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2 Clarivate
Analytics

KasakcmaH Pecriybniukacbl ¥immbik fbiribiM akademusicbl «KP YFA Xabapuwbicbl» fbiribiMU
XypHanbiHbiH Web of Science-miH xaHanaHfaH Hyckacbl Emerging Sources Citation Index-me
UHOekcmerlyee KabblndaHfaHbIH xabapnaldbl. byn uHdekcmeny 6apeicbiHOa Clarivate Analytics
KomMriaHusickl XypHanobl o0aH opi the Science Citation Index Expanded, the Social Sciences
Citation Index xoHe the Arts & Humanities Citation Index-ke Kabbinday macerneciH Kapacmbipyda.
Web of Science 3epmmeyuwinep, aemopnap, bacnawsbinap MeH MeKemeriepee KOHMeHm
mepeHOiei MeH carnacbkiH ycbiHadbl. KP ¥FA XabapwsbicbiHbiH Emerging Sources Citation Index-
Ke eHyi 6i30iH KoramOacmbIK YWiH eH e3ekmi xaHe 6edendi MyrnbmuducyuniuHapsibl KOHMeHmkKe
a0anobifbiMbI30bi 6indipedi.

HAH PK coobwaem, 4mo Hay4yHbil XypHan «BecmHuk HAH PK» 6bin npuHam Ons
uHOekcuposaHusi 8 Emerging Sources Citationindex, obHoeneHHol eepcuu Web of Science.
CodepxaHue 8 amom UHOeKkcuposaHuUu Haxooumcs e cmaduu pacCMOMpeHUs KomraHueu
Clarivate Analytics dnsi danbHelweao npuHsamus xypHana e the Science Citation Index Expanded,
the Social Sciences Citation Index u the Arts & Humanities Citation Index. Web of Science
npednazaem Kadecmeo U anybuHy KoHmeHma 0rns uccriedosamersiel, asmopos, uiddamernel u
y4pexdeHul. BkmoyeHue Becm+uka HAH PK e Emerging Sources Citation Index 0emoHcmpupyem
Hawy rpusepxeHHoCcmb K Haubornee akmyasibHOMY U 8/1UsimeribHOMY MynbmuducyuniuHapHoOMy
KOHmMeHmy 0518 Haweao coobwecmea.

NAS RK is pleased to announce that Bulletin of NAS RK scientific journal has been accepted
for indexing in the Emerging Sources Citation Index, a new edition of Web of Science. Content
in this index is under consideration by Clarivate Analytics to be accepted in the Science Citation
Index Expanded, the Social Sciences Citation Index, and the Arts & Humanities Citation Index.
The quality and depth of content Web of Science offers to researchers, authors, publishers, and
institutions sets it apart from other research databases. The inclusion of Bulletin of NAS RK in the
Emerging Sources Citation Index demonstrates our dedication to providing the most relevant and
influential multidiscipline content to our community.
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ANALYSIS OF STRATEGIC PROBLEMS IN PPP IN 2016-2021 IN KAZAKHSTAN

Abstract. The article discusses the induction method of considered to have established a solid legal and
institutional framework for public-private partnership (PPP) projects, which led to a sharp increase in the
formation of PPPs: In addition to the fact that Kazakhstan is a leader in Central Asia in terms of creating
a legal and institutional framework for PPP and the number of signed PPP contracts, Kazakhstan has also
achieved success in implementing the control concession project Big Almaty Ring Road with a length of 66
km (toll road around the city of Almaty), also known as BAKAD. The financial closure of this project took
place on August 7, 2020, making it the largest PPP project in Central Asia. In order to define the concept of
the control environment and its place in the audit of the internal control system, it is necessary to establish the
essence of internal control, its goals and structure.

The goal includes the goals of the organization for doing business, namely, operational objectives,
profitability indicators, business activity, as well as ensuring the safety of assets. The second goal concerns
the preparation of reliable financial (accounting) statements, as well as management information. The third
purpose of internal control implies ensuring compliance of the company’s activities with the requirements of
both general legislative acts and specific ones directly regulating the activities of the organization. In addition
to compliance with the law, this goal also applies to ensuring compliance with the requirements of internal
regulatory documents of the organization.

Key words: State audit system, Audit, PPP, Challenges, Accountability, Public sector, Effective Tool,
Measures, Government, PPP, Mechanism, Regulation, Effectiveness, Partnership.
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KA3AKCTAHIATBI 2016-2021 KbIJIJAPJATBI MKO CAJTACBIHJIATBI
CTPATEI'USAJIBIK ITPOBJIEMAJIAPIBI TAJIIAY

AHHoOTanmusa. Makanaga MeMIIEKeTTiK-)KeKeleik apinrectik (MXKO) sxobanapsl yiriH Oepik KYKBIKTHIK
YKOHE WHCTHUTYIIMOHANIBIK HETI3 KacaFaH JIeN CaHaJlaThIH MHAYKIHS SIiCi KapacThIpbutael, 0y MXKO-Hi
KaJIBIITACTBIPYJIBIH KYPT apTyblHa amibin Kenai: MJKO yIIiH KYKBIKTBHIK JKOHE MHCTUTYIIMOHAJJIBIK HETi3
Kypy TypreicbiHaH Kazakcran Opranbik A3usiia Kemoacibl 00BN Ta0bIaThIHIBIFbIHA koHe M¥KO-1e Ko
KOWBIIIFaH KeNiCIMIIApTTap CaHbIHA KOChIMINA, Ka3akcTaH KOHIECCHSITBIK OacKapy »K0OachlH icKe achIpya
TaOBICKA KETTi, Y3BIHABIFBI 66 KM YJIKeH AJMaThl ailHaIMa Kokl (AJIMAaThl KaJAChIHBIH alfHAIAChIH]IAFbI
AKBLITBI JKOJT ), COHaM-aK OYJ1 5k00aHBIH Kap KbUIBIK %ka0buTybl 2020 sKBUTFBI 7 TaMBI3IA ©TTI, 0YI1 OHBI OpTabIK
Asusnarsl eH ipi MXKO xobackiHa aiHaNIBIp/ABL. bakpliay opTachIHBIH TYKBIPBIMIAMACKIH KOHE OHBIH 1TIK1
0aKplIay JKYWECIHIH ayIUTiHAETi OPHBIH aHBIKTAY VIIIH iITKi OaKbUIAyIbIH MOHIH, OHBIH MaKCaTTapbl MEH
KYPBUIBIMBIH aHBIKTAY KaXKeT.
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Makcar — YHBIMHBIH OW3HECTi KYPri3y »KOCMapiapbiH, aTan aWTKaHJa ONEPAIUSUIBIK MaKCcaTTap/bl,
KIpICTUTIK KOPCETKIMITEPiH, iICKepIiK OSICeH IUTIKTI, COHIali-aK aKTUBTEP/IiH CAKTalIyblH KaMTaMachl3 €Tyl
KapacTeIpy. EkiHIII Makcar — ceHiMJII KapKbUIBIK (OyXTanTepIiK) eCenTiliKTi, COHIali-aK 0acKapymIbLUIbIK
aKnmaparThl JalbIHAAayFa KAThICThI. [IIKi OaKbUIAyJbIH YIIHII MAaKCAThl — KOMIAHHS KbI3METIHIH KaJIbl
3aHHaAMAaJIBIK aKTiIepiH, COH/Ial-aK YIHBIMHBIH KbI3METIH TiKeJIed PEeTTeHTIH HAKTHI aKTiIEeP/IiH TalarTapbiHa
COMKeCTITiH KaMTaMachl3 eTydi Oinmmipeni. 3aHHaMaHBI CaKTayMeH Kartap, Oyl MakcaT YHBIMHBIH IIIKi
HOPMATHBTIK KY)KaTTapbIHBIH TAJANTAPbIH CAKTay/Ibl KAMTAMACHI3 €TYTE JIe KAThICTHI.

Tyitinai ce3nep: MemuekeTTik aymut xyheci, aynut, MO, mpobiemanap, ecenTisiik, MEMJIEKETTIK
CEKTOp, TUIMJI KYpaJl, Imapainap, YKiMeT, TETIK, peTTey, THIMJILIIK, OpINTECTIK.
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AHAJIN3 CTPATETHYECKHUX IMTPOBJIEM B COEPE I'dIl B 2016-2021 TOJAX
B KABAXCTAHE

AHHOTanus. B crarbe paccMaTpuBaeTcsi METOJ MHAYKIUH, KOTOPBIH CUNTACTCSl CO3AABIIMM MPOYHYIO
MPaBOBYIO M MHCTHTYLMOHAJIBHYIO OCHOBY JISl TIPOEKTOB rocynapcTBeHHO-yacTHOro maptHepcersa (I'UIT),
YTO MPUBENO K pe3koMy yBenudeHuto ¢opmupoBanus ['UIl: B nononnenue k Tomy dakry, uro Kazaxcran
sBisieTcs muaepoM B LleHTpanbHoM A3uH ¢ TOUKH 3pEHHUs CO3aHNs IPAaBOBOM M MHCTUTYLIMOHATIBHON OCHOBBI
mutst YT 1 komudecTBa nmoanucanHbix koHTpakToB Ha [ U, Kazaxcran Takke 1o0MICs ycriexa B peaan3aliu
KOHIIECCHOHHOTO MPOEKTa ynpasieHus bonplas AiMaTrnHcKas KoJIbLeBas 10pora NPOTSHKEHHOCTBIO 66 KM
(matHas mopora BOKPYT ropoaa Anmarkl), Takxke u3BecTHas kak BAKAJl. ®uHaHCOBOE 3aKpBITHE 3TOTO
npoekra coctosock 7 aBrycra 2020 roga, uto cienano ero kpynHemum npoektoM [l B LlenTpanbHoit
Azumu. Jlast TOro 4ToOBI ONpENeNUTh KOHLEHIMIO KOHTPOJBHOM Cpelbl M €€ MECTO B ay[JuTe CHUCTEMBI
BHYTPEHHETO KOHTPOJISI, HEOOXOANMO YCTaHOBHUTH CYITHOCTh BHYTPEHHETO KOHTPOJIS, €r0 LENU U CTPYKTYPY.

Lenp BrirouaeT B ceOs LENM OpraHU3alMy MO BEACHUIO OM3HECA, a UMEHHO OICPALMOHHbIC LIEJIH,
MOKAa3aTen MPUObUILHOCTH, AETIOBYI0 aKTHUBHOCTB, @ TAK)KE 00eCIIedeHre COXPAaHHOCTH aKTUBOB. BTopas enb
KacaeTcsl OATOTOBKHU JI0OCTOBEPHOH (PrHAHCOBOH (OyXraiaTepckoil) OTYETHOCTH, a TaKKe YIPaBICHYECKON
nHpopMauy. TpeThbs LiesIb BHYTPEHHET0 KOHTPOJIS TOJIpa3yMeBaeT 00ecrieYeHne COOTBETCTBHS ICSITEIbHOCTH
KOMIIAHUU TPEOOBaHMSAM Kak OOLIMX 3aKOHOAATENbHBIX AKTOB, TAK M KOHKPETHBIX, HENOCPEICTBEHHO
PErynupyIomux JesTeNbHOCTh opranu3auuu. IlomuMo coOmoneHusl 3aKOHONATENbCTBA, 3Ta LENb TaKXKe
OTHOCHUTCSI K 00€CTICUEeHHIO COOMIOACHUS TPeOOBaHNH BHY TPEHHUX HOPMATHBHBIX JIOKYMEHTOB OpraHU3aLHH.

KiroueBble cioBa. Cucrema rocymsapcrBeHHoro aynuta, Aynut, ['UIl, Ilpobnemsi, [logotueTHoCTb,
locynapctBennblii  cekrop, ddexTuBHbIA HHCTpyMeHT, Mepsbl, llpaButenscrso, ['Ull, Mexanusm,
PerynupoBanue, D¢ dexruBHocts, [lapTHEpcTBO.

Introduction. The need for internal audit arises, as a rule, at large enterprises due to the fact that the
company’s management does not have the ability to constantly monitor the activities of all structures of the
organization. In turn, internal audit provides information about this activity, which allows senior management
to compare it with managers’ reports and helps reduce the risk of loss of resources in the enterprise. Internal
control is a mechanism by which stakeholders (shareholders of the company, the board of directors,
management) receive a reasonable degree of confidence that the company will achieve its goals in the most
effective way.

The main advantage of the risk-based approach is its perspective, in contrast to the retrospectivity of
traditional approaches. The idea is that control- and process-oriented audits assess what has already taken
place and brought negative consequences. In turn, a risk-based approach based on risk assessment allows
you to identify problem areas in advance and prevent possible negative results caused by the inefficiency of
the control environment. In other words, internal audit is an assessment of the reliability and effectiveness
of an organization’s internal control system. That is, it has the function of an independent assessment from
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the inside of all aspects of the organization’s activities to give managers confidence that the existing control
system is reliable and effective.

2016 2017 2018 2019
15 161 292 294

Picture 1- the number of signed PPP contracts from 201 to 2019

Choosing a particular model = this is the prerogative of the state itself and it is determined by it. Meanwhile,
in the practice of management in the world economy, the basic PPP models in their pure form are practically
not used. As a rule, all kinds of mixed forms are used, and only exclusively in a number of infrastructure areas,
certain types of basic models remain dominant. In this connection it should be noted that the mechanism of
state regulation in economically developed countries is characterized by a great variety of the use of economic
and financial instruments, the principle of action of which in some of them has much in common, although the
forms and methods of their application differ in the originality and scale adequate to the national economy.
The differences are caused by national peculiarities of development of audit and productive forces, positions
of the country in the world PPP market and other internal and external factors

Materials and methods. In the economic literature, the concept and meaning of PPP is interpreted
ambiguously. So, everyone recognizes that it should be understood as a certain relationship between business
and the state. However, the target settings are very different. In some documents they are considered in an
expansive aspect, and in others - in a narrow sense, the essence of The PPP is presented in the following.
BAKAD is supported by the European Bank for Reconstruction and Development (EBRD), the Bank of China,
PGGM, the Eurasian Development Bank and the Islamic Development Bank. This project is a breakthrough
PPP project for Kazakhstan, as it is the first large-scale PPP project in the Central Asian region, structured
with the involvement of international consultants in an open tender and in accordance with international
best practices. The purpose of this work is to identify the key factors of PPP development in the Republic of
Kazakhstan. [1]

Further, the organization takes actions (carries out its operational activities) to achieve the set goals.
However, in order for the actions taken to be expedient and lead to the fulfillment of the tasks set, the
boundaries of these actions must be established. To do this, a control strategy is formed, which includes
controls that do not allow actions to go beyond the boundaries, ensuring the achievement of goals. Thus, at
first glance, the policy of the Government of Kazakhstan in the field of PPP has been very successful so far.
We should congratulate the Ministry of National Economy and the Kazakhstan PPP Center, as the bodies
that play the most important role in the development of Kazakhstan’s PPP policy, for what has been done.
However, by 2019, it became increasingly clear to all major stakeholders that the development of PPP in
Kazakhstan is moving in the wrong direction, since the current PPP policy and management have proved
ineffective, often hiding government borrowing.

The main problems in the development of PPP.

There are various obstacles to the proper development of PPP in Kazakhstan.

Research results. In 2011, the Government approved the Public-Private Partnership Development
Program for 2011-2015 (PPP Program). Unfortunately, after the completion of this Program in 2015, no
other policy documents on PPP were adopted, and since then, the development of PPP in Kazakhstan has
been chaotic and not very successful. Since Kazakhstan has not had a national PPP policy with clear goals,
objectives and priority sectors for partnership since 2015, there has been a disproportionate use of the PPP
mechanism at the local level (as of September 1, 2020, 813 PPP contracts worth 1.8 trillion tenge were signed,
only 9 of which are national-level projects, and 803 are local-level projects (municipal or regional). Local
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projects are mostly small-scale and service-oriented (i.e. without capital investments) PPP projects. About
54% of the PPP contracts concluded are for kindergartens.

3000

As of September 1,
2020, 813 PPP
2500 contracts worth 1.8

r trillion were signed.

54% of the PPP
contracts concluded
are for
kindergartens

2000
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PPP contracts
concluded by the
1000 end of 2019.
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Picture 2- total analysis of current situation in Kazakhstan

While PPP projects at the national level and concession projects in Kazakhstan were carried out under
the supervision of many controlling state structures, including the PPP Center, in order to ensure a truly
competitive and transparent PPP selection process, while the supervision of PPP projects at the regional
and local levels was less strict. Thus, regional projects have acquired a general idea that the PPP model is a
simple, one-time opportunity to receive state-supported income for up to three decades. [2]

As you know, it is not surprising that many regional officials and investors with close ties with regional and
local authorities sought to implement projects through the PPP mechanism (often through direct negotiations
and without a tender), and not in accordance with the Law on Public Procurement, according to which an
open tender is required. The fact that more than 50% of PPP contracts concluded by the end of 2019 were
concluded with one participant (without an open tender) raises serious concerns.

Unfortunately, due to various reasons, many regional PPP projects over the past four years have been
associated with corruption - for example, the infamous case in the Mangystau region in 2019, when the deputy
head of the region was sentenced to ten years in prison for “protecting” a foreign investor who proposed to
build an ice stadium in Aktau on the PPP model. [3]

Another negative result of the lack of a national PPP strategy is the misconception of society about which
PPP projects are really needed. This means that many good projects implemented by foreign investors do
not receive support because government officials do not want to take responsibility for them. The current
LRT Almaty LRT PPP project is an example of how a state partner unexpectedly retreats in the middle of the
competitive process.

Although four international consortia have already invested time and money and successfully passed the
first stage of the open tender, reaching the second stage in 2019, the LRT Almaty PPP project was suspended
for more than a year due to the decision of the newly appointed akim to abandon the PPP model. Instead, he
wants the public sector to create and operate an LRT system, presumably because this option is considered
more profitable.

This change of plans in the middle of a well-prepared international open tender could have been caused
by the doubts of the new akim, which arose due to the unsuccessful experience of Nur-Sultan with the light
rail system project. The Nursultan project was not structured as a PPP, but its failure put the government in
a difficult position. The lack of long-term strategic planning and inconsistent approach to the development
of PPP by government officials jeopardizes foreign investment in Kazakhstan’s PPP projects for the much-
needed modernization of public infrastructure.

As a result of inconsistent, partial changes in legislation in Kazakhstan, there is still confusion regarding
the definition of who is a state partner/concessionaire and which assets can be identified for legal action by a
private partner/concessionaire. As far as we know, this confusion was a serious obstacle that caused a more
than two-year delay in financial closure with the creditors of the BAKAD project. From the point of view of
investment attractiveness, there is a significant difference whether the assignor is a state with many assets, or
a ministry that actually has no assets to fulfill its contractual obligations.
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The PPP Law provides that only the state, and not municipalities or regions (for example, Almaty or
Kostanay region), as it may be in some other countries, can act as a state partner. Until 2017, the concept of
a state partner in the Law on Concessions was identical to the concept of the Law on PPP (i.e. only the state
can act as a concedent). However, in 2017, the Law on Concessions was amended, and now it provides that
only authorized state bodies can act as a concedent and conclude concession agreements. The existing legal
definition of a concedent does not make sense, since state bodies are not “subjects of civil law”. Consequently,
they do not have any assets and cannot conclude civil law agreements on their behalf (strictly speaking, state
bodies can act and sign concession agreements on behalf of Kazakhstan, a region or a city).

In addition, the PPP Law provides that a PPP contract is a multilateral agreement, and there may be several
state partners in one contract. This is not possible if Kazakhstan is the only candidate for the role of a state
partner, as currently specified in the PPP Law. Exchange rates are determined by the supply and demand for
different currencies. But the supply and demand for currencies are influenced by factors such as currency
speculation, interest rates, government intervention and capital flows between countries rather than by the
currency requirements of international trade. Moreover, many goods and services, such as buildings, all
government services and most market services, are not traded internationally. For these reasons, exchange
rates do not reflect the relative purchasing powers of currencies in their national markets. Hence, while
exchange rates provide GDP estimates that satisfy the third condition of being expressed in the same currency
unit, they do not provide GDP estimates that satisfy the fourth condition of being valued at the same price
level. [4].

Discussion. A systematic interpretation of the Kazakh legislation suggests that not only Kazakhstan can
act as a state partner/concedent, but also de facto cities and regions (oblasts). Thus, a private partner in a local
PPP project can apply to the court only in relation to the municipal budget of the city or region, but not the
national budget of Kazakhstan. In accordance with the Civil Code of the Republic of Kazakhstan, the so-
called “territorial divisions” (cities and regions) are different “subjects of civil law” (i.e. in order for a legal
entity to enjoy property rights and be a party to the contract, it needs to be a subject of civil law, and this
status is usually assigned to individuals and legal entities) who have different budgets (the national budget in
comparison with local budgets) and are not responsible for each other’s obligations. The Budget Code also
states that for PPP projects or concession projects at the local level, the monetary obligations of the state
partner are assigned to the local budget of the city or region, and not to the national budget. [5]

According to the Law on PPP of the Republic of Kazakhstan, the provision of land plots in accordance
with the land legislation of the Republic of Kazakhstan is one of the forms of participation of state bodies in
PPP (Article 27). Land plots on the right of temporary gratuitous land use may be provided to citizens of the
Republic of Kazakhstan and legal entities of the Republic of Kazakhstan for the duration of the public-private
partnership agreement, including the concession agreement (Article 36 of the Land Code of the Republic of
Kazakhstan). Also the Land Code it is provided that a private partner for the implementation of PPP projects
or a concessionaire for the implementation of concession projects can receive a land plot without bidding
(tenders, auctions) in relation to the land plot. A similar rule applies to concession agreements and PPP
agreements in the Russian Federation. Such a simplified procedure for the provision of land reduces the time
for the implementation of a PPP project and reduces land risks for investors. When preparing PPP projects
(often in the transport sector), situations may arise when it is necessary to coordinate the issue of redemption,
seizure of land with their owners, which may increase the time for preparing the project and holding a tender
to determine a private partner. Therefore, the State needs to start seizure procedures in advance and ensure
the availability of land plots to the maximum extent possible before the start of competitive procedures. In
general, the provision of land plots for a PPP project is provided by the state, which is responsible for legal
purity and assumes risks (archaeological, the risk of dangerous objects, environmental pollution). At the same
time, the responsibility of the state is limited to the plot of land that is guaranteed to the private partner at the
tender, the receipt of additional plots (if any are necessary for the private partner) is provided by the private
partner at his own risk. Also, the Law on PPP of the Republic of Kazakhstan (RK) defines the granting of the
right to use state property objects as one of the forms of participation of state bodies in PPP. [6]

A PPP is defined as both a currency converter and a spatial price deflator. It comprises two component
ratios:

PPP = price level ratio x currency ratio (or exchange rate)

When converting the GDP ratio in (1) to a common currency using a PPP — that is, by dividing through
by — the resulting GDPPPP ratio has only one component ratio:
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GDPPPP ratio = volume ratio

The GDP ratio in is expressed in a common currency, is valued at a uniform price level, and reflects only
volume differences between the two countries. [7]

The provision of property for the purposes of implementing a PPP agreement or a concession agreement
in other EAEU member states is also, as a rule, determined by the agreement itself and is carried out without
additional competitive procedures. The participation of state bodies in the form of state support measures
is carried out, including through the provision of in-kind grants in accordance with the legislation of the
Republic of Kazakhstan. Land plots, buildings, structures, machinery and equipment, computer equipment,
measuring and regulating devices and devices, vehicles (with the exception of passenger vehicles), production
and household inventory (Article 288 of the Entreprencurial Code) can be transferred as state in-kind grants.
In cases when the PPP object and (or) other property necessary for the implementation of the PPP project,
transferred by the state partner to the private partner under the PPP contract, is subject to transfer to the
private partner’s balance sheet, then it is separated from the private partner’s property and is reflected in a
separate accounting carried out in connection with the fulfillment of obligations under the PPP contract.
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Picture 3- acting legal entities with the participation of the state

It is known that one of the main driving forces of the grain market of the country is price, and price
strategy is the main component of its marketing strategies. Its goal is to ensure that under conditions of
unstable volume of grain production agricultural producers receive sustainable maximum profit, sufficient
for implementation of reproduction process on simple or extended basis, and consumers acquire grain in
necessary volume and appropriate type and variety assortment. Price strategy on the grain market is realized
through such tactical measures as regulation of production costs (establishment of marginal prices for the most
important production resources, compensation of part of production costs), introduction of indicative prices,
state commodity purchases and interventions, collateral operations, regulation of costs of grain storage and
processing. They make it possible to regulate the price situation on the grain market and thereby somewhat
weaken its spontaneous development, since it is often an uncontrolled, unorganized sphere of grain buying
and selling. Thus, by 2019, it was becoming increasingly obvious that the development of PPP requires
significant adjustments and that the current PPP policy and legislation, ensuring exponential growth of PPP
at the regional level, could destroy the state budget of Kazakhstan and seriously undermine the economy. [8]

To solve these problems, in May 2019, the Government of Kazakhstan announced a new PPP policy in
which priority is given to the quality of projects (in contrast to the previous state policy, which unofficially
gave priority to the number of projects). For the new PPP policy, the Ministry of National Economy has
established a categorization of all future PPP projects depending on the required compensation from the state
budget:
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(6817 @ BTVl requiring compensation of all expenditures from the state budget (i.e. the PPP "accessibility
fee" model);
(81750 o RO [SU Rl that require compensation only for operating costs;

(08177 B I [SU il that do not require compensation from the state budget (the "users pay"
model).

Since 2019, the new PPP policy in Kazakhstan gives preference to the category 3 “users pay” model,
rather than projects requiring financial obligations from the state partner (categories 1 and 2).

Conclusion. In order to consolidate this new PPP policy of 2019 in legislation and in accordance with
the recent instructions of the President to restore Kazakhstan’s economic growth and support employment,
the PPP legislation will be amended to improve the effectiveness of projects. In this regard, the Ministry of
National Economy has prepared a bill that, among other things: [9].

- makes it possible to fully reimburse the investment costs of the private partner from the state budget only
if the operation of the PPP facility (social infrastructure where paid services are not provided) does not allow
to recoup the investments of the private partner;

- makes it possible to reimburse the investment costs of a private partner for a PPP project from the state
budget only in equal amounts and within five years;

- introduces an auction for the conclusion of a PPP contract, giving priority to the entrepreneur who
attracts the largest private investments, thereby reducing the burden on the state budget. [10]

It is not yet clear whether the current PPP policy will be successful. However, it is already obvious that
this new PPP policy of 2019 has not been properly developed. Neither the PPP Center nor the government
has offered a clear understanding of what should be considered as high-quality PPP projects, since it seems
that so far the only quality criterion is the absence of requests for financial support from the state partner. As
the coronavirus outbreak spreads around the world, it becomes obvious that many existing PPP projects in
Kazakhstan will face serious problems related to income generation.

At the same time, the need to attract private investment in the healthcare system, agriculture, utilities and
other public infrastructure of Kazakhstan has become even more acute. It’s time to review the existing PPP
policy of 2019. One option is to develop a new national PPP Strategy focused on a more well-designed PPP
infrastructure at the national level with the participation of international financial institutions and foreign
investors in priority sectors of the economy, with fewer small service PPPs at the local level, implemented
without an open tender (fictitious PPPs).
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