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Abstract. This article examines the importance of such an institution of the financial market as a 

financial ombudsman, its role in social protection of the population. The features of his 

appointment are studied, the main powers are highlighted. In the course of the work, the role of 

the financial ombudsman in the banking and insurance services market is described. The article 

also substantiates the advantages of this institute and its financing. The advantages for consumers 

of financial services, for financial organizations, and for the country as a whole are studied 

separately.  
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Аннотация: В данной статье исследуется значимость такого института финансового 

рынка, как финансовый омбудсмен, его роль в социальной защите населения. Изучаются 

особенности его назначения, освещаются основные полномочия. В ходе работы 

описывается роль финансового омбудсмена на рынке банковских и страховых услуг. В 

статье также обосновано преимущества данного института и его финансирования. 

Отдельно изучаются преимущества для потребителей финансовых услуг, для финансовых 

организаций, для страны в целом. 
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ӨЛКӨНҮН ФИНАНСЫ СЕКТОРУН ӨНҮКТҮРҮҮДӨ  

ФИНАНСАЛЫК АКЫЙКАТЧЫНЫН РОЛУ 

 

Аннотация: бул макалада финансылык акыйкатчы катары финансылык рынок 

институтунун маанилүүлүгү, анын калкты социалдык коргоодогу ролу иликтенген. Аны 

дайындоонун өзгөчөлүктөрү изилденип, негизги ыйгарым укуктары чагылдырылат. 

Иштин жүрүшүндө банктык жана камсыздандыруу кызмат көрсөтүүлөр рыногунда 

каржы Омбудсмендин (Акыйкатчынын) ролу баяндалат. Макалада ошондой эле аталган 

институттун артыкчылыктары жана аны каржылоо негизделген. Финансылык 

кызматтарды керектөөчүлөр үчүн, финансылык уюмдар үчүн, бүтүндөй өлкө үчүн, 

артыкчылыктар өзүнчө иликтенген. 
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Currently, due to the difficult economic 

situation in our country and in the world, with 

the complication of financial relations in the 

course of economic globalization, the 

growing number of consumers of financial 

services, the question of how their rights can 

be protected, except in court, is very relevant. 

In this regard, the institute of the Financial 

Ombudsman, its place and role in the 

financial and banking systems of the state is 

of particular interest for the study. 

Often banks and microfinance organizations 

take advantage of people's lack of financial 

literacy and slip them unprofitable contracts 

that are very difficult to fulfill. Also, clients 

often become victims of technical errors, low 

competence or conscious actions of 

employees of a financial institution, as a 

result of which money is debited from 

accounts or there are more percentages and 

commissions than stipulated in the contract. 

Protecting our parents and their children from 

such actions by banks and MFOs is the main 

task of a public defender. It is also worth 

contacting him when it is impossible to agree 

on debt restructuring with a financial 

institution, and the borrower cannot service 

the debt in a timely manner. 

Ensuring the maximum efficiency of the 

single market of goods and services of the 

Eurasian Economic Union by improving its 

functioning, by ensuring quality and safety 

guarantees of goods and services traded, 

awareness and proper protection of consumer 

rights is defined as one of the key directions 

for the development of integration processes 

within the Union [1] until 2025. The rapid 

development of high technologies and 

changing consumer demands, the use of new 

financial instruments, the growing level of 

cross-border financial services - all this 

contributes to an increase in the number of 

consumers who, entering into legal relations 

with financial organizations, do not always 

adequately assess the obligations assumed. In 

this regard, the financial sector is perceived 

by the consumer as a zone of special risk 

associated, on the one hand, with the 

availability of financial services, and on the 

other hand, with the difficulty for his 

understanding and competent assessment of 

the conditions of such services. This 

circumstance may have an impact on the risks 

of making unreasonable decisions on the part 

of consumers, ultimately leading to an 

increase in the growth of creditworthiness of 

the population in the EAEU member states. 

Statistics show that the debt of individuals on 

loans in the Union has a stable upward trend 

and, on average, increases by 12% annually. 

Thus, in the 1st quarter of 2019, in 

comparison with the same period of 2014, the 

indicator of individuals' debt on loans in the 

Republic of Armenia increased by 1.7 times, 

in the Republic of Belarus by 2.1 times, in the 

Republic of Kazakhstan by 1.5 times, in the 

Kyrgyz Republic by 2.66 times, in the 

Russian Federation by 1.5 times. The growth 

of debt on loans can provoke problems 

related to the settlement of legal relations 

between financial organizations that issue 

such loans and consumers (individuals). 

Studies conducted in the member States 

indicate that consumers are often distrustful 

of the current problem-solving system and do 

not feel confident that they are able to resolve 

disputes that may arise in relations with a 

financial institution [2]. 

The introduction and maintenance of the 

functioning of such an institution does not 

require funding from the state and at the same 

time is effective and affordable for the 
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population, including low-income citizens 

and households with a high level of debt, 

especially in rural areas and remote regions. 

The Financial Mediator Service (hereinafter 

referred to as the Service) is a legal entity 

established by the National Bank in the 

organizational and legal form of the fund, 

operating in accordance with the Law of the 

Kyrgyz Republic "On the Financial Mediator 

Service", having settlement and other 

accounts, seal and letterheads with its brand 

name [3]. 

The management bodies of the Service are 

the Supervisory Board and the head of the 

Service. The Supervisory Board is the highest 

management body of the Service and 

exercises the following powers: approves the 

candidacy for the position of financial 

mediator, as well as the head of the service; 

terminates the powers of the financial 

mediator and the head of the service ahead of 

schedule, approves documents defining the 

strategy and policies, work regulations, 

structure and staffing of the Service, reports 

of the head of the service on budget 

execution, financial mediator on the work 

done with the frequency provided by the 

Charter; approves the budget and monitors 

the execution of the budget; approves the 

amount and procedure for remuneration and 

bonuses of the head of the service, as well as 

the financial mediator; determines the 

amount and procedure for making payments 

by financial service providers; determines 

annually, on a tender basis, an independent 

audit organization to conduct an external 

audit, reviews and approves the results of the 

audit; resolves other issues related to the 

implementation of the activities of the 

Service provided for by the charter of the 

service. 

On the recommendation of the working 

group, the composition of the Supervisory 

Board of 7 members is planned and is formed 

as follows: one representative is appointed by 

the Chairman of the authorized state body in 

the field of supervision and regulation of the 

non-banking financial market; two 

representatives are appointed by the Board of 

the National Bank; three representatives from 

organizations representing the interests of 

financial service providers; one 

representative from organizations 

representing the interests of consumers of 

financial services. 

A citizen of the Kyrgyz Republic who speaks 

the state and official languages, has high 

professional qualifications, an impeccable 

reputation, has a higher education in the field 

of law, economics or finance, as well as work 

experience in these areas for at least 5 years 

can be appointed as a financial mediator. 

A financial mediator is prohibited from 

engaging in entrepreneurial or other 

commercial activities, being a member of any 

party, holding a position in state bodies or 

local self-government bodies, performing 

other paid work, except for scientific, 

pedagogical and creative activities. The 

financial mediator must refrain from any 

activity or actions that may call into question 

his reputation, independence, impartiality 

and objectivity. 

Advantages of the Financial Mediator 

Service for Financial Service consumers: 

- Access to a free, informal, fast and effective 

dispute resolution mechanism; 

- The opportunity to file a complaint if, in the 

opinion of consumers, they were treated 

unfairly; 

- Alternative to the court in case of conflict 

with financial organizations. 

Advantages of the Service for financial 

organizations: 

- Reduction of legal costs; 

- Consistent and specialized approach to 

dispute resolution; 

- More confident consumers who are ready to 

use financial services; 
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- A tool for improving internal quality 

control; 

- Independent expert assessment in the case 

when they are right and the client is not. 

Advantages of the Service for the country: 

-Easing the burden on the courts; 

- Availability of a specialized institute for 

dispute resolution; 

- Notification of systematic risks and the 

possibility of their prevention; 

- Increasing financial intermediation as a 

result of increasing confidence in the 

financial system; 

- Independent assessment of what is 

happening between the fins. the organization 

and the consumer. 

In order for the Financial Mediator Service to 

function successfully, it is necessary to 

finance this Service. Based on the best 

international experience, the generally 

accepted fundamentals of the Service's 

activities and the economic and social 

conditions of the Kyrgyz Republic, a 

proposal for the Service financing system 

was developed. 

When developing the proposal, the responses 

of the working group were taken into account 

regarding the components of the model of the 

future institute of Financial Ombudsman, as 

well as the concept of the Service model in 

the Kyrgyz Republic [1]. When forming the 

proposal, responses to questionnaires 

provided by local authorities and other 

organizations were used. This proposal 

presents general recommendations regarding 

the financing system, estimates the expected 

workload of the Financial Ombudsman's 

Office and describes the proposed financing 

structure. 

Initial assumptions for the forecast [4] 

1. In the first year of activity, the Office will 

receive applications outside the competence 

of the Financial Ombudsman. However, the 

Office staff will have to devote time to these 

consumers, explain to them the role and 

functions of the Ombudsman and redirect 

them to the relevant competent authorities.  

2. As experience shows, with the activity of 

the Finombudsman, consumer appeals will 

become more and more targeted, provided 

that the Finombudsman implements an 

intensive program to raise public awareness. 

3. It is assumed that explanatory work will be 

carried out with each client, and the purpose 

of the Office will be a quick resolution of the 

dispute. Therefore, only a small part of the 

appeals will turn into statements that will be 

formally considered (on average 20%). 

4. It is also assumed that the first stages of 

dispute resolution will be negotiations and 

mediation, only then - the mandatory 

decision of the Ombudsman.  

5. To save resources, in the first years, one 

employee can perform several functions 

simultaneously, and some functions can be 

outsourced (marketing, HR, IT).   

6. In the first three years of work, a lot of time 

should be devoted to public awareness 

programs (seminars in all financial 

institutions, seminars with consumers in 

large corporations, conferences, etc.). At 

least 40 percent of employees' working time 

should be allocated to this function. 

7. It is assumed that on average every day, 

along with other functions, a specialist in 

accepting complaints can serve up to 7 clients 

(talk on the phone, explain the situation, 

receive in the office, draw up documents for 

the client, enter the client's data into a 

common database, etc.). And if we take into 

account that a specialist in accepting 

complaints in the first years will have 

additional functions, then in one working day 

a specialist can serve up to 4 clients. 

8. Dispute resolution specialists can 

simultaneously consider up to 25 cases, but at 

the beginning, given the lack of experience, 

up to 15 cases. According to the 

questionnaire filled out by the working 

group, the Finombudsman will have 30, plus 
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an additional 10 working days to consider 

applications. It turns out that a case review 

specialist can consider an average of 130-150 

cases per year. And taking into account other 

responsibilities, this figure may amount to 

about 100-120 cases annually. 

I. Justification of expenses 

1. Expenses related to the coverage of office 

activities. In the first years of the 

Finombudsman's activity, continuous 

informing of the public is very important. To 

do this, it is necessary to use all possible ways 

to raise public awareness and concentrate 

considerable resources on this. In the first 

year, it is important to develop a 

Finombudsman logo that will be 

recognizable among the public. It is 

necessary to disseminate information by all 

means of communication, to advertise on 

television, on radio and on social sites. It is 

also important to place booklets about the 

Finombudsman in all financial institutions, 

including the phone number of the 

Finombudsman in the directories of the 

country, and so on. 

2. Website design and maintenance costs. 

Detailed information about the Financial 

Ombudsman should be available to the public 

and all beneficiaries. The website should 

provide an opportunity to submit a complaint 

online. On the Finombudsman's website, he 

must publish internal rules for accepting and 

considering complaints, financial reports, 

complaint statistics, and so on.  

3. Labor costs. In order to ensure the 

independence and impartiality of the 

Ombudsman and the employees of the 

Financial Ombudsman's office, their salaries 

should be competitive. The salary of 

employees in the field of financial 

intermediation and insurance in August 2019 

amounted to 34,240 som. In the budget, the 

salary of a Finombudsman is calculated as 

five times the salary of financial market 

workers. And the salary of the 

Finombudsman's Office specialists is 

comparable to the average salary of 

employees in the field of financial 

intermediation. 

II. General recommendations regarding 

the financing system 

1. Fair burden sharing. The financing system 

should be designed in such a way as to ensure 

that the burden of financing the Financial 

Ombudsman's office is distributed fairly 

among financial market participants.    

2. Participation of all financial and credit 

organizations. Since all financial market 

participants benefit from the activities of the 

Financial Ombudsman (strengthening 

consumer confidence and, as a result, 

increasing financial intermediation), all 

financial and credit organizations should 

participate in its financing. 

3. Availability of sufficient funds. Funding 

should be sufficient to ensure the effective 

operation of the Ombudsman institution. At 

the same time, the financing mechanisms 

should guarantee the impartiality and 

independence of the Financial Ombudsman.  

4. Flexibility. To ensure greater flexibility, 

the law may define general principles of 

financing, and the amounts/percentages of 

contributions may be determined by a by-

law. A by-law may be adopted by the NBKR, 

or by the Finombudsman's council and 

approved by the NBKR. 

5. A simple financing scheme. It is 

recommended to start by setting up a simple 

financing scheme. The more complex the 

funding structure, the more expensive the 

process of collecting contributions and 

monitoring them will be. A simple scheme 

will be understandable for financial 

organizations, and it will be easy for the 

Financial Ombudsman's office to count and 

collect the amounts charged, without wasting 

unnecessary administrative resources. In 

addition, a simple financing system is quite 

predictable from the point of view of the 
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income received and avoids significant 

volatility of the funds collected. 

6. Availability of a reserve fund. The main 

activity of the Finombudsman is the 

consideration of consumer applications, and 

as a rule, the workload of the 

Finombudsman's office is largely beyond his 

control. When budgeting, it is necessary to 

provide a reserve fund in order to cope with 

this uncertain workload. The reserve Fund is 

also needed in cases where the actual 

payments are less than expected (for 

example, some financial organizations may 

cease their activities, or the initial data on the 

number of financial organizations will be 

incorrect, etc.). For these and other reasons, 

the budget should provide reasonable 

reserves and be accompanied by an analysis 

of cash flows. 

7. Fixed annual contributions only. It is not 

recommended at the beginning of the 

Finombudsman's activity (at least in the first 

7-10 years, until the dynamics of applications 

coming to the Office becomes clear) to 

charge a fee for individual applications (case 

fee), because there may be fewer applications 

than planned, and besides, collecting funds 

for individual applications will require 

additional administrative resources of the 

Finombudsman.  

8. Penalty for late payments. It is 

recommended that the Law on the 

Finombudsman provide for the right of the 

Finombudsman to receive interest for 

overdue payments of financial organizations. 

It is also necessary to prescribe mechanisms 

to ensure mandatory payments (for example, 

the imposition of a fine by the supervisory 

authority for non-payment, the publication of 

this information on the Ombudsman's 

website). 

9. Transparency. A finombudsman must 

publish his annual financial statements, as a 

rule, together with the conclusion of an 

independent and reputable auditor.  

10. Collection and monitoring of 

contributions. It is necessary to initially 

determine who will collect contributions, that 

is, who will be the operator of collecting and 

monitoring the collected funds (this is usually 

either the regulator or the Financial 

Ombudsman's Office). And if it is a Financial 

Ombudsman's Office, then it is necessary that 

regulators provide periodic data to the 

Financial Ombudsman about financial 

organizations. 

III. Description of the financing model 

1. Initial costs  

Initial costs (startup funding) are capital 

investments in office furniture, equipment, 

software, as well as the purchase of necessary 

equipment for the continuous and efficient 

operation of a Finombudsman. Two ways of 

financing the initial costs are recommended: 

1) The regulator or donor organizations can 

provide a grant to finance the initial costs. 

2) Financial organizations can cover the 

initial costs with the help of mandatory 

contributions. And in order not to have 

problems with cash flow, the following is 

recommended: A Finombudsman can start 

his professional activity after, for example, 

three months from the date of entry into force 

of the law on Finombudsman. Thus, from the 

moment the law comes into force, financial 

organizations will pay annual contributions, 

but within three months the Financial 

Ombudsman's Office will not have current 

expenses, and accordingly, free accumulated 

funds for capital expenditures will be 

available.  

2. Subsequent financing of the Financial 

Ombudsman's activities 

1) It is proposed to collect fees from all 

regulated financial organizations operating 

on the territory of Kyrgyzstan (except for 

organizations that do not provide services to 

individuals, for example, payment operators, 

etc.). 
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2) Contributions can be collected annually, 

every year until November 1st or December 

1st.  

3) The collection of contributions will be 

carried out according to the needs of the 

Finombudsman's office, that is, according to 

the preliminary annual budget approved by 

the Finombudsman's council (taking into 

account budget calculations). In this model, 

the institute's budget is projected and 

approved, and then each financial institution 

is provided with an account to make the 

necessary contributions.   

4) Funds for the reserve fund will be added to 

the necessary current funds/expenses (to 

begin with, it is proposed to consider up to an 

additional 20%). 

5) Financing structure:  

a. Banks – 50%. It is proposed to divide half 

of the total required amount - 50% between 

commercial banks either evenly or in 

accordance with their share in total banking 

assets. Since banks are the most stable, 

weighty and active financial intermediaries 

(the share of banks in the total assets of the 

financial sector is about 90%), it would be 

logical to shift half of the burden of financing 

the activities of the Financial Ombudsman to 

banks.  

b. Non-bank FCO - 35%. Non-bank 

financial institutions (micro-credit 

companies, microfinance companies, micro-

credit agencies) are the most active players in 

the financial sector after banks and are next 

in terms of assets (about 10% of the total 

assets of the financial sector), and in terms of 

the number of clients/borrowers of 

individuals (approximately equal to the 

number of borrowers of the banking sector). 

For this reason, it is proposed that non-bank 

FCO pay 35% of the total amount, evenly 

distributing the amount among all 

companies, or in accordance with their share 

of assets in the total assets of non-bank FCO.   

c. Insurance companies - 15%. Soon, the law 

on compulsory civil liability insurance (CTP) 

for car owners will come into force in full. In 

addition, world experience shows that, as a 

rule, a significant number of complaints are 

received against insurance companies to the 

Office of the Financial Ombudsman. For this 

reason, it is proposed that insurance 

companies pay 15% of the total amount, 

evenly distributing the amount among all 

insurance companies, or in accordance with 

their share of insurance premiums in the total 

amount of premiums.   

d. Other financial organizations - fixed 

contributions. Credit unions and other 

organizations (pawnshops, exchange offices, 

dealers and brokers in the securities market) 

will pay a fixed amount of 5,000.00 - 

11,000.00 SOM annually. After the first year 

of activity, the contributions of these 

organizations can be used to replenish the 

reserve fund, or the collection of funds for the 

next year can be reduced by this amount. 

6) Ideally, the Financial Ombudsman's Office 

should have balanced income and expenses at 

the end of the year. In cases of budget 

savings, these funds, by the decision of the 

Finombudsman's council, can be used to 

replenish the reserve fund, or the collection 

of funds for the next year can be reduced by 

an appropriate amount. 

7) In case of a deficit in the current year, by 

the decision of the Finombudsman's council, 

the reserve fund will be used and/or by the 

decision of the Finombudsman's council and 

the approval of the NBKR, financial 

organizations will have to pay additional 

contributions in the same proportions. 

8) The Law on the Financial Ombudsman 

may prescribe the following: after 5 years 

from the date of the Financial Ombudsman's 

activity, the financing structure and shares of 

financial organizations may be revised by the 

decision of the Financial Ombudsman's 

Council (or upon approval by the NBKR), 
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taking into account changes in the financial 

market and the dynamics of the applications 

considered. 

In conclusion, it should be added that the 

increase in the number of problems of 

citizens with credit and insurance 

organizations leads to the need to create a 

financial mediator service in the state. This 

project can be considered useful not only for 

citizens, but also for the state, because a 

steady demand for financial services is a 

necessary condition for the prosperity of the 

economy. The Financial mediator service 

will strengthen the domestic credit system, 

make it more resistant to external and internal 

shocks. Moreover, the competent work of the 

Financial Ombudsman institution will 

increase the level of citizens' confidence in 

the credit system as a whole, which is very 

important in today's economic conditions. 
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