reporting department handles all accounting work as well as 

financial reports, including consolidation of reports from the oblast level. The department also 

has the responsibility of developing systems and procedures on accounting and reporting, 

although all forms have to be approved by the Ministry of Finance  

Although the MHIF is subordinated to the Ministry of Health it is not regarded as a typical 

budgetary organization but rather as an insurance entity. Despite the fact that the MHIF is not 

regarded as a budgetary organization, the Territorial Departments of the MHIF appear to be 

regarded as budgetary organizations although they administratively fall under the MHIF.  

Accounting and reporting: 

Accounting and reporting is the responsibility of the Chief Accountant, who is the head of 

accounting and reporting unit, and answerable to Deputy Director, Finance. The unit receives 

monthly, quarterly and annual reports from health facilities, through the oblast MHIF TDs, based 

on the MOF templates and consolidates them according to source of funding. Annual reports of 

MHIF are also based on MOF templates and subject to audit by Chamber of Accounts. There are 

altogether eight standard and mandatory reports to be submitted by the health care facilities, and 

include the following: Balance sheet (#1); Budgetary Performance Statement (#2); 

Creditors/Debtors (#3); Report on Advances for Expenses and Business Trips; Revenue & 

Expenditure statement (#4); Flow of Fixed Assets (#5); Flow of Materials (#6); and Report on 

Losses (#15) Each healthcare provider has to prepare a set of the above-listed eight reports for 

each source of financing: Budget; Special Means; SF; and Co-payments.  Altogether therefore, 

each healthcare provider has to prepare 32 reports every quarter.  This is a very time-consuming 
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and laborious exercise.  These reports are consolidated by source of funding by the MHIF TDs 

and submitted to the central MHIF. 

Reporting is still manual although accounting software has been in use for two years. The team 

observed that reports are generally submitted at regular intervals, usually monthly, quarterly and 

annually; and although the reports are prepared largely manually there are often no significant 

delays. During the review the Chief Accountant undertook to consolidate the reports received 

from MHIF TDs, using the accounting software and based on consolidated reporting format 

developed by the MHIF. These trial consolidated reports will be submitted to the Bank by 

appraisal for review, and to demonstrate the capacity of the MHIF accounting system to 

prepare consolidated reports for health care activities under the single payer system.   

Accounting is largely manual, and is limited to monitoring spending against line items and 

proving reports required by the Ministry of Finance and other government agencies. Use of 

computers is still very limited even for simple tasks as producing reports in excel spreadsheet. An 

accounting software, Info Accountant, has been in use for the past two years, but this is being 

used very sparingly and in parallel with the manual system It’s an off the shelf software 

recommended by the Ministry of Finance and used by a number of budget organizations in the 

country. Its limited use is due to a number of reasons, including lack of enthusiasm among staff 

and the fact that electronic reports are still not being accepted, particularly by the Chamber of 

Accounts. There would need to be concerted effort to re-orient staff to the use of automated 

systems of accounting and reporting, including re-training, together with agreement with 

the Chamber of Accounts and Ministry of Finance on the use of electronically generated 

reports. 

Internal control environment: 

Internal control is exercised by ensuring compliance with normative acts and orders of the 

Ministry of Finance. The MHIF has also developed some procedures to be following for the 

management of resources, including accounting and reporting. Key internal control functions 

include bank signing mandate that includes either the Director or Deputy Director and the Chief 

Accountant (or Deputy), regular reconciliation of bank statements, approval of the payroll by the 

Director, contract signing by the Director or Deputy Director responsible for financial matters. 

Standards contracts with health facilities have been developed by the Ministry of Health based on 

regulations registered with the Ministry of Justice. These contracts contain obligations of health 

providers, including accounting and reporting, type of reports and dates of submission. There is 

no internal audit unit and no mechanism for periodic review of systems and procedures as a 

service to the management of the MHIF. Establishment of an internal audit unit would 

greatly strengthen overall internal control framework, particularly in view of the envisaged 

enlarged role of the MHIF in the management of mandatory insurance funds. 

External audit: 

External is conducted on an annual basis by the Chamber of Accounts, basically to verify 

transfers from the SF, and to confirm that the funds are used as intended, but not accuracy of 

reported data by the SF. There is no independent audit on the transfer of collected funds, and the 

MHIF does not have mechanisms to determine accuracy and completeness of transfers made by 

the SF. The HSFA team has requested the Chamber of Accounts for the latest audit report of the 

MHIF, and these will be review to determine the capacity of the Chamber of Accounts to conduct 

external audits in accordance with internally acceptable auditing standards. It is expected, 

however, that the Chamber of Accounts will require significant capacity building in order 
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to conduct external audits in accordance with international standards. In the meantime 

private sector external auditor would be hired to audit the operations of the MHIF, either 

jointly with the Chamber of Accounts or on behalf of the Chamber. 

Procurement systems: 

Procurement functions of the MHIF are divided into two parts: (i) procurement for the needs of 

the Fund (“administrative procurement”), and (ii) procurement for the needs of different entities 

in the health sector (“sector procurement”).  “Administrative procurement” is carried out by both, 

the central MHIF and Territorial Departments. The TDs conduct only administrative procurement 

under request for quotations procurement method. 

“Sector procurement” includes basic medical equipment and supplies for hospitals and health 

facilities within the single payer system, occasionally medical vehicles and drugs. Procurement is 

done either following request for quotations method, or, occasionally, under tender with 

unlimited participation method when procurement package is estimated to exceeds a threshold of 

Som 700,000 (US$12,000 equivalent_)
11

..  

The MHIF forms a tender commission for each tender with unlimited participation. The 

commission normally includes 5 to 7 staff, including technical specialists, sometimes from 

outside of the MHIF. For example, if a tender is for medical equipment, specialists from the 

hospitals are invited to participate on the tender commission. The MHIF does procurement 

sporadically based on availability of funds. In 2004, for example, the Social Fund paid a debt to 

the MHIF and it could procure drugs, vaccines and medical equipment for hospitals through five 

(5) tenders out of which four (4) were for medical equipment. There was no drugs procurement 

done by the MHIF in 2005.  

Procurement of Consulting Services (firms):  there is no experience with selection of consulting 

firms. The MHIF contracted a local consulting firm only once to prepare technical specifications 

for medical equipment tender. The contract was done on a single source (direct contracting) basis. 

The Department has four specialists, including the head (Ms. Mariyam Djankorozova). Only one 

staff participated in the procurement training at the National Training center. 

Technical specifications for tender documents for procurement of medical equipment are 

prepared by the specialists from the hospitals. For preparation of the bidding documents for 

drugs/pharmaceuticals the department collects the requests and the specifications from the health 

facilities. Based on these specifications and requests the department prepares required 

procurement documentation (including “call for tender”) and send it to the State Commission 

(SCPPMR) for approval. The Commission also approves minutes of the bid opening and the 

evaluation report (recommendations records). Without Commission’s approval the department 

can not proceed with the contract award and signing.  

Risk mitigation and capacity building measures are similar to the ones proposed for the MOH. 

 

                                                 
11

 Procurement method thresholds are established by the government. The latest one (in force on the date of 

this report) was the Resolution of the Government of KR “On establishing of threshold amounts in public 

procurement”  issued in July 9, 2001, #327. 
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3. Healthcare Providers 

 

Organization and staffing: 

Oblast level facilities such as Family Medicine Centers, Territorial/Merged Hospitals 

administratively fall under the management of oblast administration. A typical territorial hospital, 

like the Sokuluk Territorial Hospital that the team visited, is headed by the Chief Physician, who 

is the Director. This hospital has a staff capacity of 369 and a bed capacity of 240; and receives 

the bulk of its funding from the MHIF, State Budget and also generates own revenue through co-

payments. The Chief Accountant heads the accounting and reporting unit, with a staff of 4, 

mainly dealing with record-keeping and reporting on fund utilization. The specialists are assigned 

responsibility based on source of funding. There is also a finance and economics unit that handles 

budgeting and financial issues. The budget is approved annually by the MHIF TD, while the level 

of co-payments is determined by the rates/tariffs approved annually by the Government. Co-

payments are banked in an account maintained by the hospital and its use is determined by the 

Treatments Committee that approves the spending. 

Family medicine Centers were formed following the Health sector Reforms of 2001. Each FMC 

has a number of Family Group practices (FGPs), some specialists and an ambulatory service. The 

Sokuluk rayon FMC that the team visited is headed by a director. The FMC has 14 FGPs and 

serves a population of about 75,000. It receives funding based on capitation from both the local 

budget and MHIF, and also generates a small amount from co-payments. It has a staff capacity of 

475 that include 4 accounting personnel, headed by a chief accountant. 

Accounting and reporting: 

 

At the oblast level local health care facilities (FMC, FMGP, Territorial/Merged hospitals) submit 

reports both to the MHIF TD and the Oblast Treasury Department. This arrangement is intended 

to facilitate reconciliation of the data between the Treasury Department and the MHIF TD, before 

being submitted to the central treasury. Accounting is manual (paper ledgers); and reports are 

initially prepared in paper form before being transferred into a spreadsheet. Contracts between 

these facilities and the MHIF stipulate the type of reports required and submission due dates, but 

the forms are based on those approved by the Ministry of Finance. Although the reports are 

manually prepared they are usually submitted on time, and the team did not find any significant 

delays. Computerization of accounting and reporting would increase efficiency and 

reliability of data; and pilot hospitals and FMCs should be selected for the initial 

computerization of accounting systems before being rolled to other facilities. 

Internal aontrol / Internal audit: 

 

None of the health care facilities has an internal audit unit. They follow the normative acts and 

financial regulations issued by the Ministry of Finance for all budget organizations. The chief 

accountant ensures compliance with accounting norms and regulations; and the level of control 

exercised by the MOF/Treasury in general, and periodic inspections by the Chamber of Accounts, 

ensures that accounts reports are generally accurate. However, the team did not find any evidence 

of periodic reconciliation done as part of ensuring that accounting records and ledgers are 

accurate. The facilities submit separate reports to the Treasury department and also to the MHIF 

TD who then reconcile the data submitted between themselves as a way of verifying accuracy and 

completeness of the reports submitted by the facilities. Internal audit unit to be established 

within the MHIF will conduct periodic review of systems and procedures of the health care 

providers as part of strengthening internal control environment in the health sector. 
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External audit: 

 

The Chamber of accounts conducts periodic inspections mainly to check on utilization of 

budgetary funds and also to ensure compliance with the regulations. The team did not find any 

reports of the Chamber of Accounts, and it was not possible to determine what kind of issues has 

been raised by the Chamber of Accounts in past audits. External audit of the healthcare 

providers will be required as part of the audit of the health sector program. 

 

Procurement systems: 

 

Sub-national level health sector institutions do not have procurement units or full time dedicated 

staff to administer procurement transactions. None of the sub-national sector institutions conduct 

procurement tenders due to the limited funds that are often insufficient even to meet the recurrent 

expenditures needs. All procurement of investment expenditure items are procured either by the 

donors or from the state budget by the MOH. 

 

F. HEALTH SECTOR FIDUCIARY SYSTEMS 

 

Funds within the health sector for the implementation of the Manas Taalimi program will flow 

through two institutions: the Ministry of Health and the Mandatory Health Insurance Fund.  The 

former will be responsible for three program categories: (i) public health services, (ii) the high-

technology fund, and (iii) administration, capital spending, education and research.  The latter 

together with its Territorial Departments will be responsible for two program categories: (i) the 

Program of State Guarantees; and (ii) the Outpatient Drug Benefit program.  This section 

described the fiduciary arrangements relevant to the implementation of Manas Taalimi. 

 

1. Distribution of resources for recurrent expenditures amongst health sector institutions 

 

There are essentially two systems for the distribution of resources for recurrent expenditures 

amongst health sector institutions: (i) for those healthcare providers operating under the so-called 

Single Payer System (SPS); and (ii) for all other health sector institutions including healthcare 

providers not under the SPS as well as those health sector institutions which are not healthcare 

providers.  Although both systems formally fall under the authority of the Ministry of Health 

(MOH), the Mandatory Health Insurance Fund (MHIF) is administratively responsible for the 

former and the MOH is administratively responsible for the latter. 

The transfers of resources for the two systems are shown in diagrammatic form in Annex G.3.  A 

summary of the various resources available to the health sector is presented in the table below 

together with an indication of which health sector institution first receives these resources, both 

currently (in 2005) and prospectively (from 2006). 

Sources of health sector financing 

Source Purpose Current first 

recipient (in 2005) 

Proposed first recipient (from 

2006) 

Republican 

Budget 

Categorical grants (2005) 

 

TD MHIFs. N/A – Categorical grants will 

be withdrawn from 2006 
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Sources of health sector financing 

Source Purpose Current first 

recipient (in 2005) 

Proposed first recipient (from 

2006) 

Republican 

Budget 

Minimum budget financing 

standards under the Single 

Payer System (from 2006) 

N/A – This 

financing will be 

introduced from 

2006 only. 

MHIF (on the basis of to-be-

arranged delegated authority 

from the MOH).   

Republican 

Budget 

Healthcare provision fees for 

so-called vulnerable groups 

including children and 

recipients of social benefits 

MHIF No change (MHIF) 

Republican budget MOH-financed programs 

inclusive of MOH 

administrative costs 

MOH No change (MOH) 

2% Mandatory 

Health Insurance 

contributions 

collected by the 

Social Fund 

Partial financing of benefits 

and services contracted by 

MHIF as well as MHIF 

overheads 

MHIF via Social 

Fund 

No change (MHIF via Social 

Fund) 

Local government 

taxes 

Partial financing of MHIF-

contracted benefits and 

services and/or direct budget 

support of health facilities at 

oblast level and below 

Health facilities 

via accounts with 

Rayon/Oblast level 

Treasury 

Department 

Collected and combined 

centrally with Republican 

Budget and re-distributed 

through Republican Budget. 

Patient Co-

payments 

Supplementary financing of 

individual health care 

Healthcare 

facilities 

No change (Healthcare 

facilities) 

Special Means 

(collected as fees 

for services from 

patients) 

Supplement finances of 

Health Care Staff and 

Facilities for services not 

covered by the State Benefit 

Package 

Various Service 

providers and 

institutions 

No change (Various Service 

providers and institutions) 

 

Distribution of resources under the Single Payer System through the MHIF: 

As discussed earlier in this report, the MHIF manages insurance premiums collected by the Social 

Fund (SF) and is the body authorized to receive and disburse funds for financing of public health 

services under the single payer system.  The MHIF acts as a strategic purchaser of healthcare 

services by entering into contracts with the healthcare providers and pharmacies.  

The SF remits revenues collected for health insurance to the MHIF on a monthly basis.  The SF 

previously accumulated arrears but it is understood that these have now been substantially 

reduced following an MOU signed between the IMF and the Government. There is now monthly 

reconciliation of data between the SF and the MHIF with reliance being made on ability of the SF 

to accurately and faithfully report on collections, as there is no independent verification of the 

amounts collected by the SF. 
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Thereafter, the flow of resources under the Single Payer System is as shown in first diagram of 

Annex G.3.  It should be noted that the flow of resources under the SPS shown in the first 

diagram of Annex G.3 are those proposed for 2006 onwards and represents a modification of the 

flow of resources currently in force (shown in the second diagram of Annex G.3) to take account 

primarily of already legislated changes in the way that local budget resources will be transferred 

to healthcare providers - they previously were transferred directly from local budgets to 

Territorial Departments of the MHIF but now will be collected centrally and distributed by the 

MHIF in a manner similar to the distribution of Budget resources.  This proposed flow of 

resources for recurrent expenditures was discussed extensively with the MOF, MOH and 

MHIF during the Bank’s pre-appraisal mission in the period September 5-16, 2005 and will 

be formally confirmed by the MOF and MOH by negotiations. 

There are essentially three types of resource transfers to healthcare providers:  

(i) Based on population or per capita based.  Under this schema, resources are 

transferred to healthcare providers, primarily FMCs and FGPs, based on the 

population served by the healthcare provider.  Population data is submitted by 

healthcare provider to the MHIF on a quarterly basis and thereafter reviewed by the 

MHIF for reasonableness as compared to other available population data such as 

National Statistical Data as well as movements from the previous period.  At present, 

there is no comprehensive system to mitigate the risk of double-counting patients.  

Consequently, it is possible for patients to appear in more than one 

FMC’s/FGP’s count of patients or for ghost patients to be included.  The MHIF 

is considering implementing a voucher system to mitigate this risk whereby patients 

will be given a unique voucher which will form the basis of healthcare providers’ 

population data and also enable patients to be monitored nationally.  An Enrolment 

Database for primary care has been piloted for Bishkek, Chui and Issykul.  A 

comprehensive system for the registration of patients should be given careful 

consideration under Manas Taalimi.  Transfers are made quarterly from SF 

resources and monthly from Budget resources on the basis of the previous quarter-

end data. 

(ii) Based on services provided or case-based.  Under this schema, resources are 

transferred to healthcare providers, primarily hospitals and private sector pharmacies, 

based on the healthcare services provided.  Hospitals complete a clinical statistical 

form (066Y) after each case and thereafter enters the data into a computer program, 

Case-Based, that is “owned” and provided by the MHIF.  Cases are given unique and 

sequential identification numbers and record relevant data including the code for the 

type of service as well as the patients’ identification numbers and whether or not the 

patient is part of the so-called vulnerable groups or a contributor to the Social Fund.  

The case data is consolidated monthly into a Hospital Database by the MHIF and 

forms the basis of the transfers made to the healthcare providers based on standard 

norms and financing percentages.  A similar system operates for private sector 

pharmacies although the input document is a pre-numbered sequential prescription 

order that is completed in part by the FMC or FGP and in part by the pharmacy.  The 

pharmacy calculates the amount to be paid by the patient as: the sales price to be 

charged by the pharmacy less the amount reimbursable from the MHIF under the 

Additional Drug Program which includes a norm for the type of drug and a factor 

depending on whether the patient is part of the so-called vulnerable groups or a 

contributor to the Social Fund.  The prescription data is consolidated monthly into the 

ADP Database by the MHIF and forms the basis of the transfers made to the 
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pharmacies.  The MHIF monitors whether or not patients are contributors to the 

Social Fund by exchanging data with the SF on contributors. 

(iii) Based on a proportion of an annually agreed budget of the healthcare provider.  

Under this schema, healthcare providers (those neither financed on a per capita basis 

nor on a case basis) agree annually on an annual budget.  Based on an estimate 

provided by the MOF of the Budget resources that will be made available in each 

quarter, the MHIF prepares a quarterly budget for each healthcare provider.  Every 

month, one third of each quarter’s budget for each healthcare provider is released by 

the MHIF to the relevant healthcare provider through the Treasury. 

It should be noted that the MHIF is often unable to implement fully the resource transfers to 

healthcare providers in accordance with the above-described schema due to cash shortages 

in the Budget.  When there is a cash shortage, the MOF informs the MHIF of the cash that will 

be made available to the MHIF.  After taking into account any protected line items, it is left to the 

discretion of the MHIF to allocate the available resources to the various healthcare providers.  It 

is understood that the MHIF allocates the available resources in proportion to the resources due to 

the healthcare providers.  This may be mitigated at a country level by better cash forecasting and 

management.  This may be mitigated at a sector level by donors to Manas Taalimi requiring 

adequate financing of the sector. 

Distribution of resources by the MOH: 

Resources under the control of the MOH are distributed based on a proportion of an annually 

agreed budget.  Under this schema, health sector institutions agree annually on an annual budget.  

Based on an estimate provided by the MOF of the Budget resources that will be made available in 

each quarter, the MOH prepares a quarterly budget for each health sector institution.  Every 

month, one third of each quarter’s budget for each health sector institution is released by the 

MOH to the relevant health sector institution through the Treasury.  As discussed earlier in this 

report, there are problems with the release of resources through Treasury due to cash shortages in 

the Budget. 

2. Distribution of resources for investment expenditures amongst health sector institutions 

 

Presently, there is no regular health sector investment (or capital) budget because of a lack of 

Budget resources.  All health sector investments to-date have been financed entirely or 

substantially by donors and development agencies, including the Bank.  However, if the Budget 

had sufficient resources to finance an investment program, the investments would appear in the 

Budget and the Public Investment Plan (PIP, Annex 3 to the Budget). Under Manas Taalimi, it is 

proposed that the PIP will be managed and implemented by the Ministry of Health.  Budget 

resources, including those resources effectively contributed by donors into the Budget, will be 

managed as shown diagrammatically in Annex G.4.  This proposed flow of resources for 

investment expenditures was discussed extensively with the MOF, MOH and MHIF during 

the Bank’s pre-appraisal mission in the period September 5-16, 2005 and will be formally 

confirmed by the MOF and MOH by negotiations. 
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3. Payment systems 

 

The following table summarizes the type and value of expenditures (exclusive of donor 

financing) anticipated by the 2006 Manas Taalimi budget.  In terms of payment systems, there are 

essentially two types: one for payroll (i.e. wages and contributions to the social fund) and another 

for the rest. 

 
( K G S '0 0 0 ) C la s s i f  

B u d g e t  l in e  i t e m C o d e B u d g e t S p e c ia l  m e a n s S o c ia l  F u n d P IP O th e r T o ta l %

W a g e s 1 1 0 1 7 8 6 ,1 4 3     3 6 ,8 3 1             1 0 ,9 8 2        - 3 4 ,2 5 3   8 6 8 ,2 0 8     3 7 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 1 8 0 ,8 1 3     8 ,7 1 6               2 ,6 3 6          - 7 ,8 7 8     2 0 0 ,0 4 3     9 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 5 ,4 4 6         2 ,1 6 8               4 7 3             - -         8 ,0 8 7         0 %

D r u g s  p r o c u r e m e n t 1 3 2 2 2 1 2 ,4 3 8     8 ,6 0 3               -             - 1 2 8 ,4 2 2 3 4 9 ,4 6 2     1 5 %

M e a ls 1 3 2 3 1 3 5 ,8 5 8     4 ,0 5 8               -             - 2 4 ,4 2 3   1 6 4 ,3 3 9     7 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 5 5 ,9 5 2       8 ,2 3 0               7 0 5             - 3 ,6 9 2     6 8 ,5 8 0       3 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 1 5 6 ,9 8 6     1 5 ,5 3 7             2 ,3 7 9          - -         1 7 4 ,9 0 3     8 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 2 3 ,6 0 0       1 5 ,6 3 0             1 ,8 2 0          - 1 6 ,7 7 9   5 7 ,8 2 8       2 %

O th e r Д р у г и е : 2 8 ,8 6 8       6 ,4 0 5               2 4 7 ,4 0 5      - -         2 8 2 ,6 7 8     1 2 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . 1 0 2 ,9 0 0     -                   -             - -         1 0 2 ,9 0 0     4 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . 6 ,0 0 0         -                   -             - -         6 ,0 0 0         0 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . 4 1 ,4 8 0       -                   -             - -         4 1 ,4 8 0       2 %

A l l  p r o g r a m s 1 ,7 3 6 ,4 8 4  1 0 6 ,1 7 7           2 6 6 ,4 0 0      - 2 1 5 ,4 4 7 2 ,3 2 4 ,5 0 8  1 0 0 %

R e p u b l ic a n  B u d g e t

 
 

Payroll: 

 

In accordance with the 2006 Manas Taalimi program budget, health sector wages, including 

contributions to the Social Fund, is projected to account for 46% of total recurrent expenditures 

(exclusive of donor-financing).  Payroll is thus a significant component of recurrent expenditures. 

 

The remuneration structure for health sector workers is governed by government resolution no. 

108 of February 27, 2004.  The government approves annually a tariff for civil servants and this 

determines the base salary for every health sector worker.  Multiplied to this base salary are 

coefficients for professional qualifications.  And added to the resultant product are premiums for 

additional factors such as location, additional responsibilities and additional work undertaken.  

Each health sector institution (MOH, MHIF, TDMHIF, healthcare facility) maintains a payroll 

database of their employees and their pay rates.  This payroll database is usually a manual system 

(it is manual at the MOH) but it is understood that some health sector institutions maintain their 

payroll database on computer in a dedicated payroll system.   

 

The head of each department / unit in each health sector institution maintains a monthly timesheet 

for all employees within her/his unit.  The personnel department in each health sector institution 

maintains a register of holidays taken be employees of the institution.  At the end of every month, 

the accounting department of the health sector institution receives the timesheets from the heads 

of each department / unit as well as the information maintained by personnel and thereafter, on 

the basis of this information, prepare a payroll calculation.  The payroll calculation uses the 

payroll database as it starting point and then makes appropriate additions and deductions (e.g. for 

overtime, sickness and holiday) to compute the gross monthly salary for each employee.  

Deductions from gross salary (income tax, contributions to the Social Fund, and contributions to 

trade unions) are also factored into the payroll calculation from which a net payroll per employee 

is calculated.  A net payroll listing produced showing the net amount payable to each employee is 

produced from the payroll calculation.   
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The net payroll listing together with a Payment Order in the same amount for a cash withdrawal 

is approved and signed by the head of the health sector institution (e.g. Minister of the MOH, 

Chief Physician or Director of a hospital) and the Chief Accountant.  After withdrawal of the 

cash, the Chief Accountant or other cashier distributes the cash to the appropriate employees who 

sign the payroll listing.   

 

Pay slips for each employee with details of their payroll calculation are neither produced nor 

distributed to each employee.  Rather, if an employee believes that s/he has received an incorrect 

net salary, the employee may request to see the payroll calculation. 

 

The deductions from gross payroll are transferred to the appropriate authorities in the same 

manner as for normal payments i.e. a payment order is completed and signed by the head of the 

healthcare institution and Chief Accountant.  Summaries of payroll deductions and remittances of 

these deductions are provided to the SF and tax authorities during the course of their normally 

annual on-site audits of the healthcare institutions and an annual return is sent to the SF as a 

matter of course. 

 

Fiduciary issues in respect of payroll arising from the above include: 

1. Payroll calculations are not approved.  Whilst the net payroll listing is approved, the 

payroll calculation itself is not approved.  There is a risk that fraud and errors in the 

computation of payroll may go undetected.  Payroll calculations should be approved.  For 

institutions with a large number of employees, computerized payroll software would 

allow for automated analytical reviews and exception reports to be produced which 

would greatly facilitate the identification of fraud and error. 

2. Payroll systems are generally manual.  There is a risk that fraud and errors in the 

computation of payroll may go undetected.  Payroll calculations should be checked by a 

second member of the accounting department.  For institutions with a large number of 

employees, computerized payroll software would reduce the burden of this work and the 

risk of such occurrences. 

3. Payroll slips detailing an employee’s payroll calculation are not produced and given to 

employees.  There is a risk that fraud and error may remain undetected as underpaid 

employees may be reticent about questioning the salary that they received.  In addition, in 

environments where employees generally receive no confirmation of the bone fide nature 

of their income, they are put in a position similar in nature to those in the shadow 

economy who are unable to demonstrate the source of their income to tax and other 

authorities.  Thus the shadow economy is more likely to persist.  Payroll slips should be 

produced at the time of payment.  Computerized payroll systems would reduce the 

burden of this work and contribute mitigate the risk of error in its production. 

4. All employees sign the same net payroll listing when they receive their net salary and 

thus they are able to see how much other employees have received.  It is unclear whether 

this favors transparency at the expense of employees’ privacy.  There is a greater risk that 

employees will be disgruntled and may not perform in their job.  In many countries, this 

information is normally kept private.  If payments are to remain in cash rather than 

through bank transfers, this issue should be given explicit consideration.  

Note – Although no evidence of ghost workers was found during the preparation of the HSFA, 

the risk that the operation finances salaries of ghost workers will be mitigated by the program's 

audit for which the terms of reference will be devised in a manner broad enough to require the 

auditor to detect any such material incidences.  
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Other expenses: 

 

A similar process is followed for contracting of services (as opposed to procuring of investment 

expenditure items subject to public procurement law), contract management and payment of all 

other expenditures. 

 

After procurement, all contracts are signed by the head of the health sector institution (e.g. the 

Minister of Health in the case of the MOH) or her/his deputy responsible for financial matters.  

Contracts are monitored by the procuring department or unit.  Standards contracts with health 

facilities have been developed by the MOH based on regulations registered with the Ministry of 

Justice. These contracts contain obligations of health providers, including accounting and 

reporting, type of reports and dates of submission. There are no contract management systems. 

Therefore, not only is it not possible readily to determine the outstanding amounts due on 

contracts already concluded, but there is also a risk that contractors may be over-/under- 

paid.   
 

Payments are authorized by the head of the health sector institution or her/his deputy responsible 

for financial matters together with the institution’s Chief Accountant or her/his deputy. 

 

4. Procurement systems 

 

Investment expenditure items included in Manas Taalimi program include medical and laboratory 

equipment; office and computer equipment and software; renovation of limited number of 

facilities (no new construction is foreseen at this time; and technical assistance. Procurement 

procedures based on the public procurement law and aligned with the Bank procurement 

guidelines (of May 2004 edition) would be detailed in the Program Operational Manual (POM) 

which would be mandatory for use by all procuring entities in the health sector. 

Recurrent costs are planned for the following five budget categories: (1) The Program of State 

Guarantees, (2) The High-Technology Fund, (3) The Outpatient Drug Benefit, (4) Public Health 

Services, and (5) Administration. Recurrent costs are estimated against “minimum standards” (for 

health care) established by the government decree. 

Procurement systems differ by procuring entity as described in earlier sections (see C.5 and E) 

demonstrating an example of procurement systems within the MOH and MHIF. 
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1. 2006 Health Sector Budget 

 

2006 Recurrent Expenditure Manas Taalimi Program Budget (excluding donor funding) 
( K G S '0 0 0 ) C la s s i f  

B u d g e t  l in e  i t e m C o d e B u d g e t S p e c ia l  m e a n s S o c ia l  F u n d P IP O th e r T o ta l %

W a g e s 1 1 0 1 7 8 6 ,1 4 3     3 6 ,8 3 1             1 0 ,9 8 2        - 3 4 ,2 5 3   8 6 8 ,2 0 8     3 7 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 1 8 0 ,8 1 3     8 ,7 1 6               2 ,6 3 6          - 7 ,8 7 8     2 0 0 ,0 4 3     9 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 5 ,4 4 6         2 ,1 6 8               4 7 3             - -         8 ,0 8 7         0 %

D r u g s  p r o c u r e m e n t 1 3 2 2 2 1 2 ,4 3 8     8 ,6 0 3               -             - 1 2 8 ,4 2 2 3 4 9 ,4 6 2     1 5 %

M e a ls 1 3 2 3 1 3 5 ,8 5 8     4 ,0 5 8               -             - 2 4 ,4 2 3   1 6 4 ,3 3 9     7 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 5 5 ,9 5 2       8 ,2 3 0               7 0 5             - 3 ,6 9 2     6 8 ,5 8 0       3 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 1 5 6 ,9 8 6     1 5 ,5 3 7             2 ,3 7 9          - -         1 7 4 ,9 0 3     8 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 2 3 ,6 0 0       1 5 ,6 3 0             1 ,8 2 0          - 1 6 ,7 7 9   5 7 ,8 2 8       2 %

O th e r Д р у г и е : 2 8 ,8 6 8       6 ,4 0 5               2 4 7 ,4 0 5      - -         2 8 2 ,6 7 8     1 2 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . 1 0 2 ,9 0 0     -                   -             - -         1 0 2 ,9 0 0     4 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . 6 ,0 0 0         -                   -             - -         6 ,0 0 0         0 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . 4 1 ,4 8 0       -                   -             - -         4 1 ,4 8 0       2 %

A l l  p r o g r a m s 1 ,7 3 6 ,4 8 4  1 0 6 ,1 7 7           2 6 6 ,4 0 0      - 2 1 5 ,4 4 7 2 ,3 2 4 ,5 0 8  1 0 0 %

W a g e s 1 1 0 1 6 8 9 ,6 5 8     1 3 ,3 5 7             3 4 ,2 5 3   7 3 7 ,2 6 8     4 0 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 1 5 8 ,6 2 2     3 ,1 1 9               7 ,8 7 8     1 6 9 ,6 1 8     9 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 3 ,7 2 2         9 2 6                  4 ,6 4 8         0 %

D r u g s  p r o c u r e m e n t 1 3 2 2 1 0 1 ,8 1 8     4 ,7 9 4               1 2 8 ,4 2 2 2 3 5 ,0 3 3     1 3 %

M e a ls 1 3 2 3 1 3 2 ,2 1 5     3 ,0 7 1               2 4 ,4 2 3   1 5 9 ,7 0 9     9 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 1 4 ,8 8 6       3 ,5 2 1               3 ,6 9 2     2 2 ,0 9 9       1 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 1 3 2 ,6 2 0     7 ,9 0 1               1 4 0 ,5 2 1     8 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 1 1 ,7 1 0       7 ,1 7 1               1 6 ,7 7 9   3 5 ,6 6 0       2 %

O th e r Д р у г и е : 1 3 ,9 1 8       2 ,6 2 9               1 9 2 ,1 7 0      2 0 8 ,7 1 7     1 1 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . 8 3 ,5 4 4       8 3 ,5 4 4       5 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . 4 ,8 7 1         4 ,8 7 1         0 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . 3 3 ,6 9 4       3 3 ,6 9 4       2 %

P r o g r a m  o f  S t a t e  G u a r a n t e e s 1 ,3 8 1 ,2 7 7  4 6 ,4 8 8             1 9 2 ,1 7 0      - 2 1 5 ,4 4 7 1 ,8 3 5 ,3 8 1  1 0 0 %

W a g e s 1 1 0 1 5 4 ,4 5 6       5 ,8 9 3               6 0 ,3 4 9       4 6 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 1 2 ,5 2 5       1 ,3 8 3               1 3 ,9 0 8       1 1 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 7 8 8            8 4 1                  1 ,6 2 8         1 %

D r u g s  p r o c u r e m e n t 1 3 2 2 3 0 ,9 1 8       2 ,7 8 5               3 3 ,7 0 4       2 6 %

M e a ls 1 3 2 3 2 8              2 5 7                  2 8 5            0 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 8 8 8            9 9 7                  1 ,8 8 5         1 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 8 ,0 9 7         3 ,2 3 3               1 1 ,3 3 0       9 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 2 ,6 3 8         3 ,1 9 4               5 ,8 3 2         4 %

O th e r Д р у г и е : 9 3 3            6 1 8                  1 ,5 5 1         1 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . -            0 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . -            0 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . -            0 %

P u b l ic  H e a l t h 1 1 1 ,2 7 0     1 9 ,2 0 2             -             - -         1 3 0 ,4 7 2     1 0 0 %

W a g e s 1 1 0 1 -            0 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 -            0 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 -            0 %

D r u g s  p r o c u r e m e n t 1 3 2 2 -            0 %

M e a ls 1 3 2 3 -            0 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 3 0 ,0 0 0       3 0 ,0 0 0       1 0 0 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 -            0 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 -            0 %

O th e r Д р у г и е : -            0 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . -            0 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . -            0 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . -            0 %

H ig h  t e c h  m e d ic a l  a s s is t a n c e  3 0 ,0 0 0       -                   -             - -         3 0 ,0 0 0       1 0 0 %

R e p u b l ic a n  B u d g e t
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/ continued 

 
( K G S '0 0 0 ) C la s s i f  

B u d g e t  l in e  i t e m C o d e B u d g e t S p e c ia l  m e a n s S o c ia l  F u n d P IP O th e r T o ta l %

W a g e s 1 1 0 1 4 2 ,0 2 9       1 7 ,5 8 1             1 0 ,9 8 2        7 0 ,5 9 1       2 9 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 9 ,6 6 7         4 ,2 1 4               2 ,6 3 6          1 6 ,5 1 7       7 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 9 3 6            4 0 2                  4 7 3             1 ,8 1 1         1 %

D r u g s  p r o c u r e m e n t 1 3 2 2 7 9 ,7 0 2       1 ,0 2 4               -             8 0 ,7 2 5       3 3 %

M e a ls 1 3 2 3 3 ,6 1 5         7 3 0                  4 ,3 4 5         2 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 1 0 ,1 7 9       3 ,7 1 2               7 0 5             1 4 ,5 9 6       6 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 1 6 ,2 7 0       4 ,4 0 3               2 ,3 7 9          2 3 ,0 5 2       9 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 9 ,2 5 1         5 ,2 6 5               1 ,8 2 0          1 6 ,3 3 6       7 %

O th e r Д р у г и е : 1 4 ,0 1 7       3 ,1 5 8               1 ,4 8 5          1 8 ,6 6 1       8 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . -            0 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . -            0 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . -            0 %

A d m in is t r a t io n ,  s c ie n c e ,  e d u c a t io n 1 8 5 ,6 6 6     4 0 ,4 8 8             2 0 ,4 8 0        - -         2 4 6 ,6 3 4     1 0 0 %

W a g e s 1 1 0 1 -            0 %

C o n t r ib u t io n  to  S o c ia l  F u n d 1 2 1 1 -            0 %

D o m e s t ic  b u s in e s s  t r ip s 1 3 1 1 -            0 %

D r u g s  p r o c u r e m e n t 1 3 2 2 -            0 %

M e a ls 1 3 2 3 -            0 %

E q u ip m  p r o c u r e m e n t 1 3 2 1 -            0 %

U t i l i t y  s e r v ic e s 1 3 3 3 - 1 3 3 9 -            0 %

O th e r  p r o c u r e m e n t  o f  e q u ip  &  s e r v ic e s 1 3 4 1 -            0 %

O th e r Д р у г и е : 5 3 ,7 5 0        5 3 ,7 5 0       6 6 %

H e a lth  in s u r a n c e  f o r  c h i ld r e n 3 .4 .3 .1 . 1 9 ,3 5 6       1 9 ,3 5 6       2 4 %

H e a lth  in s u r a n c e  o f  s o c ia l  b e n e f i t s  r e c ip ie n ts 3 .4 .3 .2 . 1 ,1 2 9         1 ,1 2 9         1 %

H e a lth  in s u r a n c e  f o r  p e n s io n e r s 3 .4 .3 .3 . 7 ,7 8 6         7 ,7 8 6         9 %

A d d i t io n a l  D r u g  P a c k a g e  P r o g r a m 2 8 ,2 7 1       -                   5 3 ,7 5 0        - -         8 2 ,0 2 1       1 0 0 %

R e p u b l ic a n  B u d g e t

 
 

 

Note.  Social Fund financing of Other Expenditures within the Program of State Guarantees 

finances primarily salaries, drugs and equipment at the discretion of health care providers.  Social 

Fund financing of Other Expenditures within the Additional Drug Package Program will finance 

drugs at pharmacists.  The Administration, Science and Education program expenditures fall 

under the remit of the Ministry of Education; however, the corresponding expenditures shown 

under Special Means are those financed from the healthcare service providers and the 

corresponding expenditures shown as financed by the Social Fund represent the administration 

costs of the MHIF and TD MHIFs.
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2006 Annual Manas Taalimi Republic Budget (excluding donor funding) 

O r g a n iz a t io n  c o d e  /  E x e c u t in g  

a g e n c y T o t a l

W a g e s  

1 . 1 . 0 . 0 .

C o n t r  t o  

S F  

1 . 2 . 1 . 1 .

D o m e s t ic  

b u s in e s s  

t r ip s  

1 . 3 . 1 . 1 .

F o r e ig n  t r ip s  

1 . 3 . 2 . 1 .

E q u ip m  

p r o c u r e m e n t  

1 . 3 . 2 . 1 .

D r u g s  

p r o c u r e m e n t  

1 . 3 . 2 . 2 .

M e a ls  

1 . 3 . 2 . 3 .

U t i l i t y  

s e r v ic e s  

1 . 3 . 3 .

T r a n s p o r t  

1 . 3 . 3 . 3 .

O t h e r  

p r o c u r e m e n t  

o f  e q u ip  &  

s e r v ic e s  

1 . 3 . 4 . 1 .

F in a n c in g  

u n d e r  S P S  

1 . 3 . 4 . 3 .

C a p i t a l  

r e p a i r s  

4 . 0 . 0 . 4 .

V u ln e r a b le  

p e r s o n s  

3 . 4 . 3

H e a l t h  

in s u r a n c e  

f o r  

c h i ld r e n  

3 . 4 . 3 . 1 .

H e a l t h  

in s u r a n c e  

o f  s o c ia l  

b e n e f i t s  

r e c ip ie n t s          

3 . 4 . 3 . 2 .

H e a l t h  

in s u r a n c e  f o r  

p e n s io n e r s  

3 . 4 . 3 . 3 .

P r o p o r t io n  o f  t o t a l  s p e n d 5 % 1 % 0 % 0 % 2 % 8 % 3 % 2 % 0 % 1 % 7 0 % 1 % 8 % 6 % 0 % 2 %

R e p u b l i c a n  B u d g e t 1 0 0 % 1 7 7 3 1 3 5 8 2 6 5 0 1 9 0 1 0 4 3 2 6 4 4 0 0 5 0 1 3 4 3 5 4 4 4 5 9 6 3 5 8 2 7 3 8 8 5 1 4 8 6 6 1 2 3 6 8 4 4 1 0 1 7 8 1 5 0 3 8 0 1 0 2 9 0 0 6 0 0 0 4 1 4 8 0

B u d g e t 9 6 % 1 7 0 1 4 7 5 7 3 9 7 4 1 7 0 1 4 2 4 8 0 3 8 0 0 0 1 3 1 8 1 8 4 3 1 0 0 3 4 3 8 2 2 0 9 5 1 0 7 6 0 1 1 9 0 6 3 4 9 0 7 0 1 5 0 3 8 0 1 0 2 9 0 0 6 0 0 0 4 1 4 8 0

2 . 1 6 . 1 5  M i n i s t r y  o f  H e a l t h 8 7 % 1 5 5 1 0 9 5 7 3 9 7 4 1 7 0 1 4 2 4 8 0 3 8 0 0 0 1 3 1 8 1 8 4 3 1 0 0 3 4 3 8 2 2 0 9 5 1 0 7 6 0 1 1 9 0 6 3 4 9 0 7 0 0 0 0 0

O u t s id e  o f  t h e  S P S 2 0 % 3 6 0 4 6 1 7 3 9 7 4 1 7 0 1 4 2 4 8 3 8 0 0 0 1 3 1 8 1 8 4 3 1 0 0 3 4 3 8 2 2 0 9 5 1 0 7 6 0 9 0 7 0 0

F in a n c e d  t h r o u g h  S P S 6 7 % 1 1 9 0 6 3 4 0 0 0 0 0 0 0 0 0 0 1 1 9 0 6 3 4 0 0 0 0 0

B is h k e k  M H I F  T D 8 % 1 4 5 8 4 2 0 1 4 5 8 4 2 0

C h u i  M H I F  T D 1 1 % 1 9 8 5 0 2 0 1 9 8 5 0 2 0

O s h  o b la s t  a n d  c i t y  M H I F  T D 1 7 % 3 0 3 3 4 4 0 3 0 3 3 4 4 0

J a la l - A b a d  M H I F  T D 6 % 1 0 1 3 2 2 0 1 0 1 3 2 2 0

I s s y k - K u l  M H I F  T D 1 1 % 2 0 3 3 3 8 0 2 0 3 3 3 8 0

N a r y n  M H I F  T D 5 % 8 1 9 0 3 0 8 1 9 0 3 0

T a la s  M H I F  T D 3 % 5 7 7 0 1 0 5 7 7 0 1 0

B a t k e n  M H I F  T D 6 % 9 8 6 8 2 0 9 8 6 8 2 0

2 . 1 6 . 2 5  M H I F 8 % 1 5 0 3 8 0 0 1 5 0 3 8 0 1 0 2 9 0 0 6 0 0 0 4 1 4 8 0

S p e c i a l  M e a n s 4 % 7 1 6 6 0 8 6 7 6 1 9 9 6 1 8 4 6 4 2 0 5 0 2 5 3 6 1 4 9 6 1 4 4 5 1 7 9 0 4 1 0 6 4 6 2 1 0 1 1 0 8 0 0 0 0

2 . 1 6 . 1 5  M i n i s t r y  o f  H e a l t h 4 % 7 1 6 6 0 8 6 7 6 1 9 9 6 1 8 4 6 4 2 0 5 0 2 5 3 6 1 4 9 6 1 4 4 5 1 7 9 0 4 1 0 6 4 6 2 1 0 1 1 0 8 0 0 0 0

O u t s id e  o f  t h e  S P S 1 % 2 5 4 5 0 8 6 7 6 1 9 9 6 1 8 4 6 4 2 0 5 0 2 5 3 6 1 4 9 6 1 4 4 5 1 7 9 0 4 1 0 6 1 1 0 8 0

F in a n c e d  t h r o u g h  S P S 3 % 4 6 2 1 0 0 0 0 0 0 0 0 0 0 0 4 6 2 1 0 0 0 0 0 0

B is h k e k  M H I F  T D 1 % 1 2 5 1 0 0 1 2 5 1 0 0

C h u i  M H I F  T D 0 % 8 0 0 0 0 8 0 0 0 0

O s h  o b la s t  a n d  c i t y  M H I F  T D 0 % 8 5 0 0 0 8 5 0 0 0

J a la l - A b a d  M H I F  T D 1 % 1 0 0 0 0 0 1 0 0 0 0 0

I s s y k - K u l  M H I F  T D 0 % 4 5 0 0 0 4 5 0 0 0

N a r y n  M H I F  T D 0 % 1 0 0 0 0 1 0 0 0 0

T a la s  M H I F  T D 0 % 5 0 0 0 5 0 0 0

B a t k e n  M H I F  T D 0 % 1 2 0 0 0 1 2 0 0 0  
 

Reconciliation of 2006 Annual Manas Taalimi Republic Budget with Republican Budget included in 2006 Recurrent Expenditure Manas Taalimi Program 

Budget  

K G S '0 0 0 % K G S '0 0 0 % K G S '0 0 0 %

2 0 0 6  A n n u a l  M a n a s  I I  R e p u b l ic  B u d g e t  1 ,7 0 1 ,4 7 5   9 8 % 7 1 ,6 6 0     6 7 % 1 ,7 7 3 ,1 3 5   9 6 %

a d d :  in s t i t u t io n s  o u ts id e  h e a l th  b u d g e t  in s t i t u t io n s 3 5 ,0 0 9        2 % 5 9 ,0 5 3     5 6 % 9 4 ,0 6 2        5 %

D if fe r e n c e s  s in c e  fo r m u la t io n  o f  R e p u b l ic a n  b u d g e t ( 0 )                0 % ( 2 4 ,5 3 6 )    - 2 3 % ( 2 4 ,5 3 6 )       - 1 %

1 ,7 3 6 ,4 8 4   1 0 0 % 1 0 6 ,1 7 7   1 0 0 % 1 ,8 4 2 ,6 6 1   1 0 0 %

B u d g e t S p e c ia l  m e a n s T o ta l
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Analysis of 2006 Single Payer System (SPS) Payments included within 2006 Annual Budget – By Facility, By Program, By Region 

C la s s i f ic a t io n  c o d e

W a g e s  

1 . 1 . 0 . 0 .

C o n t r  t o  S F  

1 . 2 . 1 . 1 .

D o m e s t ic  

b u s in e s s  

t r ip s  

1 . 3 . 1 . 1 .

E q u ip m  

p r o c u r e m

e n t  

1 . 3 . 2 . 1 .

D r u g s  

p r o c u r e m

e n t  

1 . 3 . 2 . 2 .

M e a ls  

1 . 3 . 2 . 3 .

P a y m e n t  

f o r  w a t e r  

s u p p ly  

1 . 3 . 3 . 4 .

P a y m e n t  

f o r  

e le c t r ic i t y  

1 . 3 . 3 . 5 .

P a y m e n t  

f o r  

h e a t in g  

1 . 3 . 3 . 6 .

P a y m e n t  

f o r  g a s  

1 . 3 . 3 . 7 .

P a y m e n t  

f o r  

c o m m u n ic

a t io n  

1 . 3 . 3 . 8 .

O t h e r  

u t i l i t ie s  

1 . 3 . 3 . 9 .

T r a n s p o r t  

1 . 3 . 3 . 3 .

O t h e r  

p r o c u r e m

e n t  o f  

e q u ip  &  

s e r v ic e s  

1 . 3 . 4 . 1 .

C a p i t a l  

r e p a i r s  

4 . 0 . 0 . 4 .

B y  F a c i l i t y
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/ continued 

C la s s i f ic a t io n  c o d e

W a g e s  

1 . 1 . 0 . 0 .

C o n t r  t o  S F  

1 . 2 . 1 . 1 .

D o m e s t ic  

b u s in e s s  

t r ip s  

1 . 3 . 1 . 1 .

E q u ip m  

p r o c u r e m

e n t  

1 . 3 . 2 . 1 .

D r u g s  

p r o c u r e m

e n t  

1 . 3 . 2 . 2 .

M e a ls  

1 . 3 . 2 . 3 .

P a y m e n t  

f o r  w a t e r  

s u p p ly  

1 . 3 . 3 . 4 .

P a y m e n t  

f o r  

e le c t r ic i t y  

1 . 3 . 3 . 5 .

P a y m e n t  

f o r  

h e a t in g  

1 . 3 . 3 . 6 .

P a y m e n t  

f o r  g a s  

1 . 3 . 3 . 7 .

P a y m e n t  

f o r  

c o m m u n ic

a t io n  

1 . 3 . 3 . 8 .

O t h e r  

u t i l i t ie s  

1 . 3 . 3 . 9 .

T r a n s p o r t  

1 . 3 . 3 . 3 .

O t h e r  

p r o c u r e m

e n t  o f  

e q u ip  &  

s e r v ic e s  

1 . 3 . 4 . 1 .

C a p i t a l  

r e p a i r s  

4 . 0 . 0 . 4 .

B y  F a c i l i t y  ( c o n t i n u e d )

T o t a l

B y  P r o g r a m

B y  R e g i o n

 



60 

Capital expenditure budget 

 

The draft 2006 Manas Taalimi capital expenditure budget, all of which is expected to be financed 

by donors (either through on-Budget pooling or off-Budget parallel financing), is presented in 

summary form in the following table: 

 

 Cost, US$m 

 Medical equipment 6.0 

 Computer & communication equipment      1.3 

Goods 7.3 

Civil works (rehabilitation, no new construction) 0.4 

Technical assistance and training      2.3 

Total    10.0 
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2. Flow of donor funds 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Key: Donor funds  

 

** see annexes 3 and 4 for resource flow diagrams within health sector 
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investment expenditures 

Kyrgyz Treasury systems 
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Foreign-currency revenue account 

(NBKR) 

Treasury 

Budget expenditure systems ** 

(NBKR and agent banks) 
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foreign ccy 

for KGS 

In-country foreign-currency 

Special Accounts 

(banks acceptable to Donors) 

Donors 

Foreign ccy for non-SWAp parallel-

financed recurrent and investment 

expenditures 

Transit / conversion 

accounts (banks 

acceptable to Donors) 

Foreign 

ccy 

Foreign 

ccy 

Foreign 

ccy 

Foreign 

ccy 

Providers of recurrent expenditure services and 

Suppliers of investment goods, works and services 

Foreign 

ccy 

Option A: on-Budget pooling 

Option B1: 

direct 

payments 

Option B2: Project Implementation 

Unit (PIU) implementation structure 

Option B: off-Budget parallel financing 

pooling 
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3. Flow diagram of transfer of resources for recurrent expenditures within health sector 

 

Proposed (from 2006) flow diagram for transfer of resources for recurrent expenditures within 

health sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Key: Budget funds (Republican Budget) Special Means (actual cash paid into Treasury) 

 
 

 Social funds (actual cash at bank) Co-payments (actual cash at bank) 

 
 

           Resource account (account in Treasury or bank account at commercial bank) 

 

Territorial Departments 
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“Pooled” SWAp Republican Budget for health sector 

recurrent expenditures 

Ministry of Health Mandatory Health 

Insurance Fund (MHIF) 

Social 

Fund (SF) 
Patients 
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Other – budget based) 

Pharmacists  

(Additional 

Drug Prog.) 

– case based 

Kyrgyz Treasury systems 
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groups 

Admin 
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Admin 
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Special Means 
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Current (2005) flow diagram for transfer of resources for recurrent expenditures under the 

Single Payer System 
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4. Flow diagram of transfer of resources for investment expenditures within health sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Key: Budget funds (Republican Budget) 

 

Ministry of Finance 

Pooled Public Investment Plan for health sector investment 

expenditures 

Ministry of Health 

Suppliers of investment goods, works and services 

Kyrgyz Treasury systems 



65 

5. Ministry of Health - Organizational Structure of the Central Office 

(As of August 10, 2005) 

 

 

Advisor 

 

 

Collegium 

 

Minister 

1st Deputy Minister Deputy Minister Deputy Minister, 

Chief SES Doctor 

Deputy Minister, 

Director of MHIF 

 

Chief of Office 

Lead Department of Medical 

Services and Licensing 

Primary Medical Sanitary 

Services Unit 

Specialized and Hospital Care 

Unit 

Licensing Unit 

Personnel Department 

Staffing Policy, Training & 

Science Unit 

Archives, Office 

Management & Control 

Section 

Economic & Financial 

Policy Department 

Planning and Finance 

Unit 

Accounting & Reporting 

Unit 
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Department of Economic and 
Financial Policy - MOH 

Planning and finance unit 

 

 Development of the sectoral financial and economic policy  

 Development of the normative and legal base regulating the 
financial and economic activity (preparation of rules, regulations, 
methodological recommendations) 

 Formation of the consolidated program-based budget within the 
medium-term budget framework 

 Financial and economic analysis of the sector activity 

 Development and introduction of the unified methods of medical 
and other services’ pricing. Bringing the paid services system into 
conformity with new financing methods  in the health sector 

 Introduction of amendments and supplements to the republican 
budget performance 

 Organization and conducting of the centralized procurement 
process, control over the tendered procurement in the health care 
institutions and coordination of the undertaken procurement among 
the interested ministries and departments 

 Introduction of the privatization programs of the floor space,  
premises and buildings not in use, which are vacated due to 
restructuring of the health care institutions  

 Control over the uninterrupted electric power and heating supply. 
Use of limits. 

Accounting and 
reporting unit 

 

 Improvement and introduction of the new accounting and reporting 
system  

 Installation and distribution of the new accounting and reporting 
system within the Central Office and health institutions 

 Financing the republican institutions outside the single payer 
system.  The centralized payment for communal services of the 
health institutions outside the single payer system 

 Consolidated financial reporting within the sector 

 Material resources management (buildings, equipment, vehicles)  

 The centralized procurement of medical supplies within the target 
programs framework (diabetes, tuberculosis, mental health, 
oncology) 

 Formation and accounting at the Fund of high technologies  

 Formation and accounting at the Fund of technical maintenance 

 Formation and accounting at the Epidemiological Fund f  

 Financial audit of the health care institutions  

 Coordination and control over the off-budget activity in the 
treatment-and-prophylactic institutions within the health sector 

 Financial accounting of the arriving foreign aid  



67 

6. Mandatory Health Insurance Fund – Organization Structure 

 

Organization Structure of the Central Office 

 

GENERAL DIRECTOR 
 

DEPUTY ON 
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MEDICAL MATTERS 
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TREATMENT AND 
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Head (1) 

Chief specialist (1) 

Leading specialist (1) 
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    Deputy Head (1) 

    Chief specialist (1) 

    Leading specialist (1) 

 

DEPARTMENT  

OF INFORMATION 

MAINTENANCE  

 

Head (1) 

Chief specialist (2) 

Leading specialist (3) 

FINANCIAL AND 

ECONOMIC 

DEPARTMENT  

 

Head (1) 

Deputy Head (1) 

Chief specialist (3) 

Leading specialist (4) 

ACCOUNTING AND 

REPORTING 
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Head / Chief Accountant (1) 

Deputy Head (1) 

Chief specialist (2) 

Leading specialist (3) 

ADMINITRATIVE 

AND LOGISTICS 
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Head (1) 

Secretary/ 1st category 
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Porter (1) 
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Worker on the building 

    maintenance (1) 
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Organization Structure of the Chui Territorial Department of the MHIF 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DIRECTOR 
 

UNIT 

OF INFORMATION 

MAINTENANCE  

 

 

Head – 1 prs. 

Chief specialist – 1 prs 

Leading specialist – 1 prs 

 

 

FINANCE  

UNIT 

 

 

Head – 1 prs.  

Chief specialist – 1 prs 

Leading specialist – 1 prs 

1ST category specialist – 1 prs 

 

 

ACCOUNTING AND 

REPORTING UNIT  

 

 

Head /Chief accountant – 1 prs. 

Chief specialist – 1 prs 

Leading specialist – 1 prs 

1ST category specialist – 1 prs 

 

DEPUTY DIRECTOR ON 

ECONOMIC MATTERS 

 

 

SECRETARY 

 

ON WORK WITH 

POPULATION AND 

TREATMENT-AND 

PROPHYLACTIC 

INSTITUTIONS 

 

 

Head – 1 prs. 

Chief specialist – 2 prs 

Leading specialist – 2 prs 
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7. Country-level recommendations 

 

The annex contains a summary of the country-level fiduciary recommendations that derive from 

the HSFA or have already been identified in other analytical studies and are now reinforced by 

the HSFA.  These country-level fiduciary recommendations will not be addressed through the 

SWAp since the issues to which they relate do not fall within the direct influence of the relevant 

health sector institutions.  Rather these issues are more appropriately addressed through a 

country-wide fiduciary reform agenda that is outside the scope of this health sector SWAp 

operation. 

 

Finding / Issue Country Level Recommendations 

Budget formulation.  Budget formulation 

process remains fragmented, with three 

parallel processes in budget preparation.  

Annual Budget formulation prevails over 

program budgeting. (see D.1) 

Further develop and move towards introduction of 

program budgeting through MTBF exercise, 

GSAC/GTAC and DfID project with the MOF.  

This should help to synchronize MTBF and Annual 

Budget processes. 

Budget execution.  Budget execution is 

undermined by lack of budget credibility 

and unpredictability in the availability of 

funds for commitment of expenditures by 

spending ministries and units. (see D.1) 

Introduce genuinely hard budget constraints. 

Improve the original budget formulation process. 

Remove spending units’ ceilings and leave the same 

to the line ministries to manage. 

Accounting and financial reporting. 

Although Budget entities prepare modified 

accruals-based financial statements, 

consolidated financial statements are 

prepared and Budget outturn is monitored 

only on a cash-basis. Thus the extent of 

unpaid liabilities and expenditures of the 

health sector is unclear.  (see D.1) 

Introduce robust government-wide accruals-based 

accounting and financial reporting system that 

incorporate key accounting controls, consolidate 

government financial statements, and capture and 

report on key financial indicators.  

External audit.  The capacity of the 

Kyrgyz Supreme Audit Institution, the 

Chamber of Accounts, is weak. (see D.1 

and D.2) 

Strengthen the capacity of the Chamber of Accounts 

(COA), including in conducting ex-post reviews of 

procurement transactions  

Social Fund.  The SF remits revenues 

collected for health insurance to the MHIF 

on a monthly basis.  The SF previously 

accumulated arrears but it is understood 

that these have now been substantially 

reduced. There is no independent 

verification of the amounts remitted by the 

SF. (see 1, E.2) 

 

The administrative budget of the MHIF is 

financed by and negotiated directly with 

the SF and is not included on-Budget. (see 

D.1) 

Incorporate the entirety of contributions/benefits 

managed by the Social Fund and the administrative 

budget of the MHIF within the Budget.  

Procurement legislative and regulatory 

framework. Following adoption of the 

new public procurement law in 2004, 

development of implementation 

regulations and model bidding documents 

is needed to facilitate implementation of 

the law into practice (see D.2) 

The State Commission on Public Procurement and 

Material Reserves (SCPPMR) to finalize and issue 

implementation regulations and model bidding 

documents (Planned to be done before the end of 

2005 with assistance from the Bank IDF grant to 

the SCPPMR) 
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Finding / Issue Country Level Recommendations 

Procurement Operations and Market 

Practices. Advertisement procedures are 

not of adequate standards. Public 

Procurement Bulletin (of the SCPPMR) 

charges gov institutions a fee for 

announcing tenders and does not place the 

whole notice (advertisement) (see D.2 and 

C.5) 

The Bank will continue to advise the SCPPMR to 

adhere to the international standards of waiving the 

fees for placing the advertisements but charging the 

subscribers. With spread of electronic means and 

use of internet, placing of full texts of 

advertisements in at least an on-line edition of the 

Bulletin would contribute to transparency of 

procurement practices  

Procurement Planning. Annual planning 

does not leave room for multi-year 

contracts and is not linked to program-

based budgeting (see D.2 and C.5) 

The Bank will discuss an expanded format of a 

procurement plan template with the SCPPMR for 

piloting it in the health sector (Early 2006) 

Procurement Organization and 

Staffing. The law requires each procuring 

entity to assign a unit responsible for 

procurement function, however, not much 

progress has been made in implementing 

this requirement. 

 

Government regulation on permanent 

tender committees remain enforced 

creating possibility for collusion, 

corruption, illicit alliances and conflict of 

interest (see D.2, C.5, E.1) 

Recommendations on establishment of procurement 

units within main procuring entities and creation of 

ad hoc tender committees to replace permanent ones 

were already made in the CPAR 
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8. Fiduciary assessment framework 

 

The annex contains a summary of the recommended fiduciary assessment framework for SWAps 

per the guidelines, Fiduciary Arrangements for Sectorwide Approaches (SWAps): Guidelines to 

Staff (November 22, 2002), issued by the Financial Management and Procurement Sector Boards 

of the World Bank.  The assessment framework followed for this HSFA is consistent with these 

guidelines. 

 

Financial Management: 

 

The financial management system in a Bank-assisted SWAp should produce timely, 

understandable, relevant, and reliable financial information that would allow the Bank, other 

donors, and the government to plan and implement the program, monitor compliance with agreed 

procedures, and appraise progress toward its objectives. To meet these requirements, the system 

should include the following features: 

 Budgeting:  A system to identify the short-term activities necessary to achieve the 

program objectives, and express these activities in financial terms. 

 Accounting.  A system to track, record, analyze, and summarize financial 

transactions.  

 Funds flow arrangements:  Appropriate arrangements to receive funds from all 

sources and disburse the funds to the agencies involved in program implementation. 

 Internal control:  Arrangements, including internal audit, to provide reasonable 

assurance that (a) operations are being conducted effectively and efficiently; (b) 

financial and operational reporting are reliable; (c) applicable laws and regulations 

are being complied with; and (d) assets and records are safeguarded. 

 Reporting:  A system that would produce sufficient detailed information to manage 

the program, and provide each donor with regular consolidated Financial Monitoring 

Reports (FMRs) and annual consolidated financial statements.  

 External audit:  Arrangements for conducting annual external audit of the 

consolidated financial statements for the sector on terms of reference (TOR) 

acceptable to all the stakeholders. 

 Financial procedures manual:  A manual that sets forth the program financial 

policies and procedures for the guidance of all personnel charged with financial 

responsibilities, with the aim of ensuring that program resources are properly 

managed and safeguarded.  

 Financial management staffing:  Relevantly qualified financial management staff, 

including accounting and internal audit staff, with clearly defined roles and 

responsibilities to conduct financial management activities. 

 

Procurement: 

 

The procurement arrangements to ensure that the Bank continues to meet its fiduciary obligations 

under a SWAp would include the elements described in this section. 

Risk Assessment and Mitigation:  The assessment of applicable national procurement 

regulations, practices, and procedures in the sector should be carried out jointly by the 

participating donors.  

Procurement Plan:  The rolling annual procurement plan should identify the contracts to be 

procured separately following each donor’s procedures and financed from outside the pool funds, 

and would identify both the amount of non-pooled and pooled-fund contracting to be undertaken 
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during the period.  This plan would be updated annually, separately identifying those contracts 

that would be financed from outside of the pool and those that would be financed from the pool.   

Use of Donor International Procurement Procedures:  Bidders competing under international 

procedures value the assurance of transparency and level playing field provided by ICB.  Donors 

usually require procedures similar to the Bank’s ICB for high-value contracts, which are normally 

financed with donor-provided foreign currency.  While the threshold above which ICB is required 

would be set to take into account the capacity and competitiveness of local contracting or 

manufacturing industries, it is expected that all high-value contracts in a SWAp would be 

financed under the provisions of each donor’s international competitive bidding procedures.  

High-value contracts would be earmarked for financing by a particular donor using its own rules 

and procedures.  The same would apply to the selection of consultants. 

National/Sectoral Procurement Procedures: For transactions below the threshold for 

international procurement, donors participating in the pool would agree on minimum required 

procurement procedures for items financed from the pooled account—rules and procedures aimed 

at maintaining acceptable standards of economy, competition, transparency, and efficiency—and, 

if possible, on standard bidding documents.  These rules and procedures would be agreed with the 

donors and borrower and reflected in the legal agreement between each donor and the borrower. 

Manual of Procurement Procedures:  A Manual of Procedures for the SWAp, covering, among 

other things, procurement for the pooled funds and the borrower’s responsibility to maintain a 

sound recordkeeping system, would be agreed with the borrower.  Compliance with this Manual 

would be a condition reflected in the legal agreement between each donor and the borrower.  

Reporting:  The reporting system would provide each donor with a quarterly report showing all 

of the agreed program’s pooled-fund procurement actions undertaken during the period. 

Post Review:  Participating donors would agree on a post-review supervision plan that would 

cover the frequency, procedures, and assigned responsibilities for post-review missions.  All 

donors would receive post-review reports, and any donor could decide to send additional missions 

to the field for further reviews or investigations, the results of which would be shared among all 

participating donors. 

Technical and Procurement Audits:  The government and all donors would receive copies of the 

ex post technical and procurement audit reports on the program. 

Misprocurement/Remedies:  As a result of the post review and procurement audits, each donor 

could identify cases of noncompliance with the loan agreement (including the Manual of 

Procedures) and exercise the remedies provided for in its legal agreement with the borrower. The 

Bank would declare misprocurement in any misprocured contract funded by the whole pool of 

funds, and would have the option of canceling from its loan (or requesting reimbursement of) an 

amount equivalent to the contract amount multiplied by the Bank’s percentage participation in the 

pool of funds. 
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9. People met during the course of the Health Sector Fiduciary Assessment 

 

Many gave generously of their time to assist the HSFA team in the consultations associated with 

the fieldwork and subsequent reviews of the HSFA. The HSFA team expresses its sincere thanks 

to these people and organizations. 

 

Ministry of Health  

Mr. Mitalip Mamytov, Minister of Health 

Mr. Gulzhigit Aaliev, Deputy Minister 

Ms. Ainura Ibraimova, Deputy Minister 

Ms. Lyudmila Shteinke, Deputy Minister 

Mr. Kasymbek Mambetov, State Secretary 

Mr. Marat Mambetov, Head of DHCR 

Ms. Jyldyz Uzbekova, Manas Taalimi team, consultant  

Ms. Gulnara Oskonbaeva, Head of Department of Economic and Financial Policy 

Ms. Gulnara Kendjieva, Deputy Head of the Economic and Financial Department  

Ms. Chinara Seitalieva, TCU Director; 

Ms. Gulaim Isabekova, Coordinator of the Health Financing Component 

Mr. Asylbek Sydykanov, Coordinator of the Public Health Component; 

Mr. Mairambek Alymkulov, IT Coordinator 

Ms. Ainura Kadyralieva, Coordinator of the Quality Component  

Mr. Asylbek Sydykanov, Coordinator of the Public Health Component/Health-2 

Mr. Vacheslav Gusarov, United Directorate of Construction Enterprises, Ministry of Health  

Mr. Toktogazy Kutukeev, Head of Department of Organization of Medical Care and Licensing 

Mr. Marina Doronina, Chief Accountant 

Ms. Zinat Beishebaeva, Procurement staff, Accounting and Reporting Unit of Department 

Economic and Financial Policy 

Ms. Gulaim Isabekova, Coordinator Health II  

Ms. Gulmira Jumalieva, “Preventive Medicine” Center  

 

Ministry of Finance  

Mr. Sanjar Mukanbetov, Director of the Investment Policy Department  

Mr. Kanybek Abdykadyrov, Head, Division for Health and Social Protection  

Ms. Asiya Tynybekova, Head of Medium Term Budget Framework Division  

Mr. Melis Mambetjanov, Head of Budget Policy Department  

Mr. Kyal Mukashev, Head of Social Sector Budget Department  

Mr. Mirlan Baigonchokov, Head of PIP Department  

Ms. Ludmila Zabirova, Lead Specialist, Health Care and Social Protection Division 

 

Treasury  

Mr. Meder Temirbekov, Director of Central Treasury 

Ms. Tatygul Omurova, Head of Division on accounting and reports analysis  

Ms. Zamira Tashieva, Head of Division on account and banking operations  

 

Mandatory Health Insurance Fund  

Mr. Bolot Elebesov, Deputy General Director on Economic Matters 

Ms. Klara Oskonbaeva, Head of Accounting and Reporting Department 

Mr. Ulan Narmanbetov, Head of Finance Department  

Mr. Kuvat Ramatov, Head of IT Department  

Ms. Ninel Kadyrova, Deputy of the General Director, Consultant, WHO 

Ms. Mariam Djankorozova, Head of Department of Medical Supplies 
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Department of State Sanitary-Epidemiology Surveillance  

Mr. Sabirjan Abdikarimov, Director 

Mr. Zuridin Nurmatov, Head of Epidemiology Department,  

Mr. Niyazbek Mamasadykov, Head of marketing and management department  

 

Chamber of Accounts 

Mr. Murat Saralinov, Chairman, Chamber of Accounts 

 

State Commission on State Procurement and Material Reserve 

Mr. Arslan Jamankulov, Deputy Chairman  

Mr. Syrgak Umetaliev, Head of the State Procurement Department  

Mr. Akylbek Umetaliev, Director of Regional Procurement Training Center  

Ms. Saina Abdymomunova, Head of Analysis and Supervision Division  

 

Chui Oblast organizations 

Mr. Malabek Toktobolotov, Head of Oblast Finance Department  

Mr. Almaz Rakhmanov, Deputy Head of Oblast Treasury Department  

Ms. Gulmira Bazarkulova, Head of MHIF Territorial Department 

Mr. Bektur Chengelov, Deputy Director of Oblast Merged Hospital 

Mr. Bakyt Bolotbekov, Director of Oblast Family Medicine Center 

Mr. Jekshen Ismanov, Deputy Director of Oblast Family Medicine Center 

 

Sokuluk Rayon organizations 
Mr. Murat Koilubaev, Head of Rayon Treasury Department  

Mr. Kadyrkul Musabaev, Director of Territorial Hospital 

Mr. Elmir Asylbekov, Director of Rayon Family Medicine Center 

Mr. Medin Karabaev, Head of Rayon State Sanitary Epidemiological Surveillance  

Ms. Saltanat Djumalieva, Chief Accountant of Rayon Center of State Sanitary Epidemiological 

Surveillance  

Mr. Bostoev Medetbek, Head of Rayon Family Group Practice Djangi-Djer 

 

Other organizations 
Ms. Sheila O’Dougherty, Regional Director, ZdravPlus 

Ms. Rosa Uchkempirova, Socium-Consult 
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10. Health Sector Fiduciary Assessment team 

 

The HSFA team was comprised of the following members: 

 

Name Title / Organization / Location 

Ms. Maria Vannari – Overall coordination, incl. Report Sr. Procurement Specialist/Team 

Leader, WB, Washington D.C. 

Mr. Ranjan Ganguli – Financial management SWAp advisor FM Consultant, WB, London 

Mr. John Ogallo – Coordination of inputs on financial 

management, including writing FM sections of the Report 

Sr. Financial Management 

Specialist, WB, Bishkek  

Mr. Nurbek Kurmanaliev – Procurement assessment, 

including writing institutional structure and procurement 

sections of the Report 

Procurement Analyst, WB, 

Bishkek 

Ms. Asel Sargaldakova – Liaison with the operational part 

of the WB team 

HD Operations Officer, WB, 

Bishkek 

Ms. Satkyn Beketaeva - Logistics coordination, Information 

dissemination, minutes 

Consultant, WB, Bishkek  

(contract only until July 10, 2005) 

Ms. Irina Goncharova – liaison with the country unit, team 

assistance 

Team Assistant, WB, Bishkek 

Ms. Aida Tashirova Deputy Resident Representative, 

DfID, Bishkek 

Mr. Bill Paniec – FM, contribution to Report in 

coordination with John Ogallo. 

Program Manager, DFID/SDC, 

Bishkek 

Mr. Stefan Bruni Consultant, DfID, Bishkek 

Ms. Petra Osinski – health specialist (FM/sector 

arrangements) 

Consultant, KfW, Germany 

Ms. Olga Gorovenko Resident Representative, KfW, 

Bishkek 

Ms. Olga Hefele KfW, Germany 

Ms. Simone Wunsch CA Director, KfW, Almaty 

Ms. Asel Chyngysheva Project Implementation Officer, 

ADB, Bishkek 

Ms. Jyldyz Uzbekova – liaison with Manas team and the 

MoH Deputy Minister 

Consultant to Manas-2/MoH, 

Bishkek 

 

 

In addition, Mr. Olav Christensen, Sr. FM Specialist, WB, acted as a peer reviewer.  


