Using Digital Tenge in
Public Finance

(pilot)
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Projects using the digital tenge (KZT) were
presented for the first time by the National
Bank of Kazakhstan.

Just like cash, digital KZT are obligations of
the National Bank and are presented as a third
form of payment, alofpg 271V1t cash and non-cash
unds.

A key advantage of the digital KZT is the
ability to “tag® 1t for a specific purpose as a
tool to ensure traceablht}}/t of allocated budget
funds (outside the treasury)




Together with the National Bank and relevant government
agencies, 3 pilot projects using digital KZT were developed
to ensure the traceability of budget funds in the agro-
industrial complex and road construction (expenditure part).

- Purchase of cattle;
- Procurement of agricultural machinery and equipment;

- Road construction and rehabilitation.

In addition, the “Digital VAT” (revenue part) project is being
implemented together with the State Revenue Committee.

1) The Head of State
instructed to scale up pilot
projects that use digital
currency to control the
budget spending, including
in the construction industry.

2) In order to implement the
Action Plan for the
implementation of the

Concept of Anti-Corruption
Policy of the Republic of
Kazakhstan for 2022-2026,
approved by Decree of the
President of the Republic of
Kazakhstan No 802 dated
February 2, 2022




Purchase of cattle

Project Objective:
Ensure proper use of loan proceeds under the "Auyl Amanaty” project aimed at raising
incomes of the rural population.

Current challenge:

The funds are disbursed to the Borrower into a second-tier account. The Borrower
spends the money at its discretion. Relevant authorities discovered misuse of funds by
the Borrower.

Solution:

Provide the Borrower not with money, but with the object of financing (cattle). Once
the ownership rights have been transferred to the Borrower in the livestock information
system, the “tagged” digital KZT are automatically credited to the Seller's account.



Purchase of cattle
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The budget program "Micro-
lending under the "Auyl
Amanaty" Rural Population
Income Raising Project for
the Purchase of Cattle
through the JSC SEC
"Kokshe" acting as the
Authorized Agent in the
Akmola region” was selected
as a pilot
(after disbursement via

MA-DA-SEC Kokshe)




Procurement of agricultural machinery and equipment

Interbank interaction with NBK NPC
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The budget program to
subsidize legal entities and
individuals for the
procurement of agricultural
machinery and equipment,
through the Department of
Agriculture and Land
Relations of the Akmola
region, was selected as pilot
(after disbursement via MA-
DA)




Interbank interoperability
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Road construction and rehabilitation
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The pilot is implemented
through branches of JSC
"National Company
"KazAvtoZhol" (after
disbursement via MT-CH-JSC
NC "KazAvtoZhol")




transfer
from second-tier
banks

Digital VAT
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Receipt, crediting and
distribution of VAT amounts
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The Treasury Committee,
together with the State
Revenue Committee and
the National Bank of the
Republic of Kazakhstan,
implements the “ Digital

VAT” pilot




Scaling up the Digital Tenge: key issues to be
addressed

Develop a methodology and a uniform approach across all Digital KZT projects to
ensure open implementation monitoring

Implement integration of the TC’s information system with the Digital KZT System to
automatically credit Digital KZT to digital accounts, transfer revenues to the budget, and
record transactions performed

Amend legislation on Digital KZT

Integrate sectoral information systems of government bodies with the Digital KZT
System, etc.
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