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•	 In 2007, ADB approved the 
Tax Administration Reform 
and Modernization Project to 
support the State Tax Service 
(STS) in implementing the 
Integrated Tax Administration 
System (ITAS) in a centralized 
architecture. The project 
also procured hardware and 
communication equipment, and 
built the capacity of tax officials.

•	 STS automation before the 
ADB project was just above 
Level 1. With the introduction 
of ITAS, the STS improved its 
automation level to a score 
of 2.6. Major improvements 
include faster report generation, 
a strong audit case selection 
process, and enhanced 
capability for business 
intelligence.

•	 Tax revenues in the Kyrgyz 
Republic increased from 14.2% 
of gross domestic product 
(GDP) in 2006 to 18.1% of 
GDP in 2012. External debt has 
declined from 69.8% of GDP in 
2006 to 45.9% of GDP in 2012.

•	 Tax authorities who implement 
new tax administration systems 
should conceptualize business 
processes, information exchange 
requirements, reports and 
analysis, and service levels, based 
on international standards. The 
challenge is how to develop 
the information technology 
system around them. For this, it 
is critical that the tax authority 
have access to good techno-
functional support.
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INTRODUCTION

The Kyrgyz Republic is a mountainous landlocked country in Central Asia that gained 
independence in 1991 after the breakdown of the Soviet Union. During its first 15 years 
of independence, the country experienced large and periodic fluctuations in growth, 
with external and internal shocks causing sudden and sharp slowdowns in the narrowly 
based economy. After the 2005 Tulip Revolution, the country decided to significantly 
increase tax revenues because of its fragile fiscal position. In 2005 and 2006, the 
government had to rely on debt relief by the Paris Club and under the Heavily Indebted 
Poor Countries Initiative. At the end of 2006, the external debt was still at a very high 
level (69.8% of gross domestic product [GDP]). To realign the country and stimulate 
economic and social development, the government reached an agreement with the 
International Monetary Fund on a 3-year financing facility; this program placed a strong 
focus on increased tax collection.

In 2007, the Asian Development Bank (ADB) approved the Tax Administration 
Reform and Modernization Project to develop an effective, modern, and efficient 
State Tax Service (STS) in the Kyrgyz Republic by (i) establishing a central database 
and management information system, (ii) developing a communication network for 
tax offices, and (iii) establishing modern central operations and improving taxpayer 
services. This was expected to increase tax revenues—which stood at only 14.2% of 
GDP in 2006—and thus support fiscal consolidation, macroeconomic stability, and the 
capacity of the government to provide critical public goods and services.

TAX ADMINISTRATION IN THE KYRGYZ REPUBLIC

The tax regime in the Kyrgyz Republic is administered by the STS as per the Tax Code, 
which was revised in 2009 to simplify tax procedures, ease tax burdens on taxpayers, 
and bring more taxpayers under the tax net. Table 1 shows the taxes administered in  
the Kyrgyz Republic. 
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LEVEL OF AUTOMATION IN THE STATE 
TAX SERVICE

Under the Tax Administration Reform and Modernization Project, 
ADB supported the STS in implementing the Integrated Tax 
Administration System (ITAS) in centralized architecture and 
establishing a data center and a disaster recovery center. The 
implementation included business process reengineering for ITAS 
development, procurement of hardware and communication 
infrastructure, and building the capacity of tax officials. ITAS 
was expected to automate key STS functions. The project was 
completed in September 2013.

To measure progress in the level of STS automation, we use the 
ADB Toolkit for Tax Administration Management Systems.1 The 
toolkit defines four levels of automation:

Table 1 Taxes in the Kyrgyz Republic

National Taxes
Personal income tax Tax on gross income of individuals (i.e., physical entities), including employment income; income from 

management services; and income from dividends, interests, royalties, and rentals
Corporate income tax (profit tax) Tax on the profit of corporations (i.e., legal entities), including sale of goods, work, services, property rights, 

and other non-sale income
Excise tax Duty on excisable goods such as alcohol and tobacco
Tax on subsoil use Bonuses and royalties payable by entities that hold licenses to participate in the exploration, development, 

extraction, and sale of the country’s subsoil resources
Value-added tax (VAT) Tax on sale of goods, performance of work, and provision of services
Sales tax Tax on proceeds from sale of goods, work, or services, excluding VAT

Local Taxes
Land tax Tax on land, depending on the area
Property tax Tax on movable and immovable properties, depending on fair value

Special Regime Taxes
Compulsory patent Tax on economic activity carried out on the basis of compulsory patents with an underlying intellectual 

property right as governed under the Patent Act 
Voluntary patent Tax on economic activity carried out on the basis of voluntary patents, which can be bought from a specific 

tax office for a specific activity, but valid only within the jurisdiction of such tax office.a

Simplified single tax (unified tax) Unified tax on small enterprises for all activities covered under income and sales tax
Tax contract Entities can enter into a tax contract with tax authorities to pay a fixed amount of income tax, sales tax, 

and VAT, which is mutually agreed upon based on fair valuation under tax laws
Tax in free economic zones Specific provision for tax treatment for activities within free economic zones
Tax in high-tech parks Specific provision for tax treatment for activities within high-tech parks
a  The tax patent regime is targeted at individual entrepreneurs and applies to 132 types of business activities. Individual entrepreneurs pay a fixed amount (called 

a tax patent) for a predetermined period.
Source: Government of the Kyrgyz Republic. 2009. Tax Code of the Kyrgyz Republic 2009. Bishkek.

(i) Level 1. The functions and services in the tax administration 
lifecycle have not been automated.

(ii) Level 2. A preliminary level of automation—primarily 
focusing on digitizing the data after the transaction is 
completed—is in place. The overall objective is to create 
an electronic database for generating useful management 
information system reports.

(iii) Level 3. The focus is on automating transactions internally 
with no or minimal interface with taxpayers. Only the staff of 
the tax agency has access to the system.

(iv) Level 4. An advanced level of automation where tax 
administration functions and services are automated 
with minimal interaction with taxpayers. Data can be 
automatically exchanged with other external stakeholders 
such as banks. 

1 ADB. 2013. Toolkit for Tax Administration Management Information Systems. Manila.
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2 These offices were using one of two solutions: (i) Nalog, built in 1994 around the concept of a taxpayer ledger or personal card, which records the tax activities 
of a taxpayer; or (ii) KITIS, built in 1996 around the taxpayer personal card, which was 60% incomplete.

STS automation before the ADB project was just above Level 1. 
The STS was operating only a partial and decentralized electronic 
tax database: less than 20% of STS tax offices were using tax 
administration enterprise software, and they were unable to 
upload information to the main data center, mostly because good 
network communication was absent.2 Most tax offices were using 
paper-only workflows.

System Profile

ITAS was deployed across all 61 STS tax offices during 2012 and 
2013. Its architecture is based on standard technologies, some of 
which the STS was already using in smaller systems (Tables 2 and 
3). All tax offices are linked to the data center through a virtual 
private network over broadband, with bandwidths ranging from 
256 kilobits per second to 2 megabits per second, for connecting 
with ITAS. The system has 2,373 active users in addition to 

Table 2 Development and Deployment Platform  
for the Integrated Tax Administration System

Platform Attribute Technology
Development language C#, VB.NET
Development framework .NET 3.5
User interface framework Ajax
Database SQL Server 2008 R2
Business intelligence Oracle BI 11g Standard Edition
Reporting tool Stimulsoft
Content management system Sitefinity
Web server IIS
Server operating system Windows Server 2008 R2

Source: State Tax Service.

Table 3 Integrated Tax Administration System 
Protocol for Data Exchange with Various Agencies 

and Stakeholders

Agency Protocol Information Usage
Banks Role-based 

direct access
Excise distribution Yes

Social fund ETL2 TIN verification Yes
National 
statistics

ETL2 Revenue and taxpayer 
data

Yes

Customs ETL2 Data request for imports 
sent to customs

Yes

Customs XML Data received from 
customs for imports

Yes

Tax consultants ETL2 Declaration submission 
as a tax consultant

Yes

Treasury ETL2 Payment confirmation No

TIN = tax identification number.
Source: State Tax Service.

registered taxpayers, banks (for excise), and tax consultants. Call 
centers have also been set up to support users and taxpayers. 
Specific performance and operational issues are reported to the 
software developer through the STS information technology 
department, which uses a ticket management system to track 
issues. The STS information technology department is primarily 
responsible for maintenance of ITAS.

Current Level of Automation in the State 
Tax Service

With the introduction of ITAS, the STS improved its automation 
level to a score of 2.6. Major improvements include faster report 
generation, a strong audit case selection process, and enhanced 
capability for business intelligence. Despite this significant 
improvement, some of the STS functions and taxpayers services 
are still not fully automated.
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Table 4 Level of Automation in the State Tax Service after the Tax Administration Reform 
and Modernization Project

Function Level of Automation

Registration Level 2. Registration of taxpayers (including amendments and deregistration) is captured in ITAS. The STS is responsible 
for registration of individual taxpayers, who can create a profile in the system, or approach a tax office with a physical form. 
The registration process is done on paper and captured in ITAS only when the registration process is approved.

Declaration Level 2. All declarations pertaining to tax returns and other statutory information can be captured in ITAS, although a 
significant part of the process (e.g., calculation of taxes due) is not automated. Taxpayers can file declarations through their 
online profile on the STS website or through a tax office with a paper form. Tax consultants can also file declarations on 
behalf of their clients. ITAS does not allow self-assessment of taxes.

Payment Level 2. Taxpayers have to pay taxes directly at a bank (through ATMs, cash terminals, or branches) by declaring the tax 
amount, the tax type, and tax office at which they wish to settle dues. The STS does not have a link with banks or the 
treasury to authenticate this information. All payments made at a bank are confirmed on a physical form through the 
treasury. While the STS has designed a protocol to link ITAS with the treasury for payment confirmation and account 
reconciliation, this interchange of information is still done manually. The national payment system does not yet allow the 
STS to provide an option for online payment

Collection Level 3. ITAS automatically flags taxpayers who have defaulted on their dues and assigns tax officers to collection cases. 
The system also generates all requisite collection prescriptions. Taxpayers can verify collection prescriptions on their ITAS 
profile and check the dues on their personal cards. Since the payment module is not linked to banks, however, there is a 
delay in the closure of collection cases.

Audit Level 4. ITAS has a risk-based audit module that assesses 13 risk factors to assign a risk profile to each taxpayer. Taxpayers 
below the threshold are automatically marked for audit each quarter. ITAS also automatically generates a schedule of 
audits for each tax office every quarter. Based on the schedule, inspectors at the tax offices generate audit prescriptions 
from ITAS. The audit results are then captured in ITAS along with changes in tax dues or refunds. The personal card of the 
taxpayer is automatically updated accordingly. ITAS does not allow auditors to access past data of taxpayers. Overall, this 
module is the most successful component of ITAS implementation.

Refunds Level 2. Refunds are manually captured in ITAS by tax officials after authentication and approval.

Appeal Level 2. Taxpayers can appeal any tax administration issue but this process is still paper-based. Appeals are centrally 
handled by the STS through the ITAS Correspondence module. Decisions on the appeals are captured in ITAS and 
reflected on the personal card of the taxpayer.

Excise Level 3. Excise is administered through the sale of stamps, which are issued to registered taxpayers by the STS and 
disbursed by banks. ITAS captures the issuance and disbursement of excise to taxpayers and reflects the payments 
accordingly on their personal cards.

Business 
intelligence 

Level 4. ITAS generates custom reports based on input and output criteria, although the efficacy of this module is limited 
by the structure, quality, and currency of data available in the system.

Reporting Level 2. ITAS can provide each taxpayer with a personal card that details all STS-related transactions, total dues, current 
penalties, and refunds (by tax type and tax office). ITAS also allows the STS to generate statutory reports for internal and 
external compliance. The personal card, however, does not capture all data.

ITAS = Integrated Tax Administration System, STS = State Tax Service.
Source: Authors.
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Performance of the State Tax Service

Table 5 Performance of the State Tax Service
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Collection of taxes in the Kyrgyz Republic depicts a healthy 
trend, having reached 18.1% of gross domestic product (GDP) 
in 2012. This can be partly attributed to the simpler 2009 
Tax Code, capacity building of tax officials, and automation 
of tax administration functions through the Integrated Tax 
Administration System (ITAS). External debt has declined from 
69.8% of GDP in 2006 to 45.9% of GDP in 2012.

Ta
xp

ay
er

 S
er

vi
ce

s

Registered Taxpayers

Electronic (ITAS) Paper

Declarations

600,000

500,000

400,000

300,000

200,000

100,000

0

Adoption of ITAS by taxpayers has been slow. Of more than 
500,000 registered taxpayers, only 53,000 are registered in ITAS. 
More than 350,000 declarations have been submitted to the 
State Tax Service (STS) in 2014, but only about 15% was done 
through ITAS. 
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Level 3 = Primary focus to have maximum internal automation, with no or 
minimal interface with taxpayers
Level 4 = Focus on provision of automated services to taxpayer to minimize 
interaction with tax officials

With the introduction of ITAS, the STS improved its automation 
level to a score of 2.6. Major improvements include faster report 
generation, a strong audit case selection process, and enhanced 
capability for business intelligence. Despite this significant 
improvement, some of the STS functions and taxpayer services 
are still not fully automated.
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The level of automation has a direct impact on the time required 
for process workflows. The audit process has shown considerable 
improvement, but time for completing the registration and 
declaration processes has increased since data are now digitized, 
in addition to being manually processed.

Sources: Authors; State Tax Service of the Kyrgyz Republic; and World Bank. World Development Indicators. Washington, DC: World Bank.
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Lessons Learned

Key Driving Principles for a Tax Administration System

To perform optimally, a tax administration system must be 
conceptualized and implemented based on the five key driving 
principles defined below. 

Information. The key component of any administration or 
information system is data, which should be available to meet the 
needs of all stakeholders, and be structured for multidimensional 
analysis. Multiple dimensions to information provision include 
information sharing within all levels of the tax authority (national, 
subnational, and local) and integration with banks and financial 
institutions. The extent of data integration and the amount of 
information provided determine the effectiveness of any tax 
administration system.

Analysis. Different stakeholders have different analytical and 
reporting needs.3 The design of ITAS focused on digitizing tax 
data and reporting rather than on a comprehensive review 
of stakeholders’ information requirements. Thus, while most 
tax-related data are being captured in ITAS and reports are 
being generated, the analytical power of the system can be 
expanded. When designing a tax administration management 
information system, it is important to identify in advance the 
data requirements of all stakeholders, data sources, and extent of 
analysis that can be carried out through the system, as well as the 
structure of the reports that can be generated.

Process. A system should improve the efficiency of processes. 
Existing processes may make sense in certain scenarios. But it is 
easy to confuse current practices as policy and miss opportunities 
for improvement that new technology brings. Improvement in 
business processes seldom conflicts with policy.4 Each process 
needs to be defined along with relevant stakeholders, the entire 
workflow must be established, and roles defined at each level. This 
enables the information system to reproduce the entire process, 
bringing in the envisaged efficiencies. Many processes in the STS 
still remain outside of ITAS, resulting in unnecessary workload. 
Business process reengineering should not be left incomplete, but 
completing it can be a difficult and long process.

Service. Since taxpayers are the best source of financial data, 
tax authorities should give them incentives (mostly by providing 
good service) to use the system. The most important support 
that taxpayers require from tax agencies is being shown how 
to calculate their taxes. However, taxpayer services in ITAS 
are currently limited to the taxpayer profile and tax books. Tax 
authorities should define, with extensive detail, the services to be 
provided to internal and external stakeholders before designing 
the management information system. 

Transparency. A tax administration system should be transparent 
both to the taxpayer and the government, or the intended 
improvement in efficiency and effectiveness is unlikely to be 
achieved. Tax administration is efficient when tax officials do not 
need to interact with taxpayers. Interpretation and application 
of tax laws and policy should be done by the system and not 
left to the discretion of tax officials. All information pertaining 
to a taxpayer, including withheld taxes, total dues, and pending 
declarations, should be available to the taxpayer in real time. ITAS 
was so far developed mostly for data capture and management, 
with few business intelligence features built into it. ITAS does 
not include business rules, although providing risk-based audit 
through the system has strengthened transparency. All tax 
calculations are done outside the system and the taxpayer still 
needs to interact with the tax office.

Overall Lesson

Tax authorities who implement new tax administration systems 
are often overwhelmed with technical jargon and complexity. 
In these circumstances, tax authorities are pressured by the 
information technology implementing partner to adopt the easiest 
development mode. The entire process can quickly derail into a 
mere information technology project, with all efforts channeled to 
automate existing processes.

Integrated Tax 
Administration System

Analysis

In
fo
rm

ation

Process

Transparen

cy

Se
rv
ice

3 For tax authorities, this includes tracking of collections, profiling of taxpayers, audits, and statutory reports. For taxpayers, this includes tax assessments and real-
time tracking of payments and dues. For statistical bureaus, this includes sector performance indicators.

4 If there are any conflicts, pros and cons for both the policy and the reengineered process must be considered prudently.
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The execution strategy should be built around the concept of 
business transformation. Tax authorities can easily conceptualize 
business processes, information exchange requirements, reports 
and analysis, and service levels, based on international standards. 
These standards can be adapted to specific requirements; the 
challenge is how to develop the information technology system 
around them. For this, it is critical that the tax authority have 
access to good techno-functional support.

Recommendations

Recommendations are provided to enable the STS to expand 
automation and improve efficiency and transparency. The STS can 
consider some initiatives to expand automation and strengthen key 
areas in ITAS, which can improve tax collection and transparency, 
increase efficiency by reducing employee workload and taxpayers’ 
compliance costs, and improve service delivery.

Table 6 Recommendations for the State Tax Service of the Kyrgyz Republic

Need Recommendation
Information All data collected by the STS should be available in a single repository in ITAS. This is especially true for VAT, which is a 

primary source of revenue for the government. For that, the STS should finalize integration of ITAS with the systems of other 
agencies, especially customs, the treasury, and banks. Integration with banks would enable automatic registration of tax 
payments and reconciliation.

Analysis Stronger revenue accounting, backed by an improved chart of accounts, would strengthen the audit process and facilitate 
international compliance of government financial accounts. The STS could also introduce international standards for 
product codification, such as the Harmonized Commodity Description and Coding System.

Process To reduce processing time, the STS should further automate business rules and processes, and introduce a tax identification 
number–based transaction index and a work dashboard.

Service To provide better service, the STS should aim to have all taxpayer services online. To attract more taxpayers to online 
services, the STS should (i) allow taxpayer’s self-assessment of taxes to be paid by introducing automatic rules based on the 
Tax Code, (ii) allow auto-filing of already existing information, and (iii) enable taxpayer notifications and alert windows.

Transparency By further improving and automating business processes through business rules, the STS could reduce human interaction. 
Introducing a rules database would allow the necessary flexibility. The STS should also strengthen cross-referencing and 
management of master data.

ITAS = Integrated Tax Administration System, STS = State Tax Service, VAT = value-added tax.
Source: Authors.
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