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I. Project Management Overview

MEP continued to make progress against work plans in both Kazakhstan and Turkmenistan during the second
quarter of 2013. In early May 2013, MEP contract was extended by another three months in Kazakhstan and
through September 30, 2016 in Turkmenistan, increasing the total contract ceiling from $7.1 million to $12
million. Contract extension prompted extensive planning activities with beneficiaries of technical assistance in
both countries. 4 international deployments were successfully undertaken during this time period, with
additional off-site technical assistance being provided by international experts in Kazakhstan and a regional
expert in Turkmenistan. The National Bank of Kazakhstan receives ongoing technical support from MEP
resident advisor. Local project experts in both Kazakhstan and Turkmenistan also provided ongoing assistance
to public and private sector counterparts. Capacity building efforts demonstrated good results, with technical
training programs being imparted to nearly 70 public sector officials.

II. MEP Kazakhstan

Country Overview

During the second quarter of 2013, MEP made progress against its work plan. Using both local and
international advisors, during the second quarter of 2013, MEP provided technical assistance to counterparts
in the following activity areas:

USAID MEP
(Kazakhstan)

Component 2

Component 1

Component 3
Regulation &Private Sector

Public Financial Management
Development

Trade Policy

- 1.2 Public-Private Partnerships

2.2 Business Road Map-2020 3.1 Improve Trade Policies

1.3 Public Sector Accounting  : . ] A Commodities Exchanges
Standards (IPSAS) 2.4 Assistance to the National . g

: Bank of Kazakhstan B. International Trade/WTO

1.4 Public Audit

During this quarter, four international experts were mobilized to Kazakhstan. Technical assistance was also
supported via off-site work. In terms of impact, MEP provided over 1,000 total training hours to nearly 70
public sector representatives.

KZ Component 1: Public Financial Management &Economic Policy
Subcomponent 1.1: Economic Policies & Strategy

A. Progress/success against the work plan:

e Technical assistance under this subcomponent within the framework of the approved Work Plan has been
completed.
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Subcomponent 1.2: Public-Private-Partnerships

A. Progress/success against the work plan:

e In mid-June 2013, after a series of negotiations the amended Work Plan that is based on the beneficiary's
current technical assistance needs was signed by the Vice Minister Kusainov.

e OnlJune 27-28, 2013 MEP PPP advisors delivered a training workshop on “Instruments and approaches to
financial and economic analysis and modeling” for 32 staff members of the NPPPC, MEBP, and regional
PPP centers. MEP used an updated course material that included new financial models and a new set of
sample Excel functions. The intention of the training was to educate the staff of regional PPP centers to a
similar level that the KPPPC had achieved, while also providing a refresher course for the NPPPC. The two
day seminar that provided basic financial modeling, financial structuring, review of financial models, and
the in-class development of their own model.

The training enabled the students to see the industry best practices, assess their own modeling capacity,
and build their own models using templates provided. This training proved highly successful, especially for
the staff of regional PPP centers who had little experience in working with financial modeling — especially
in the context of a PPP.

B. Issues/Obstacles
* nfa

C. Donor Coordination
e n/a

D. Major upcoming Activities (in next reporting period)
e MEP plans several off-site and on-site assighments to accelerate the delivery of the amended Work Plan
activities.

Subcomponent 1.3: Public Sector Accounting Standards (IPSAS)

A. Progress/success against the work plan:

e During the process of drafting methodology guidelines on accounting during the process of re-
organization of public institutions (merger, consolidation, separation, segregation of functions and duties,
merger of functions and duties, etc.), MEP continued to provide its advise on methodologies to be applied.

e MEP continued to provide technical assistance in drafting methodological recommendations for
restoration of (1) financial investments in quasi-public sector, joint stock companies, and republican public
enterprises; and (2) liabilities (budget credits and external loans) on balance sheets of public institutions
and budget programs administrators. Likewise, MEP contributed to drafting methodology guidelines on
accounting for financial investments and provided technical assistance by advising on methodologies for
accounting of financial investments in quasi-public sector, joint stock companies, and republican public
enterprises on the balance sheets of public entities and budget program administrators.

*  MEP provided ongoing support on issues related to improvement of accounting and budget accounting,
and their integration. In the course of development of a reporting form on budget information in financial
statements (in line with IPSAS 24 “Presentation of Budget Information in Financial Statements), MEP
advisor provided recommendations on issues of coordination of financial and budget statements.

*  MEP participated in development of methodology guidelines that relate to accounting of concessions in
line with IPSAS 32 “Concessions” in line with adopted amendments to the RK Law “On Concessions”.

*  MEP continued its work on proofreading the Russian translation of The Conceptual Framework for General
Purpose Financial Reporting by Public Sector Entities developed by IFAC, as well as contributed to the
work on amendments to the current legislative acts on accounting to bring them in line with IPSAS.

* MEP provided consultations and technical assistance in supporting the establishment of accrual-based
accounting, with preparing accrual-based financial statements and consolidated financial statements for
all public institutions and republican and local budget program administrators; provided responses to line
ministries and public entities’ inquiries related to transition to accrual-based accounting. The assistance in
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this area included consultations and methodology guidance during a pilot project on preparing
consolidated financial statements for 6 months of 2013 by republican and local budget program
administrators.

*  MEP contributed to the development of training aid “Accounting in Public Entities of the RK”. This aid is
intended for public accountants, and will provide knowledge base for accrual-based accounting in public
institutions.

e MEP initiated planning activities for the seminar on “Role and Importance of IPSAS in Management
Decision Making” and participated in discussions of the seminar program.

B. Issues/Obstacles

* Lack of knowledge in applying IPSAS-compliant accrual accounting, as well as lack of experience and skills
on keeping accounting applying the new Accounting Rules. In the regions, not all public accountants
attended courses, and this may cause issues in preparing accrual-based financial statements.

* Lack of training materials and case studies for IPSAS-based transactions, as well as lack of qualified
trainers.

C. Donor Coordination
*  MEP continues to coordinate closely with IMF representatives.

D. Major upcoming Activities (in next reporting period)
e MEP will continue to provide ongoing consultations and technical assistance in all areas mentioned in
section A.

* |n addition to that, MEP will participate in developing recommendations for establishing an integrated
accounting system that incorporates statistical baselines for preparing financial statements and uses
requirements outlined in the IMF Government Finance Statistics Manual (2001).

Subcomponent 1.4: Public Audit

A. Progress/success against the work plan:

e During the second quarter of 2013, MEP Regional Public Audit Advisor Ms. Mukhamediyeva, in accordance
with items 1.2-1.3 of the Work Plan for 2011-2013, developed and presented to the Accounts Committee
the following draft public auditing standards (PAS) and implementation guidelines:

o PAS 1 «Independence» and Implementation Guidelines “Ensuring the Independence”;

o PAS 4 «Professional Judgment» and Implementation Guidelines “Application of Professional
Judgment”;

o PAS 6 «Accountability» and Implementation Guidelines “Ensuring the Accountability of Public
Audit Bodies”;

o PAS 4 «Transparency» and Implementation Guidelines “Ensuring the Transparency of Public Audit
Bodies”;

o PAS 200 «The Overall Objective of Public Audit» and Implementation Guidelines “Setting and
Achieving the Overall Objective of Public Audit”.

* At the request of the Accounts Committee, MEP translated (i) INTOSAI Circular, and (ii) Exposure draft of
ISSAI 5700 “Guideline for the Audit of Corruption Prevention in Government Agencies”, and submitted the
translation of these documents to the Accounts Committee within the agreed timeframe.

* In cooperation with the Accounts Committee, MEP updated the Work Plan for 2011-2013 due to the
extension of project through December 31, 2013. The parties agreed to an expansion of MEP’s activity,
including through: additional development of two more PASs and relevant implementation guidelines;
delivering one more workshop on audit quality control; assistance in developing practical manuals on
conduction of compliance and performance audits; delivering information about international experience
on conduction of audit of IPSAS-compliant accrual-based financial statements; and development of
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general recommendations on reforming the external auditing methodology due to adoption of IPSAS-
based accrual accounting by government entities of Kazakhstan. Also within the framework of an updated
Work Plan, MEP and Revision Commission on Astana city agreed on conducting an independent
performance evaluation [in the format of peer review]. Following formal update of the Work Plan, in June
2013, MEP met with the Accounts Committee representatives to discuss among other things the
implementation of the Work Plan and specific technical issues related to drafting public auditing
standards, developing comments and recommendations on draft law on public audit system of
Kazakhstan.

On June 5, 2013, MEP Regional Public Audit Advisor Ms. Mukhamediyeva and the Chairman of the
Revision Commission on Astana Mr. Moldash and Member of the Revision Commission on Astana Mr.
Kurman met to discuss and agree upon all organizational and technical issues related to upcoming
independent performance evaluation (dates, communication procedures, and preliminary deadlines for
submission of the Exit Peer Review Report).

In line with paragraphs 5.2 and 5.4 of the duly approved Work Plan for 2011-2013, MEP Regional Public
Audit Advisor Ms. Mukhamediyeva continued to facilitate cooperation of the Accounts Committee with US
Government Accountability Office and the Bundesrechnungshof of Germany. MEP submitted to the
Accounts Committee draft requests to both SAls regarding establishment of bilateral cooperation, as well
as translations of draft cooperation agreements for both SAls. In close collaboration with the Department
of the Public Relations and Coordination of External Relations of the Accounts Committee, MEP works on
drafting an action plan aimed at establishing professional contacts with government auditors in the US
and Germany.

Issues/Obstacles

n/a.

Donor Coordination

MEP coordinates the areas of assistance with the World Bank project in order to avoid duplication.
Major upcoming Activities (in next reporting period)

In Qlll of 2013 MEP expects to:

o Develop the Compliance Auditing Implementation Guidelines and The Performance Auditing
Implementation Guidelines;

o Deliver a Workshop on Environmental auditing to the Accounts Committee’s employees;

o Prepare for the Accounts Committee information on international experience in conducting
financial audit; develop and submit to the Accounts Committee General recommendations on
reforming the external auditing methodology due to adoption of accrual-based IPSAS by
government entities of Kazakhstan;

o Develop a list of performance indicators for the Accounts Committee (Revision Commissions).

o Develop recommendations on institutional strengthening of the Accounts Committee (Revision
Commissions).

o Continue the development of recommendations on harmonization of legislation with
international standards.

KZ Component 2: Regulation and Private Sector Development

Subcomponent 2.1: SME Policy / Business Climate

A. Progress/success against the work plan:

USAID MEP officially ceased providing assistance to the MEDT EDD.
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Subcomponent 2.2: Business Road Map 2020

A.

Progress/success against the work plan:

In accordance with the clause I.F. of the Activity Plan “Assist relevant authorities to replicate the model
business accelerator and facilitate public outreach/BDC advocacy” and at the request from the
Entrepreneurship Development Committee of the Ministry of Regional Development, MEP had developed
the Concept Paper on “Creation of the Regional Business Incubator Network in the Republic of
Kazakhstan” and had officially submitted it to the MRD EDC on April 30, 2013.

Delivered Concept Paper provides a review of the current status of business-incubators in Kazakhstan and
defines their vital role in building business-enabling environment. It analyzes operating business-
incubators’ weaknesses and reveals existing key issues. In addition to that, the Concept Paper presents a
survey of the best international practices after analyzing its applicability to the local context. The Paper
also recommends effective state and non-state instruments to enhance business-incubators’ operation in
Kazakhstan.MEP Team had developed a step-by-step scheme for business-incubator foundation, its entire
description and performance monitoring indicators to evaluate incubator’s operation. These documents
had been annexed to the Concept Paper.

Issues/Obstacles
N/A

Donor Coordination
n/a

Major upcoming Activities (in next reporting period)

In line with the MRD EDC’s request, in August, 2013 MEP Team plans to deliver two one-day training
workshops one in Almaty, and one in Astana for business-associations on “Developing fund-raising skills”.
The objective of this event is to strengthen capacity of business-associations in developing an efficient
fundraising strategy for their organization, which can help to increase resources they need to carry out
their mission, vision and goals.

In 3" quarter of 2013, in line with the approved Work Plan for MEP Sub-Component 2.2, MEP plans to
organize deployments of international experts to support the EDC and DAMU Fund in the implementation
of SME support programs, particularly in the implementation of the Business Road Map 2020.

Subcomponent 2.4: Assistance to the National Bank of Kazakhstan (NBK)

A.

Progress/success against the work plan:

MEP Advisor continued to assist the NBK’s teams in on-site examinations of commercial banks. During the
second quarter 2013, Advisor assisted in the preparation of two final reports for banks examined during
the first quarter 2013, including new metrics designed to communicate to the banks requirements for
prompt corrective action resulting from the examination findings.

MEP Advisor continued to support on-site examination of two major banks. Although the work included
all CAMELS components, the main efforts focused on the review of credit files of banks’ large borrowers.
Advisor assisted in review of loan dossiers in order to improve the process of evaluation of financial
condition of borrowers. This process is very critical for the implementation of the new IFRS’s based
provisioning methodology. Advisor also supported the evaluation of collateral valuation methodologies.
Advisor continued to teach inspectors analyses of clients’ financial condition, evaluation of underwriting
processes and risk scoring techniques.

MEP Advisor prepared teams to start two new bank examinations. The teams participated in series of
meetings designed to review banks’ off-site reporting, identifying ongoing and emerging issues and risks
and developing examination plan. In addition, advisor and teams took part in recently instituted meetings
with banks’ external auditors intended to incorporate auditors’ findings and conclusions into the on-site
examination process. With the view to strengthen banks’ corporate governance and internal controls the
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preparatory process focused on the evaluation of the quality of internal policies, processes and
procedures of the banks.

MEP Advisor supported the Statistics Department in the design of reports for Consolidated Supervision of
Financial Conglomerates6 including for intergroup transactions. In addition, Advisor assisted in the
development of standardized form for accounting consolidation of all members’ reports providing record
of elimination of intergroup transactions. The reports will be automated in 2014.

MEP continued to support a Working Group preparing new Risk Management regulation. During the
second quarter 2013, sections for operational risk, market risk and liquidity risk were developed. The new
regulation clearly delineates functions and responsibilities across the bank for all aspects of risk
identification, measuring, monitoring and controls. In addition, the regulation includes criteria for
development of adequate policies for risk management and mandates the establishment of proper control
mechanisms and tools.

MEP Advisor began to review the currently used CAMELS/CAELS instructions in order to harmonize them
with the newly developed Rules on Risk Management. In cooperation with the members of the above said
Working Group the Consultant started the work aimed at ensuring that all aspects of risk management
and control requirements set in draft Rules on Risk Management are in compliance with the
CAMELS/CAELS methodology. During the second quarter 2013 Working Group met twice and its work will
continue in the third quarter 2013. MEP Advisor also participates in formalizing internal methodology for
bank assessment in line with CAMELS/CAELS which will be reflected in a normative act. Likewise, MEP
Advisor participates in defining approached for the implementation of regulatory risk-based capital
charge.

As a result of restructuring of the Committee, Banking Supervision Department acquired new members.
At the request of its management, Advisor continued to deliver training on Analyses of financial condition
of banks according to new CAELS methodology. During the second quarter, 2013, ten sessions were
conducted for thirteen analysts. The sessions included all aspects of risk based supervisory approach and
provided practical examples from previous off-site analyses.

Beginning in May 2013, Advisor was asked to deliver training to members of Departments of Statistics and
Financial Stability. The course is designed to provide basics of the IFRS accounting and risk based
supervisory approach. It also included review of regulatory reporting of commercial banks and of
prudential normative requirements. Twenty two members of the Financial Stability and Statistics
Departments participated in the course. During the second quarter 2013, advisor delivered seven training
sessions. In addition, Advisor was asked to provide on-the-job training to four members of the Financial
Stability Department on financial reporting, ratios and main indicators used in analyzing banks’ financial
condition. During the second quarter 2013, Advisor conducted seven sessions. The materials included
practical examples from systemic and individual case studies.

MEP delivered the Concept paper on Bank Resolution and Liquidation in Kazakhstan.

Issues/Obstacles

In the Consolidated Supervision component of the MEP Work Plan (Section D) only first segment
(preparing instructions for automation) was completed by the Advisor. The commencement of activities
in other segments is pending waiting for completion of automated reports. The automation is delayed
due to the reorganization of Statistics Department of the NBK.

Donor Coordination

N/A

Major upcoming Activities (in next reporting period)

MEP will continue to deliver technical assistance to the FSC in line with the activities included in the
approved Work Plan.
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KZ Component 3: Trade Policy

Subcomponent 3.1: Improve Trade Policies

A.

Progress/success against the work plan:

On April 12, 2013, upon request of the Center for trade Policy Development (CTPD) MEP delivered the
comments to the Draft Law on Safeguard, Anti-dumping and Countervailing measures in the form of a
comparative table to analyze the provisions of the Draft law and their consistency with WTO agreements.
After discussing the amendments to the duly approved Work Plan of the USAID Macroeconomic Project
(MEP) (initially negotiated and signed by the Ministry of Economy and Budget Planning in February 2012)
with the CTPD, MEP commenced its work on the revised scope of activities. On May 31, 2013, MEP met
with the CTPD Director General to discuss the scope and deadlines of the revised Work Plan on Trade
Policy: due to the ongoing process of Kazakhstan’s accession to the WTO and the respective workload on
the CTPD as the major responsible government body, the final Work Plan with deadlines will be approved
in July 2013.

In line with the revised Work Plan, MEP commenced working on two technical reports, as requested by
the CTPD: (i) “Dispute Settlement Provisions in the WTO and Other International Trade-related
Agreements”, and (ii) “Transparency and Notification-related Requirements under the WTO Agreements”.
In accordance with the series of capacity building public-private outreach events, stipulated in the
amended Work Plan, MEP commenced its preparations for the July 2013 seminar on Subsidies and State
Aid: dates and format of the event will be specified by the CTPD.

In accordance with the revised Work Plan, MEP also started developing tables of contents for the
proposed brochures on WTO-related issues: the proposed tables of contents will be first negotiated with
the CTPD prior the development of the brochures themselves.

Issues/Obstacles

Official ratification of the amended Work Plan with mutually agreed deadlines for the delivery of activities
under the Plan may seriously affect the timely and quality implementation of the Work Plan by the USAID
MEP Project.

Donor Coordination

On June 19, 2013 MEP participated in the Donor Coordination meeting, organized by the Asian
Development Bank office in Kazakhstan, Astana: GIZ (Germany) and the World Bank representative office
in Astana are collaborating with the Government of Kazakhstan in the sphere of reducing trade barriers
(Customs Committee of the Ministry of Finance) and introducing of e-customs declarations. USAID MEP
Project may found it useful to coordinate its activities with the World Bank office as the latter is also
involved into WTO work with the CTPD, mainly in the part of Free Trade Agreements (FTAs) and
developing a data base for non-tariff barriers.

Major upcoming Activities (in next reporting period)

MEP expects to finalize the amended Work Plan negotiations and get it approved officially by the Ministry
of Economy and Budget Planning to ensure timely delivery of the proposed activities.

In Q Ill, 2013 MEP anticipates to officially submit the technical reports on “Dispute Settlement Provisions
in the WTO and Other International Trade-related Agreements”, and “Transparency and Notification-
related Requirements under the WTO Agreements”.

MEP also plans to commence its work on the development of WTO-related brochures as soon as their
proposed structure and contents are agreed with the CTPD.

Provided the Work Plan is approved and signed, MEP will immediately launch preparations for the series
of regional trade seminars on WTO-related issues and a high-level event on WTO in late 2013.
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III. MEP Turkmenistan

Country Overview

After finalizing contract modification, in Turkmenistan MEP was extended through September 30, 2016 and its
funding ceiling was brought up by US $3.56 million, and another Component was added to the MEP SOW:
Trade Policy. Lack of traction with counterparts in certain areas (e.g. assistance to Supreme Control Chamber
and the Central Bank) led to removal of some subcomponents from the contract.

USAID MEP
(Turkmenistan)

Component 2 Component 3

Regulation &Private Sector
Development

Trade Policy

11 Acgzgzzgﬁolkneform 2.2 Private Sectgr i o
Development/Business 3.1 Improve Trade Policies :
1.2 Public Financial Climate : i
Management &Economic
Policy

During the second quarter of 2013, MEP was active in planning activities in Turkmenistan, that among other
things include mass training of public accountants. However, lack of response from the Turkmen authorities
regarding the work plan as well as extended negotiation phase for MEP contract extension has caused delays
in providing technical assistance, (specifically in the accounting reform and education area, as well as delivery
of a training program on trade and WTO-related issues). Despite these problems, however, MEP was able to
make progress in accounting reform area by delivering off-site assistance.

TM Component 1: Public Financial Management & Economic Policy
Subcomponent 1.1: Accounting Reform and Education

A. Progress/success against the work plan:

e InJune 2013, regional IFRS advisor Ms. Getman completed the 2"¢ stage of offsite technical assistance to
the Ministry of Finance’s (MOF) Accounting Methodology Department in the development of additional
provisions and methodological recommendations to the National Financial Reporting Standards (NFRS).
Particularly, she has covered the following topics: 1) Development of model accounting policy for the
commercial enterprises; 2) Correspondence of accounts on various accounting transactions; 3)
Development of provision on “Accounting rules for economic entities”. MoF will now review the
documents and will enact them into accounting regulation in the form of recommendations.

e Over the period of April — June 2013, MEP has been involved in preparations for developing study
materials for the planned mass courses on the NFRS. MEP, jointly with the MOF, has identified local and
regional experts that will be involved in the study materials development, which is planned to commence
in the beginning of July. MEP and the MOF have also identified local instructors and teaching centers that
will conduct the planned mass courses on Financial Accounting-1 (FA-1) and NFRS.

¢ In Q2, MEP jointly with the Union of Economists (UoE) started preparations for conducting activities aimed
at building the capacity of local appraisers.

-10-
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In May 2013, Chevron, a trusted partner in supporting accounting reforms in Turkmenistan, offered MEP a
speaker’s slot at the annual Gas Congress. Mr. Weekes, Senior Partner and the Head of the Deloitte TCF
Audit Division, delivered a presentation that discussed the importance of IFRS standards in the oil and gas
sector and Turkmenistan’s progress towards implementation of IFRS, while likewise underscoring why
IFRS is a major factor in encouraging foreign investment in Turkmenistan.

On March 29, 2013, during the meeting with the Minister of Finance of Turkmenistan, Macroeconomic
Project was requested to provide technical assistance with preparing training materials on IFRS 4 for
insurance sector. Mr. Balbin, MEP former Chief-of-Party, who has 30+ years of experience in insurance
sector, has prepared an outline for the requested course and passed it over to the Ministry of Finance of
Turkmenistan (MOF) for their consideration. Recently, the MOF confirmed its interest in receiving the
complete set of training materials.

Issues/Obstacles
n/a

Donor Coordination
There is no other donor assisting in this area.

Major upcoming Activities (in next reporting period)

The work on development of study materials for NFRS courses will commence in early July. MEP engaged
Elwai training center to develop the materials and conduct train-the trainer programs for the following
three courses: (1) National Financial Reporting Standards for Commercial Entities; (2) National Financial
Reporting Standards for State Budget organizations; and (3) National Financial Reporting Standards for
Small and Medium Businesses. To ensure the quality of the training materials that will be subsequently
passed to the MoF to train the accountants nationwide, MEP will engage (off-site) a regional accounting
expert, Ms. Getman who will guide and review the work of “Elwai” experts.

Once training materials are developed and reviewed, MEP will support a 10-day train the trainer course on
“NFRS for commercial entities”, and two 1-day training sessions on “NFRS for State Budget Organizations”
and “NFRS for SMEs”. These training programs will be delivered to a group of 20 trainers, including 10
from the regions. The schedule for delivering these train-the-trainer programs, as well as subsequent
trainings of local accountants will be further elaborated once MEP receives an approval of the Ministry of
Foreign Affairs for supporting NFRS accounting trainings as well as delivering other training programs.
MEP expects that this preparatory phase will be completed in early November, 2013.

Subject to Government of Turkmenistan approval, MEP will arrange 7 courses for local accountants on FA-
1 in mid-August through mid-September 2013. This will also include a separate course on IFRS 6 for
extracting industries that will be organized for a group of accountants and local experts from
Turkmenistan’s oil and gas sector.

In mid-July MEP plans to arrange a course on valuation of real estate for Ministry of Economy and
Development (MOED) officials jointly with the UoE. MEP also plans to conduct a course on valuation of
machinery and equipment in September.

MEP plans to develop international best practice training materials on IFRS 4 in the form of both handouts
and an accompanying slide presentation. If the Ministry of Finance of Turkmenistan requests to deliver
training to its staff as well as to the staff of insurance companies, MEP will deploy Mr. Balbin to
Turkmenistan.

Once the GOTX approves training activities, MEP project specialists will deliver a 12-hour training course
on IFRS statements analysis.

-11-
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Subcomponent 1.2: Public Financial Management &Economic Policy

Progress/success against the work plan:

MEP Lead Macroeconomic Advisor Dr. Tupper with support of MEP office staff in Turkmenistan worked on
a report on a consumer price index (“CPI”) for Turkmenistan. This work is imperative for the objective
benchmarking of prices and is viewed as a key tool for monitoring Turkmenistan’s macroeconomic
performance. The data used for the CPI exercise is sourced from the State Committee for Statistics of
Turkmenistan and specifically from the data on the price of consumer goods.

Issues/Obstacles

The lack of approval of the work plan represents impedes MEP ability to work in this area. The only
feasible approach to delivering assistance in this area for the time being is ‘indirect’ provision of technical
assistance via professional bodies, NGOs and training centers or by arranging foreign study tours.

Donor Coordination
n/a

Major upcoming Activities (in next reporting period)

n/a

TMComponent2: Regulation and Private Sector Development

Subcomponent 2.1: Monetary Policy and Bank Supervision

A.

Progress/success against the work plan:
This Subcomponent is excluded from the contract.

Subcomponent 2.2: Private Sector Development / Business Climate

A.

Progress/success against the work plan:

Following the successful completion of the International Commercial Arbitration held in November 2012,
MEP has received numerous requests for more advanced training in international commercial arbitration
that would also cover issues related to drafting international contracts from Turkmen Government
agencies and directly from the participants of the November seminar. MEP has completed preparations
for the follow-up Commercial Arbitration Seminar, which is planned for July 9-12, 2013. The seminar will
provide representatives from various government institutions, including ministries, state-owned
enterprises, and academia, with a comprehensive update on arbitration, mediation, and international
contracting practices with a special focus on investment contracts.

Issues/Obstacles

The delayed Government of Turkmenistan approvals prevent MEP from conducting the activities planned
for Q2. MEP is working on solving this issue.

Donor Coordination
N/A

Major upcoming Activities (in next reporting period)

Subject to Government of Turkmenistan approval, MEP plans to provide technical assistance to the Union
of Industrialists and Entrepreneurs (UolE) in developing a roadmap for establishing a Mediation Center
that would conduct pretrial resolution of disputes arising among UolE members.

MEP is going to develop a brochure jointly with the UolE that would provide step-by-step guidelines on
starting up a business in Turkmenistan covering issues related to business registration, taxation, licensing,
and day-to-day operations.
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TM Component 3: Trade Policy

Subcomponent 3.1: Improve Trade Policies

A. Progress/success against the work plan:

*  Following the successful WTO Conference held in late March, 2013 in Ashgabat and to comply with the
requests of Turkmen officials for more assistance in the area related to Turkmenistan’s possible WTO
accession, MEP has engaged an international expert to develop a Concept Paper covering the key issues
and challenges of WTO accession process and describing WTO accession policies that were used by
different countries, making special emphasis on CIS countries.

B. Issues/Obstacles

*  MEP planned the deployment of its WTO Advisor Mr. Bordalba to Turkmenistan in mid-May to deliver
training programs on WTO matters to the government agencies of Turkmenistan. However, the GOTX
advised that the visit should be postponed without indicating possible dates.

* Lack of commitment on behalf of the GOTX complicates planning of Mr. Bordalba’s deployment schedule
as he is also tightly engaged in delivering technical assistance under MEP in Kazakhstan.

C. Donor Coordination
N/A

D. Major upcoming Activities (in next reporting period)

e MEP plans to provide technical assistance in the following areas: consult the MOF and MOED
management and train the staff responsible for WTO issues; arrange separate trainings in WTO accession
for the relevant Turkmen Government agencies focusing on the specific role of each agency; and assist the
MOED and the MOF in drafting a memorandum on foreign trade regime.
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