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QUARTERLY TASK ORDER PROGRESS AND COST REPORT

JANUARY TO MARCH 2001

LOCAL GOVERNMENT REFORM PROJECT, KYRGYZSTAN

Task Order No.: EEU-I-99-00015-00, TO 805

Date of Issuance: October 1, 1999

Task Order Description

This program is aimed at improving Local Government in Kyrgyzstan through the
attainment of three intermediate results: transparency and participation, efficacy, and
autonomy. The project will work to improve the responsiveness and accountability of
local government to residents of the community being served, and will work toward
increasing the autonomy of municipalities in respect to carrying out activities that are
best discharged at the local level.

Amount obligated under this Task Order:

Total potential Task Order amount:

Dollars expended to-date:

Progress of Major Activities

$3,517,173

$4,485,661

$1,808,586

As required by Section F.5 of the Local Government Contract, below is a
description of progress during the last quarter under Task Order 805.

Highlights:

- High level participants reach consensus on strengthening cities' property
rights

- Naryn implemented improved property management methods recommended
by the Urban Institute (UI)

- Uzgen City Kenesh votes at open session to sell movie theater and education
board properties

- Financial Information System database revised to fit quarterly reporting
requirements
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- Recommendations on changes to the Condominium Law submitted to
Parliament

- Round Table meeting with State Energy Agency on heating and
condominiums

- New communal property management training program introduced

- Start-up of activities in Karakol

Introduction of Democratic Practices: Citizen Participation-UI is
diversifying its citizen training for budget hearings to citizen groups outside the Coalition
of non-government organizations (NGOs) to broaden citizen participation. As part of
this, UI facilitated a round table discussion on upcoming hearings with a working group
of NGOs involved in local government, health, education, and civil society. The meeting
yielded an action plan to advertise and invite citizens.

UI reviewed the new guidelines for its community grant program with the United
States Agency for International Development (USAID). The new program will be run on
a more formal, competitive basis. Provisions concerning environmental degradation
were included in the guidelines. It was also agreed to conduct the program in several
rounds, with the first round to be focused on current pilot cities.

Over 400 people attended Naryn's public budget hearing in March. Speakers
included the Oblast Governor, the City Mayor, Chairman of the Oblast Kenesh, head of
the rayon tax inspectorate, and the heads of city departments. A media campaign prior
to the hearing included a televised broadcast of a round table discussion conducted by
the city government and NGOs. The governor saw this broadcast and told the mayor
this was what prompted him to come and speak at the hearings. He spoke twice about
the value of such hearings.

The city finance office wrote its own budget in brief following Ul's outline and the
put up announcements and the budget in brief in 9 different public locations. In Ul's
post-hearing survey of the audience, 75 percent of the participants said they attended
because of the advertising, while the other 25 percent came because of strong
encouragemenHrom the city government. A total of 80 percent of the participants said
that public budget hearings were necessary for the city.

Naryn's NGO working group put together information sheets for citizens on its
own initiative. With a broad range of NGOs, there were questions and suggestions from
citizens, many on education and garbage disposal. There was also a discussion about
the Free Economic Zone (FEZ) in Naryn, what it meant for tax revenues, and whether it
was beneficial for the city. Citizens linked the existence of the FEZ to the lack of city
revenues.
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UI reached preliminary agreements with Karakol city officials and the city's NGOs
about holding similar public hearings regarding the Year 2000 budget execution.
Counterpart-supported NGO Civil Society Support Center coordinated a meeting with
NGOs and will help promote citizen participation.

Introduction of Democratic Practices: Transparent, Fair Municipal
Procedures Established-UI worked with Uzgen city administration to ensure citizen
participation at a council session to discuss changing use or disposition of 2
underutilized facilities. An open session was held, the agenda of which was posted in
advance on 33 public facilities, including the bazaar gates. This was the first time a
council session agenda was announced in advance, contrasting with an earlier meeting
to adopt the strategic property management plan where the public was neither informed
nor invited. 200 people attended; the floor was open to citizen comments for over an

. hour.

UI· is working with Uzgen city officials to establish competitive procedures for the
planned sale of two city-owned properties. Ul's staff lawyer developed draft procedures
based on Kyrgyz legislation and in consultation with other USAID contractors. The
procedures were fine-tuned in April prior to public announcement. An auction is the
anticipated method of sale.

Introduction of Democratic Practices: Role of Elected Local Councils
Increased-UI's recommendations on amendments to the Tokmok City Charter will be
discussed with the council at an open meeting with citizens. The proposed changes are
to give the city power to manage the new functions delegated by a September 2000
Government Resolution. This will include a checklist of "powers" that can be used by
other cities to evaluate their own charters.

Training on Principles of Local Self-Government for Uzgen city council and Asset
Management Principles for Tokmok city council both focused on raising councils'
awareness of their rights and responsibilities in the governing of the city. Furthermore,
as Uzgen prepares to sell some of its property, the city administration has been paying
increased attention to the council, ensuring that the council approves all procedural
matters related to the sale, a departure from tradition.

Increased Local Government Capacity: Financial Management-'UI
transferred full operation of the financial information system (database), FIS, after
completion of the first quarter in 2001. Standard reports, including comparisons, yearly
reports, Ministry of Finance Form NO.2 were finalized and integrated into the FIS. UI
also held a working meeting on the Uzgen financial reporting system for representatives
of treasury, city finance department and accountants of all of the city's budget
institutions. Recommendations were made to improve record keeping and reports to the
city. Conversion from annual to quarterly reports was also completed in the Financial
Information System (FIS) in Naryn and Kant. A problem has been the varied standards
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for reports to the rayon in each city. The FIS required fine-tuning to overcome these
difficulties, as they affect both the input of data and the compilation of reports.

BUdget hearing planning meetings have resulted in a preliminary hearings
calendar, agreed upon with mayors of 7 self-government cities. Uzgen and Naryn will
hold hearings on execution of the FY 2000 budget and changes to the FY 2001 budget.
These two, plus at least 5 other cities will hold hearings on the planned FY 2002 budget
by August 2001.

UI organized an informal working group with the Budget Department of the
Ministry of Finance to work. on rewriting financial norms and regulations for the local
level finances. UI provided information on pilot cities'· problems in financial reporting
and the differing standards set by rayons. The rules vary and in many cases date from
the Soviet era. Since MinFin officials get reports only from oblasts, they didn't know
how cities' report. UI would like to assist in developing a standard set of reports to serve
the cities and finance departments' reporting needs.

With the assistance of UI, Uzgen finance officials wrote text and formatted
graphs for the Budget in Brief.. City officials will distribute this in advance of the hearing
to give NGOs and citizens time to discuss it. Through work on this document, UI found
several inconsistencies, reflecting poor record keeping and reporting practices. Ways to
avoid these problems in the future were presented. The financial management team
met with Osh Oblast and Uzgen Rayon officials to gain abetter understanding of the
intergovernmental financial issues and to encourage support for LSG cities in their
efforts to improve financial management.

UI and the Barents Group property tax specialist are working together to ensure
that the interests and concerns of municipal governments are considered during the
formation of both the pilot city property tax law (for Tokmok) and the national property
tax law. A key issue is keeping the revenues at the local government level.

Increased Local Government Capacity: Condominiums-In the first quarter,
the Osh and Jalal-Abad associations registered a total of 23 condominiums with nearly
1600 units. The Chui Nash Dom association filed documents for 9 condominiums. In
Naryn 5 condominiums with 190 units were registered. To boost interest in
condominium formation in Bishkek, UI launched a 20-day television campaign. The
phone calls to Nash Dom jumped from an average of 5 per day to 40 in the first 10 days
of the campaign. UI also arranged bi-weekly interviews by Kyrgyz State Radio with
Nash Dom.

The associations continued to work more closely with local governments. Nash
Dom worked with two of Bishkek rayon administrations to set up meetings with housing
committees and neighborhood committee representatives to promote condominiums.
The Osh Association's chairman met with the new mayor of Osh to explain the role that
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Osh Konush and condominiums can play for the city. The Jalal-Abad Association's chair
presented his organization's work and plans, particularly regarding holding round table
meetings on utilities, at a working meeting for utilities conducted by the Deputy
governor.

As per the budget, at the end of February UI funding dropped to 50 percent of the
association budgets, and the costs for registering condominiums in Jalal-Abad and Osh
oblasts. Support will focus on the associations' efforts to represent interests of
condominiums, to train in condo management, and to provide membership services. To
help in the transition to self-sufficiency, UI presented a 2-day training session on fund
raising strategies. The 3 associations have agreed to publish a joint newsletter, and
attended a 2-day UI training session on newsletters. Editorship will rotate through the
associations with UI providing some organizational and material support.

UI held a working meeting on condominiums' relationships with heating and
power suppliers attended by representatives from the regional condominium
associations, the Association of Cities, the State Energy Agency, and USAID's CAR
Natural Resources Management contractor. Discussion focused on delineating
maintenance responsibility for utility networks between providers and multi-unit
buildings, and what impact this should have on tariffs. The meeting also informed
condominiums about the State Energy Agency and dispute resolution. The Agency saw
the problems of condominiums and the potential benefits that they offer in promoting
efficiencies in the heating system. The parties agreed that the regional associations
would develop a set of written recommendations on delineation of responsibility in the
energy network.

With Ul's assistance, regional associations may be included in a World Bank
sponsored effort in Kyrgyzstan to develop a nation-wide heating strategy. Heads of the
Osh and Chui associations were invited to give presentations to a World Bank
sponsored workshop on developing that national strategy. A preliminary agreement
was reached on using condominiums for pilot projects to meter buildings in Osh,
Tokmok, and Bishkek, to institute a consumption-based fee system as opposed to the
current consumption system based on apartment size.

Increased Local Government Capacity: Asset Management-UI held a
working meeting on Issues of Urban Land with the Association of Cities (ACKR). The
meeting was attended by LSG Minister and Land Registry Director, officials from the
President and Prime Minister's Offices, local officials, Land Registry staff, and donor
organizations. A consensus on recommendations to strengthen local self-governments
rights to land in their jurisdictions was elaborated. The senior level of participants
provides grounds for optimism that the recommendations will be implemented. There
was substantial TV coverage of the event.
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With Ul's training, consultation, and information from the Uzgen reports, Naryn
started to collect rent from current users of three facilities, using UI-developed model
lease agreements. The total of these rents will have an annual value of 37,500 sums; in
the past no rent was collected. The department plans to apply the same procedures to
the utility companies and a post office that occupy communal property, which should
yield more than 102,000 sums in rent payments. Use of the lease agreements helps
secure the city's ownership of communal property.

Tokmok, using the asset management database, has drafted a categorization of
its properties. UI will provide an asset management training session for the council,
then will present the UI analysis of communal property management in Tokmok to the
City Administration and Kenesh. UI will continue to advise the city as it develops its
own strategic management plan.

The Uzgen City Kenesh held an open session on changing the use of the
Aichurek Movie Theater and City Educational Board buildings. The council publicly
voted to dispose of these underused and money-losing properties on a competitive
basis. The city must now make sure of the size of the land parcels around the buildings
and confirm the procedures for carrying out the sale, which it will conduct in April. With
lawyers from ARD/Checchi and Chemonics, UI developed draft procedures for
conducting competitive sales of the properties. UI consulted with the city about
preparation of necessary property documents necessary for holding a proper
competitive sale.

In conjunction with two private trainers, UI developed a training course on basics
of asset management for city councils and governments. The course focuses equally
on actual principles of asset management and how they differ from Soviet-style
approaches, and the roles of various players, particularly the Kenesh, in setting policy
and properly managing property.

Increased Local Government Capacity: Development of Effective Local
Government Training-A 5-day Training of Trainers session was held in Bishkek for
11 persons from the Academy of Management, pilot city governments, Association of
Cities staff, and the private sector. This will enlarge the pool of trainers for local
government training. The course focused on methodology, development of case
studies to be used in training, presentation skills, and ended with· each participant
developing a personal workplan.

Advanced training on public budget hearings was held in Naryn prior to the
budget hearing attended by Kenesh deputies, city officials, and counterpart's local
representative.
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UI developed a training course on asset management with two local trainers from
UI's TOT. This course was delivered in Tokmok prior to the development of an asset
management plan.

Training on Principles of Local Self-Government presented by Association of
Cities staff trained by UI, was presented Training on Principles of Local Self
Government in Naryn and Uzgen with Kenesh members and city officials. The same
training was conducted in Karakol, Issyk Kul oblast. Representatives of two local NGOs
attended that training.

Increased Local Government Capacity: Information Sharing Increased-The
Association of Cities of the Kyrgyz Republic is proving to be a valuable conduit for
getting information to self-government cities. It also has done well in organizing
meetings and round tables, and is able to attract high profile participants. The ACKRlUI
meeting on urban land and the round table meeting on utility issues for the State Energy
Agency, condominiums, and regional associations were evidence of this. UI helped to
secure free Internet access for the Association and assisted in developing its brochure.
UI also worked with the Association of Cities to help secure funding from Soros
Foundation to fund conferences and roundtables.

The Association of Cities held five round table discussions, in several regions of
the country, sponsored by the Soros Foundation, on harmonization of local government
legislation. These discussions focused mainly on the disconnection between
responsibilities of local self-government and the nation's public financial system.

UI developed a two-part City Questionnaire to gather information on all LSG
cities and help target further assistance. The data will provide a comparison of how the
cities operate. Part I of the Questionnaire is being tested on Kara-Suu, Uzgen, and
Karakol. Part II, individual interviews with city officials and Kenesh members, will be
conducted over the next two months.

Increased Local Government Authority: Clarification of Functional
Assignments-Recommendations for the Tokmok city council on its charter will include
a section on functional assignments. Further, as cities categorize their properties based
on whether a building is needed for a city function, they are deciding their own
functional responsibilities. For instance, Naryn City now charges rent from the border
guards detachment and plans to charge rent from the local post office, because these
are not its functional responsibility.

The draft laws "On Local State Administration and Local Self-Government" and
"On Communal Property", have been reviewed by all pertinent executive agencies and
will be presented to parliament. The LSG law has substantial changes, reverting to the
original version, away from what UI recommended. The communal property law is
substantively the same law as the one developed by UI nearly a year ago. It is hoped
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that discussion of the laws will force clarification of functional assignments and provide
for greater local control over revenues. Depending on how quickly these laws are
adopted, the President's Administration intends to work on a local finance law. UI's
input on this local finance law has been solicited. Further, UI continues to collaborate
with Barents on introduction of a property tax to finance cities.

Increased Local Government Authority: Local governments have greater
control over revenues-Ul, USAID Bishkek, Barents/USAID, Chemonics/USAID, and
the State Land Registry, are working to improve the introduction of a property tax, and
ensure from the beginning that every agency/ministry recognizes it as a local tax.
Although this should be part of an improved budget process,pressure is mounting to
adopt it immediately either by decree or law. The most disputed issues include the role
of local governments in rate setting and who collects and gets the revenues.

Because Tokmok was selected as the pilot site, with no input from city officials,
the city Kenesh requested that UI conduct a seminar on basic principles of property tax
administration. This included a discussion on the pilot project with council and heads of
the relevant agencies.

Increased Local Government Authority: Local governments inform National
Policy Dialogue-Local officials participated in the urban land meeting. Tokmok City
Government may have a major role in the pilot property tax project, as it may be
responsible for setting many variables in the tax calculation, and must report results to
the national government.

Barents is taking the lead on technical issues related to the new Budget Law,
through the advisor at MinFin, and implementation of the property tax, through the new
property tax advisor. UI is working closely on both issues, serving on both MinFin and
Parliamentary working groups.

Delays, Findings, Events, Trends

This is a time of many proposed decrees, pilot programs, laws, normative acts
and regulations. The first challenge is to get information early enough that UI can
effectively respond or help mobilize the Association of Cities or local government
officials. The pilot project on property tax was to be implemented by decree but hard
talking may have slowed that. A pilot project for direct elections of village heads was
conducted in haste by decree but the selection of candidates was controlled by state
administrations. The pilot was to serve as a model for nation-wide elections in villages
and cities, and was passed without input from parliament because it was a "pilot."
Parliament is proposing modified changes to the Election Code to eliminate state control
of candidacy. If nationwide elections are to be held in the fall, Parliament must pass
legislation.
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Land registration-The State Land Registry has drafted a law, which confuses
the conclusions reached at the land conference in January and contradict the Land and
Civil Codes. Other laws drafted by the Registry confuse the issues of authority to rent
land and conduct appraisals. These draft laws still have life despite being rejected by
internal government review.

Work on documenting Uzgen's properties must still be performed prior to any
sale. The city needs to ensure that boundaries of the associated land parcels are
accurate, but Uzgen has not been in the initial land registration program; there is no
record registering the city's ownership of land. The city will have to sell the object,
which it clearly owns, with land only "attached".

Work Planned for Next Reporting Period

- Public Budget Hearings in three LSG cities, preceded by training for city
officials and citizens

- Training for financial officers from all LSG cities, selected rayons, and
treasuries

- Competitive sale of communal property in Uzgen

- Completion of a strategic communal property asset management plan in
Tokmok

- First round of Community Grant program for infrastructure improvement in
present pilot cities

- On-going collaboration with Barents on introduction of a property tax, with a
property tax workshop for NGOs and local government officials

- On-going collaboration with Chemonics on urban land issues

- Completion and compilation of LSG Cities Survey and Condominium Survey

- Competition for "Best Condominium" in collaboration with Soros foundation
that funds prizes

Specific Action Requested

No specific actions are requested this quarter.
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Up-To-Date Schedule of Work

Work is continuing in accordance with the approved work plan.

Key Personnel

Peter Epstein (UI/Washington; 202-261-5748; pepstein@uLurban.org); Katie
Reikofski (UI/Bishkek; 996-312-22-4848; katie_ui@infotel.kg).


