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Significant issues affecting implementation:

Cabinet of Ministers and subordinate agencies (CabMin, ISPED, MOED)

At a meeting of EREC COP with Deputy Chairman of the Cabinet of Ministers
Tuvakmamed Japarov on May 6, the joint Activity Plan proposing activities in the areas
of the development of the Private Sector Development Program, trainings on the
evaluation of Public Investment Projects, econometrics, English language, project
management software and IFRS was proposed and accepted.

Private Sector Development Strategy (CabMin, ISPED, MOED)

There was not a satisfactory level of collaboration by ISPED in contributing to the
writing the PSD Program. Despite numerous reminders to ISPED to provide their
contribution and feedback for the PSD Program, including directly and via the CabMin
and even by CoP at a formal meeting with the ISPED Director, the ISPED failed to
provide any worthwhile feedback. However, due to effective collaboration between the
MOED, the Union of Entrepreneurs and Industrialists and the Union of Economists, the
PSD Advisor was able to develop a good-quality viable program, in line with realities of
the current situation in the private sector of Turkmenistan.

Supreme Control Chamber

Despite the Supreme Control Chamber (SCC) confirmed the acceptance of proposed
Activity Plan for April-June period with a few minor amendments, the SCC has
repeatedly postponed planned training sessions and failed to confirm its interest in the
CAP/CIPA accounting course, stating that that the key reasons were lack of time due
to other commitments and the fact that CAP/CIPA course is based on IFRS which to-
date are not applicable in the country. EREC was informed, through non official
means, that there are a number of specialists who are keen to attend the CAP/CIPA
courses, and asked the Project to provide compelling arguments to justify the
enrollment. The Project has provided a comprehensive document stating the Turkmen
President’'s task to the country’'s the banking and financial sector on IFRS
incorporation, CAP/CIPA statistics in the Central Asia, etc to support the SCC’s
initiative group.

IFRS Transformation in Banking Sector

There were several obvious signs of the UNDP Project's lack of willingness to
cooperate on the development of the joint USAID-UNDP Action Plan for the
Implementation of IFRS in the Banking Sector, which almost resulted in EREC's failure
to implement its preplanned activities. The UNDP Project also demonstrated lack of
cooperativeness in arranging EREC advisor’s participation in the study tour of Central
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Bank specialists to Kazakhstan. This issues were effectively dealt with during
discussions between USAID, UNDP project and the EREC Project in July 09.

Significant meetings with counterparts & donors:

C.

D.

Tuwakmamed Japarov, Deputy Chairman of the Cabinet of Ministers for economic
issues

Velmurad Dovletov, the Head of the Department of Control over state resources of the
Supreme Control Chamber.

Annageldi Hudayberdiyev, Deputy Head of the Department of Control over state
resources.

Nazar Baynazarov, Head of Methodology Section of the SCC.

Serdar Atakishiev, Acting Head of the Consolidated Analysis Department of the
Ministry of Economy and Development.

Azat Klychkhanov, Chief Specialist of the International Relations Department.

Eziz Chariyev, Chief Specialist of the Department for the Development of Regions
Jeren Rejepova, Manager of the UNDP Project for Accounting Reforms.

Sedar Chariyev, Head of the Section for Macroeconomic Assessment & Analysis;
Nurjemal Jalilova, UNDP Economic and Social Program Officer

Ashirkuli Kurbankuliev, ISPED Director

Akmurad Mammedov, Deputy Minister of Economy and Development

Alexander Dadayev, Chairman of the Union of Industrialists and Entrepreneurs.
Mukhamed Atayev, Deputy Minister of Economy and Development for
entrepreneurship development and privatization

Ruben Agajanov, Deputy Head of the Entrepreneurship Development and Privatization
Department, MOED.

Yuriy Aronskiy, Vice Chairman of the Union of Economists

Maral Atayeva, ISPED Head of Financial Sector Department.

Gavin Heft, USAID’s strategy writer.

Nurgeldi Meredov, Specialist of the Economic Development Department of the Cabinet
of Ministers.

Budget Development & Execution
No activity to report
Program Budgeting
No activity to report
Rural Development
No activity to report

Assistance to the Central Bank of Turkmenistan
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No activity to report

E. Assistance to the Parliament

No activity to report

F. Assistance to the Economic Development Department of the Cabinet of Ministers, the

Ministry of Economy and Development and the Institute for Strategic Planning and
Economic Development

1. Highlights & accomplished tasks/activities against the work plan

Private Sector Development Program

EREC advisor submitted the initial draft core Action Plan for the Private Sector
Development Program to the Cabinet of Ministers for clearance. The May 9 issue of
the Neutral Turkmenistan newspaper reported about the CabMin meeting at which
President Berdymukhamedov by word of mouth approved “...the document that has
been developed to stimulate private producers”. CabMin confirmed at the meeting that
the mentioned document was the Concept on Private Sector Development till 2020 and
that the President ordered the elaboration of the Private Sector Development Program
based on the Concept.

In late June the PSD Advisor met with representatives of agencies that participated in
the development of the PSD Program, including CabMin’s Economic Department,
representatives of the MOED, the Union of Entrepreneurs and Industrialists, the Union
of Economists, with the purpose of getting their finalized comments and feedback on
his recommendations included in the previous draft version of the PSD Program,
developed in May. The Deputy Chairman of the Cabinet of Ministers requested a
detailed version of the Action Plan for PSD Program ready for submission to the
President by July 4th.

ISPED Director Ashirkuli Kurbankuliyev requested USAID’s assistance in providing
computers and arranging computer classes at the ISPED facilities. The ISPED would
like to establish its own Training Center which in the future would provide economic
trainings to Turkmen specialists from the country’s economic agencies.

EViews and Econometrics Training

In April, the head of the Consolidated Analysis Department of the Ministry of Economy
and Development and two of his colleagues initiated a meeting with USAID
representatives requesting assistance in econometrics training and professional
exchanges with Kazakhstani colleagues.

The Project purchased 10 copies of the EViews econometric modeling software for
Turkmen government agencies. The copies will be handed over to the recipients
during the EViews training, scheduled for June 30-July10, 2009.
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2. Future activities & events

Private Sector Development Strategy

PSD Advisor will conduct short-term pilot General and Quality Management courses
for government officials and managers of state-owned and private enterprises. Then,
a case-study would be conducted at a state-owned enterprise or a private company
with focus on economic performance analysis and potential for efficiency increase
based on the above-mentioned training materials.

EREC PSD advisor plans to share his expertise and provide assistance to the to-be-
created Council on Competitiveness and SME development issues and, in particular,
in the area of formation of Industrial Parks and Special Economic Zones.

The PSD Advisor will compile, assess and finalize recommendations, develop a
finalized version of the PSD Program and submit it to the CabMin on July 10, 2009.
Upon submission, the PSD Advisor may need to follow up with the CabMin and other
related institutions to address any further questions that may arise about the PSD
Program.

Upon approval of the PSD Program by the President of Turkmenistan, the Project
hopes to be engaged in the implementation of the Program.

EViews and Econometrics Training

The EViews training will be held between June 30-July10, 2009.

Upon completion of the training, the Project Consultant will develop an econometrics
training plan for Turkmen government institutions, including the MOED, ISPED, the
MinFin, the Central Bank and the Statistics Committee.

PIP Training

The training on Public Investment Projects was scheduled to be conducted from July
13 to 31, 2009 for MOED. At its own initiative, the CabMin arranged for inclusion of
three more agencies to this group — the Ministry of Finance, ISPED and the Central
Bank.

G. Assistance to the Supreme Control Chamber of Turkmenistan

1. Highlights & accomplished tasks/activities against the work plan

In April 2009 EREC Regional Public Sector Audit Advisor provided two documents to
the SCC as part of the EREC-SCC Activity Plan for April-June 2009. SCC was
requested to provide feedback as to which characteristics of external audit systems
they would want to develop in Turkmenistan, which would then be taken into account
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by the EREC Technical Advisor in planning a study tour for SCC staff to a foreign SAI.
To date no feedback is received.

Having discussed SCC's requests in terms of an Audit Planning paper, project advisor
developed the document “Audit Planning: Preparation of An Audit Work Plans”.

Project provided the SCC with two documents previously developed by Technical
Advisor William Radburn during his October-December 2008 assignment, as well as
off-site in early months of 2009. The documents provided to the SCC are “Performance
Audit Manual for the Supreme Control Chamber of Turkmenistan, January 2009” and
“The Discussion Paper on: Comparing Audit With Control/Revision/Inspection Work,
March 2009".

Upon request by the SCC liaison officer, Velmurat Durdiyev, EREC delivered a
comprehensive document which will serve as a driving force to persuade the
Chamber’s leadership to allow the initiative group to enroll in CAP/CIPA course offered
by EREC project. The document encompasses the Turkmen President’s tasks to the
country’s banking and financial sector on IFRS incorporation, CAP/CIPA statistics in
the Central Asia clearly demonstrating how far other Central Asian countries have
advanced in terms of CAP/CIPA candidates compared to Turkmenistan. Furthermore,
it gives a broader picture and helps the Chamber to better understand to which extent
audit specialists would benefit from the CAP/CIPA course in the long run, given the
ongoing process of transition to IFRS among banks and other state economic
agencies in the nearest future.

2. Future activities & events

H.

Future activities are on hold pending agreement on a revised plan of activity that is
supported by the President’'s Administration, SCC and the EREC Project.

IFRS Reforms

1. Highlights & accomplished tasks/activities against the work plan

CAP/CIPA Training of Trainers (Central Bank and HEI professors)

A working group comprised of 14 HEI professors attending CAP level courses, a
technical advisor hired by EREC and a representative of the Supreme Council for
Science and Technology was establisheded with the purpose of incorporating IFRS
elements in their current curriculum, as well as creating an IFRS-based curriculum.
In April, the Project commenced a series of courses on IFRS Review and Financial
Accounting-1 for regional banking specialists:
o The first IFRS Review course was held for specialists of the banks of the
eastern Lebap province in the province’s administrative center, Turkmenabat
City, on April 14-15, 2009. Thirty-six participants attended the course, mainly
chief accountants of various banks, including the regional branch of the Central
Bank.
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0 The first Financial Accounting-1 course for regional banking specialists was
held in Ashgabat on April 20 — May 6, 2009. Approximately five specialists from
each of the five provinces and the Ashgabat City attended the course, thus
comprising a group of 30 specialists, mainly chief accountants of various
banks.

e During the month of May, participants of the Working Group on the development of
IFRS-based university curricula, representing four HEIs and the Banking College,
reviewed their current curricula and identified and discussed their shortcomings. They
got acquainted with IFRS-based curricula of Kazakhstan, the Russian Federation and
UNCTAD Educational Standards provided by EREC and discussed their main
principles. University professors made up a consolidated list of HEIs’ departments and
faculties, literature they have been using, teachers delivering lectures on accounting
and audit. A technical advisor hired by EREC prepared a review and made analysis of
current curricula. At present the Working Group is drafting new a curriculum in
compliance with IFRS to be discussed at the next meeting. After discussions the final
draft of IFRS-compliant curriculum will be submitted to one of the Turkmen HEIs for
consideration and approval. It is planned for July, 2009.

e On May 25 - June 12, 2009, the Project commenced a course on Management
Accounting-1 for banking specialists. Twenty nine participants attended the course,
mainly leading specialists and heads of departments of various banks, including two
attendants from regional branches of the Central Bank.

e Management Accounting-1 course for university professors was held on June 8-30,
2009. The attendance of the group was approximately 50% due to busy examinations
schedule at attending professors’ universities.

e Management Accounting-2 course for banking sector specialists was conducted on
June 9-27, 2009. Feedback from the trainer about this group was positive.

e Russian IFRS books were handed over to the Supreme Council for Science and
Technology on June 11 to be distributed among Turkmen ministries and departments.

e Project IFRS advisor worked in Ashgabat on June 22 — July 3, 2009 assisting
university professors in the development of CAP-CIPA-based curricula. He also
developed specific curricula on “Accounting Principles”, “Financial Accounting 1",
“Managerial Accounting 1" and “Finance for Managers”, to be handed over to the
Rector of the Civil Service Academy at a July 2 meeting.

IFRS Transformation in Banks

e A joint USAID-UNDP Action Plan for the introduction of IFRS in the banking system of
Turkmenistan was developed. Under this plan it was agreed that EREC would hire a
regional IFRS banking expert from Kazakhstan or Kyrgyzstan for an extended part
time basis of 4 to 6 months. Regional expert will provide advice to UNDP national
consultants and members of the Central Bank’'s working groups on methodological
issues related to IFRS transformation (reconciliation of statements, methodological
booklets).
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EREC drafted the text of the letter addressed to the external audit company, PKF,
requesting their assistance in explaining adjustments made by the company in the
process of the restatement of the Senagat Bank’s 2007 financial statements. These
explanations are necessary to make sure that the computer program for the
transformation of financial statements to be IFRS-compliant, developed by UNDP for
the Senagat Bank is accurate. It is proposed that a representative of PKF would be
able to visit Turkmenistan to clarify issues.

Throughout June, preparatory arrangements were being made for the study tour of
Turkmen Central Bank specialists to the National Bank of Kazakhstan.

IFRS books

Other

In April EREC provided free of charge copies of IFRS standards in Russian to several
government institutions, including the Ministry of Finance, the Ministry of Foreign
Affairs, the Central Bank, including one of its regional branches.

On April 8. 2009, President of Chevron Nebitgaz B.V. Turkmenistan Douglas Uchikura
presented possible activities under the EREC project on introduction of IFRS in the oil
and gas sector of Turkmenistan. The presentation was addressed to Chevron
representatives, including Enejan Kuliyeva, Policy, Government and Public Affairs
Representative of Chevron Nebitgaz B.V. Turkmenistan, Anthony DiNicola, Senior
Advisor on Community Engagement Issues of the Chevron Corporation, California ,
and Holly Wise, Advisor from Wise Solutions LLC. USAID Country Director Ashley
Moretz and Program Specialist Serdar Yagmurov also attended the presentation.

2. Future activities & events

IFRS ToT

A meeting with the Rector of the Civil Service Academy, Mr Alym Annamyradov, is
planned for early July to discuss further development of curricula for CSA.

The Project has decided to wait with pushing for the distribution of Russian IFRS
books until USAID representatives meet with the new Acting President of the Academy
of Sciences and until the new charter of the AoS is approved. Meanwhile, the books
will be kept by the head of the International Relations Department of the A0S,
Orazmyrat Wasov.

CAP/CIPA examinations are to be conducted early July.

IFRS Transition in Banks

EREC will hire a regional IFRS banking expert from Kazakhstan or Kyrgyzstan to
provide consultations to UNDP national consultants and members of the Central
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Bank’'s working groups on methodological issues related to IFRS transformation
(reconciliation of statements, methodological booklets).

e In early July EREC will meet with UNDP project to agree on further steps regarding the
development of the Action Plan for the implementation of IFRS in the banking sector.

e EREC Advisor will work on the Development of the Action Plan.

e EREC will initiate consultations to the UNDP Project as part of the Action Plan.

e A one-week study tour to the Kazakhstan National Bank for Turkmenistan Central
Bank specialists will take place in July.
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