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Executive Summary Ep@ Bank

R uction and Develop
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TheRepublicof T a j i k cosmmiamendts and application of the principles set out in Article 1 of the AgreementEstablishingthe Bank over the previous Country
Strategyperiod has received a mixed assessmentby relevant international bodies. Theyhave welcomed some improvementsin the legislative framework, while
raising concernsabout retrogradesteps in other areas. Theyhave also raised a series of concernsabout the application of the legal framework for democracyand
humanrightsin practice.

Tajikistanhas achievedand maintained political stability since the end of the civil warin 1997 but continuesto strugglewith economicand social challenges Real
GDPgrowthwas above 7 %in recent yearsdespite the fragility of the banking sector and heightenedfiscal pressures Limited economicopportunities have led to
migration and increased reliance on remittances as source of income. The investment climate and business environment remain challenging, which creates
difficulties for developingbusinessesdespite the g o v e r n efontsttodescourage entrepreneurshipand the accelerationin reforms in recent years Limited
capacity and resourcesof governmentinstitutions, high level of bureaucracy,and burdensomeregulations are major hindrancesto private sector development
Rule of law and judicial systemalso need to be developedto addressthe needs of businesscommunityand protecti n v e gights.r s &

Tajikistan has been assessedas the most vulnerable in terms of future climate changerisks in Central Asia The agriculture sector, in particular, will likely be
affected by low levels of rainfall, dryingup of water resources, lower snow accumulation in mountain glaciers, and more frequent extreme weather events.
Tajikistan has also one of the youngestpopulations among EBRDcountries of operations, with a median age of just 22, and significant gender gap and regional
disparities.

Regional cooperationis key to economic development of Tajikistan, both for expansion of trade and to ensure energy security. Recentimprovementsin the
relations with Uzbekistanled to reopeningof railway, air, and energytrade links. Tajikistan also resumed construction of Roghundam, the largestinvestmentin
the country since independence,with significant regional impact. Positive economic developments,including better regional relations and connectivity allow the
EBRDto help build the momentum and support reforms of the economyto transit from donor/grant funded early transition country to developingeconomybased
on expandingthe private sector.

EBRDactivities in Tajikistan coverall sectors, including energy,infrastructure, financial sector, corporatesand SMEs,reaching 1696 million in 127 projects since
the start of operations The Bank has focused on stabilizingand rebuilding trust in the banking sector, developingprivate enterprisesand agribusiness,improving
the availability, reliability and quality of municipal servicesand improving the quality of energy supply, regulation and energy efficiency. Donor cofinancing and
strong cooperationwith other IFIsare keyto successfulengagementin the country.

EBRDaims to deepenits involvementsby continuingto finance infrastructure and energyprojects, and provide stronger support for the private sector, particularly
export oriented SMEseither directly or through local commercial banks. Alongsidethe financing, EBRDwiill continue support reforms by policy engagementand
work with clients to improvetheir financial and operational performanceto strengthenthe local private sector.

The Bankwill pursue the followingkey priorities in Tajikistanin 2020-2025:
A Strengthencompetitivenessand improve businessenvironment,

A Fosterregionalintegration, energyreform, and infrastructure connectivity,
A Supportwider accessto better infrastructure and businessservicesfor women, youth and less developedregions.
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Tajikistan - EBRD Snapshot
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EBRD Investment Activities ifiajikistan (as of December 2019)

Tajikistan Context Figures

Portfolio 0390m Active projects 73
Equity share 4% Operating assets 0192m
Private sector sharel 48% Net cum. investment 0690m
ABI and Operations PortfolioComposition
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Tajikistan Comparators
6.4 (Kyrgyz Rep)
Population (million} 9.1 32.7 (Uzbekistan)
9.5 (Belarus)
GDP per capita 4,056 (Kyrgyz Rep)

3,589 8,999 (Uzbekistan)

(PP, US9 20,643 (Belarus)
GlobalCompetitiveness 104th 9/6 (KUyrgyi Rep)
Index(WEF) outof141 M@ (UzZbekistan)

n/a (Belarus)

7.2 (Kyrgyz Rep)
Unemployment (%, ILO e$t.  10.9 5.2 (Uzbekistan)
5.7 (Belarus)

15 (Kyrgyz Rep)
20.6 9.7 (Uzbekistan)
9.8 (Belarus)

Youthunemployment (%,
ILO est.)

48 (Kyrgyz Rep)
Femalelabour force
28 53 (Uzbekistan)

participation (%, ILO esk. 58 (Belarus)

0.61 (Kyrgyz Rep)
0.6 (Uzbekistan)
0.42 (Belarus)

Energy intensity
(TPES/GDP, toe/thousand 0.34
2010 US$?®

0.47 (Kyrgyz Rep)
0.2 0.45 (Uzbekistan)
0.34 (Belarus)

Emissionintensity/GDP
(kgC0O2/2010 US$, PPP)

EBRD Central Asia

1 Cumulative Bankinvestment: 5 yearrolling basison portfolio. 2 Cf. EBRD Transition Report 20P&029.|€IMF WEO? IEA.



1. Implementation of Previous Strategy (2015-2019) ()

European Bank

1.1. Key Transition Results for Reconstruction and Develo

Strategic Alignment Technical Assistance & Grants Transition Performance

Annual Business Investment (ABI)

Priority 3: g Or(]3 S'OLack
o S 0.51% Priority 1: : ’
Priority 3: P”ggg 1 17.5% Partially
41% 0 On Track
40%

Priority 2:
o 82%
GET share: Priority 2: ETI: 77

51% 21% PTI: 95

Priority 1:Supporting expansion of private enterprises, notably SMEs, and helping improve the business environment

Advice for Small Business Key Transition Results

60 A Provided financial and advisory support for the expansion of domestic MSMEsand corporates, incl. through
targeted investments, in a challenging context marked by economic slowdownin Russia, e.g. restructuring of
50 FortunaLLCloan (USb0.4m), loans to FortunaFurniture (USE0.4m) and Atlant LLC(USb1.5m) and 2 RSFprojects.
0 UnderASB,200 SMEsweresupported,incl. 24 with international consultancy
o Enhanced access to finance for MSMESs, by providing MSME credit lines disbursed through financial
intermediaries
A Supported financial sector development through diversified products and improved corporate governance of
financial institutions:
o Engagedwith most robust private PFIswith considerationof growingrisks, and delivereda variety of products
for MSMEswomenled businesses,energyefficiencyand agribusiness
o Combinedwith promotion of corporategovernance,ncl. TCon restructuringof 2 systemicbanks (TSB& AIB)
o Disbursed funding of USE10m to partner banks and microfinance institutions under the new climate
adaptation and energyefficiencyframework (ClimAdapj.
o Extendedthe EnhancedCompetitivenessof Tajik AgribusinessProgramme(ECTARD partner bank and MFIs
o Market conditionsstill will not support TFPlines, with only one partner to date.
2015 2016 2017 2018 o Launchedthe Womenin Businessprogramme(includinga USs 1m loantothe c o u n leadiggénisrofinance
institution, Huma, to supportthe programme)
A Supportedbusinessenvironmentimprovementsunder the Investment Council with focus on improvedaccessto
electricity, reduced inspections, single window initiatives, backing for women entrepreneursand engagementon
H ASB clients with export increase reform priorities (e.g. insurancemarket or taxation).

40

30

20

10

m ASB clients with turnover increase
B ASB clients reporting increased productivity

* Transition impact performance reflectshow likely projects are to achieve the transition imp&ttkidédiedof them at signing. Calculated based on activeature (> 2 years) portfolio.



1. Implementation of Previous Strategy (2015-2019) ()

European Bank

1.1. Key TransitionResults for Reconstruction and Deve

Priority 2; Contributing to improving public utility services as well as their operational and financial efficiency throwghroercialisation
Public Utili j Key Transition Results

@ Water and wastewater A Actively supported power sector unbundling and tariff reform through engagementwith and corporate
©® soiid waste restructuring of national powercompanyBarki Tojik Thishas resultedin:

@ oistrict heating 0 Splitting of Barki Tojik into 3 units responsible for Generation Transmissionand Distribution (April
© Public transport 2018 decree),with legal structure and further restructuring yet to be adopted.

o0  Adoption of a Financial Recovery Action Plan (June 2017) focusing on costrecovery and loss
reduction: new tariff methodologywas adopted by the authorities and sector regulatoryfunctions will
be introducedunderthe Go v e r n Mm@EHMondpslyService

A EncouragedHPPcapacity upgradesand energyloss reduction (by around 20%) under the QairokkumHPP

Rehabilitation projects (jointly with GCF and the Sugdproject (incl. new billing and advancedmetering).

A Helpedimprove financial and operational sustainability of municipal infrastructure operators, solid waste
(Yavan Khujand) and public transport operators (Khatlon), through direct investments and TCsupport for
engineering/design/tendering,corporate governanceand stakeholderengagement

A Supported water sector reform under the new Sector Strategyand Action Plan to improve financial and
operational sustainability of operators incl. decentralisingand capacity building at local level. Anew water/
wastewater tariff methodology was adopted in 2017 (based on cost recovery and crosssubsidy

elimination), with prospectsfor KMK restructuring under consideration

Priority 3: Fostering regional infrastructure connectivity and integration to the wider regional economy

Trade Facilitation Programme Key Transition Results

A Made muchneeded progressin attracting FDI (over 088m) and encouragingexport channelsin a difficult

20 8 operating context for exportoriented companies, e.g. Agrotechserviceproject to facilitate transfer of
Belarussianknow-howto Tajik operationsof the company.
15 .6 o Helped successfullyresolve operational challenges (i.e. tax and customs) affecting two high-profile
clients (CocaColaTajikistanand Auchar), with demonstrationeffects on market participants.
10 4 o Extended044.7m loanto CocaColaBottlersfor enhancedsupplychain linkages
o0  OpenedIC Secretariatto new stakeholdersfor enhanceddialogueand coordination
5 NN - A Supported development of key physical infrastructure (e.g. roads) for connectivity prioritising
legal/regulatoryreforms and improved crossbordertransport infrastructure capacity:
0 _J L0 0o Cofinanced the DushanbeUzbekistan Border Road project with AlIB ( 26m), incorporating

international road safety standards and principlesfor road maintenance
o] PreparedRoad Sector Institutional Reform Strategyand Action Plan utilising TCfunds in co-ordination
with IFIsand developmentpartners (e.g., ADB,WB,JICA)
0  Supportedimplementation of road sector reform (introduction of service agreements/ performance
eTotal volume of TEFEP trans based contracts awardedto private operators,equipment centres, I T systemsfor road management)
o  GoTincreasedbudgetfor road maintenanceto TJS6000/km .

2014 2015 2016 2017 2018

mmmm Total number of TFP transactions supported (LHS)
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1. Implementation of Previous Strategy (2015-2019) @

1.2. Implementation Challenges an&Key Lessons European Bank

for Reconstruction and Development

Context for Implementation

Tajikistanis an Early Transition Countryand displays some of the largest gapsin the EBRDregion, especiallyacute in Competitive, WelkGoverned,Resilient
and Integrated qualities despite significant acceleration in reform progress in recent years Volatile energy supply, banking sector weaknesses, poor
infrastructure and relative geographicisolation, as well as vulnerability to climate change and inclusion gaps are all major constraints to economic growth.
The Bank has delivered a very good transition impact over the past five years, with low private share resulting from the relative weight of large energyand
infrastructure projectsin portfolio and businessvolumesretreating from the historical high achievedin 2015.

Implementation Challenges Key Lessons & Way Forward
A Financial sector vulnerabilities, incl. liquidity issues of systemic banks A Continue work with Central Bank on improving access to foreign
and high NPLratio despite relativelygood provisionlevels. exchangeand pursuingfinancial sector reform.

A Support marketing of Tajikistan as an attractive investment
A Exposureto externalmacroeconomicand geopoliticalrisks. destination, with improving security situation (e.g. Afghanistan),
increased regional cooperation and strong sectorial assets

(agribusiness.energy)

. . . A Policyengagementaround key investment climate reforms, building on
A Challenging business environment, lack of governance reform, : .
. A governmentcommitment to ensure stable accessto foreign exchange
concernsregarding rule of law enforcement and judicial system, and . . . . U . -
. . and improve business climate, including judicial capacity building and
strict capital controls. : . .
supportfor businessdispute resolutions

A Pursue reform advocacy in support of increased SOE
A Fiscalspaceconstraints. commercialisationand private sector participation in key infrastructure
(e.g. renewables,energy,transport and water).

A Relative geographicisolation and difficult access to export markets A
(e.g. electricity) as a result of historic tensions with neighbouring
Uzbekistanuntil early2018.

Leverage improvements in relations with neighbouring Uzbekistan
since 2018 to advanceregionalconnectivityagenda
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2. Economic Context @

European Bank

2.1 . Macroeconomic Context and Outlook for Strategy Period for ffeconstruction and Devel

A Officially reported growth is strong but significant
weaknesses remain. Real GDP growth was above 7 % in
2017-19. However.the headline figures mask the build-up of

Tajikistan- Main macroeconomicindicators

2015 2016 2017 2018 2019* structural disruptions, reflected in the fragility of the
banking sector and heightened fiscal pressures
GDPgrowth (% yo-y) 6.0 6.9 7.1 7.3 75 Demographic pressures coupled with limited economic

opportunities led to labor migration and continued reliance

CPlinflation (%avg) 58 59 73 38 78 on remittances as a source of income.

A Facing limited foreign currency inflows, the authorities
maintain currencycontrol measures seekingto limit somoni

Governmentbalance (% GDP) -2.0 9.0 6.0 2.8 -3.8 . . )
depreciation such as reduction of the amount of local

Current accountbalance currency in circulation and banning of independent non-
6.1 4.2 2.2 5.0 4.5 banki h [t of thi li
(% GDP) anking currency exchanges As a result of this policy,
businesses and households periodically experience
Net FDI (% of GDP) 58 35 26 29 24 shortagesof foreign currency
A Elevated debt levels and reduced fiscal space make the
Externaldebt (% GDP) 62 70 79 80 81 economyvulnerable Publicdebt, most of whichis in foreign

currency,remains significant at 45.2% of GDPin 2019, and
IS expected to increase due to the need to finance large

Gross reserves (% GDP) 6.3 9.4 144 146 na infrastructure projects, such as the Roghundam. SOEsalso
" present high quasiHiscal risks due to mounting losses and

(C;/OeGnDE)r al govOt 43, 41 504 479 452 liabilities.
A Real GDP growth is projected at 6.3% in 2020. Public
Unemployment (%) 114 110 107 109 na investment has been supporting recent growth but its role
will diminish because of related fiscal challenges Future
Nominal GDPS$bn) 7.9 7.0 71 75 8.0 growth is likely to be driven by remittancesfinanced

consumptiond a source of vulnerability.
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2. Economic Context
2.2 . Key Transition Challenges

0

European Bank
for R uction and Develog

Competitive (3.3) WellGoverned (3.6) Green (4.8)

A Tajikistanranks 106th out of 190 countriesin
the 0 E aaf ®oingB u s i nrepsrsi 2020
(20 notchesup from 126 in 2019).

A The tax burden remains high owing to
distortive tax collection practicesimplemented
to fulfil revenuetargets.

A Activities of SMEsare hindered by regulatory
shortcomingsand racketeering

A SMEsalso encounter challengesin accessto
personnel with adequate skills and
competencies

A Despite significant improvement in Getting
Credit indicator of the World B a n kDiag
Business 2020 report, access to finance
remains an issue due high interest rates, and
broaderinvestmentclimate issues. Alternative
sourcesof capital are virtually absent

A Thereis little diversification in the products
exported (mostlymetals, mineral products and
raw cotton) and these are characterised by a
low degreeof complexity

Economic complexity ranking

N o q Y
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- ) Ay < 107
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yrgyz Republic
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= = == Uzbekistan

e == == |ongolia
e e» e Tyrkmenistan

A Government effectiveness remains weak A Electricity is almost entirely from glacial fed

A

A
A

Limited capacity and resourcesof government
institutions, high level of bureaucracy, and
burdensomeregulationsare major hindrances
to private sector development

The regulatory and institutional framework
supporting good corporate governance is
undeveloped There are weaknesses in the
structure and functioning of boards, quality of
internal control framework, and disclosure
standards.

Progress with tackling corruption has been
limited. Efforts to combat corruption are
guided by anti-corruption strategy for 2013-
2020 but implementationis lagging

The presence of informality also weighs on
doing business

Weak rule of law and lack of effective
framework for challenging regulations
continue to deter foreigninvestment

Corruption Perceptions Index score2019

A

hydropower which faces seasonal variability,
resultingin a power deficit in winter.

The country only taps into up to 10% of its
hydropower potential and has significant
untapped solar potential.

Nearly 80% of generation and transmission
assetsneedto be replacedas it was designed
and built in the 1960s and 1970s.

Road transport accounts for more than half
the CQ emissions in the country and is the
main cause of poor air quality.

Tajikistan has been assessed as the most
vulnerable in terms of future climate change
risks in the region of Europeand Central Asia
The agriculture sector, in particular, will likely
be affected by low levels of rainfall, dryingup
of water resources, lower snow accumulation
in mountain glaciers, and more frequent
extremeweatherevents.

Carbonemissions by sector in 2016
Manuf.

Electricity
I industries

& heat
production
Transport &
(road)

7%
53%¢ constructi
0

on
1%

Source: Harvard Atlas of Economic Complexity, Transparency International, IEA 2017
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2. Economic Context
2.2 . Key Transition Challenges

0

European Bank

R uction and Devel

for

Inclusive (5.0) Resilient (3.7) Integrated (3.5)

A Gendergapin the labour market is significant
Womenaccount for only 14.8% of managerial
positions and just 12.5% of total employers
Women are also 38.0% less likely to
participate in the labour force than men.

A Women have a moderate level of financial
inclusion, with 42.1% owning a formal bank
account

A The gap between youth and adult
unemploymentis fairly high but in line with the
regional average and rather positive vis-a-vis
the broader EBRDaverage

A Tajikistan is one of the very youngest EBRD
countries of operations with a median age of
just 22 and youngage dependency ratio is
relativelyhigh at 58%

A Thereare big regional disparities in accessto
water and quality of health and education
systems

A Economic opportunities for people with
disabilities remain particularly limited.

Account ownership, female, 2017

A While the banking sector has been
recapitalised, protracted resolution and
restructuring of two large banks continues to
hinder sector development

A Furthervulnerabilitiesremain, including due to
highlydollarised balance sheets, which expose
banks to potential Fxrelated credit risks.

A Sectoris exposedto weak asset quality mainly
concentrated in the two failed banks, NPLs
remain highat 30.4%as of December2019.

A Gaps in banking supervision and regulatory
framework remain, although efforts are
underwayto strengthenthese.

A Theelectricity systemis strained financially by
low tariffs, poor collection, and large
receivablesfrom major consumers Economic
losses due to energy amount to around USD
200 million a yearor 3%of GDP

A Energy sector faces investment, regulatory
and institutional gaps.

Loan and depositdollarisation

A

A
A

While Tajikistan performs relatively better in
terms of FDI and portfolio inflows, its
performancecomparedto regionalaveragesis
worse in terms of trade flows. Exports and
imports of goods and services as a share of
GDPhavedeclinedin the past 10 years
Transport network is limited, also due to its
geographiclandscape,in quality and capacity,
constraining accessto markets, The transport
infrastructure is largelyoutdated.

Thelogistic performanceis assessedvery low.
A lack of modern fleets, facilities and quality
logistics service providers hampers business
The cost of trading across borders (time and
cost associated) is among the highest in the
EBRDregion despite simplification of export
proceduresfor perishablesin 2019.

It takes particularly long for businesses to
obtain a permanentelectricity connection
ThelCTinfrastructure is laggingbehind.

Exports and imports, % of GDP, 2017

e==TJS/USD (LHS 140
1000 | 9590 Loans (LHS) 120 _
80.0 ) 100 ®imports
. 60.3 10 4 ==Deposits 80% 80 m exports
60.0 421 389 360 355 9 - 70% gg
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>0 @ N o © N o 2] 30% c§ ¢ 6(;\\ © ébo é"é\ «\é@Q \é‘é\
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Source: Wor | d BbalkFihancial Inclusion Database, Nat i onal Bank opygT@iikistan, World Banko6s World Devel opment .hn



3. Government Priorities and Stakeholder Engagement
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3.1. Government Reform Priorities

o o

As defined inTajikistan NationalDevelopment Strategy2030.

Improvementof legislation in the field of investment, international trade
and the introduction of international quality standards and product safety
Targetedattraction of foreign aid to address national, sectoral and regional
priorities through increased and better use of foreign aid management
information system

Developmentof entrepreneurship, taking into account gender perspective,
investment andexports;

Improvementof the Tax Code of the Republic of Tajikistan with a view to
simplifying tax administration and reducing the tax burden on business
entities; Introduction of an instalment plan for theVAT payment for
machinery and technological equipment, a significant expansion of the list
of imported industrial goods that are/AT exempted,;

Developmentof a multilevel institutional system to support
entrepreneurshipby regional- sectoral clusters for the development of
entrepreneurship, specialized funds and support for the establishment of
infrastructure organizations;

Implementationof the policy of encouraging foreign direct investment as
one of the main conditions for industriainnovative development of the
economy;

Improvingthe protection of the rights of entrepreneurs, both at the level of
the judiciary and through the establishment of Ombudsmadnstitute;
Consistentimplementation of the policy of reducing the administrative
burden of introducing a business and creating a system of administrative
support for medium and large private sector investmemirojects (single
windowsprinciple);

Developmentof small businesses in rural areas and mountainous regions
throughthe use of local raw materials and integrated processing of
agriculturalproducts;

Establishmentand development of a fuledged stockmarket;
Improvementof normative legal acts and regulations on the development
of environmental friendly business anénvironmental investments;
Improvingand strengthening Investment Activity Management Institute at
the national and regional levels

3.2. EBRDReform Areas Broadly Agreed with Authorities

A

Do o o Do Do

Enhancing the competitiveness of domestic firms, in particular export
oriented businesses, through capacity building, technical assistance and

finance;

Policy engagement and institutional strengthening to
investmentclimate and businessenvironment

Capacity and efficiency upgrades of electricity transmission for greater
regionalintegration;,

Improving local and regional connectivity through the rehabilitation,
maintenanceand expansionof key road and rail networks;

improve the

Assistancefor the enhancement of digital and financial infrastructure and

greaterinclusionof womenand youth;
Continuedsupportto exploreopportunities for publicprivate partnerships

3.3. Key Messages from Civil Society to EBRD

A
A

High migration and need to create new jobs for young and growing
population are the most pressingissue.

SMEsare particularly vulnerable in the current economic climate. B a n k ¢
support for economicdiversificationand SMEsis welcome
Additionalinstitutional mechanismsare needed to ensure gender equality
and economic and social inclusion. More focus on regional development
and closingthe gapin regionaldifferencesis alsoimportant.

Key environmental problems include access to energy, energy poverty,
regional connectivity, and sustainable consumption Enhanced focus on
renewables (e.g. wind, hydro and solar) and support to the energy
regulatory framework and strategic orientation is required. Water and
waste managementalso remain a significantproblem.

Strong environmental and social safeguards remain essential, especially
for vulnerable populations in remote areas who would benefit from
awarenessrising.

PUBLIC
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4. Defining EBRD Country Strategy Priorities
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What needs to change ?
(Country Diagnostic)
ATajikistands
competitiveness remainow.
A9O%n of
glacial fed hydropower, impacted by
climate change.
A Businessenvironment andinvestment

producti vity

Can it be changed ?
(Political Economy)

and
A Private secior share grew oveime but

Tajikistanos thesie prgspnceisosii avasive ig m

multiple sectors.
A Fragmented agricultural sector
accounts for about 60% of total

climate remainchallenging, including lack €mployment

of well funded independent judiciary.
A Access to finance, especially by private

Banks prioritise specific sectors for FX
transactions such as exporbriented

sector SMEs, is difficultespecially sources businesses and the import of food and

of local currency.

fuel; highlending rates preclude long

A Businesses face restrictions on currency term Capex investments in LCY and

convertibility.

A Access to energy and water remain
serious obstacles to business activity
and economic growth, exacerbated
by physical climate risks e.g.
water/heat stress and extreme
weather events.

AInfrastructure service provision is
inefficient, strained by poor
collection and large receivables, and
vulnerable to physical climateisks.

A Global value chain integration is
weak, connectivity is hampered by
limited infrastructure.

AMale dominated emigration resulted
in women filling the gap, primarily in
agriculture, while facing significant
gender specific constraints.

A Coverage of drinking water and
sanitation is limited, especially in
rural areas, where over 70 per cent
of the countryds

perpetuate dollarisation.

A Tajikistan has abundant water
resources. Hydropower represents
about 94% of power generation.

A The Power Sector Financial Recovery
Action Plan, adopted in June 2017,
outlines reform measures forBarqi

Tojik state integrated power company.

Almproved relations with Uzbekistan
support regional integration.

A Strengthening of regional connectivity,
including energy and transport
networks, is a key government priority

A Gender based constraints are well
recognised but significant
improvements are needed.

A Totalinvestment needs of the water
sector areestimated around U$ 2
billion by the government, requiring
significant support by IFls and donors.

P @& Ruthbrifiels st@ryly focusvoft S

regionally balanced development.

What can the Bank do ?
(Institutional Capabilities)

A Strong focus on supporting the private
sector through a combination of
financial investment, including LCY
finance, climate finance, policy

engagement, and technical assistance.

A Small Business Initiative tgprovide
dedicated SMEs support.

AInvestment Climate and Governance
Initiative support for business
environment improvements.

A Judicial capacity building and support
for Alternative Dispute Resolutions
through LTT.

A Ability to combine finance with policy
engagement and capacity building to
promote commercialisation and
sustainable development, including
green infrastructure

A Expertiseand focuson building
physicaland regulatory architecture
of energytransmission and
distribution to ensure energy
security.

A Strong track record in regional
integration support.

A Dedicated and expanding
programmes for women and other
target groups, covering finance and
advice.

A Successful examples of policy
engagements to address gender
based constraints.

A Ability to support climate resilient
infrastructure investments in a wide
range of municipalities, including
through Green Cities and GEFF
programmes.

Strengthen
competitiveness and
improve business
environment

Foster regional
integration, energy

reform, and
infrastructure
connectivity

Support wider access
to better
infrastructure and
business services for
women, youth and
less developed
regions

Strategic Priorities What We Want to see
(2020-2025) (Key Objectives)

Improved business skills,
standards and business
sophistication; Diversified
and deepened financial
system products

Improve the quality of
institutions; Strengthen the
rule of law
Commercialisation and
restructuring of SOEs

Improved quality of
infrastructure and enhanced
resilience to climate change
Reinforced and climate
resilient networks for
domestic and intercountry
connectivity

Increased access to finance
and skills

Increased access to climate
resilient infrastructure and
services

Enhanced environmental
protection

PUBLIC
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5. Activities and Results Framework

European Bank

for Reconstruction and Development

Priority 1: Strengthen competitiveness and improve business environment

Activities Trackinglndicators
(Outcomes)

A Providedirect financingto private companies,including debt and equity, as well as targeted credit ) _
lines/blended finance (including first-loss) through financial institutions, including agribusiness, Number of advisory clients
greeneconomyfinancing facilities (GEFFs)Risk SharingFacility, TradeFacilitation (incl. green TFP reporting increased turnover,
and compliance in trade finance), microfinance, and innovative product introduction including employment
FINTECHand IT technologiesfor start-ups. Total number/volume of MSME

A Support for corporates, including MSMEs, with a focus on improving operating loans outstanding of PFIs (incl.
standards/corporate governance,capacity building / training (Advicefor Small Business), value LCY)
chainsintegration, enhancingexport potential, and further industrialisation of the country. Policy recommendations on

A Supportforeign direct investments across all sectors, and promote know-how transfer (adoption LCY capital market accepted by
of international standards) relevant authorities and

A Supportexpansionand deepeningof local currency financing solutions, including through policy stakeholders
engagementon legal/regulatoryreforms.

A Continue supporting Investment Council, working on practical solutions to improve investment
climate and businessenvironment(incl. policy engagementon tax reform and administration).

A Strengthen governanceand procurement standards, including capacity building, training 8 with Legal, institutional or regulatory
focus on increasedtransparencyand enforcement Introduce and implement eprocurement changes to improve the

A Continuepolicy engagementon financial sector reform with National Bank of Tajikistanto improve business environment (tax
supervisory/regulatoryaspects, bank resolution, corporate governance,anti-money laundering 8 regime)
incl. via TCengagementwith selectedfinancial institutions to strengtheninstitutional capacities Policy recommendations

A Supportfor dispute resolutions, including Alternative Dispute Resolution,and judicial enforcement accepted by relevant
for corporaterecovery/ bankruptcy,and enforcementof contracts. authorities and stakeholders

A Supportfor strongerNPLtools in the key areas of financial restructuring.

A Considerengagementwith DepositInsuranceFundto strengthenfinancial sector resilience

A Continue support for commercialisationand restructuring of SOEs,including sector tariff reform Transparent tariff reform/
and loss reduction, in energy,transport and water/wastewater (Barki Tojik, KMK, Tajik Railways), methodology adopted by
includingwider sectoralreform and capacitybuilding/ training. authorities in energy, transport

A Explore potential for greater private sector involvement in key economic sectors, including or water/ wastewater sectors
infrastructure and services , _ , A Legal, institutional or regulatory

A Prepare the ground for PPPdevelopment, including policy engagementon legal framework and

sustainableinfrastructure advisory

improvements to improve
market efficiency as targeted

ImpactIndicator: Corruption Perceptiongndex score(Baseline: 25)
Economiccomplexity ranking(Baseline: 107" out of 128)

PUBLIC WellGoverned
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5. Activities and Results Framework

European Bank

for Reconstruction and Development

Priority 2: Foster regional integration, energy reform, and infrastructure connectivity

Activities Trackingindicators
(Outcomes)

A Finance capacity upgrades, internal networks strengthening, and efficiency
improvements of energytransmission and distribution networks, including to assist in
enhancinga significantenergyexportpotential.

Policy engagementto support the development of a transparent and well governed
regionalenergymarket, includingwell designedpower purchaseagreements

Increase climate resilience and commercial sustainability of energy (esp. hydro),
transport and water infrastructure systems

Explore potential for diversification of energy sources, low carbon transition, and
investmentsin renewableenergygeneration,includingsmall-scale.
Supportupgrade and modernisationof airports and air navigationservices
Exploreinvestmentsin logisticsnetworksand services

A Improved/increased
infrastructure capacity

A Total number of people
benefitting from
improved/increased access to
infrastructure

oo o D e

A Provide financing for the rehabilitation, maintenance and expansion of key road, rail .
and other networks, both domestic and crossborder é including along international A Improved/increased transport

corridors such as CAREC,and building the climate resilience and commercial infrastructure capacity
sustainability of critical transportinfrastructure. A Legallinstitutional or regulatory
A Explorepossibility for improved standardisation/certification in support of international reform to improve trade and
trade. investment frameworks as
A Explorepotential investmentsin digital connectivity. targeted
A Capacitybuilding for project preparation and implementationin the public sector.
ImpactIndicator: Total trade volume/GDP (%{Baseline: 58%) PUBLIC

1
Integrated '-> l,\; @ 14

Foreign currency loans to total loan@Baseline: 49%)



5. Activities and Results Framework

European Bank

for Reconstruction and Development

Priority 3: Support wider access to better infrastructure and business services for women, youth and
less developed regions
Activities Trackingindicators
(Outcomes)

A Support the economic inclusion of women, youth and regions through dedicated A Number/volume of loans extended
financing, advisoryactivities as well as promotion of inclusive procurementand relevant to womered, womenowned firms

policyengagement by PFls
A Continue providing financing and advisoryservicesto women entrepreneursunderthe A Number of operations delivering
Womenin Business programme, and potentially to other inclusion target groups (e.g. policy advice (incl. draft
youth, regions)d includingthrough financial institutions. recommendations for improved
A Promote gender equality by establishing a policy screening mechanismfor 6 g e nd e legal, institutional or regulatory
responsiveimpacta s s e s s ohiavestmentclimate reforms. framework submitted)
A Engagewith the full range of public and private stakeholders, including civil society, to A .
support curriculum and skills developmentsuch as vocationaltraining. Numper o peoplc_e receving
new/improved skills as a result of
training by target group
A Financeexpansionand rehabilitation of climate resilient and commerciallysustainable
water/wastewater, solid waste infrastructure services Number of clients improving quality
A Supportmodernisationand expansionof public transport fleet, servicesand equipment of infrastructure
(e.g. ticketing), includingto improveinclusion of women A Number of people and/or
A Roll out investment activities and policy engagement under the Green Cities household benefitting from new/
e . . . better infrastructure and services
A Explore potential for urban regeneration and regional development under Cultural L .
Heritage Framework,including outdoor and eco-tourism. (ST _"_] IR CEEmeiils
A Improve the climate resilience and commercial sustainability of energy, transportand _ OPPOrtunities
water infrastructure, ensuringalso inclusive, genderresponsivedesignof key services A Total CO2 reduced/avoided
A Explorepotential for expandingGEFFTajikistanto supportless developedrural regions (ton/yr)
A Developclimate resilient and commerciallysustainable livelihoods and regional market
access Supportlow-carbontransition and measuresto addressclimate changerisks.
A Support eligible uranium remediation projects under the EBRD Environmental

A Number of clients that improved

Remediation Account (ERA) for Central Asia, wastewater treatment, solid waste .
environmental standards

management,and other environmentalprojectsin line with the B a n KGBTé&\pproach

ImpactIndicator: Difference between women's and men's labour force pattigipation ratBaseline: 38%) G *%? .
Carbonemissions(Baseline: Transport 53%, Electricity and heat production 7%) fEEl




6. Mapping of International Partners’ Complementarity @
in EBRD Business Areas g nrepesn Bank

o eoen COOREIEOn
£y Competitive
other donorsto supportaccessto finance and

skills of local SMEsand corporates

Green

£ 5 o -
. 8 2 . B @ Investin climate resilient measuresacrossall
B 5 2] . . . .
Indicative average w 2 § = ® S 8 ?E 2 sectors in close coordination with other
annual investments/ g 5 2 3 « o © s 23 £ donorsand IFIs(WB,KFW)
grants (-um, £20B5 > < 2 > ©®6 11 c S = S
2019) 3 £8 § B % B 2 g8 Y & O0F @
o = = = 7] = TS 2 o (2] = 2 = d
= cz g — 2 3] © c c 85 g = Sa [ Integrate
) TS o = ) © = = © (S =T} = o o ® = " . . . . .
< =un a oz w0 £ m ZIZE O £ 30 o Coinvest in regional integration projects
@ @ @ @ ° @ @ together with other IFIs (EU, ADB, WB) and
‘ - - donors while pursuing stronger regional
@ @ @ cooperationthrough policy engagement
Resilient
@ Continue policy engagement on financial
sector reform and energy security in close

coordination with other IFIs and donors (WB,
@ @ IFC,EU) IFlcoordinationon public debt.

n‘}n WellGoverned
@ @ @ @ OCUS on governance improvements and

institutional strengthening, as a part of

G Q /@ e Development Coordination Council and in

close coordination with the EU,WB, IFC,and

@ @ @ other donors.

[\’ Inclusive
Q e @ /@ G /@ @ N e Cooperatewith the EU, WB and other IFIsto
: : advance the inclusion of women and youth
€  Area of significant investments @ Focus mostly on private sector into the labour market and support the
development of local skills through training
opportunities.

P Area of significant policy engagement O Focus mostly on public sector

Note: IFI mapping based on publicly available data (excluding budget support), wiglféq_q' icant IFl investment defined aseeitty 5% of investments signed 16
between 2015-2019. ADB, EU, and IBRD provide grants only, and all public sector projects require at least 35% grant element.



7. Implementation Risks, Environmental and Social @

° ° European Bank
Implications enebee
Risksto Strategylmplementation Probability  Effect Environmental and Social Implications

A Assessment and Management of E&S Impacts. Ensure that direct, indirect,

A Fiscal Issues 8 Large infrastructure projects, cumulative and transboundaryE&Simpacts of projects are appropriatelyassessed

such as Roghun hydropower plant, are a major and mitigated. Consider capacity building in environmental and social in E&S
; f fiscal str e el ,dn Donor assessments, strategic assessments, E&S management systems and contractor
sollres el el BlEs 2| solzelrisss BOno management may be required to support the adoption of good international

funding is contingent on an IMF program practice.

Tajikistanremains at a high risk of debt distress A Labour and Working Conditions Ensure that ¢ | i eHRtpslidies and labour
given a large share of Fxdenominated debt, practices comply with EBRDrequirements, particularly in respect of addressing
large repaymentscomingin 2020-25 and low FX labour terms and condition requirements contractor management, potential

discrimination in the workplace and promotion of equal opportunities. The Bank
will pay particular attention to preventing genderbased violence on projects and
support clients in developing and implementing policies and mechanisms that
address sexualharassment,abuse and exploitation

reserves

A Political Stability- a challenging geopolitical

!ocatlon, AUSHE o el e and need to A Resource Efficiency and Pollution Prevention and Control Develop capacity
implement reforms and create jobs for young building initiatives in the infrastructure sector. Identify and develop waste and
population highlight the risks associated with the water resource efficiency projects and consider technical assistance particularly
need for political stability. whenaddressingcross borderissues.

A Health and Safety. Aim to improve H&S standards across all sectors. Road and
traffic safety are priority issues and engagement with clients and other

A Public Sector Implementation Capacity stakeholdersmay be required. TCfunds to supportthese activities may be needed

undgrdeveloped !nSt'tUt'onS _hlnder preparation A Land Acquisition, Involuntary Resettlement and Economic Displacement Ensure
and implementation of both infrastructure that any projects requiring acquisition of land comply with compensation and
projects and business environment livelihood restoration requirements of the Bank, with special attention on informal
improvements. land users, vulnerable groupsand monitoring provisions

A Biodiversity Conservation and Sustainable Management of Living Natural
Resources Develop capacity building initiatives for biodiversity assessmentsthat

A Corporate Governance / Integrity equal playing will ensurethat speciesand habitats of conservationimportanceare protected.
field and rule of law must be instilled into A Cultural Heritage Work with clients to identify and consult with key stakeholders
business practices to turn from donor funded relating to projects within areas recognised as culturally important and protect

sensitive cultural heritage.
A Financial IntermediariesEnsure that FI partners have adequate E&S capacity and
risk management procedures in place.

economy to developing economy.

A External Factors the economy relies on A stakeholder EngagementSupport clients in developing and implementing
remittances, mostly from Russia, as well as the stakeholder engagement plans to ensure meaningful public disclosure and
relation with its neighbours to reach markets and consultation is carried out as part of the E&S assessment and during the project
ensure energy security. implementation.

A Monitoring and supervision: Work with clients to monitor E&S performance and
address |l egacy issues associated with

pUBLIC .



8. Donor Co-Financing Assessment

0

European Bank
for R uction and Devel

8.1. NeedsAssessment for the New Country
Strategy Period

8.2. PotentialSources ofDonor Funds

Donorfunding will be required to achievethe strategic objectives of
the CountryStrategy,includingfor:

Advisoryservices and training to enhance skills development and
capacityof MSMEs

Policy engagementand training to strengthen institutional capacity
and the wider business environment, including in the judicial and
financial sectors

Due diligence, implementation support and CAPEXgrants to help
supportinfrastructure projects which improve quality, connectivityor
climate resilience,includingin the road, aviation and energysectors

Risk sharing instruments and TC support to facilitate access to
finance and advisoryservicesfor womenentrepreneurs

A

Improvingaccessto municipal infrastructure servicessuch as water,
solid waste and public transport by providing project preparation,
implementation, corporate developmentand/or co-investmentgrant

A

Supportfrom the EUis primarily channelled through thénvestment Facility for Central
Asia (IFCA)TC and cénvestment grants are available fopriority sectors such as energy
infrastructure, environmental protection & climate change resiliencand SMEs

TheWomen Entrepreneurs Finance Initiativé\(EFi) has made overdS$20 million in
grants availableto promote skilldevelopment andaccess to finance for wome#ed
SMEs, as well as associated policy engagementfaur countriesincluding Tajikistan

TheEarly Transition Countries (ETEundis committed to allocate at least 70% of its
resources to the low and lowemiddle income countries of Central Asia. In Tajikistan, the
fund has been financing infrastructure project implementation suppoand projects

which increase private sector employment. Funding may also be available through the
Small Business Impact Fund (SBIR)r supporting SME development and growth.

Funding frombilateral donorswill continue to be pursued

Tajikistanis eligible forfunding for green initiatives from theGreenClimate Fund (GCF)
Global Environment Facility (GEBRhd Climate Investment Funds (C)F

The EBRD Shareholder Speci&dund, via its ETC window, has been and will continue to

support, includingunder the GreenCities Framework be an important source of complimentary TC and @avestment fund resources
Selected Affordability Indicators Donor finance dumfi n Current Grant Funding Needs

EBRD regione

percentile rankt
GDP per capita (PPP, current. 3416 Lowest
US$? ' COO
ODA Country YES N/A
ODA as share of Gross National 2015
d
Income (%) EHete 2
ODAper capita (US$ current 34.07 ogth

pricesy
Sources:? IMF @018), 3 OECDZ017)

1. Simplepercentile rank reported as the share of EBREconomies thatare represented belowTajikistan.

2016
m TC grants (commitments/earmarks) (est.

m Co-investment grants (signings)
m Donor funded loans (signings)

2017 2018* 2019

needs)

*Over 85% of cainvestment grants and 100% of donor funded loansm Competitive E Green ® Inclusive
are for the QairokkumHydro Power Plant Climate Resilience Upgrade .
Y poracy Integrated m Resilient = Well Governed

4. The 2015 TCdata is based oncommitmentsas at the end of March 2016 (the latest available date before data migraticlw a new Donor Funds System2016-2018 TCdata is based onearmarksat the projectlevel. Cainvestment

grants and donor funded loan amounts are based on client signings.

5. Estimated grant funding needs are basedn the operational needs reported by banking teams for projects tghg gtanted2019. Estimated funding needs generally exceed actual grant use as some needs may not materialise, may

be delayed, or may be split into several years of fundraising efforts due to operational needs and realities.
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Annex 1 — Political Assessment in the Context of Article 1 @

European Bank
for R uction and Devel

The Republic of Tajikistands commitment to and appl i mgée Baokoveptiie t h
previous Country Strategy period has received a mixed assessment by relevant international bodies. They have welcomed spnogements in

the legislative framework, while raising concerns about retrograde steps in other areas. They have also raised a seriesoérrs about the
application of the legal framework for democracy and human rights in practice

Since independence in 1991, Tajikistan has faced unparalleled challenges in establishing its statehood and basic civil peBloe country was
wracked by a Civil War from 19987 in which between 50,000 and 100,000 people died. The unstable security situation in neighlrng
Afghanistan, which has a large ethnic Tajik minority, provides another point of reference. Tajikistan has made great pbhiicbkeconomic

progress in the past twentyearsandt he countryds | eadership enjoys wide respect fro
economic growth. During the previous Country Strategy period the leadership has brought about a shift away from the inclalitieal

arrangements which emerged out of the 1997 Peace Accords, which brought the Civil War to an end, to a more centralised mittled sharper
focus on building a strong nation state, enhancing the implementation of reforms and providing reassurance over the conyirfiit t he c o u
leadership.

The 2016 constitutional amendments, which strengthened the presidency and streamlined decisioaking but restricted the spacedr political
debate by outlawing parties based on religious principles, were central to this shift. The constitutional law of Novembe62@hich granted
President Rahmon special status and lifgme powers, was also significant. The mixed assessment by relevant international bedieo f T aj |
commitment to and application of the principles set out in Article 1, referred to above, reflects these changes. After thetmexcent round of their
annual human rights dialogue in October 2018, the EU welcomed legislative measures, including in the fields of the prevenfitorture and
promoting gender equality, but expressed concerns ab oruofthe UNHumanr a
Rights Committee published in August 2019, praised a series of legislative measures adopted by the Tajik leadership butdramecerns about,

inter alia, the independence of the judiciary, problems with electoral regulations and practices, restrictions on freedoexpfession and freedom

of association. Both bodies expressed a series of concerns about the paaplementation of legal safeguards for humanights.!

Free Elections and Representativ€overnment
Free, fair and competitiveelections

The Constitution of the Republic of Tajikistan, adopted in 1994 and amended in 1999, 2003 and 2016, sets out the legal bdsisthe conduct of
free elections. Article 6 states that, o0The highest @ecrteicanse.xdrrle
and 65 state that elections for the lower house of parliameniMajlisi Namoyandagof and the presidency are conducted on the basis of an equal
and direct franchise with a secret ballot. Article 27 states that procedures for the conduct of elections are set out in tibuigsonal laws and other
legislation.

1 EUTajikistan Human Rights Dialogue, Press Release, 26 October 2018; Human Rights Coml%lé%l@dingobservations on the third periodic report of ajikistan, 22 Augus2019. 20



Annex 1 — Political Assessment in the Context of Article 1 @

European Bank
for R uction and Devel

The lower house of parliament (Article 57) is responsible for the formation of the Central Commission for Elections and étefems (CCER) and
the election and dismissal of its members (and the appointment of the Chair and Deputy) as proposed by the President. InZuih@,

parliament approved a new law On the Central Commission for Elections and Referendums. Its provisions include giving tihefstia¢ CCER an
enhanced status and salaries from the state budget. It also prevents members of political parties from being members of tDERand lower
level electoral bodies. It is too early to assess the impact of this new law.

Since independence in 1991, elections in Tajikistan have been conducted on a regular basis and the principle of universélagg has been
observed. Since the end of the Civil War in 1997, there has been a choice of candidates for voters to choose from in presidiehections and a
choice of parties in parliamentary elections. OSCE/ODIHR has regularly sent full missions to observe elections in Tajilgsteny them a mixed
assessment. The report of the OSCE/ODIHR Election Observation Mission (EOM) on most recent presidential election in 2013dezhthat,
Othe electioné took place peaceful |y, but restricti vendwemndfuldat e
pluralism. 20

The most recent national elections in Tajikistan were to the lower house of parliament in March 2015. The report of the OSDHR EOM
concluded that while they provided political alternatives and some improvements had been made to electoral legislation, th&joplace in a
restricted political space and failed to provide dthélegislative franheaorki n
political environment and administration of the elections and made a series of recommendations for the conduct of fulextions® The UN
Human Rights Committee has expressed concern about shortcomings in the legislative framework for the conduct of electiohgling:

limitations on the right to stand for election and the lack of independence of tHeCER.

Separation of powers and effective checks andalances

The Constitution sets out the legal basis for the separation of powers. Article 1 states that Tajikistan is a presidentpalbigc and Article 9 states

that, oState power is implemented on the basis of i ntsghamerswithei on
Constitution clearly set out the roles and prerogat iePeessiodfe nta r(l
of state and the executived), the Government (essenti axkedismg an i m

oversight) and the Courts (the independence of the judiciary is dealt witblow).

2 Republic of Tajikistan. Presidential Election, 6 November 2013. OSCE/ODIHR Election Observation Mission. Final Reportuafyet14, p 1.
3 Republic of Tajikistan. Parliamentary Elections, 1 March 2015. OSCE/ODIHR Election Obsenvaliéia IMSsion. Final Report. 120W%yp 1. 21
4 Human Rights Committee. Concluding observations on the third periodic report of Tajikistan 22 Aug040, paras 545.



Annex 1 — Political Assessment in the Context of Article 1 @

European Bank
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The division of formal competences between the President and the other branches of power is weighted in favour of the foitherPresident
sets the basic directions of the countryds internal amindsters astwellras a
the heads of executive bodies at the region&vel, with post factum confirmation byparliament, and appoints and directs the Security Council.
Perhaps more significantly, the incumbent PresideEEmomaliRahmon has been in office since 1994 and has accumulated considerable

i nfor mal power independent of constitutional and | e g adalstpbilitg sinces i o
the end of the Civil War and has established unrivalled authority within the broader political system and society

Since the end of the Civil War, the de facto dominant role of the President has increasingly been given de jure expressiostitGtional
referendums in 1999 and 2003 increased the presidential term from five to seven years and the term limit from one to twoef&nrendum in
May 2016 approved 41 constitutional amendments, which were passed into law by parliament in December, and which removedrafi limits
from the presidency and reduced the minimum age for a candidate for the presidency from 35 to 30. In November 2016, Parliarapproved a
constitutional law which granted President Rahmon the title, Founder of Peace and National Uhityader of the Nation, and alg a series of
life-time prerogatives, including the right to address the nation on important issues, take part in sessions of parliament dr@Security Council
and be consulted on major policy issues

Article 46 of the Constitution states that the President has the right to declare a state of emergency in situations wherestitutional bodies
cannot function normally but also, including in Article 47, establishes a series of protections against the abuse of thatqgative. The legal

basis for a state of emergency is set out in a specific constitutional law. The UN Human Rights Committee has raised conaleons the non
compliance of the |l aw On the state ofobligatoesP gency with Tajikistan

Effective power to govern of electedfficials

The Constitution sets out the | egal basis for Taji testshtaatn 6tsh ee | ceuc:
power or its appropriation is forbidden. 6 The Const i trelecteddodies] e s c
which ensures that they can perform their roles effectively. The 2016 constitutional law granting President Rahmodifife prerogatives may
infringe on the powers of elected officials andodies, but this has yet to be demonstrated in practice

I n a clear break with the countryds Communi st past wh e rolconstittio@o m
bodies from behind the scenes, Article 6 states t hantividuabHdothepighbtd i

usurp state power. o6 Article 8 continues, 0The i deol ocedasastdte no pa
ideology. o6 It also states that, OReligious associatndonke arienaeg@
political parties by foreign states and organisations, foreign

5 Human Rights Committee. Concluding observations on the third periodic report of Tajikistan 22 August2019, paras 21-2.
PUBLIC 22



Annex 1 — Political Assessment in the Context of Article 1 @
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The Tajik armed forces and security services are under the direct control of the President and do not play an autonomougwbléh e coun't
decisiorrmaking processes. Religious, corporate or other nelected entities do not wield excessive power over elected officials

Civil Society, Media andParticipation
Scale and independence of civBociety

The Constitution sets out the | egal basis for a fr andesetuglandopdratev e
in the framework of the Constitution and | aws. 6 Ar t tizerhasth 8ghtdot at
participate in the creation of political parties, trade unions and other public associations, to voluntarily join them ara/&et hem. 6 Si nc
independence, civil society organisations (CSOs) in Tajikistan have developed and play an importanirpfvéec ount r yds publ i c
mid-2000s a series of legislative measures somewhat reduced the scope for CSOs to operate but, nonetheless, it is estimatedtibet are
around 3,000 CSOs currentlyegistered.CSOs are able to exert a meaningful influence on government decisinaking and in delivering

services to the public

The law on public associations, which was adopted in 2007, which required all CSOs to undergegistration, signalled a morgestrictive legal
environment for CSOs. More recently, in December 2018, parliament adopted amendments to the law On public associations \whjzsed

new requirements on CSOs to report on their finances and to store a wide range of information about their activities, dffieied members for

five years and to be ready to provide that information to the authorities. The Press Release issued at the conclusion déttte round of

di alogue between the EU and Taji kistan on human rights siocietyaddt ob
human rights defenders] continue to experience.O0 The EUWemergaofcwlur
society organisations inthelasma ki ng process. 6 The UN Human Rights Commi t tseicion$ a ¢
on CSO¢

The legal framework for independent trade unions and the defence of labour rights is in place. The ability of trade unionpdcate effectively is
limited by the weakness of their organisations in the workplace and the salience of the informal sector in the economy

Independent, pluralistic media that operates without censorship

The Constitution sets out the | egal basis for free meeth messtandthep e
right to use mass media.dé6 It goes on to stipulate t head , HoOVWd \adre,
states that, oOPropaganda and agitation stirring up rbidadeinald, |rma aie

international bodies responsible for monitoring and promoting free media have expressed concern about growing restrictions.

6 Human Rights CommitteeConcludingobservations on the third periodic report of TajikistarP22B ugust 2019, paras 21 23
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In June 2017, the UN Special Rapporteur on the promotion and protection of the right to freedom of opinion and expressiotigheil a report

in which he made a series of recommendations incl udi ngindulated frome e d
Government al interferenced in |ine with internationaltgatdadanmdidar ds
strongly condemned by State officials’6In the Press Release issued at the conclusion of the tenth round of dialogue between the EU and
Taji kistan on human rights in October 2018, the EU 0urgseahdefired i k
that access to information is a vital part of a democratic state and called on the Tajik government to facilitate accesalfigr our nal i st s
Human Rights Committee has set out a number of concerns relating to restrictions on free expression including: criminalisatimsult or libel
against the President and insult against other state officials; state control over the media resulting in-seffisorship and haassment of
independentjournalists 8

Multiple channels of civic and politicaparticipation

The Constitution sets out the | egal basi s for c¢i t Thedtiress have thepright to i
participate in political | ife and in managing t he &Sitmbodes, eublicher
associations, political bodies and officials are obliged to ensure that everyone has the opportunity to have access to afa@htiliarise
themselves with documents, which concern their rights and interests, except cases which are stipulated in law

As set out above and below, although the space for civic and public participation has reduced, civil society, including rmue&SOs, and
political parties still offer Tajik citizens a range of opportunities to participate in public life.

Freedom to form political parties and the existence of organisexpposition

The Constitution sets out the legal basis for citizens to form political parties and take part in organised opposition.|A2& states that,

oCitizens have the right to form associations. Th e towoluntarizy @inthdma s
and |l eave them. 6 It continues, oOPolitical parties fssofipdliical pluraismt h
and take part in political |ife. Their structur e amidersapartyipaliticdl y m

scene in Tajikistan until the beginning of the period covered by this Political Assessment at which point new restrictioms weoduced.

7 Reportof the Special Rapporteur on the promotion and protection of the right to freedom of opinion and expression on his missidrgtkistan, June 2017, paras75-8
8 Human Rights Committee. Concluding observations on the third periodic report of TajikistanP22BNuljust 2019, para8.47 24
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I n the March 2015 parliamentary elections, six pol it isbDembcratc®arty i e
of Tajikistan, which is headed by President Rahmon and has won a majority of seats in every parliamentary election since, 2000ing 51 out

of 63 seats. The Islamic Renaissance Party of Tajikistan (IRPT), which had been represented in parliament since the enel Gi/thwar, was not
able to gain representation. In September 2015, the Supreme Court ruled that the IRPT was a terrorist organisation and baiin€te decision
came after violent clashes in Dushanbe between Government forces and militants loyal to a former deputy defence ministes.imdve was
criticised by many western countries andrganisations? Subsequently, leading members of the IRPT were arrested and sentenced to long
prisonterms.1® The 2016 referendum on amendments to the Constitution approved provisions banning political parties based on religion

The UN Human Rights Committee has expressed concern about the ban on religious and ethHigised parties introduced by constitutioal
amendments in 2016.lthasal so expr essed ¢ on c-eotinated a@asmenttofopposdignanembers tbahundeymines
genuine political pluralism.o6 It noted in this r ega rou?24ohganisationt a t

Rule of Law and Access Taustice
Supremacyof the law

The Constitution sets out the legal basis for the rule of law and access to justice from the outset. Arfictéatest hat Taj i k4 st an
governed stated6, Article 10 sets out a series of basi ernapce Indicatirsp |
suggest a steady deterioration in the rule of law betwe€15-17.12 In his annual State of the Union address to parliament in December 2018,
President Rahmon underlined the i mportance of oOr ai si ngdngadlavbgsedp u
state and civil society and also ensuring the supr enpepgaeaneiv t he
programme of judicial and legal reform for 20121.

The independence of thgudiciary

The Constitu

tion sets out the | egal basis for the idepeshéeptand dsevorkis
carried out b

i

y judges in the name of the state. 6 Ttlesaseindependeotarfdi r
are only subject to the Constitution and the | aw. dgestrgoy therightafc e
i mmunity. o6 Otherwise, Article 84 states that, o0The mautmar i n wh
constitutional |l aw. 0

°The EEAS Spokesperson issued a Statement on 1 October 20056, owhtbbk taecddbmadvftpel otuttcawi egpokss
10 The UN Special Rapporteur on the right to freedom of opinion and expression expressed his dism r@;e sentencing deHRBG. Press Statement, Jun2016. 25

11 Human Rights Committee. Concluding observations on the third periodic report of Tajikistan 22 A

ra 53 and55.

2Taji kistands Rul e of-1.0640wl.35 and its percentlenranking dravnl3.i4rtoBh7.
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Article 84 sets out the basis for the judicial branch to manage its own affairs. The abolition of the Council of Justicewiolg the referendum on
constitutional amendments in 2016, and the transfer ofjudiciat s powe
appointments. However, his powers in this area remain considerable. Article 69(8) states that the President proposes careldat the chair

and other leading posts in the Constitutional Court, the Supreme Court and the Supreme Economic Court to Parliament forrap@oit and
dismissal. Article86 sets out the prerogative of the President to appoint and dismiss judges for all other courts according to procedures laid
down in a constitutional law

TheUN Human Rights Committee has expressed concern about t keeedbynd
the executive and legislative branches; the criterion for selection, appointment, reappointment and dismissal of judges;thedack of security
of tenure of judges. o6 |t has set out a siesueés® s of concerns about

Government and citizens equally subject to thaw

The Constitution sets out the legal basis for equal application of the law to all citizens regardless of their status. Ardiel st at es t ha
and all its bodies, officials, citizens and their associations are obliged to observe and fulfil the Constitution and theslefiv t he Repub |
17 states that, OAlIl are equal before the | aw and c oryonethas.thé righttot i
demand that their case is dealt with by a competent, independent and impartial court, formed on the basis of. ladv

TheUN Human RightsCommittee haswelcomed the expansion in the mandate and monitoring functions of the Commissioner for Human Rights
(Ombudsman) in 2014 and 2016 and ithas recommendedthat the Tajik authorities step up their efforts to ensure that the Ombudsman was
fully compliant with international standards (the Paris Principled).has also expressed concern about a dramatic decline in the number of
defence lawyers following changes to legislation in November 2015 and reports of the harassment of lawyers involved ingadijitsensitive
cases!4

Effective policies and institutions to preventorruption

The Tajik authorities have recognised that corruption is an issue and have taken steps to tackle it. The main body chargedig¥ting
corruption is the Agency for State Financial Control and Combating Corruption (ASFCCC), which was established in 2008 jiK laeifharities
have adopted an AntCorruption Strategy for 201220. In his annual State of the Union address to parliament in December 2018;eBident
Rahmon called for the ASFCCC and other relevant state bodies to intensify their work to combat corruption and to preparpdated law On
corruption to replace the 2005 law.

13 Human Rights Committee. Concluding observations on the third periodic report of Tajikistan 22 August 2019, para8.37 o ) .
14 Human Rights Committee. Concluding observations on the third periodic report of Tajikistan 2'2_,@&%&:2019, pard8 and 39-40. The Commissioner for Human Rights had been established 26
after a law was passed in 2009.
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For the moment, Tajikistands record in tackling corrupdsieadyn i n pi
deterioration in the control of corruption criterion betweef015-17.15 Its score on the Transparency International Corruption Perceptions Index
since the last Country Strategy was approved has barely changed and was 28018.16 Its ranking has varied more, mainly because of
fluctuations in the performance of other countries, and in 2018 was 152 out of 180 countries

The UN Human Right€ommittee haswelcomed the adoption in 2016 of procedures to analyse corruption risks in organisations, the increase in
penalties for bribetaking in 2018 and the Plan of Action to implement the recommendations made by the OECD in the framewotkeo2018-19

l stanbul Action Plan, it remained c onc eeekingty pablicoffictals, & widgppor retasd . toh al tt
recommended amendments to legislation regarding the definition and criminalisation of all elements of corruption and thersjteening of the
ASFCCC to enhance its independence and to enable the investigation of complex and high ¢exgels 1’

Civil and PoliticaRights
Freedom of speech, information, religion, conscience, movement, association and privateperty

The preamble of the Constitution sets out a sol emn c o nomhetequalnights t
and friendship of all nations and peoples, ai ming tioarangedduaan@es]
of the fundamental civil and political rights of citizens, including free speech, access to information, freedom of religiot conscience, free
movement, free association, leggbrotection for private property and the impermissibility of forced labour

Tajikistan has a longstanding and constructive engagement with UN human rights bodies. It underwent the Second Cycle of theetsail Periodic
Review (UPR) in 2016. In June 2017, the Tajik authorities adopted a National Plan of Action for 20@7o implement the UPR
recommendations. Tajikistan has a regular and lorgganding human rights dialogue with the EU. The Press Release issued at thectusion of

the tenth round of dialogue in October 2018, wel comed plshorkingess i
space for human rights in Tajikistan. The continuous imprisonment of political opponents, harassment of members of theirli@srand lawyers
representing them... 6 The Tajik authorities have partici msvaread i 1

but not on every occasion.

BTajikistands Control of -CkBtor-1Bpadndits percentl@rankingfwemli.54doo78h f r om
16 In 2015 Tajikistan scored 26, in 20163 25 and in 2017 & 21. PUBLIC 27
17 Human Rights Committee. Concluding observations on the third periodic report of Tajikistan 22 August 2019, parag2L1
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Politicalinclusivenessfor women, ethnic and otheminorities

The Constitution sets out the legal basis for inclusiveness and equality, including in the areas of gender and ethniciigleArt 1 7 st at es
state guarantees the rights and freedom of everyone, without regard to nationality, race, gender, language, religion, pbtbavictions,
education or social or economic status. Men and women ahbase® t he
promote the realisation of these aspirations. In his annual State of the Union address to parliament in December 2018, PeggiBRahmon
committed his administration to Oyet more raise the rmnbereofwamed pl
working in state bodies had grown significantly and accounted for 19% of jobs in leading roles

According to the 2010 census, ethnic Tajiks make up 84.3% of the population of the Republic of Tajikistan. Ethnic Uzbek8¥d)&onstitute the
| argest minority with significant numbers of Kyrgyz rethdic Russi an
communicationdé and states that, O0AIl I nations and peoratliewse ilndradu
GornoBadakhshan Autonomous Region (GBAR), in the light of its historical and ethnic specificities, enjoys special administraaittes sArticle
82 of the Constitution grants the GBAR assembly t he esiofghe GBARInthe e
social, economic, cultural and other spheres are defined by a ¢

The UN Human Right€Committee has welcomed theonstitutional and other legislative provisions to ensure inclusivity for women and other
minorities but has expressed concern about the lack of comprehensive aliscrimination legislation. Ithas welcomedmeasures that had been
adopted to promote gender equality, including the 2022020 National Strategy,to promote the role of women and the Action Plan for 2015
2020 but raised concerns about the continued underepresentation of women in public life and the persistence of polygamous mages.
Similarly, ithas welcomedmeasures taken to address the issue of violence against women, such as the State Programme on the Prevention of
Violence for 20142023, but it expressed concern that gendebased violence and domestic violence remains prevalent and is largatyder-
reported8

Freedom from harassment, intimidation andorture

The Constitution sets out the legal basis to ensure that citizens are free from harassment, intimidation and torture. Arflicdet at es t hat
honour, dignity and other natur al rights of the persanésguamanteed by the |

state. No one can be subjected to torture, i nhuman tr eahdnent an
communications are inviolable. The establishment in 2014 of a Joint Working Group under the Human Rights Ombudsman to manitditions

in places of detention and the work being done to draft a Strategy for Reform of the Penal System has been widely welcorviddCiety,

through the AntiTorture Coalition, is active in working to eradicate torture and other forms of mistreatment.

18 Human RightsCommittee. Concludingbservations on the third periodic report of Tajikistan 22 August 2019, paras 43}, 17-18 and 19-20. The Concluding observatianon the sixth periodic
report of the Committee on the Elimination of All Forms of Discrimination against Women published)pNevember 2018 contaimedame concerns and recommendations and a more-gfepth 28
analysis of the issues
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In June 2018, the UN Committee against Torture published a report containing a series of concerns about the situation ikistaj including
oall egations theantmentucenanduiel t o be routinely pr ac tteiotpeosecubons. | a
Its recommendations included: ending a culture of impunity for torture andtibatment, ensuring better access for the Humanights

Ombudsman and the Joint Working Group to places of detention and provide better legal safeguards for detainees. The ICRGal@asmduct
regular visits to places of detention in Tajikistan. Prison riots at the end of 2018 and spring of 2019, in which a numbeinofates died, have
ensured that the issue of prison caonditions will remain on the

The UN Human Rights Committee, whilelias welcomedmeasures taken to combat torture, including amendments to the Code of Criminal
Procedure in 2016,has expressedc oncer n about 0r drgatnent of pesdns demrived of their liberty, inclliding human rights
defenders and political opponents. lhas alsoexpressed concern about the absence of an independent mechanism to investigate allegations of
torture.’® In June 2019, the UN Working Group on Arbitrary Detention issued a ruling declaring the detentidduatirgmehrYoroy Tajik human
rights lawyer and member of the opposition Social Democratic Party of Tajikistan, unlawful and demanded his immediate anongitonal
release?°

19 Human Rights Committee. Concludingpservations on the third periodic report of Tagkistam August 2019, paras 31-2. L ) )
20 UN Bodies had earlier called for the release of other arrested activists. In' May 2018, the UN \Q?gghﬂg@roup on Arbitrarptideteeleased an opinion finding IRPT deputy chairmdfahmadali .
Haydedention and i mprisonment since Septem 016 a Vi ol farthis immediaté rel@asej Im July 2018atmed)sl Himart e r fitiona
Rights Committee, urged the immediate release of opposition figu#aydSaidov.



