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The successful experience of the
Chamber of Accounts of the Kyrgyz Republic in the tran
from inspections to the full-fledged audit of the financi
statements and procurement operations
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The mandate of the Chamber of Accounts (CoA)

The CoA is a Supreme Audit Institution — the only external auditor for
public and municipal entities, organizations and institutions of the Kyrg
Republic that are responsible for the efficient use of the public funds anc
resources and transparent execution of the public budget.

The CoA KR is a full member of the International Organization of Supre
Audit Institutions (INTOSAD);
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The transition to the international auditing standa
and good practices

Transition to ISSAI contributes to the increased efficiency of the governmen
spending and is an important element of anti-corruption activities.

The ongoing efforts at the national level are aimed at ensuring transparency-anc
increased efficiency of the oversight bodies for the purpose to manage the mail
challenges hindering the development of the country including corruption.
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World Bank’s
Technical Assistance

IDF Grant, Project of the Multi-donor Program Trust
World Bank “Capacity-building Fund for Europe and Central
of the public sector audit* 2009- Asia, Grant Project (TF #

2011. 017895) “Capacity-Building of
the Chamber of Accounts KR”
for 2015-2016
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(- Guidelines for financial audit
in conformity with the
international auditing
standards (ISA);

« Piloting with Latvian
partners and the local
audit firm;

e Pilot audits in the

Financial audit

Implementation Process of the International Audit Standa

The chamber of Accounts

of the Kyrgyz Republic

131 Isanova str.Bishkek 720033 Kyrgyzstan
e-mail:esepi@esep kg web:www.esep kg

Financial audit

« Guidelines for financial audit
of economic entities developed

\

Ministry of Culture of the of economic
institutions. government (s
\. institutions organizations entities
1 1
» Methodology Guide for
Performance Audit; Perf:lrj'cr}}i:nce IT audit

o Staff Training;

e Pilot audit in the
Ministry of Health
facilities.

Participation in the Global
Program of training within the
Initiative for development
INTOSAI on IT audit (IDI Global
Programme on Specialised
Audits- Information Technology
(IT) Audit);
« Pilot audit of the Information
system “IS - Kazna.Byudzjet" in
the Central Treasury under the
Ministry of Finance.
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Public Procurement Audit

» Public procurement is the area with potentially hi
level of corruption, which significantly undermines
efficiency of public spending.

» The amount of the state budget expenditures for
procurement of goods and services is estimated around
40.0% of total budget expenditures.
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Figure 1. Public Expenditures for Procurement per
economic classifications,
2014, % in total procurement (less DPI)
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According to the analysis

1998
—[lpoBeaeHHble TeHAEpa

The system of public procurement based on competitive bidding
implemented for the most part. However, there are still problems wi
operations of the public procurement system
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Inadequate
transparency of
the public
procurement
process;

Inefficient system
of public
procurement
management;

Challenges in

public
procurement

No full-fledged
monitoring &
control system;

The chamber of Accounts
of the Kyrgyz Republic
131 Isanova str-Bishkek 720033 Kyrgyzstan

e-mail:esepi@esep kg web:www.esep kg

Late financing of
the awarded
contracts
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Corruption in the pubic procurement
process

The chamber of Accounts
of the Kyrgyz Republic
131 Isanova str-Bishkek 720033 Kyrgyzstan

e-mail:esepi@esep kg web:www.esep kg

- Splitting the procurements into the
amounts below the minimum threshold
(500 thou.soms) for the application of the

@ N

REGULATION OF THE GOVERNMENT OF THE
KYRGYZ REPUBLIC AS OF 13. 06.2008,
N 302

On approval of the Threshold
Amounts for the Procurement of
Goods, Works & Services

AN 4

- Procurement prices

- Corruption collusion

single-source procurement without tender
process.

/

Price variation up to 65% for one and the
same good. For pharmaceuticals between
2 and 75%

/

At the stage of making a list of goods &
specifications

Adjustment to certain goods which impact
on:

- quality;

- Needs objectivity;

- specifications.
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Situation Analysis in Public Procuremen

Compliance Audits in the field of public procurement demonstrate
virtually all conducted tenders had typical irregularities and violatic

- Numerous violations of the procurement procedures and record keeping

- The tender documentation does not comply with the basic provisions of the La
“On public procurement”

- Bid Evaluation, record of the minutes of procurement procedures, the award a
conclusion of the contracts

- Lack of proper administration of contracts, which was also carried out with high
risk of loss of public funds

- Lack of approved standard documentation
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Situation Analysis in Public Procurement
(continued)

- Bidder does not meet the requirements, procurement protocol contai
inaccurate information

- Amount of the contract exceeds the allocated budget

- The winners of the tender have not presented the bid security or
guarantee for the implementation of the contract

-The conflict in dating
- Protocol of the procurement is not submitted to the authorized body

- Protocol of the procurement submitted to the authorized body upon the
expiration of the due date

- Advances made without security according to the terms and conditions

- Penalties prescribed in the contract for late delivery of goods or
completion of works are not applied
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Methodology Approaches
The toolkit is based on mandatory provisions of the Law of
Kyrgyz Republic "On Public Procurement” and regulations go
procurement procedures.

The main format of verification of tender documents and reports:
checklists:

« assessment of the organization's capacity

pre-qualification

auction with unlimited participation

request for quotations

single-source procurement
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1. General
Characteristics of
the auditing object
system

4. Audit of 2. Analysis of

Key issues of the

procurement- . practicability &
contract public necessity of public

management procurement audit procurement

performance implementation

3. Compliance of
the public
procurement
legislation
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Public Procurement Audit

Manual approved

Manual updated based on the
results of pilot audits

3 Pilot Audits conducted

Capacity-building of the AC staff
with involvement of the
international consultant from
Poland, BO®K

Manual on public procurement
audit developed

Technical assistance of the
World Bank
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The structure of the checklist for tenders with
unlimited participation

1.Procurement initiation

2.Tender process management (tender receipt, opening
and evaluation)

3.Award and signature of contract
4.Re-tender (when necessary)
5.Contract administration and payment
6.Conclusions and recommendations




Audit of procurement [subordinate organization, agency, [Period of auditi
Checklist 2.2: Assessment of the procuring agency

[poBepsemas opraHusaums: JaTa:

NHCTPYKUMK:

Ll,enblo 3TON0 4eK/MCTa ABJIAETCA OLeHKa CNOCOBHOCTH oTAeNa 3aKynokK OCyWeCTB/IATb
3aKynKu.

npOMHTepBbIOMpyl‘;iTe nepcoHan otrhesia AnAa NoaydYeHMA YHeTKOro npeactaB/IieHUA

OpraH13aLUMoHHOM CTPYKTYPpbI.
MonyunTte Heo6XoAMMbIE AOKYMEHTbI.

Onpep,enme CU/IbHbIE U CNabble CTOPOHbI BHYTPEHHEI0 KOHTPOJ14, a TaKXe obnacTtu

No. | Haunbo/blero pBeHpech fa | Her | w/n' | Mpumeuanns | Ccbi
JiKa
Ha
HMA?
A. OueHKa cpeabl KOHTPOA

CyLLecTBYET 1 OTAEN, 3aHUMAIOLLMIMCS BOMPOCAMM
3aKynoK?

(3anpocuTb OpraHM3aLMoHHY0 CTPYKTYPY,
BHyTpeHHWe npaBmna). (C1.13 nyHKT 1).

MopoTyeTeH M OTAEN 3aKYNOK HENOCPEACTBEHHO
PYKOBOAMTEIO BbICLUErO 3BEHa?

KoMy HenocpeacTBEHHO NoAoTYeTEH oTAEeN?
(3anpocuTb OpraHM3aLMOHHYI0 CTPYKTYPY,
BHYTPEHHUWE npaBuia)

BHeApeHO /v COOTBETCTBYHOLLEE pa3gesieHne
06A3aHHOCTEM KaXK/O0ro YieHa wrara?

YeTKo /M pasrpaHuyeHbl M JOKYMEHTUPOBAHbI
yHKLMM 1 06583aHHOCTI?

(3anpocuTb BHYTPEHHWE MNpaBM/a, OXBaT M
pasgenenue hyHKUM)

Pacnonaraet siM npoBepsemoe yypexaeHue
[OCTaTOYHOM YMCIEHHOCTBIO M Ka4eCTBOM
YesIoBeYECKMX pecypcoB?

MMenn nm MecTo Kakue-nnbo KonebaHus B cocTase
wrarta B 2012 r.?

(3anpocuTb MHOPMALMIO O YUCIEHHOCTH
coTpyaHuKoB B 2012 r. M UISMEHEHUSAX B CcOCTaBe
wTara)

BHeapeHb! 1M Kakne-IM60 cucTeMbl BHYTPEHHERO
KOHTPOAA A4 ob6ecneyeHnsa cO6I0AeHMA 3aKOHOB
W npasun?
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Checklist 2.2: Tender with unlimited participation

Procurement agency:
Contract No:
Contractor:

Date:

Contract amount:
Contract description:

UHCTpPYKUMU:
JaHHbll  Yeknucm OoJsiKeH 3anojiHAMbCA O/ mop2o8 C Heo2paHU4YeHHbIM
yyacmueM. Omsembl  OOJIKHbl ~ OCHOBbIBAMbLCA
OJokyMeHmax/uHopmayuu, omHocawelca K npeccy 3aKynoK No Kaxoomy
KOHMpakmy, Ha4uHas om momeHma 0dobpeHus meHoepHol JokymeHmayuu u

Ha

coomsesemcmsyrwux

MpaBUIbHO /1 BbISIM OLEHEHDI
noTpe6HOCTU B TOBapax, yCayrax Mam
paboTax M OCHOBbIBA/IMCb /1M OHW Ha
PEANIMCTUYHBIX NPEANOoIOKEHUAX?

KTo 0406pmn nakeT TeHaepHOM
AOKYMEHTauuu.

Bbina nv yTBepxaeHa TeHaepHas
AOKyMeHTauma?

(KTO 3TO caenan)

OueHoYHas LieHa KOHTpaKTa paBHa MM

Bbll€ MAKCMMa/IbHOM MOPOroBOM CYyMMbI

[cT. 17, n.2]

AOKYMEHTOB!

n.3]

_ [er. 19

do 3asepweHus KoHmpakma. 0Obcyoume ux C OmMBemCmBeHHbIMU
rnrrpyr')mu-m/mu, ec/l HeobxodumMo
NG. BOMPOCHT 713 HeT A7 TPVMETanms CCHl
JIKa
Ha
HIMA?
A. OueHKa cpe/ibl KOHTPOoJiA
1| Bbl1a I CTOMMOCTb Jata
npeanoXeHWsa/KOHTpaKTa paccuMTaHa 0406peHns
npaBmbHO? TEeHAEPHbIX
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Methodology

o

fAt present, the methodology of
the public procurement audit is
mandatory Guidelines for the
staff of the Chamber of Accounts
during auditing of public
procurement.

\ j The results of the audits have shown that
there is every reason to believe that the
use of the Guidelines while auditing public
procurement will reduce the amount of
abuse and increase transparency in public
procurement.
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New Law of the

Kyrgyz Republic “On
Public Procurement”
adopted (2015)

New Public
Procurement
Auditing
Methodology under
development

yIgyzstan
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s A
In accordance with the decision of the 64 meeting
of the Governing Council of the International
Organization of Supreme Audit Institutions
(INTOSAI) the Ad Hoc Group INTOSAI on auditing of
public procurement was established

_ J
Mission

4 )
Coordination of activities of the Supreme Audit
Institutions, INTOSAI members, on the
development of generic approaches and
procedures for the audit of public procurement

\. J

Strategic
Objective

4 )

Support SAls in assessing the efficiency

and effectiveness of public
procurement

The chamber of Accounts

of the Kyrgyz Republic

131 Isanova str.Bishkek 720033 Kyrgyzstan
e-mail:esepi@esep kg web:www.esep kg
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Goals and Objectives:

» Develop general principles of public procurement audits in accordance with
the fundamental documents INTOSAI

« Analysis of international experience and methodologies for the organization and
process of the procurement audit, including in member states of the Task Force
INTOSAI on audit of public procurement;

» Development of approaches and requirements for the formation of methodologica ‘
and information support to the audit of public procurement;

» Promote the development of modern forms of cooperation between national
supreme audit institutions and international organizations in the sphere of a
of public procurement.
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« Preparation of a practical guide on the audit of public procurement. Developme
of the system of information exchange on the issue of the audit of public
procurement

« Clarify and update a glossary of the INTOSAI auditing of public procurement;

« Creation of a permanent system for the exchange of experience based on modern
information technologies and traditional forums, including the development and
maintenance of a dedicated website; ‘

 Preparation and implementation of pilot projects related to the audit of public
procurement in the Member States of the Ad Hoc Group of INTOSAI on contract
audit;

« Preparation of a practical guide on the audit of public procurement.
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2 =
2. Develop manuals

and guides for the 3. Develop further

1. Develop the public procurement the communication
international standard audits in specific systems in the field
for the public sectors and spheres of the public

procurement audit; of priority interest procurement audit.

for the supreme
| \financial controls;

-4

N\ 4
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The Chamber of Accounts continues the capacity-building measu
with the World Bank’s support

The CoA intends to make major progress with practical and consistent applicati
of the ISSAI and continue the capacity-building process through the
iImplementation of a number of actions focused on the following topics:
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1. Institutionalization Capacity-building of the Chamber of Accounts

2. Further development and use of audits in conformity with MCA

3. New Draft Law “On the Chamber of Accounts” according to ISSAI
4. Development of training programs and delivery of trainings

5. Mechanisms of transparency for the report users
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Thank you!




