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Abstract. One of the macroeconomic instruments of state activity is the public debt. For the stable functioning
of the state, the fulfillment of all strategic goals and the fulfillment of obligations assumed, the state attracts
borrowed funds, distributing them to finance the relevant budget expenditure items. The state of public finances
is influenced by numerous parameters of the country’s macroeconomic policy, including, of course, the level of
public debt, the policy of the state in terms of its management. In world practice, the use of government
borrowing is widespread to ensure a balance of budget revenues and expenditures. State borrowing is inherent
in all countries of the world, and this is the norm in current realities, and the Republic of Kazakhstan is no
exception.

The amount of public debt varies significantly from country to country. In some states, this is a significant
ratio of public debt to GDP, while in others it is low. In this regard, the question of effective management of
public debt and the impact of public debt on the economic security of the country logically arises. Effective
public debt management assumes that the state has the ability to control the volume of its debt obligations, the
main parameters of financial stability, such as the stability of the stock and financial markets, requlate economic
processes, as well as establish the necessary norms and rules for the functioning of public debt.
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Introduction

In Kazakhstan, the types of risks that can affect the country's economy are considered by the
Government when developing the Social Economic Development Forecast (PSED) for the medium term, which
is the basis for planning the republican budget.

Since 2018, an assessment of the sustainability of public finances has been presented as part of the
FSED. According to the experts of the International Monetary Fund, despite the disclosure of a set of risks in
the PSED, the current modeling methods are limited to the analysis of a narrow range of mechanisms for the
impact of macroeconomic risks, built on the supply side of the economy. As a result, there is an
underestimation of the degree of influence of economic shocks on budgetary positions, which leads to the
realization of budgetary risks.

At the same time, indicators of socio-economic development are projected for five years and budget
parameters are drawn up for three years. At the same time, the observed trend in other countries associated
with demographic indicators, such as population aging, an increase in the birth rate, or with climate change,
is also relevant for Kazakhstan, as it has consequences for economic growth, pension programs, health and
social services, taxation and others, which will also affect the parameters of the state budget.

For Kazakhstan, the introduction of a system for managing budgetary risks and assessing the long-
term sustainability of public finances is an important addition to the currently used strategic planning in the
budget process. Uncovering fiscal risks and evaluating long-term sustainability will help balance the costs and
benefits of policy decisions and provide insight into long-term pressure points.

One of the important directions in the formation of an effective state policy in the field of ensuring the
sustainability of public finances is the reform of the mechanism of public debt management [1].
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Methodology

To reform the mechanism for managing the public debt of Kazakhstan, it is necessary to ensure
transparency in the methodology for calculating the safe level of public debt, as well as the introduction of a
mechanism for analyzing the effectiveness of external borrowing.

In this paper, the usual least squares (OLS) and vector autoregression (VAR) models are used. Based
on empirical data, an analysis was carried out on the ratio of public debt to GDP, the structure of public debt
of Kazakhstan by the main variables. Such an empirical analysis is necessary to assess Kazakhstan's public
debt management strategy. The goal is reliable management of the country's debt.

Discussion

Five theoretical models of public debt management are considered: Giavazzi and Pagano (1990) [2],
Calvo and Guidotti (1990) [3], Missale, Giavazzi and Benigno (2002) [4], Barro (2003) [5] and Giavazzi and
Missale (2004) [6].

Taday, there are three basic approaches to public debt management in the scientific community. The
dynamic inconsistency of fiscal policy is the basis for the models of Giavazzi and Pagano (1990) and Calvo and
Guidotti (1990). The optimal structure of public debt in external public expenditures is considered by Barro
(2003) from the side of smoothing the tax burden. And the following concept of Javazzi, Missale and Benigno
(2002) and Javazzi and Missale (2004), which is based on the stabilization goal of the ratio of public debt to
GDP. All these three approaches are united in one thing: increasing the average maturity of public debt and
partial debt indexation are optimal strategies.

Result

As the analysis shows, the fiscal policy of Kazakhstan in 2021 was characterized by an increase in
budget spending on social assistance and social security (an increase in pensions, scholarships, benefits),
healthcare, education, and defense as part of the continued fight against the consequences of the COVID-19
pandemic.

The formation of a budget with a deficit contributed to borrowing from the Government to cover it
and an increase in public debt.

In general, the debt policy of Kazakhstan is aimed at implementing government borrowing on
acceptable terms to finance the budget deficit and keep public debt at a safe level.

However, one cannot fail to notice a sharp increase in the state budget deficit in 2019-2021. This is
explained by the growth of government spending and the reduction in revenues, primarily due to the
reduction in oil prices. Comparative dynamics of public debt and budget deficit (Figure 1) clearly illustrates
the role of the budget as one of the main factors in increasing the public debt of Kazakhstan.

The increase in the budget deficit had various reasons, but its jumps, as a rule, occurred during the
years of falling oil prices.
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Figure 1 - Dynamics of the state debt of the Republic of Kazakhstan and the budget deficit

Importantly, over the period from 2013 to 2021, the level of public debt increased from 12.5% of GDP
to 27.0% of GDP. Over the same period, in nominal terms, the public debt increased 5 times (from 4.4 trillion
tenge in 2013 to 22.0 trillion tenge in 2021) (Figure 2).
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Source: Ministry of Finance of the Republic of Kazakhstan

Figure 2 - Dynamics of the public debt of the Republic of Kazakhstan and the ratio of public debt to GDP

About 80% of the public debt is the debt of the Government, which increased from 4.4 trillion tenge in
2013 to 18.7 trillion tenge in 2021, or from 10.1% to 23.0% of GDP.

The increase in government debt has led to an increase in the cost of servicing it. Republican budget
expenditures on servicing government debt increased from 177.3 billion tenge in 2013 to 977.7 billion tenge in
2021, or from 2.8% to 6.4% of the total republican budget expenditures.

In this regard, the main task of the Government will be to contain the growth of public debt and the
cost of servicing it.

The ratio of public debt to GDP reached 27.04% (in 2020 —29.4%) and exceeded the limit of 27%
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established by the New Budget Policy Concept. This fact indicates inefficient planning and management of
public debt.

The debt of the Government of the Republic of Kazakhstan increased by 12.4% to 18,730 billion tenge,
which is 23% of GDP (in 2020 - 23.8%) and approaches the established limit (25%) (according to the draft
Concept — no more than 23 0% of GDP in 2021).

It should be noted that the established limit of government debt (18,260 billion tenge) is exceeded by
470 billion tenge (in 2020: limit — 15,500 billion tenge, excess — 1,158 billion tenge). Explanations of the
Government about the objective reasons for exceeding the limit due to the exchange rate difference The
Accounts Committee, as before, considers it not quite justified, since the limit is exceeded both in tenge and in
US dollars. Thus, the limit for 2021 was determined at the rate of 425 tenge per US dollar, in fact, the rate was
431.67 tenge per dollar. At the same time, when recalculated at the rate taken for calculation, the limit in dollar
terms is 43 billion US dollars. In fact, the debt of the Government amounted to 43.4 billion US dollars,
exceeding the limit by 0.4 billion US dollars.

Domestic debt reached 11,330.4 billion tenge (26.2 billion dollars) with an increase of 16.1% compared
to 2020, external debt - 7,399.5 billion tenge (17.1 billion US dollars) with an increase of 7.3%. As a result, the
share of domestic debt increased to 60.5% (in 2020 — 58.6%), the share of external debt decreased to 39.5% from
41.4% in 2020. Despite the improvement in the structure of government debt, a significant share (52.4%) of
Eurobonds in external debt remains. As the analysis shows, the policy of borrowing through the issuance of
Eurobonds is not aimed at minimizing the cost of servicing debt and significantly limits the development of
the domestic market for debt instruments.

The level of debt burden on the budget amounted to 16.5% and exceeded the limit (15%) established
by the Concept for the formation and use of the National Fund (according to the draft Concept — no more than
15% of the republican budget expenditures). At the same time, in 2019-2020, this restriction was observed (in
2019 - 12.9%, in 2020 — 12.1%).

The Accounts Committee has repeatedly focused on the fact that the reason for the increase in the
Government's debt is inefficient planning and disbursement of loan funds, insufficient study of risks and the
impact on the country's economy of instruments of external and internal borrowing. To implement the
provisions of the Budget Code to develop the competitive advantages of the country's economy, it was
recommended to adjust the state's debt policy with the establishment of specific goals to reduce debt and
develop the domestic securities market.

Moreover, there is no transparency in information on the volumes of repayment and servicing of the
principal debt, amounts of remuneration, commissions and other payments in accordance with the terms of
the loan. According to the National Bank, for 2021, the volume of the country's gross external debt increased
by 0.3% or 0.5 billion US dollars and amounted to 165.1 billion US dollars, mainly due to balance of payments
operations (2.6 billion US doolars), which were partially offset by a decrease in the market value of Eurobonds
of state and quasi-state issuers and exchange rate, cost and other changes.

Against the backdrop of growth in nominal GDP, the relative parameters of external debt improved,
approaching pre-pandemic levels. The external debt-to-GDP ratio for 2021 was 86.3%, down from 96.2% in
2020 (87.8% in 2019). The ratio of external debt to exports of goods and services improved, reaching 249.5% in
2021 compared to 314.3% in 2020 (242.0% in 2019). According to the National Bank, as of January 1, 2022, in
the context of creditor countries, the largest volume of Kazakhstan’s external debt falls on the Netherlands
(42.7 billion US dollars or 26% of GDI), Great Britain (21.9 billion US dollars or 13.3 % of GDP), USA (12.9
billion USD or 7.8% of GDP), Russian Federation (11.7 billion USD or 7% of GDP), France (11.5 billion tenge
or 7% of VVD), as well as to international organizations.
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Figure 3 - GDI dynamics for 2017-2021, USD billion

The total debt of the quasi-public sector increased against the level of 2020 by 1,236.2 billion tenge, or
by 7.7%, amounting to 17,267.1 billion tenge (40 billion US dollars). External debt increased from 7,016.8 billion
tenge ($16.7 billion) in 2020 to 7,640.2 billion tenge ($17.7 billion) in 2021. In relation to GDP (according to
operational data), the quasi-public sector debt decreased to 21.2% in 2021 from 22.9% in 2020.

In total, the external debt of the Government and subjects of the quasi-public sector in 2021 amounted
to 34.8 billion US dollars, or 62.9% of the foreign exchange assets of the National Fund (55.3 billion US dollars)
(in 2020 — 33.1 billion US dollars or 56.3%). At the same time, the limit value of the foreign exchange assets of
the National Fund (100%), established by the Concept for the formation and use of funds of the National Fund
of the Republic of Kazakhstan, and the state debt and debt of the quasi-public sector (no more than 60% of
GDP), defined in the Concept of the new budget policy, are observed. The issues of reforming the debt policy
of Kazakhstan are of particular relevance in the light of the speech of the Head of State at the expanded meeting
of the Government held on February 8, 2022.

The Accounts Committee has repeatedly noted the annual upward trend in public debt exceeding the
limit of 27% of GDP, as well as the lack of transparency in the methodology for calculating these limits. Thus,
in the draft Concept, among the target indicators, the preservation of public debt in 2030 is not higher than
35% of GDP, including the Government's debt at a level of no more than 30% of GDP. At the same time,
according to the draft Concept, “within the framework of improving government debt statistics and bringing
it into line with international methodology, the debt of the National Bank, as the only issuer of the national
currency, whose short-term notes are not subject to credit risk and exclude the possibility of default, will not
be taken into account as part of the state debt.”

Thus, if the threshold for public debt is increased, the National Bank's debt will not be taken into
account in the statistics. In this regard, the need to ensure transparency in the methodology for calculating the
safe level of public debt, as well as the introduction of a mechanism for analyzing the effectiveness of external
borrowing, requires special attention. Also, the draft concept proposes to determine the service of government
debt from the republican budget — at a level of no more than 15% of budget expenditures.

In 2021, according to the calculations of the Accounts Committee, servicing the government debt from
the republican budget amounted to 6% of the total expenditure. At the same time, within the framework of
the previously approved Concept for the Formation and Use of the National Fund's Funds, it was envisaged
that the costs of servicing and repaying the government debt should not exceed 15% of the republican budget
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revenues, including transfers from the National Fund.

At the end of 2021, based on the previously approved methodology for the level of debt burden, the
cost of servicing and repaying the government debt amounted to 16.5% of the republican budget revenues,
including transfers from the National Fund, that is, 40 non-fulfillment of the relevant parameters was recorded
while observing this indicator according to the results of 2019-2020.

In world practice, the debt burden ratio (or debt service) is mainly widely used, which is calculated as
the ratio of the flow of payments on accumulated debt, including both the repayment of the principal part of
the debt and the payment of interest, to the amount of current income. In this regard, there is a need to change
the methodology for calculating the debt burden ratio proposed in the draft Concept for Public Finance
Management.

The previously mentioned results demonstrate that using the difference in the first row is justified in
regression. Although there is a possibility that in the long run there will be a gap between the rows. Based on
this, it is necessary to assess whether a linear combination of series is stationary, taking into account the non-
stationarity of individual series. If the series are combined, then the regression of the original series is reliable.

The model of Calvo and Guidotti (1990) suggests that in order to stabilize the ratio of public debt to
GDP, it is necessary to increase the maturity along with an adequate level of indexation of public debt. The

model uses two regressors: the indexation of public debt and the average maturity of public debt. This model
looks like this:

DEBGDP = {(SELICINDEX, EXCINDEX, PRICINDEX, AMPD)

It is not possible to set the parameters of public debt indexing in advance, the average maturity can be
defined as = f / =AMPD<O0.

The Johansen cointegration test (1991) is demonstrated in Figure-1. Cointegration has not been
confirmed at the significance level of 5%, and is confirmed by more than one relationship [9]. Based on the
presence of a long-term balance relationship between the series, it is possible to estimate the use of the initial
series using equation (1). The results of equation 2 demonstrate the growth of public debt when it is financed
by indexed bonds. In addition, despite expectations, long maturities increase the ratio of public debt to GDP.

Picture-1
DEBGDP = (2)
0.0251 + 0.297ISELINDEX(-6) + 0.1344PRICINDEX(-6) + 0.0747EXCINDEX(-6) + 0.0102ZAMPD(-6)
(0.5813) (5.1122) (0.9372) (0.0747) (6.9825)
R*=0.7740 DW = 1080979 n=67
Serial Corvelation Test
F-statistic 9.548393 Prob. F(2,60) 0.000251
Obs*R-squared 16.17619 Prob. Chi-Square(2) 0.000307
Heteroskedasticity Test
F-statistic 1.255561 Prob. F(14,52) 0.266603
Obs*R-squared 16.92660 Prob. Chi-Square(14) 0.260110
Note: t-statistics between parentheses.
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Considering the number of degrees of freedom, which exceeds 20, as well as the degree of significance
- 0.05, moreover, when the t-statistic for the modulus indicator is greater than 2, the basic hypothesis is not
confirmed. SELINDEX and AMPD are defined as statistically significant. The variation of public debt at the
level of 77% (R2) is attributed to a variable in the model.

F-statistics do not confirm the null hypothesis. that all slope coefficients are zero at 5%. The applied
Durbin-Watson statistic (1.08) demonstrates the presence of a positive autocorrelation within the framework
of a sequential correlation. The Breusch-Godfrey test also confirms a consistent correlation. White's test does
not refute the presence of heteroscedasticity.

Considering autocorrelation and heteroscedasticity, the Newey-West matrix was used. Thus,
according to Figure-2, the SELINDEX and AMPD coefficients are at the level of 0.05, which shows statistical
significance. It can be stated that the empirical data presented do not support the research approach of Calvo
and Guidotti (1990).

Picture-2

DEBGDP = (3

0.0251 + 0.29TISELINDEX(-6) + 0.1344PRICINDEX(-6) + 0.0747EXCINDEX(-6) + 0.0102AMPDi-6)
{lh.3%06a) (3. 158Y) (1L.6905) {.818Y) (4.6120)

R =0.7740 DW= 1.0%0497Y n=67

* It should be pointed out that the number of lags in the equation
was based on the Schwarz critenon.

Conclusion

Currently, the Republic of Kazakhstan is purposefully pursuing a course towards the modernization
of the economy, its innovative development, which determines the objective need for the rational use of
financial resources and their attraction through the institution of government borrowing.

The presence of public debt is a normal situation for any country that represents its interests on the
world stage, and Kazakhstan is no exception. However, Kazakhstan's public debt has its own specifics, which
causes a number of problems in managing this debt. Recent political and economic developments are making
this situation even worse. For example, the problem of tenge devaluation, due to which the content of the
external debt of the Republic of Kazakhstan becomes more expensive. Also, among the problems of the state
debt of the Republic of Kazakhstan, it is worth noting its repayment due, mainly, to income received from the
export of hydrocarbons. Against the backdrop of falling oil prices in 2022, this situation may create problems
for servicing public debt in the future.
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A.Bb. Myparosa, A.T. Capoikyaosa, K.A. AGabIkyaoBa
M.X. Ayramu amuvindazol Tapas enipaix yrnusepcumemi, Tapas, Kasaxcman

KasakcTaHHBIH MeMaeKeTTiK OOpHIIBIH OackapyAbl Oarasay MOJeabAepiH eHri3sy
MYMKiHAiKTepi

AHHOTanus. MeMaeKkeT KbI3METiHIH MaKpPODKOHOMMKAABIK KypaaAapbIHBIH Oipi MeMAeKeTTiK
Oopoimr  6oabinn TabOblaaAbl. MeMaeKeTTiH TYpakTBl >KYMBIC icTeyi, KOJblAFaH OapABIK CTpaTeTMAABIK
MakcaTTapAbl OphIHAQY JKoHe KaOblaJaHFaH MiHZeTTeMeAepai OpbIHAAy YIIiH MeMAeKeT Kaphl3 Kapa’kaThiH
TapThIN, OAapAbl OIOAXKET IIBIFBICTAPBIHBIH TUICTI OanTapblH Kap>KbLAaHABIPY YIIiH Oeaeai. MeMaekeTTik
KapP>KbIHBIH >Kali-KyliHe eAAiH MaKpO®KOHOMMKAABIK CasCcaThIHBIH KOIITeTeH IlapaMeTpAepi, OHBIH illliHAe,
9puMHe, MeMJAeKeTTiK Kaphl3 AeHrelli, oHbI Oackapy OeairiHaeri MemaeKkeT cascaThl acep eTedi. ©aeMAiK
ToXXipubese MeMAeKeTTiK KapbI3Japabl NaligaaaHy 6104 KeTTiH KipicTepi MeH ITBIFLICTaPBIHBIH Telle-TeHAiriH
KaMTaMachl3 eTy YIIiH KeH TapaaraH. MeMaekeTTiK Kapbld aly aAeMHiH DapAblK eajepiHe ToH >KoHe Oya
Kasipri >karaitaarsl HopMa, aa Kasakcran Pecriybankacs! ga epekiieaik emec.

Op Typai easgepaeri MeMAeKeTTiK KapbI3ABIH MeAIllepi aliTapAbIKTall aliblpMalllbLAbIKTapFa Me.
Keii6ip meMmaekeTTepge Oya MeMmaeKkeTTiK Kaprr3aslH JKIO-re arftapabIKTall KaThIHACEL, aa OacKalapblHAa
ToMmeH. OcbiFaH OaifA1aHBICTHI MeMAEKEeTTiK KaphI3Abl THMiMALI OacKapy >KoHe MeMAEKeTTiK KapBI3ABIH eAAiH
DKOHOMMKAABIK KayiIlcidairine acepi Typaabl Maceae KUCBIHABI Typ4e TybIHAalABL MeMAeKeTTiK KapbI3Abl
THiMAI Oackapy MeMJeKeTTiH 63iHiH OOpBIIITHEK MiHAeTTeMeAepiHiH KeAeMiH, KOp >KoHe Kap>Kbl
HapbIKTapbIHBIH TYPaKTBIABIFBI CUAKTBI Kap>KbIABIK TYPaKTBIABIKTBHIH HeTrisTi mapaMeTpaepiH OakbllayfFa,
DKOHOMMKAABIK, IpollecTepai perreyre, COHJAali-aK MeMAEKEeTTIK KapbI3AblH >KYMBIC icTeyiHiH KasKeTTi
HOpMaJapbl MeH epekelepiH Oeariaeyre MyMKiHAiri Oap Aerr 60aKaiiabl.

Tyitin cesgep: MemaekeTTiKk Kapbl3, MeMAEKeTTiK KaphI3gbl Oackapy, Oafazay Kpurepuiiaepi,
Dackapy MoJeabaepi.
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A.b. Myparosa, /1.T. Capbikyaosa, K.A. AGapikyaoBa
Tapascxutl pecuonarvrviii yrusepcumem um. M. X Ayramu, Tapas, Kasaxcman

Bo3smosxHOCTU BHeApeHMsI MOAe/leﬁI OLl€HKM YITpaBA€HWSI
rocyaapCTBeHHBbIM 40ATOM Kazaxcrana

Annoranysa. O4HUM 13 MaKPOSKOHOMIYECKNX MHCTPYMEHTOB AesATeALHOCTH TOCyAapCTBa sBAsIeTCs
TOCYy4apCTBEHHBINI 40AT. /A CTabMABHOTO (PYHKIMOHMPOBAaHUA TOCyAapCTBa, BBITOAHEHMSI BCeEX
IOCTaBAEHHBIX CTpaTerM4yecKux Iledeil M UCIOAHEeHNUs HPUHATBHIX 00g13aTeAbCTB IOCyAapCTBO HpUBAEKaeT
3aeMHBbIe CpeACTBa, paclpeseass X 445 GUHaHCHPOBaHNs COOTBETCTBYIOLINX CTaTell pacxoloB O1oaxeTa. Ha
COCTOSIHME TOCYyJapCTBeHHBIX (PMHAHCOB BANSIOT MHOTOYNMC/AEHHBIE I1apaMeTphl MaKpODKOHOMMYECKOI
INOAUTHKU CTPaHbI, B TOM 4lCA€e, KOHeYHO, yPOBEHb TOCYy 4apCTBEHHOIO 40ATa, II0AUTUKA TOCyAapCcTBa B 4acTu
ero ymnpasAeHMs. B MMpoBoii mHpakTuKe HCIO/Ab30BaHME TOCYJapCTBEHHBIX 3alMCTBOBAHMII IIMPOKO
pacmpocTpaHeHo A5 obecriedeHs cOalaHCHPOBAHHOCTH AOXOJ0B M pacxoAos 0104xera. ['ocysapcrsenHoe
3aIMCTBOBaHIe IIPICYIIle BCeM CTpaHaM MMpa, TO HOpMa B HBIHEIIHMX peaansax, u Peciy6anka Kasaxcran
He SIBASIeTCS MICKAIOUEHVEM.

PasMep rocysapcTBeHHOTO J0ATa y pasHBIX CTpaH MMeeT 3HauMTeAbHble pa3Anums. B HekoTopwIx
rocyJapcTBax 9TO 3Ha4YMTeAbHOe COOTHOIIIeHNe ToCyapcTBeHHOro doara K BBIL, a B gpyrux - Huskoe. B sT0i1
CBA3M AOTMYHO BCTaeT Bompoc o0 5¢PPeKTUBHOM YIIpaBAeHUM TOCyJapCTBEHHBIM JAOATOM U BAVSHUU
TOCy4apCTBEHHOTO J0ATa Ha ©SKOHOMIYeCKyl0 0e30macHOCTh CTpaHBl. DPQPeKTUBHOe yIIpaBAeHne
TOCyJ4apCTBEHHBIM J0ATOM IIpeJlioJaraeT, YTO IOCyJapCTBO MMeeT BO3MOKHOCTh KOHTPOAMPOBaTh OOBeM
CBONX AOATOBBIX 00s3aTeAbCTB, OCHOBHBIE ITapaMeTphl (PMHAHCOBON CTabMABHOCTH, TaKye KaK yCTOINIMBOCTD
¢ongoBOrO M PUHAHCOBOTO PHIHKOB, PeryAMpoBaTh HSKOHOMMYECKVE IIPOIIECCH], a Tak>Ke YCTaHaBAMBATh
HeoOX04VIMbIe HOPMBI 1 TpaBuAa (PyHKIVOHMPOBAHIS TOCYAaPCTBEHHOTO JOATa.

KaiogeBble ca0Ba: TOCygapCTBEHHBIN AOAT, yIIpaBAeHUEe TOCYAapCTBEHHBIM JOATOM, KpUTepUU
OLIEHKM, MOAEAY yIIPpaBACHNS.
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