TERMS OF REFERENCE
for the Audit of Financial Statements
for the Project “Development of an Automated Information System for Taxpayer Categorization ‘Taxpayer Rating’ and a Digital Taxpayer Profile Module in the Kyrgyz Republic”
for the period: from July 30, 2024 to June 30, 2026

	Project Title:

	Development of an Automated Information System for Taxpayer Categorization “Taxpayer Rating” and a Digital Taxpayer Profile Module in the Kyrgyz Republic (hereinafter referred to as the Project)

	Client:

	State Tax Service under the Cabinet of Ministers of the Kyrgyz Republic

	Source of Audit Financing:

	Funds from the Eurasian Stabilization and Development Fund under the above-mentioned Project, in accordance with the Grant Agreement signed on December 19, 2023 (hereinafter referred to as the Agreement). The Agreement came into effect on July 30, 2024.

	Type of Audit:

	Audit of Expenses and Financial Statements for the Specified Period

	Purpose of the Audit:

	The purpose of the audit is to conduct an independent audit of the Project’s financial statements for the period from July 30, 2024, to June 30, 2026.

	Audit Service Delivery Period:

	Audit Period: from July 30, 2024, to June 30, 2026
Commencement of services no later than April 1, 2026;
Submission of the agreed audit report and management letter no later than June 30, 2026.

	Place of Service Delivery:

	Kyrgyz Republic, Bishkek.

	Scope of Services:

	The Grant amount is USD 1,450.0 thousand, of which USD 1,310.0 thousand is allocated for the procurement of Goods, Works, and Services in accordance with the Project’s Procurement Plan, and the remaining USD 140.0 thousand is for Operational Expenses, as per the terms of the Agreement.
Total expenditures for the audit period from July 30, 2024, to June 30, 2026, are expected to amount to USD 60.7 thousand (Operational Expenses). The distribution of expenses and other indicators by year are presented below:
· Audit of expenses and financial statements for the period from July 30 to December 31, 2024, in the amount of USD 0, as the Grant funds were disbursed at the beginning of 2025.
· Audit of expenses and financial statements for the period from January 1 to December 31, 2025, in the amount of USD 30,556.
Additional details:
· Volume and number of cash transactions – 146 transactions totaling USD 30,556 (Operational Expenses, including salaries of Project Implementation Team (PIT) specialists, purchase of laptops for the PIT, bank fees, contributions to the Social Fund, and other expenses).
· Audit of expenses and financial statements for the period from January 1 to June 30, 2026, in the amount of USD 30,116.
Additional details:
· Expected volume and number of cash transactions – 60 transactions totaling USD 30,116 (Operational Expenses, including salaries of PIT specialists, expenses for the Project’s financial statement audit, contributions to the Social Fund, and other expenses).
· At the time of conducting the audit of financial statements for the specified period, the contract for the “Development and Implementation of the Automated Information System ‘Taxpayer Rating’ and the ‘Taxpayer Profile’ Module,” provided for in the Procurement Plan (STS-CS/QCBS-1), had not been signed.

	Key Audit Requirements:

	The audit must be conducted in accordance with the requirements of the International Standards on Auditing (ISA), issued by the International Federation of Accountants (IFAC). In accordance with the ISAs, the auditor must plan and perform the audit with particular attention to the following:
1) In accordance with ISA 200 “Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on Auditing,” the auditor must comply with ethical requirements, including the requirement of independence, in accordance with the Code of Ethics for Professional Accountants issued by the International Ethics Standards Board for Accountants (IESBA Code).
2) In accordance with ISA 240 “The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements,” the auditor must identify and assess the risks of material misstatement due to fraud at both the financial statement level and the assertion level regarding classes of transactions, account balances, and disclosures, and design and perform audit procedures in response to the assessed risks.
3) In accordance with ISA 250 “Consideration of Laws and Regulations in an Audit of Financial Statements,” the auditor must obtain an understanding of the legal and regulatory framework applicable to the entity’s activities and how the entity complies with these laws and regulations. The auditor must perform audit procedures to identify instances of non-compliance that could have a material effect on the financial statements.
4) In accordance with ISA 260 “Communication with Those Charged with Governance,” the auditor must communicate with those charged with governance on matters related to the financial audit.
5) In accordance with ISA 265 “Communicating Deficiencies in Internal Control to Those Charged with Governance and Management,” the auditor must appropriately inform management and those charged with governance of any deficiencies in the internal control system identified during the audit of the financial statements.
6) In accordance with ISA 330 “The Auditor’s Responses to Assessed Risks,” the auditor must design and implement a system of measures to address the risks of material misstatement assessed at the financial statement level and develop and perform appropriate audit procedures, the nature, timing, and extent of which are based on the assessed risk levels and aimed at mitigating those risks.
7) In accordance with ISA 402 “Audit Considerations Relating to an Entity Using a Service Organization,” when certain activities of the audited entity are performed by an external organization, the auditor must obtain an understanding of the nature and significance of the services provided by the service organization and their impact on the user entity’s internal control system, sufficient to provide an appropriate basis for identifying and assessing risks of material misstatement, and design and perform audit procedures in response to those risks. If necessary, the auditor should obtain information about the control measures in the service organization.
8) In accordance with ISA 580 “Written Representations,” as part of the audit process, the auditor is expected to obtain written confirmations from management and, where appropriate, from those charged with governance.
9) In accordance with the provisions of ISQM 1 “Quality Management for Firms that Perform Audits or Reviews of Financial Statements, or Other Assurance or Related Services Engagements,” the auditor must design, implement, and maintain a system of quality management that provides reasonable assurance that the auditor complies with professional standards and applicable legal and regulatory requirements, and that issued conclusions and reports from the engagement are appropriate in the circumstances.

	Main Responsibilities and Tasks of the Auditor:

	1) Conducting an independent audit, preparing, and providing the Client with an expert opinion on the reasonableness and legality of the use of Grant funds provided under the Grant Agreement from the Eurasian Stabilization and Development Fund dated December 19, 2023 (hereinafter referred to as the Grant Agreement).
2) Reviewing and evaluating all financial statements of the Project for the period under consideration.
3) Verifying compliance with financial limitations set forth in the Financing Agreement.
4) Reviewing and assessing the procedures for preparing financial statements.
5) Verifying the completeness of documentation for all expenditures incurred under the Project.
6) Assessing the conformity of financial statements with the expenditures incurred for the period from July 30, 2024, to June 30, 2026, under executed contracts.
7) Evaluating the accounting system, internal financial controls, and related systems.
8) Verifying the compliance of the Project’s financial statements and accounting methods with the International Public Sector Accounting Standards (IPSAS), the provisions of the Financing Agreement, and the requirements of applicable guidelines, policies, and procedures, and providing a report on such compliance to the Client.
9) Reviewing the implementation of previously provided recommendations.
10) Verifying the reasonableness and legality of transactions in the special accounts No. 1350138030010693 and No. 1350138030010794.
11) Preparing an opinion regarding the management of the special accounts related to the Project. The financial statements of the special accounts include:
· Deposits and funds reimbursed through the Eurasian Stabilization and Development Fund;
· Payments made based on withdrawal requests;
· Interest that may be accrued on account balances;
· Account balances as of the end of the reporting period.
12) Preparing an opinion on compliance with applicable procedures for managing the special accounts, as well as on the balances in these accounts at the end of the period under review.
13) Examining the accuracy of financial transactions conducted during the period under review, the balances of the special accounts at the end of such period, the use of the special accounts in accordance with the Financing Agreement, and the adequacy of internal control systems applied when using this mechanism for fund disbursement.
14) Conducting a sample check of the expenditure statements on which withdrawal requests were based. These expenditures must be carefully analyzed to ensure compliance with the requirements set out in the relevant Financing Agreement. If any ineligible expenditures are identified that were included in withdrawal requests and paid, the auditor must specifically note these instances. The total amount of funds used must be reconciled with the amounts disbursed by the Eurasian Stabilization and Development Fund and match the financial statements.
15) Including in the Audit Report tables or other illustrative forms of calculations that confirm or refute the reasonableness and legitimacy of fund movements.

	Financial Statements Subject to Audit:

	The draft financial documentation must be prepared by the Client and submitted to the auditor, and it should include:
1. Report on sources and use of funds;
2. Report on the use of funds by Project activities;
3. Statement of financial position;
4. Reconciled balance of the Special Accounts;
5. Statements from the Special Accounts;
6. Expenditure statements.

	Reporting:

	At the end of each stage (period), the auditor must provide the following documents:
1. Audit Report;
2. Management Letter, which should include:
1. Deficiencies, weaknesses, comments, and observations regarding accounting and related systems, as well as internal financial controls, identified during the audit;
2. Information on non-compliance with the provisions of the Financing Agreement;
3. Information on expenditures deemed unreasonable or unauthorized;
4. Information on significant issues encountered during the audit that may materially affect the effectiveness of the Project;
5. Any other matters arising during the audit that the auditor considers necessary to bring to the Client’s attention;
6. The Client’s comments on the auditor’s observations included in the draft Management Letter.
If none of the above issues are identified, the auditor shall issue a letter stating that, during the audit, nothing was found that would require the Client’s attention.
Before completing the audit engagement, the auditor must submit draft versions of the Audit Report and Management Letter to the State Tax Service under the Cabinet of Ministers of the Kyrgyz Republic (hereinafter referred to as the STS under the CM of the KR) for discussion. The drafts must be prepared in Russian. After reviewing the report, the STS under the CM of the KR will provide its comments to the auditor, which must be incorporated into the final versions of the above documents.
Once all comments have been addressed, the auditor shall provide the final Audit Report in four copies and the Management Letter in four copies, in Russian, both in print and electronic format, no later than June 30, 2026.

	Requirements for the Auditor and Qualifications of Key Personnel:
The auditor must be authorized to practice in the Kyrgyz Republic and apply the agreed auditing standards. The auditor must have sufficient and qualified personnel with relevant professional experience, including experience in auditing organizations comparable in nature, scale, and complexity.

	№
	Requirements
	Minimum Requirement

	1
	Experience in auditing financial statements in the public sector. Public sector audit experience includes not only auditing government entities but also projects financed by public funds.
	5 years

	2
	Number of completed assignments of a similar nature and scope in auditing the financial statements of projects financed by international financial organizations (hereinafter referred to as IFIs) over the past five years.
	3

	3
	Qualifications of Key Personnel:

	
	Team Leader

	10 years of auditing experience in accordance with international standards, including at least 5 years of experience auditing and implementing programs financed by IFIs, at least 4 years of experience in a managerial position within an auditing firm, and strong proficiency in English.

	
	Auditor 1

	5 years of auditing experience in accordance with international standards, including at least 3 years of experience auditing and implementing programs financed by IFIs, at least 2 years of experience working in an auditing firm, strong knowledge of international accounting standards and tax legislation, and good proficiency in English.

	
	Auditor 2
	5 years of auditing experience in accordance with international standards, including at least 3 years of experience auditing and implementing programs financed by IFIs, at least 2 years of experience in an auditing firm, strong knowledge of international accounting standards and tax legislation, and good command of English.

	Independence:

	The auditor must be impartial and independent of any aspects of management or financial interests in the organization being audited. Specifically, the auditor must not be under the control of the audited organization. During the audit period, the auditor must not be employed by, serve as a director of, or have any financial or close business relationships with the organization. The auditor must not have close personal relationships with any senior management personnel of the organization. The auditor must disclose any matters or relationships that could compromise their independence.



