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BISHKEK (TCA) — The Russian-Kyrgyz Development Fund (RKDF) created on Russia’s initiative to reduce the negative impact on the Kyrgyz economy by the entry of Kyrgyzstan to the Russian-led Eurasian Economic Union (EEU) has an authorized capital of $500 million. The Fund, primarily financed by the Russian federal budget, so far has a paid up capital of $250 million that has been contributed by Russia in the amount of $100 million on 1 July 2015, $50 million in June 2015, and $100 million in December 2014. The Fund has completed all the legal procedures of registration in Kyrgyzstan and according to the agreed schedule the balance of the remaining $250 million will be transferred in 2016, with the money to be spent on the implementation of economic projects in Kyrgyzstan.

Within two years, it is expected that total available funds for investment will reach $1 billion. Half of this amount will be the share capital, and the second part - borrowed funds. The Fund’s minimum amount of credit will be $3 million, and the recipients of the money must provide adequate collateral to guarantee the loan amount.

The official signing of the agreement between the Government of Kyrgyzstan and the Russian-Kyrgyz Development Fund (RKDF) took place on June 6 in Bishkek and was signed by Deputy Finance Minister of Kyrgyzstan Mirlan Baigonchokov and RKDF Board Chairperson Nursulu Akhmetova. The agreement aims to regulate the Fund’s activity in Kyrgyzstan providing favorable conditions for its activity. Special consideration has been given to the legal status and legal capacity of the Fund including several immunities and privileges to allow an effective operation. The RKDF is now an international organization with appropriate legal capacity and the right to conclude international treaties within its competence.

The corporate governance structure of RKDF is based on a Council as the supreme body, providing strategic management of its activities and consisting of two representatives from Kyrgyzstan and three from Russia, appointed by the governments. The Council is headed by the Chairman, appointed by the Russian side, Sergey Storchak, Deputy Finance Minister of Russia. The Kyrgyz side is represented by Economy Minister Oleg Pankratov and Finance Minister Adylbek Kasymaliev. The Executive Body is the Management Board made up of five members and includes three representatives from Kyrgyzstan and two from Russia. 

The Development Fund will lend directly for self-sustainable and economically sound projects in priority sectors of the Kyrgyz economy by providing loans, participating in equity and using other financial instruments. For its financial stability, RKDF should provide loans to Kyrgyz export oriented companies with a good repayment capability and adequate collateral. 

According to Oleg Pankratov, over 50 projects submitted to the Fund are now being studied by experts. He also commented that  the information that small and medium businesses cannot apply for credits of the Fund is not entirely accurate. Although the Fund is focused on the promotion and revival of the industrial potential of the country, with priority toward export-oriented industries, special loan products will be developed for SMEs. Commercial banks will be selected, through which preferential loans will be granted.

The Russian-Kyrgyz Development Fund as an International financial organization will not fall within the jurisdiction of the National Bank of Kyrgyzstan, but NBKR may give recommendatory instructions. The main role of NBKR, according to the Chairman Tolkunbek Abdygulov, will be to regulate the flow of the disbursement of funds to avoid any complication to the banking system of the country. 
 
Lending to start-ups

Members of the Kyrgyz Parliament criticized the National Bank of Kyrgyzstan for a ban on lending to start-ups. MP Zamir Bekboyev believes that the Fund has not met his expectations. According to Bekboyev, attention should be paid to the possibility of traders from the largest markets in Central Asia — Dordoi and Kara-Suu — to borrow money and change their activity from trade to production. 

But now entrepreneurs cannot take loans because requirements are too strict for them. Now considering that the Fund will not lend to start-up projects, which is not done by local commercial banks as well, the question asked by the MP “how we should change the structure of our economy?” would remain unanswered.

