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1. Introduction

The Board is pleased to report that during 2012 IBC has maintained its position as the
leading and most influential business association in the Kyrgyz Republic. This follows a
period of a continued growth since establishment in 2000. Although 2012 was an extremely
difficult year for Kyrgyzstan, we ar e pl eased to report progr e:
work including membership, financial stability, lobbying and advocacy, and being seen as a
credible and respected partner by the Kyrgyz Government, Parliament, the President6 s
Administration and other state institutions in all matters affecting business. In 2013, IBC will
continue to strive to be the voice of the business community, further strengthening its position
and ability to influence the authorities to ensure a better business environment for the growth
of existing business and for the attraction of new investors, thus promoting the economic
development of the Kyrgyz Repubilic.

Political and social instability in 2012 provided extreme challenges for the Kyrgyz business
community; however, IBC succeeded in establishing good and fruitful cooperation and
partnership with the new government and political leaders. Being absolutely apolitical, IBC
concentrated on pursuing its mission to promote an attractive investment climate and a
conducive business environment.

IBC as a professional organization always focuses on its main mission and has repeatedly
stated its readiness to work with the Government to promote improvements in the investment
climate.

The Management Board of the IBC reports each year on its activities during the past year.

This report covers the period from January 1, 2012 through December 31, 2012, and
includes following sections:

Introduction

Activities within the State Working Groups, Commissions and Councils
Participation in Legislative Processes

Participation in Donor-funded Activities

Corporate Development

IBC Events

IBC Sub-committee Activities

Annexes
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2. Activities within the State Working Groups, Commissions and Councils

As the leading non-commercial organization affecting public policy in the sphere of
development of the economy and entrepreneurship in the Kyrgyz Republic, International
Business Council is a member of and participant in the following platforms aimed at creating
favourable conditions for doing business:

¢ National Council for Sustainable Development of the Kyrgyz Republic (Decree of the
President of the Kyrgyz Republic No. 251 dated 24.11.2012);

e Business Development and Investment Council under the Government of the Kyrgyz
Republic (Ordinance of the Government of the Kyrgyz Republic No. 149 dated
05.08.2010);

¢ Interdepartmental Commission on Reforms of the System of State Regulation of
Entrepreneurship (Ordinance of the Government No. 94 dated 03.03.2011);

e Commission on Civil Monitoring of the Activities of State Agencies in the Sphere of
Property Rights Protection (Order of the Government No. 211-p dated 16.12.2012);

e Commission on Conducting Auctions for Subsoil Use Right (Order of the Prime
Minister of the Kyrgyz Republic No. 511 dated 19.06.2012; became inoperative in
accordance with the Order of the Prime Minister No. 835 dated 31.10.2012);

e Interdepartmental Working Group on Preparation of Recommendations for
Improvement of Investments-related Legislation (Order of the Government No. 585-p
dated 12.12.2012);

e Commission on Securing Evaluation of the State Property under the State Property
Management Fund under the Government of the Kyrgyz Republic;

¢ Interdepartmental Commission on Preparation and Holding of an Auction with the
Purpose of Sale of State Property under the State Property Management Fund under
the Government of the Kyrgyz Republic (Ordinance of the Government of the Kyrgyz
Republic No. 169 dated 26.03.2003);

e Commission on Regulation of Subsoil Use under the State Agency for Geology and
Mineral Resources under the Government of the Kyrgyz Republic (Orders of the Prime
Minister of the Kyrgyz Republic No. 412 dated 28.04.2012 and No. 871 dated
23.11.2012);

e More than 30 Public Supervisory Councils under Ministries and Agencies of the Kyrgyz
Republic;

e EBRD BAS Programme Steering Committee;

e Council for Awarding Prizes of the Kyrgyz Republic on Quality (Order of the
Government of the Kyrgyz Republic No. 67-p dated 02.03.2012);

¢ Interdepartmental Commission on Conducting a Competition for Jerooy Gold Mine
License (Order of the Government of the Kyrgyz Republic No. 3-p dated 12.01.2013);

e Working Group for Conducting Explanatory Work on the Norms of the 1% Package of
Mining Laws to the Local Communities (Order of the Ministry of Economy of the
Kyrgyz Republic No. 281 dated 08.11.2012).

2.1 National Council for Sustainable Development of the Kyrgyz Republic

The first meeting of the Council with participation of the President (Chairman of the Council),
Prime Minister, Speaker of Jogorku Kenesh, leaders of political parties of Jogorku Kenesh of
the Kyrgyz Republic and other representatives of state structures, international and non-
commercial organizations as well as private sector representatives took place on the 7" of
December 2012. The first meeting considered the initiative of the President of the Kyrgyz
Republic T draft National Strategy for Sustainable Economic Development of the Kyrgyz
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Republic in 2013-2017. On a wide range of issues IBC presented its recommendations to the
document. The second meeting of the Council that took place on the 14™ of January 2013
adopted the draft National Strategy for Sustainable Development of the Kyrgyz Republic in
2013-2017. The document was further approved by the Decree of the President No. 11 dated
21.01.2013. IBC Executive Director Aktilek Tungatarov is a member of the Council.

2.2 Business Development and Investments Council under the Government of the

Kyrgyz Republic
IBC is one of the most active members of the Business Development and Investment Council
under the Government of the Kyrgyz Republic (BDIC). In 2012 the BDIC conducted four
meetings under the chairmanship of Prime Minister and First Vice Prime Minister of the
Kyrgyz Republic. The meetings discussed a range of issues including the followings initiated
by IBC:

o Development of a package of laws and regulations with the purpose of reforming the

subsoil use and mining sector;
e Strengthening responsibility for violating property rights;
e Development of tourism sector;

e List of assets imported to the country for production purposes that are not exempt from
VAT;

e Development of mining sector;

e Appeal of the business community to the Government of the Kyrgyz Republic
regardingt he Empl oy e epppemdtteFand;t h | m

e Open Sky project;

e Draft | aw of the Kyrgyz Republic No. 194

Additions to the Tax Code of the Kyrgyz
e Improvement of the legislation in compulsory insurance;
e Unequal treatment of taxpayers regarding VAT claims in mining.

As a result of the meetings of the Council, decisions have been made. IBC is actively taking
part in helping to implement and monitort he | mpl ement at i odecisiorfs.
Below is the summary of the key outcomes that followed the issues raised by IBC in the
meetings of the Council:

e The Ministry of Economy and Antitrust Policy of the Kyrgyz Republic has prepared
draft laws and regulations in the sphere of subsoil use and mining stipulated in the 100
days Action Plan ofthe Pr ogr am of t he Gover nme nS3tabilityf
and Good Li f taking into account recommendations of IBC.

e Necessity of making amendments to the Criminal Code and the Code on
Administrative Liability of the Kyrgyz Republic related to strengthening liability for
violating property rights (raiding) has been discussed.

e Ministry of Culture and Tourism of the Kyrgyz Republic together with IBC has drafted
Mid-term Program (Master Plan) for Tourism Development.

e Ministry of Economy and Antitrust Policy together with the State Customs Service
under the Government of the Kyrgyz Republic and business community considered
IBC recommendations on annulling Paragraphs 2 and 3 of the Article 259 of the Tax
Code. Annulment of these Paragraphs would exempt import into the country by firms
of assets for their own production purposes from VAT payment.

e Insurance Market Development Concept for 2012-2016 has been drafted and the draft
Concept was discussed with all stakeholders. IBC recommendations on improving the
Lawof t he Kyr gy zCorRelgory Insuramce ¢f Oivil Liability of Employers
for Causing Harm to the Lives and Health of Employees in the Discharge of their
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Dut i aed at increasing motivation of enterprises to take part in the system of
compulsory insurance has been considered once again.

¢ Regarding the complaints of taxpayers about lawfulness and relevance of VAT credit
on purchased goods it was recommended to the State Tax Service under the
Government of the Kyrgyz Republic to be governed by the Tax Code of the Kyrgyz
Republic taking into account explanations of the Methodical Council for Coordinating
Fiscal Policy under the Ministry of Economy of the Kyrgyz Republic during tax
inspections and/or making a decision related to any taxpayer complaint.

2.3 Interdepartmental Commission on Reforms of the System of State Regulation of
Entrepreneurship

The IBC Executive Director is a member of the Interdepartmental Commission on Reforms of

the System of State Regulation of Entrepreneurship. The commission, chaired by the Prime
Minister, was created by Decree No. 94 of the Government on the 3™ of March 2011 and is

the successor to the Intergovernmental Commission on Conducting Optimization of the
Legislation of Regulation of Entrepreneurship (created in 2008) with the purpose of reducing
red-tape and increasing the level of economic freedom of businesses. One of the results of

the Commission activities in 2012 is the draft Lawof t he Kyrgyz Republic
Permits i n t he,wighrisgryttee agprevalpiodess i the Government Office at

the moment.

Additionally, a range of licenses and permits have been annulled by the Law of the Kyrgyz
Republic AOn Amendments to Some Laws and Regl
dated 10.10.2012 and the Law of the Kyrgyz Republic i O Amendments and Additions to
Some Laws and Regul ati ons 0171 dathdel1.302012) Vilzese Re p
meetings summarized the results of the work of the Commission in 2009-2010. At the
moment, there are 28 types of activities that are subject to compulsory licensing according to

the Law of the WKiicegsipgtn Republic AO

It should be noted that since the beginning of optimization of rules and regulations regulating
entrepreneurship, no single new type of permit or license has been introduced, which shows
that the public policy aimed at decreasing red-tape is heading in the right direction.

2.4 Interdepartmental Commission on Preparation and Holding of an Auction with the
Purpose of Sale of State Property under the State Property Management Fund
under the Government of the Kyrgyz Republic

The IBC Executive Director is a member of the Interdepartmental Commission on
Preparation and Holding of an Auction with the Purpose of Sale of State Property under the
State Property Management Fund under the Government of the Kyrgyz Republic.

The Interdepartmental Commission was created in 2011 in order to implement the norms of

the Law of the Kyrgyz Republic i On Pri vati zation of State,Pro
Regulations on privatization of state property through public auctions (approved by the
Ordinance of the Government of the Kyrgyz Republic No. 370 dated 13.08.2005).

The main task of the Interdepartmental Commission is to secure publicity and transparency
during the sale of state property. With this purpose the Commission united representatives of
business associations, non-governmental and non-commercial organizations, Accounts
Chamber, State Service for Anti-Economic Crimes under the Government and members of
the Parliament of the Kyrgyz Republic.

During 2012 several auctions have been prepared and held. In particular, BACO OJSC,
Tunguch OJSC, BMZ 0OJSC, Kyrgyzmobilecompany OJSC and other state-owned assets
have been set for an auction.



2.5 Commission on Regulation of Subsoil Use under the State Agency for Geology and
Mineral Resources under the Government of the Kyrgyz Republic

The IBC Executive Director took part in the work of the Commission during the reported
period as its member. The meetings of the Commission consider issues related to subsoll
use licensing in the Kyrgyz Republic.

As a result of the work of the Commission on subsoil use licensing issues, the following
decisions have been made:

e Issue 105 licenses (including 57 for gold, 10 7 for non-metallic minerals, 3 1 for coal, 2
i oil and gas, 851 for water);

e Prolong 92 licenses (including 40 7 for gold, 12 i for metals, 20 T for non-metallic
minerals, 16 i for coal, 27 for oil and gas, 21 for water);

e Conclude 106 license agreements (including 4 7 for gold, 31 for metals, 47 1 for non-
metallic minerals, 21 7 for coal, 16 i for oil and gas, 157 for water);

e Prolong 57 license agreements (including 6 i for gold, 7 i for metals, 21 1 for non-
metallic minerals, 11 7 for coal, 37 for oil and gas, 91 for water);

e Annul 17 licenses (including 2 i for gold, 1 7 for metals, 3 i for non-metallic minerals,
61 forcoal, 271 foroil and gas, 31 for water);

e Suspend works of 43 license-holders (including 9 7 for gold, 2 i for metals, 23 i for
non-metallic minerals, 4 i for coal, 51 for water);

e Transform 7 licenses issued for geological exploration into production licenses
(including 4 1 for gold, 37 for non-metallic minerals);

¢ Restore subsoil use rights of 18 companies (including 101 for gold, 1 i for metals, 11
for non-metallic minerals, 6 7 for coal);

e 37 miscellaneous issues were considered such as changes to coordinates, elimination
of technical errors, reduction of production volumes (including 7 7 for gold, 3 7 for
metals, 11 7 for non-metallic minerals, 97 for coal, 4 7 for oil and gas, 31 for water).

2.6 EBRD Business Advisory Services (BAS) Programme

The IBC Executive Director is a member of the Steering Committee of the EBRD Business
Advisory Services (BAS) Programme. The main role of the Steering Committee is to guide
the project. BAS Programme promotes good management in the micro, small and medium-
sized enterprise (MSME) sector in the EBRD region, by providing direct support to individual
enterprises, helping them to grow their businesses.

BAS Programme in the Kyrgyz Republic is implemented through a functioning management

structure at the local level with the main office in Bishkek and regional offices in Osh and
Karakol cities. Since 2005 BAS Programme has received a total

of

funding. Swi t zerl and is the prifmamandongr ofu428mk

the EBRD Shareholder Special Fund.
The Business Advisory Services Programme provides consultancy services for Kyrgyz

businesses at reasonable prices. The bigger part of the consul t ancy ser vi

covered by the BAS Programme. Size of a subsidy/grant is dependant on several criteria
including region of operation, type of consulting services needed and size of enterprise. By
the end of 2012, BAS has completed 586 projects (112 i in 2012) with a further 47 ongoing,
engaging 52 consultants, 97% of which are local.

3. Participation in the Legislative Process

3.1 Subsoil use Legislation
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Due to the ongoing reform of subsoil use legislation carried out by the Government during
2012, IBC was actively participating in this process by various means, including expressing
the business community (IBC members in particular) opinion on mining issues. These
activities included conducting of different workshops, providing comments to draft legislative
acts, as well as contribution to initiating amendments and additions to existing laws. The
main issues of relevant activity are listed below.

Providing comments to the first package of draft laws on subsoil use
IBC has actively participated in providing comments and recommendations to the first

package of dr aft | aws on subsoi l use (AOnN
Amendments to the Land Code of the Kyrgyz Re
Addendum to the Tax Code of the Kyr gy z Republico, A On Il ntr o

Amendment t o t he Law of t heTaKy rRlayyzmeRe pwh | it
subsequently adopted on June 29 and signed on August 9, 2012. A number of comments
and recommendations were accepted by the relevant state bodies.

Providing comments to the second package of draft laws on subsoil use

IBC has actively participated in providing comments and recommendations to the second
package of draft | aws on subsoil use (AdAGmy Cor
Concessiono, AOn Production Sharing Agreemen
Addenda to the Tax Code of the Kyrgyz Republ
carries out activities on further development of the draft laws in question.

Providing comments to the draft Regulations on subsoil use

From September to November 2012 IBC has actively participated in providing comments and
recommendations to 5 draft Regul ations on s
Licensingbo, AfONL aAnfld oP Imetngs foor Subsoi l Use Pu
Conditions of Conducting a Tender on Subsoil
Conducting an Auction on Subsoil Use Rightso,
the Paymentfor Wit hhol ding the License on Subsoil Us e
of IBC were accepted by the Ministry of Economy and were fixed in the Regulations
approved by the Ordinance of the Government of the Kyrgyz Republic dated December 14,
2012 N 834.

| B € tesponse to the possible introduction of customs duties on the export of ores
and concentrates of precious metals

On December 28, 2012, IBC addressed a letter with comments and recommendations
regarding the draft Par |l i ame tesd Exgort OustdmsrDatiesc e
on the Goods Exported from the Territory of
the export customs duties on ores and concentrates of precious metals classifiable by the

2616 FEACN code. Furthermore, on December 4, 2012, representatives of IBC delivered an
address on this issue at the session of the Parliamentary Committee for Fuel and Energy
Compl ex and Subsoi l Use. As a result, the Con
and recommended to report out the draft Ordinance (recommitment).

On December 25, 2012, IBC held a press-conference on this issue, explaining about the
possible negative impact of adopting the Act in question.

3.2 Other comments and recommendations to draft legislative acts

Besides the aforementioned ones, IBC has been actively participating in discussions and
providing comments to the following draft legislative acts of the Kyrgyz Republic:



e Draft Law AOn I ntroducing AddendunfnBankst he

and Banking activityin 't he Kyrgyz Republicdo that sti

types of banking operations and transactions with off-shore zones;

P

e Draft new version of the Law AOn Free Ecor
Introducing Amendments to the Tax Codeof t he Kyrgyz Republ i co;

e Dr aft Constitutional Law AOn Administratiyv

e Draft Law AOn I ntroducing Addenda and Amer
of the Kyrgyz Republico st i puoeduetwitnrggaratoo | i t

subject of the pledge in case this property is a single accommodation belonging to a
natural person.

e Draft Law AOn I ntroducing Amendments and

/

of the Kyrgyz Republ i co aoérropdoh effarts anel brimging c e me

the Kyrgyz legislation in compliance with UN Convention against Corruption;

e Draft Law AOn Anticorruption Enforcement o;

e Draft Law AOn I ntroducing Amendments and

/

the Kyrgyz RepBbatuosin®Oh dbhdges of the Kyrg

4. IBC Projects

In addition to the main operational and institutional activities, IBC has always been involved
in the implementation of projects with the support of international development or donor
organizations. Below is an overview of projects that were/are fully or partially implemented by
IBC.

AStrengthening Business I ntermediary Organi za
I n

Devel opment
budget 154,770 EUR

The main European project counterpart of the IBC is the European Center for Eco and Agro
Tourism (ECEAT) with headquarters in Amsterdam. The local project partners are the Kyrgyz
Association of Tour Operators (KATO) and the Kyrgyz Community Based Tourism
Association (KCBTA). The project duration is 2011 i 2012.

Main results:
e Establishment o f the Public Fund ATour.
Ky r gy z sThea organization unites nine main tourism business intermediary

organizations in Kyrgyzstan from three oblasts. This body is the umbrella association
that serves as a platform that supports the identification of priority issues in the
respective economic sphere and thus facilitates a smoother and productive public
private dialogue.

e Activities on destination marketing: IBC worked closely with the Interdepartmental
Commission on Tourism, Ministry of Economy and V2
Ministry of Culture and Tourism in order to develop the
official tourism logo and slogan. To this end by the decree ‘\%%%7
of the Ministry of Economy a commission consisting of
representatives of respective state agencies, NGO and jaaggzs'ran
business associations voted on a logo and a slogan S0 much to discover!
among more than 90 logos submitted in the course of two competitions. The project
team facilitated and financed the given activity. Moreover, an official tourism website
was created and passed on to the Ministry of Culture and Tourism. The approved logo
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and slogan and the official website were further passed on to the Ministry of Culture

and Tourism and t he Nati onal Publ i c Fund ATour i

Board of Kyrgyzstan

o Central Asian Tourism Association (CATA) is a non-profit-making association, the
main goal of which is to provide research into legal, economic or technical
matters in relation to travel and tourism, and more particularly those that are
likely to provide a better service to the consumer. CATA was established in March
2012, as a result of numerous meetings held in the frame of the given project.

Baseline Assessment and Qualification Needs Assessment /GIZ MRD/ 13,900 EUR /

From October to December 2012, IBC conducted a sectoral overview of the Mining Sector in
Kyrgyzstan that provided the starting point for program planning, covering the thematic range
of all programme components for GIZ Mineral Resources for Development (MRD)
Programme, Central Asia. The objective of the programme is: the general conditions for
developing a modern mining sector as driver of sustainable development are improved in
Kyrgyzstan. The programme operates at the macro, meso and micro levels.

The sectoral overview conducted by IBC will serve as baseline assessment (BA), delivering
information on the current situation of the MRD programme indicator that will be used for
monitoring and evaluation during the course of programme implementation. There will also
be a qualification needs assessment that will describe the existing capacities of sector
stakeholders, and identify shortcomings and priorities for capacity development.

Mining Sector Work Plan Development / USAID REFORMA Project / 15,000 USD /

IBC served as a Work Plan Advisor, and in such role conducted the following tasks, in
conjunction with REFORMA staff:

e Brainstorm with REFORMA staff to further define, expand upon, or eliminate the set of
activities to be included in the work plan

e Vet the viability of proposed activities through informal interviews and discussions with
the range of stakeholders represented by the mining sector, including key national
Government organizations, Parliamentarians, regional authorities, business
associations, private mining companies, law firms, and NGOs.

e Consider the planned activities of other international donors, business associations,
and Government entities, and identify complementary activities that avoid duplicative
efforts.

e Refine, expand, or eliminate proposed activities based on these interviews and
discussions and develop the approach, time line and approximate cost of delivering
these activities.

A broad and strategic Work Plan was formulated that reflects the key activities that the
REFORMA Project will pursue during the course of the project. Following the development of
REFORMAOGs Wor k Pl an for Mi ning Sector As
tender to recruit a consortium of local organizations and professionals for the creation of a
Medium-and Long-Term Development Strategy for the Mineral Resources Sector.

With more than 170,000 visitors,
among these 113,000 trade visitors,
and 11,000 represented companies

07.03.2012: Press Conference at ITB from 180 countries ITB Berlin is the
leading B2B-Platform of all tourism

IBC funded the visit of Mr. Ibragim Djunusov, Minister of | . .

. . ) industry off er s . I'n addit
Culture and Tourism, to ITB and organization of a press | jargest tourism convention ITB Berlin
conference during the fair. At the event Mr. lbragim | Conventionprovides unique

. . . ; ; opportunities to benefit from the
Djunusov unveiled tourism promotional materials leading think tank of the global tourism

industry. All levels of the value added

IBC Projects events:

booking engines, destinations, airlines,
and hotels right through to car rental
companies. http://www.itb-berlin.de/

chain are present: Tour operators, 9
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highlighting the countryds wuniqgue natur al an
website www.visitkyrgyzstan.kg a n d destination |l eafl et to pr
products were presented at the event. In addition, an overview was given of the tourist
attractions of Kyrgyzstan as well as latest updates about visa procedures.

The destination leaflet as well as the website were published under the responsibility of the

newly established public-cpr i vate HAKyrgyz Tourism Promoti on
sector works together with the Ministry of Culture and Tourism. Technical support was
provided by the Kyrgyz International Business Council (IBC) and financial support was
provided by the European Commission (Central Asia Invest Program).

12-14.03.2012: European Study Tour to Tourism Associations in Germany

Following the ITB the leaders of tourism business associations participated in a 3-day study
tour visiting destination marketing associations such as Tourismus Marketing Uckermark-
Prenzlau and the Austrian National Tourism Office. In addition, tourism educational
institutions were visited, as well as the Brodowin Eco-vi | | age, M¢eritz Nat
German tour operator association ASR (German Association of Independent Travel
Organizations) and DRV (the German Travel Association).

The exchange visits in Europe were conducted in the framework of the Central Asia Invest
Program Il to give the tourism business association representatives insight into the roles and
responsibilities (including lobbying and marketing) and functioning of a tour operator
association in Europe. The exchange visit provided the participants with information on the
needs of European Tour Operators, as an important objective of the study tour was to
establish long term and formal relations with European business intermediary organizations.

07.12.2012 The First Central Asian Tourism Co
Coll aborative Development of the Tourism Sect
CATC 2012 is organized within the framework of a 2011-2012 project funded under the
Central Asia program of the European Union to improve cooperation among Central Asian
Tourism Business Intermediary Organizations and to implement a coordinated approach
between national governments and the private sector to market Central Asia on the
international tourism market.

CATC 2012 was held on December 6th-7th 2012. The event was hosted by the Kyrgyz
Ministry of Culture and Tourism, the Central Asian Tourism Association (CATA) and the
International Business Council (IBC). CATC 2012 was held in collaboration with the World
Tourism Organization (UNWTO), a specialized Agency of the United Nations. A large part of
CATC 2012 was devoted to examining the tourism sector of the Kyrgyz Republic as a case
study. The issues addressed included aspects of destination marketing, the role of the
government and the issues related to the human resources in tourism.

5. Corporate Development

5.1 IBC Members

Despite some increase in the inflation rate, membership fees had not been raised since
2006. In this regard, the current situation has forced the IBC Board to raise fees. However,
given the difficult situation with the state of the business environment in the country, the
members of the Board decided to increase the membership fees by only 10 % (Board
Meeting Minutes ~ 117 fr oml8,J2@18)ula acgordance with Item 5 of Paragraph
12.2 of the Charter of the Association of Legal Entities "International Business Council”, the
IBC Board is required to define an annual membership rate.

By the end of 2012, IBC united 134 members, including 77 are Corporate, 44 i Associate,
and 137 Honorary Members. You can find the list of IBC members in Annex 3.
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In 2012 19 new members joined IBC:

Kazakhmys Gold Kyrgyzstan LLC i Category A

East Star Capital LL T Category C

Vertex Gold Company LLi Category C

Olympic Star LL i Category D

Colibri Law Firm LLC 1 Category D

Creative Team Event Agency LLC i Category D

Joldoshev and Partners LLC i Category D

KAB Group International LLC i Category D

ARTE Law Firm LLC 1 Category D

10. Community International Consulting LLC i Category D

11. OSCE Centre in Bishkek i Associate Member

12. USAIDA REF ORMA 0 T Rssaciate Member

13. Gold Federation i Associate Member

14. Kelechek Education Endowment Fund - Associate Member
15. Plato University of Management and Design i Associate Member
16. Red Crescent Society in Kyrgyzstan i Associate Member
17. NTS LLC i Associate Member

18. Association of Young Entrepreneurs 1 Associate Member
19. Kyrgyz-Russian Economic Council i Associate Member

CoNoO~wWNE

5.2 Al nvest ment Nowod | BC Magazine

Lastyearthel BC magazine fAlnvestment NowoOo was i ssue
entrepreneurship recovery and development in the South of Kyrgyzstan. It was prepared with
the financial support of OSCE Centre in Bishkek.

The issue contains interviews with entrepreneurs in the South. Articles cover small and
medium business recovery, searching for effective methods to increase production to the
level which existed prior to the crisis.

IBC hoped that issue of 2012 would draw the attention of local and foreign investors to
opportunities in the South of Kyrgyzstan, and government officials to the problems of
entrepreneurship there.

Thefi rst i ssue of Al nvest ment NowO magazine wa
languages.

5.3 IBC Investment Survey

The format of the traditional investment survey has not changed since June 2004. It is an
important tool for analysis of the business environment in Kyrgyzstan. The IBC Board thanks
everyone who participated in the surveys and calls for more active involvement in the
foll owing events of t hat kind. The results
magazine and on IBC website.

5.4 Website

The website ww.ibc.kg contains information about Kyrgyzstan legislation (including draft

laws), analytical articles, and experts6 opinions. | BC pr oc
include quarterly investment surveys, news|l et

and weekly news digests. Moreover, there are recent updates on the latest events in the
business sector and information about IBC members and partners. The website provides
necessary information about some business-conferences and events in Kyrgyzstan and
neighboring countries. IBC Members actively participate in the i Anal yti cso an
Opi ni on . Al publicatiomsare in Russian and English, updated on a regular basis

and available for the general public. Next year we plan to renew and improve the website.

5.5 IBC Weekly News Digest
11



In October 2008 IBC started issuing a weekly news digest about past IBC events and activity
and announcement of future events. The digest is distributed via email to all IBC members. It
is a brief report and review of IBC activities with description of the most important events of
the upcoming week. IBC Members can request more detailed information on what has been
published in the digest. IBC considers the weekly digest as a good tool to cover IBC
initiatives, achievements, and upcoming events.

56iLaw and Realityo Bulletin

ALaw and PRdeih has ypeen released by IBC since 2000 in order to inform
entrepreneurs about latest legislative initiatives in the Kyrgyz Repubilic.

2012 was a year marked by high activity of legislators to initiate draft laws that affect the
business environment. IBC makes all efforts to provide its members with information about
forthcoming changes in laws in advance.

| n 2012 |l BC issued 1 2bulld¢iihsa BC Members Rvere hotified/ of e
forthcoming changes t o t he Laws i On Subsoi
enterpr i ses o0; A On |l icensing and permits syst em
goods taken out of the territortyaxofpatyhmenKsgrt
regul ating obligatory insurance of ci viribus | i a
Act i;Onhy&oreign Gratuitous Assjasdnmmyotherst o t he
Moreover, IBC members were notified in advance about initiated amendments and additions

to the Labour Code and Land Code.

Moreover, IBC members were informed abou t |l egi sl atorso iPloanm®yon ¢
AKa$@auodo Mar kets Development Programme; on all
for further audit of the Kumtor Operating Company CJSC; on approval of the Agreements
between the Kyrgyz Republic and the Russian Federation on construction and operation of

the Naryn cascade of hydroelectric power plants (HPPs) and Kambar-Ata 1 HPP.

In September 2012 the format of e-bulletin was changed. Two supplementary sections were
added i Al nt er esti ng €énfocamemn, Ineemalionah &nd national pr ecedent .
Draft laws and law initiatives are regularly published on the website www.ibc.kg.

5.7 Office

IBC is located in offices 113-114 in fHyatt Regency Bishkekd h ¢191eAbdyrakhmanova
Street, Bishkek).

6. IBC Events

6.1 Open Meetings:

AShould responsibility for property rights vi
On February 17, 2012, IBC with the support of GIZ held an open meeting tit
responsibility for property rights violationbe stren gt hened i n Kyrgyzstan?o

rights protection issues, including the possibility of introducing additional sanctions for its
violation. Vice Prime Minister Joomart Otorbayev, Members of Parliament, Government
officials, representatives of the business sector and international organizations participated in
the open meeting.

fnLegal aspects that constrain the devel opment

On June 12, 2012, IBC held an open meeting to discuss Paragraph 132 of the Regulation on
the Procedure for Licensing and Subsoil Use Rights in Kyrgyzstan. It obliged mining
companies to gratuitously transfer a 20 % share in ore deposits they developed, estimated at
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more than $50 million. The Government agreed on suggestions of mining investors and on
June 18, 2012, this paragraph was revoked.

Prime Minister Omurbek Babanov, Members of Parliament, Government officials,
representatives of the Ministry of Economy, Geology and Mineral Resources State Agency,
international organizations, and the business sector participated in the open meeting.

AiWays of achieving stability in credit mar

On November 9, 2012, IBC held an open meeting to discuss draft laws initiated by members
of parliament in response to protests of borrowers of microfinance organizations, and other
issues of the finance and credit sector of Kyrgyzstan.

Representatives of commercial banks, microcredit companies, government bodies,
international organizations, civil society, Members of the Parliament and independent experts
participated in the open meeting.

6.2 Other IBC Events

Golf Tournament

On May 12 IBC held its fourth golf tournament in the Maple Leaf golf course. The event
brought together IBC members and partners, representatives of state agencies and
international organizations.

The tournament is more than a pleasing encounter, it serves as a linking bridge reinforcing
good friendship among colleagues and participants from the private and public sectors. Such
informal events give participants a chance to get to know each other better and enlarge their
business connections.

Gala Event

OnDecember 14, 2012, | BC held a thematic 0
to raise their awareness about corporate social responsibility (CSR) in environmental
protection. 12 companies were awarded with Certificates of Appreciation and prizes for their
achievements in CSR in environmental protection.

The Gala Event was informal, giving to guests an opportunity to have a good time and
network.

6.3 Events with participation of IBC

IBC representatives participated in various events organized by state bodies, international,
commercial, non-profit and other organizations. The information was forwarded to all IBC
members on a regular basis via weekly digests and calendar on the website. Below are some
of them:

e Kyrgyz-Turkish Investment Forum

On March 19, 2012, IBC representatives participated in Kyrgyz-Turkish Investment Forum
with Prime Minister Omurbek Babanov and Rizanur Meral, President of Confederation of
Businessmen and Industrialists of Turkey (TUSKON). As a result of the forum bilateral
memorandums of cooperation were signed between two countries.

e Bishkek Leasing Forum

On June 29, 2012, IBC Executive Director Aktilek Tungatarov participated in first Bishkek
Leasing Forum initiated by Union of Banks of Kyrgyzstan and Ministry of Economy. The goal
of the forum was to introduce opportunities of Kyrgyz leasing market to entrepreneurs,
foreign investors, and international financial institutions, and draw more financial resources
for market development.
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Among participants of the forum were Head
of the National Bank, Head of European Union Delegation, Head of Development
Department of Islamic Corporation for the Development of the Private Sector, heads of
financial organizations, businessmen of Kyrgyzstan, Central Asia and CIS.

e Berlin forum on legal system in transition economies

On April 3-4, 2012, IBC Senior Lawyer Gulnara Akhmatova patrticipated in the forum titled
ALaw matter s: i mproving the | egal system i
3-4, 2012 in Berlin (Germany). Within the framework of the forum section dedicated to the
guarantee of property rights Ms. Akhmatova made a presentation on Property Rights and
Their Significance for the Private Sector in Kyrgyzstan.

e Kyrgyzi Kazakh Business Forum

On April 4, 2012, IBC attended the Kyrgyz-Kazakh Business Forum organized by the Kyrgyz
Chamber of Commerce and Industry and the KAZNEX INVEST National Export and
Investment Agency under the Ministry of Industry and New Technologies of the Republic of
Kazakhstan at the initiative of Kazakh export-oriented businesses. Kyrgyz and Kazakh
businessmen were given an opportunity to establish direct contacts with potential partners
and present their products. Kazakh Dbusinessmen discussed
representatives the issues related to the import of products to Kyrgyzstan, export contracts
and opening up of representative offices.

e Symposium and Consultations on Export Development Strategy

On September 25-26, 2012, IBC Government Relations Officer Askar Sydykov participated in
the Second Symposium and Second Consultations meeting on Mid-term Export Development
Strategy of the Kyrgyz Republic. Representatives of private and government sectors, trade
support institutions and international organizations agreed upon priority sectors with export
potential such as tourism, fruit and vegetable industry, textile and garment sector, and food
industry.

e International intellectual student game

On January 21, 2012, IBC was the member of the judging panel at the international
intellectual student game organized by the student scientific community of the Institute of
Integration of International Educational Programs. The purpose of the game was to expand
and find practical application for knowledge in the sphere Economics and Business.
Participants included students of the Kyrgyz-Russian Slavic University, American University
in Central Asia, Institute of Integration of International Educational Programs and Plato
University of Management and Design.

e Study tour to Germany

On October 23-27, 2012, IBC Executive Director Aktilek Tungatarov participated in the study
tour to Germany in the framework of GIZ Mineral Resources for Development Programme.
The study tour aimed at establishing and strengthening the regional network and exchange of
experience between Kazakhstan, Kyrgyzstan and Tajikistan, as well as with German mining
industries.

¢ Round table to discuss charity activities

On December 7, 2012, Red Crescent Society of Kyrgyzstan (RCSK) in collaboration with the
Ministry of Social Development organized a round table to discuss charity activities. The
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event formed a discussion platform on improvement of charity activities rendered by the
business sector in the country.

e Chamber of Commerce and Trade of the Kyrgyz Republic Committee on support
and development of small and medium-size enterprises

In 2012 the Chamber of Commerce and Trade of the Kyrgyz Republic established a
Committee on support and development of small and medium-size business. IBC has
participated in its work from the beginning. 15 business associations of Kyrgyzstan are the
members of the Committee.

During the year the Committee examined existing legislation on state support for small and
medium business. Committee members collaborated in preparing RIA on the draft laws
aimed at regulation of small and medium business.

In 2012 they held dozens of round table and meetings to improve entrepreneurial
environment in Kyrgyzstan. The Committee gained new partners such as Ministry of

Economy, USAI D REFORMA Project, and AmChamos

7. IBC Committees

7.1 Mineral Resources Committee
In 2012 the IBC Mineral Resources Committee (MRC) was actively involved in the process of

devel oping the draft Laws of the Kyrgyz Repub
nv e

t o t he Law of t he Kyrgyz Republic i On I

amendments and addendatot he Law of the Kyrgyz Republic

Code of the Kyrgyz Republic regarding the possibility of pledging the agricultural lands and
other laws regulating mining activity in the country. Furthermore, along with monthly
meetings, MRC has initiated and conducted a number of meetings with representatives of the
Presi dent thes Go@fnimants and Parliament and has actively participated in the
activity of the Business Development and Investments Council under the Government of the
Kyrgyz Republic.

The following activities have been carried out within the framework of MRC.:

e OnJune 12,2012, BC hel d an Open Meeting titled
Mining Sector Development in Kyrgyzst ano wi th the support of
themain i ssues for the Agenda was paragraph
of Licensing and Regulation of Subsoi |l Us
companies intending to develop mines with mineral resources evaluated over 50 M
USD t o ihea sawadmpdnygwith a non-reciprocal transfer of 20% of its shares
and more to the statebo.

e On October 11, 2012, BC conducted a press caf® title

Environment: Myt hs and Realityo. Particip
related with the perception by Kyrgyz society of mining threats to ecology.
Irina Orlova and Alexander Solovyanov, famous scientists and Russian Environmental
Authority experts, presented the results of their research on evaluation of the impact of
anthropogenic factors on society and environment, in the case of one of the Kyrgyz
mines. Representatives of the business community, NGOs and state bodies attended
the discussions.

e On December 25, 2012, IBC conducted a press-conference regarding the possible
introduction of export customs duties on ores and concentrates of precious metals.

IBC representatives expressed their concern with regard to possible adoption of the
relevant | egislative act and drew the soci

law, as well as to negative consequences that may arise if the Act is adopted.
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IBC open letter

Due to failure of the auction on granting subsoil use rights for 12 mines on August 28,
2012, and taking into account numerous unlawful acts taken towards mining
companies during 2011-2012, IBC addressed an open letter to the Government of the
Kyrgyz Republic on September 17, 2012, asking for the immediate taking of
appropriate steps. A number of other relevant associations signed the letter as well. As
a result, the State Agency for Geology and Mineral Resources under the Government
has suggested certain steps to be taken for resolving the issues raised.

Development o f the Ministry of I nterioros i nit
companies

On September 25, 2012, IBC participated in the extended session of the Ministry of
Economy on mining issues chaired by Kyrgyz Prime Minister Jantoro Satybaldiev.

In compliance with recommendations provided at the session, the Ministry of Economy
conducted several meetings with IBC, the Ministry of Interior and other interested
partiesdrepresentatives in order to resolve issues arising between mining companies
and local communities. The Ministry of Interior suggested taking certain measures
aimed at resolving these issues by means of sending task forces to problematic
districts in order to prevent, detect, and control unlawful actions precluding the activity
of mining companies if the appropriate financial support is provided by these
companies.

IBC organized discussions of the above-mentioned initiative through conducting a
number of meetings with the mining companies of Chatkal and Ala-Buka districts of
Jalal-Abad Oblast. However, at this stage the issue of legality of financing the activity

of Ministry of Interior officers by commercial enterprises arose. In order to clear it up,

IBC resorted to the Ministry of Economy which explained the impossibility of providing
paid services by the Ministry of I nterior
activity in this regard was suspended.

Furthermore, the following legislative activity has been carried out within the
framework of MRC:

Providing comments and recommendations to the first and second packages of draft

| aws on subsoil use (AON Submdmdndmentsitcime | nt
Land Code of the Kyrgyz Republico, noOn | nt
the Tax Code of the Kyrgyz Republico, A On
the Law of the KyrgVax RREpwymémtcs dhi,OnA ONm nCon
Kyrgyz Republico, AOn Mining Concessiono,
I ntroduction of Amendments and Addenda to
Providing comments to the draft Regul ati on
UselLicensi ngo, fAOn All ot ment of Land Plots fo
and Conditions of Conducting a Tender on
Conditions of Conducting an Auction on S
Payment and Calculation of the Payment for Withholding the License on Subsoil Use
Rightso);

Requesting an explanation of the order of Rehabilitation Fund generation in
compliance with the new version of the Law

Addressing to the state bodies on the issue of prolongation of exploration and
development licenses at the Business Development and Investments Council
meetings;

Developmentof t he draft Law AOn I ntroducing Ame
Code of the Kyrgyz Republ i co set ofdand @aisi n g
allotment for mining infrastructure purposes;
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e Working out recommendations for improvement of the investments legislation and
further submission thereof to the Working Group established by the Ordinance of the
Government of the Kyrgyz Republic N 585-tcdated December 12, 2012.

At the initiative of the MRC members, the following letters have been addressed to the
Parliament and the Ministry of Economy, on:

e Explanation of the order of Rehabilitation Fund generation in compliance with the new
versionofthe Law AOn Subsoil 0;

e Explanation of the order of calculation and payment of the Revenue Tax on gold
mining companies;
e Issue of imposition of insurance payments to the district coefficient and rated increase

paid to employees living and working in high-altitude conditions and hard-to-reach
areas on a rotational basis;

¢ Right to VAT credit paid for goods by the companies carrying out activities on  gold
and other metals exploration based on the subsoil use license.

7.2 Committee on Sustainable Development and Corporate Social Responsibility

In 2012 the Corporate Social Responsibility (CSR) Committee was reorganized as the
Committee on Sustainable Development and CSR. Its main purpose is to improve and
strengthen the commercial sector image as an active participant of the sustainable
development processes in the country. A noteworthy fact is that the Committee was the only
Kyrgyz business community representative in preparation for the Rio+20 UN Conference on
Sustainable Development and was included into the working group representing our country
at the national and international levels.

Within the framework of the Committee, its members participated in several meetings outside
the country and conducted a number of other workshops including:

e Participation of the Committee representative in Astana, Kazakhstan at the session of
the Interstate Commission for Sustainable Development (ICSD) of Central Asian
Republics (CARs). The issues of implementation of the Central Asian Countries
Initiative for Land Management and proposals on its status, ICSD Public Council and
the CARs Youth Ecological Network Activity Reports and the issues of preparation to
the UN Conference on Sustainable Development, have been reviewed at the session;

e Participation of the Committee Deputy Chairperson at the UN Conference on
Sustainabl e Development in Rio de J-Briveel r o
Partnership for the Promotion of Green Eco

e Conducting the ecol ogical presdts of thecparficpatiann  d |
by representatives of the Kyrgyz Republic at the UN Conference on Sustainable
Development and presentation of the Central Asian Youth Scientific Water Centre
Project (July 2012);

e Conducting the Partnership-2012 National Competition for the best media coverage of
sustainable development issues in Kyrgyzstan;
e Conducting the KG Street Fest;

e Conducting the Urban Advert Fest competition among project teams on the promaotion
of environment protection;

e Conducting the charity New YearConcert titled fABecause | c
of Dj Igor Project (Ministry of Sound, United Kingdom) and Kyrgyz talents.

Moreover, the Committee has certain plans for further activities, including establishing
technical resource centers in Bishkek and Osh for development of capacity of youth in the
technical sphere and promotion of green technologies and innovations in Kyrgyzstan.
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7.3 Human Resources Committee

In January 2012 IBC at the initiative of its members established the Human Resources
Committee (HRC). The first meeting of the Committee was held on January 31, 2012, where
its basic activity areas were emphasized as follows:

1) Co-operation with educational sector;

2) Affecting the process of reforming the labour legislation;

3) Assisting the standardization and certification of HR-specialists;
4) Establishing a platform for discussion of the main HR-issues.

Within the frame of co-operation with the educational sector, the Committee conducted a
number of meetings on professional internships for students, educational loans, career
centers in higher educational institutions and educational programmes for the preparation of
HR-specialists. The second Committee meeting was held with the participation of Asian
Development Bank representatives, where participants discussed the co-operation
opportunities between companies and technical educational institutions.

From the moment of its creation, the Committee has actively participated in development of
recommendations to the draft new version of the Labour Code of the Kyrgyz Republic. The
activity on labour legislation has gone beyond the framework of Committee and was
transformed into co-operation with a number of business associations. Later on, a working
group on development of relevant recommendations was formed in April 2012 with the
participation of several HRC members. As a result, working group members collected
suggestions on introducing amendments and addenda to 37 articles of the Labour Code.

The Committee has also raised concern over professional standardization and certification of
HR-specialists. HRC members have conducted negotiations with international companies
involved in this process and relevant results were later discussed with HR-specialists.

Within the framework of HRC, the following workshops have been conducted:
e Workshop on staff management and ef f-ecti
departments;
e HR business breakfaetrviicel edfeékcsiye?o; HR
e Roundtable titl ed {in@nagementain thelFmanciad Sectay bf théel R
Kyrgyz Republico;
e Salaries market research (conducted by El Group Consulting Company);

e Discussion of the dr af't Law AOn I ntroduct.
Kyrgyz Republic.

7.4 Microfinance Committee

In 2012 IBC established the Microfinance Committee where its members have the
opportunity to discuss the problems of this sector and needs for introducing amendments to
the microfinance legislation.

The following activities have been conducted within the framework of the Committee:

e On November 9, 2012, IBC conducted an Open Meeting with the support of the
Commi ttee me mber s titled AHow to Achi eve
Kyrgyzstano. Representatives of commer ci al
bodies, international organizations, civil society and independent experts discussed
issues related to interaction of creditors and borrowers, as well as the legislative
initiatives aimed at regulation of the microfinance institutions activity;

e Discussion of the Microfinance Development Strategy for 2011-2015 implementation
issues;

e Discussion of the draft Law AOn I ntroducin
the Kyrgyz Republic AOn Microfinance Organ
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7.5 Committee on Taxes, Customs and Social Fund

In 2012 IBC resumed the activity of its Committee on Taxes, Customs and Social Fund. The
President of the Kyrgyz Republic has formed a working group on elaboration of the draft new
version of the Tax Code, including the Committee representatives thereto.

The Commi ttee me mber s wer e actively i nvol ve
|l ntroducing Amendments and Addenda to Certai.
that was later signed on October 6, 2012 N 169. It further created the issue of the order of
application of Article 223 (paragraphs 1 and 2) of the Tax Code. Therefore, the Committee
members have prepared and sent relevant letters to the Parliament and the Methodological
Council for Co-ordination of Fiscal Policy under the Ministry of Economy of the Kyrgyz
Republic.

Furthermore, the Committee members have been actively participating in the discussions of
the draft legislative acts on subsoil use.

Moreover, the following committees are carrying out their activities within IBC:
e The Investments Committee
e The Industry, Export and Deregulation Committee
e The Committee on Finances
e The Information and Communication Technologies Committee

8. Annexes
1. The IBC Revision Commission Report for 2012

2. The IBC Accounting Balance Sheet and Cash Flow Report for 2012
3. List of IBC members as of the end of 2012
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