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METHODOLOGICAL ANALYSIS OF DIGITAL TRANSFORMATION OF THE
TURNOVER OF VIRTUALASSETS OF THE KYRGYZ REPUBLIC: ISSUES OF
ECONOMIC AND LEGAL ADAPTATION

KBIPTBI3 PECITYBJIUKACBHIHBIH BUPTYAJIJIBIK AKTUBAEPUHUH
JKOTOPYJIATYYCYH HUDPPAJIBIK TPAHC®OPMALMSCHIHBIH
METO/IOJIOTUSIBIK TAJIZIOOCY: DKOHOMHUKAJIBIK )KAHA YKYKTYK
AJIATITALIMSI MACEJIEJTEPH

METOJOJOTMYECKHUN AHAJIN3 IA®POBON TPAHC®OPMAIIAU
OBOPOTA BUPTYAJIbHBIX AKTUBOB KBIPTbI3CKOM PECIIYBJIUKH:
BOITPOCHI SdKOHOMMKO-IIPABOBOM AJIAIITAIITUA

Annotation: in the article, the authors consider the issues of the turnover of virtual assets as
data in electronic and digital form, being part of the latest financial system. All this requires modern
society to carefully analyze and evaluate the functioning of modern virtual currencies, which are
increasing their circulation along with existing, regulated national and international currencies. The
purpose of the study is to study the issues of legal regulation of the activities of the sphere of turnover
of virtual assets in conditions when on the territory of the Kyrgyz Republic virtual assets are not a
means of payment, currency, and at the same time, when the turnover of virtual assets has received
recognition from the world community. The source of methodological research was the work of
scientists involved in the legal regulation of the functioning of virtual assets. A set of research methods
was used with an emphasis on theoretical and practical methods. The scientific significance of the
research topic is determined in the systematization of the methodological foundations of the economic
content of the turnover of virtual assets associated with the development of modern financial
technologies as an independent object of civil law, and means of certification of property and (or) non-
property rights, including requirements for other objects of civil rights in conditions when today the
functioning of virtual assets is actively penetrating into a wide variety of areas of
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financial activity. The results of the study can become the basis of scientific and methodological
research of the identified problems.

Key words: virtual assets, modern financial system, public policy, financial technology,
financial transactions, digital economy vector.

AHHOmMayuACHL: MaKaiaoa asmopiop aKblpKbl KApHcbl CUCEMACHIHbIH Oup bonyey 60n120H
NMEKMPOHOYK HCAHA CAHAPUNMUK (POpMAdazbl MAAILIMammap Kamapuvl Upmyanoblk akmueoepouH
acyeypmyy macenenepur kapawam. MyHyH 6aapbl aszvipkbl KOOMOOH Y4ypOal, HCOHSO CATLIHYYYY
VIVIMMYK JHCAHA 3]l ApablK 8ANI0MANap MeHeH Kamap HCyeypmyycyH KoOoumyn jdHcamkan 3amanoan
BUPTYANObIK 8ANIOMANAPObIH UMEWUHE KbII0am Maniooo HCYypey3yYHY dcana baa bepyyHy manan
kouiam. HMzundeenyn makcamol Kwvipevlz Pecnyonuxacvlnvin aiimacblHOa Supmyaiovlk aKmuseoep
MONOM KaApadxcamsl, 8am0macvl OOIYN caHanrdazau, Owlon e y4ypoa SUPMYanoblK aKmueoepouH
oHcy2ypmyycy OYUHOLYK KOOMYYIYK MApAObIHAH MAAHBLI2AH WAPMmMa 8UpmyaioblKk akmueoepout
ACYSYPMYY HOUPOCYHYH UMUK YKYKIMYK HCOHO CALYY MACeNelepUuH U3UuL0ee 6omyn canaiam. Ycynoyk
UBUNOOOIOPOYH OYNa2bl BUPIYANIObIK AKMUBOEPOUH UULMEUWUH YKYKIMYK HCOH2O CANYyYed KAMbIUKAH
OKYMYUIMYYIAPObIH IMeekmepu 60120H. TeopusibiK Hcana npaKmuKaibik Memoooopeo 6acvim Hcacoo
MEHEeH U3UN006 MemOOOOPYHYH KOMNIEKCU KOAOOHYI2aH. M3un0ee memacvlHblH uiumMull MAaaHucu
HCAPAHOBIK YKYKMYH 63 AlObIHYA 00beKMUCU Kamapsl 3aMaHOan QUHAHCHLILIK MeXHOI02UANAPObl
OHYKMYPYY MeHeH OQUlaHbIUKAH SUPMYAIOblK AKMUBOEPOUH JHCYYPMYYCYHYH 9KOHOMUKAIBIK
MA3MYHYHYH MEMOOONI02USNIBIK He2U30EePUH CUCTEMANaumblpyyod, OWOHOOU e MYIAKMYK HCAHA
(d1ce) MYAKMYK amec YKYKMApObl, AHbIH UHUHOE JHCAPAHOBIK VKYKMApOblH Oauika obvekmuiepure
Kapama mananmapovl, aHulH UYUHOEe BUPMYANObIK AKMUBOEPOUH uuimewu OY2yHKY KYHOO
DUHAHCBLILIK UUMEPOUKMUH KEHUPU YOUPOLOPYHOO AHCUSEPOYY UUMOOCY WUAPMBIHOA AHLIKMAIAM.
H3unoeenyn Hamuliidcanapsbl aublkmaiean npoonemanapovl UIUMULMEMOOOL0ULILIK USUNOOOHYH
He2uzu 6010 anam.

Hezuzeu ce30ep: supmyanovlk akmugoep, 3amMandan Kapicvl CUCTMEMACHl, MAaMIeKemmuK
cascam, PUHAHCBLILIK MEXHON02USL, (PUHAHCBLILIK MPAH3AKYUALAD, CAHAPUNMUK YKOHOMUKA BEKIMOP).

AHHOmayua: 6 cmamve a8MOpPbLL PACCMAMPUBAIONM BONPOCHL 000POMA  BUPMYANbHBIX
AKmMueo8, KaKk OaHHble 6 INeKMPOHHO-YUPPOBOL hopme, S6155Ch YACMbIO HOBeluel PUHAHCOBOU
cucmemvl. Bce smo mpebyem om coepemennoco obujecmea muyamenbHO20 AHAU3A U OYEHKU
DYHKYUOHUPOBAHUSI COBPEMEHHBIX GUPMYANbHLIX BATIOM, KOMOPble YEeIUUUBAOM 00bEMbl C80e20
obpaweHusi Hapsidy ¢ CYWecmeyiouuMu, pe2yiupyemviMu HAYUOHATbHBIMU U MEHCOYHAPOOHBIMU
gamromamu. ILlenv uccredosanus cocmoum 6 uU3YYEHUU BONPOCO8 NPABOBO2O PecyIUPOBAHUSL
OoesimenbHoCmu  cghepvl 060pPOMAa  BUPMYATbHBLIX AKMUBOE 6 YCIOBUAX, K020d HA Meppumopuu
Kwipevizckoii Pecnybnuxu aupmyaibHble akmugbl He SI8IS1emcsi CPeOCmeom Niamedsicd, 6aiomotl, u 6
Mo dice 8pems, K020a 0OOpoOm GUPMYANbHLIX AKMUBOE NOJYYUN NPUSHAHUE MUPOBO2O COOOUiecmaa.
Hcmounukom memooonocudeckux uccie008anull NOCIYHCUNU pAOOMbl VUEHbIX, 3AHUMAIOUWUXCSL
BONPOCAMU NPABOBO2O PE2YIUPOBAHUSL OesIMENbHOCMU N0 (YHKYUOHUPOBAHUIO  BUPIYANbHBIX
akmugos. Hcnonv308ancsi KOMNIEKC Memo0o8 UCCIe008AHUsI C YNOPOM HA meopemudecKue u
npakmuyeckue memoovl. Hayunas snauumocms memol ucciedo8anus onpeoenenda 6 CUCmeMamu3ayuu
MEMOOON02UYECKUX OCHO8 IKOHOMUYECKO20 COOepHCaHUsi 000poma GUPMYAlbHbIX AKMUBOS,
CBA3AHHBIX C PA3BUMUEM COBPEMEHHbIX (PUHAHCOBLIX MEXHON02UI, KAK CAMOCIOAMENIbHO20 00beKma
2padHCOaHCKo20 Npasa, u cpeocms cepmupurayuy UMywjecmea u (uiu) HeumyujecmeenHvle npaed, 6
mom uucie mpebo8aHus K Opyeum 00BEeKmam epadcOAHCKUx npas 6 YCIo8UsX, K020d Ce200Hs
DYHKYUOHUPOBAHUE BUPTYATbHBIX AKMUBO8 AKMUBHO NPOHUKAEM 8 cambvle pa3HooOpasHvle chepul
@unancoeoii  desmenvHocmu. Pezynbmamvl uccie0osanus Mo2ym cmams OCHOB0U HAYYHO-
MEMOOUHeCKUX UCCIe008AHULL BbISBIEHHbIX NPODIIEM.
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Knwouesvie cnosa: eupmyanbHble aKmuevl, CO8peMeHHAs  (DUHAHCOBAs — cucmemd,
20Cy0apcmeenHas noaumuKa, QuUHancosvlie mexHono2ul, QurHancosvie onepayuu, 6eKmop yughposoi
9KOHOMUKU.

Introduction

Relevance of scientific research is determined by the fact that virtual assets, as data in
electronic digital form, being part of the latest financial system, undoubtedly must meet many criteria,
such as: be understandable to a wide range of consumers, be as protected as possible from various
cyber attacks, at the same time, not become a means of money laundering, have certain guarantees for
consumers. All this requires modern society to carefully analyze and evaluate the functioning of
modern virtual currencies, which are increasing their circulation along with existing, regulated
national and international currencies.

The purpose of the study is to study the issues of the turnover of virtual assets in conditions
when on the territory of the Kyrgyz Republic virtual assets are not a means of payment, currency, and
at the same time, when the turnover of virtual assets has received recognition from the world
community and is actively penetrating into various areas of financial activity. The source of the
analysis was the work of scientists considering the functioning of modern virtual assets.

Research methodology. The source of the study was the work of scientists involved in
research on the functioning of virtual assets. A set of research methods was used with an emphasis on
theoretical and practical methods. The scientific significance of the study lies in the fact that on the
basis of the analysis and systematization of the methodological foundations of the economic content
of the turnover of virtual assets associated with the development of modern financial technologies,
conclusions are drawn. The phenomenon of extreme proliferation, while there are a huge number of
contradictions in the circulation of virtual currencies, requires deeper analysis and assessment in order
to identify effective regulators of the digital space, which are increasing their circulation along with
existing, regulated national and international currencies. The results of the study can become the basis
of scientific and methodological research of the identified problems.

Discussion and conclusions. To date, sufficient attention has been paid to research and

publications on the legal adaptation and functioning of virtual assets [Vidra D., Sannikova L.V,
Kharitonova Yu.S., 2020: 8-15; Gaitukiev M.K., 2018: 240-243; E.V. Zainutdinova, 2023: 149-
182; A.G. Korinnoy, 2020: 222-226; Mankovsky [.A., 2020:24 — 30; E.V. Rozhkov, 2023: 1524;
Chmut GA, 2022: 30-36; V.K. Shaydullina, 2018: 49-52]. Nevertheless, the phenomenon of extreme
spread, despite the fact that there are a huge number of contradictions in the circulation of virtual
currencies, requires a deeper analysis and assessment in order to determine effective regulators of the
digital space and the economic and legal adaptation of the functioning of virtual assets in the Kyrgyz
Republic.

Along with the latest information needs of society, the economic content of virtual assets form
the modern vector of the digital economy. The factor of the rapid development of the latest information
and digital wave in the world economic space, with which the circulation of the modern, one might
already say, virtual currency turnover system is inextricably linked, requires states to develop the latest
legislative initiatives that allow the formation of effective legal mechanisms, effective regulators of
the digital space.

On the regulation of the turnover of virtual assets in the Kyrgyz Republic, the main legal
documents are the Law of the Kyrgyz Republic «On Virtual Assets», dated January 21, 2022, No. 12
(as amended on January 30, 2023 No. 18); Law of the Kyrgyz Republic, "On Amendments to Certain
Legislative Acts in the Field of Virtual Assets," dated August 5, 2022 No. 81; Resolution of the Cabinet
of Ministers of the Kyrgyz Republic «On issues of regulating relations arising from the turnover of
virtual assets», dated September 16, 2022 No. 514; Resolution of the Board of the National Bank of
the Kyrgyz Republic «On approval of the Procedure for the provision of services
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related to virtual assets», dated February 3, 2023 No. 2023; «Concept of digital transformation of the
Kyrgyz Republic for 2024-2028y», dated July 23, 2024 Ne 444-p [6; 7; 8; 12; 13].

Activities in the field of virtual assets are recognized as regulated, where the authorized state
body, determined by the Cabinet of Ministers of the Kyrgyz Republic, regulates and supervises the
following activities in the field of virtual assets: mining; activities on issue and initial placement of
virtual assets on the territory of the Kyrgyz Republic; activities of virtual assets trading operators
(crypto exchanges) and other providers of virtual assets services, with the exception of banks, non-
bank financial and credit organizations and other legal entities supervised by the National Bank of the
Kyrgyz Republic, providing services related to virtual assets as a provider of virtual assets services.

Operation of virtual assets in the Kyrgyz Republic, we will consider the method of analysis
and assessment of the turnover of virtual assets in the Kyrgyz Republic.

Based on the results of monitoring 64 presented operator reports for 2023, the total turnover of
virtual asset exchange operators amounted to 95790.7 million soms, which we will clearly consider
according to the following table for the period 2021-2023.

4,9
95790,7
2022
200
2021 I

0 10000 20000 30000 40000 50000 60000 70000 80000 90000 100000

2023

B Total turnover of trading operators (crypto exchanges)

B Total turnover of virtual asset exchange operators

Fig. 1. Turnover of virtual asset exchange operators in the Kyrgyz Republic,
2021-2023 (mln. som)
Compiled by the authors based on the source data: Virtual assets in the Kyrgyz Republic

From the analysis of the monitoring carried out by the Service for Regulation and Supervision
of the Financial Market under the Ministry of Economy and Commerce of the Kyrgyz Republic based
on the presented reports of operators for 2021-2023, the exchange of virtual assets shows high
dynamics of development in terms of total turnover of operators in 2023.

In general, as of the 1st quarter of 2024 (March 31), 75 virtual asset exchange operators and
7 trading operators (crypto exchanges) are operating in the Kyrgyz Republic, where there was a
noticeable jump in the dynamics of the turnover of virtual assets for the 1st quarter of 2024 (Fig. 1).
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Fig. 2. Functioning of virtual assets in the Kyrgyz Republic, 2022- 2023 and Q1
2024 Compiled by authors based on source data [4].

As clearly shown in Figure 2, the functioning of the turnover of virtual assets in the Kyrgyz
Republic for Q1. 2024, the total turnover of operators for the exchange of virtual assets amounted to
2,20793.8 million soms, Where there is a high dynamics of growth in the turnover of virtual assets
in comparison with 2022-2023.

Next, consider the dynamics of the development of trading turnover (crypto exchanges) for
2022-2023 and the 1st quarter of 2024 according to the following figure.
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Fig. 3. Trading turnover of virtual assets in the Kyrgyz Republic, 2022- 2023, and Q1 2024
Compiled by authors based on source data [2].

From the data of the analysis of the study, it follows that in terms of trading turnover of the
crypto exchange in the Kyrgyz Republic for the 1st quarter of 2024, amounted to 5095.2 million som:s,
there is a high dynamics of growth in trading in virtual assets compared to 2023, where the amount of
taxes paid by service providers of virtual assets amounted to 73.1 million soms in 2023, and for the
Ist quarter of 2024, 80.3 million soms, which exceeded 3 times.

Further, we will consider the analysis and assessment of the turnover of virtual assets in the
Kyrgyz Republic based on the results of taxes paid by virtual asset exchange operators for 2023 (by
month), the amount of which for the year amounted to 73,112.0 thousand soms, where the dynamics
of the turnover of virtual assets clearly shows a sharp jump in growth over the analyzed period.

Fig. 4. Taxes paid by virtual asset exchange operators in the Kyrgyz
Republic for 2023 by months
Compiled by the authors based on the source data: Virtual assets in the Kyrgyz Republic



BECTHHUK MYK Ne2/1 (59) 2025

Decem...

Novem... mmmmmmmmmwmmwmwmmmmmm%w
October LRI B . 7 3 10 L

Septe... nm————

T e e
August
July
June
May
April
March

February

January

0 2000 4000 6000 8000 10000 12000 14000 16000

Thus, from the presented analysis of the results of taxes paid by virtual asset exchange
operators for 2023 in the Kyrgyz Republic, a rather rapid growth in the turnover of virtual assets is
clearly traced, where growth dynamics are presented by month, which shows the active penetration of
modern financial technologies into various spheres of financial activity, namely digitalization of the
economy.

Conclusion

In order to summarize the results of the study, it should be noted that as a result of the measures
taken to regulate the processes of crypto exchanges, according to the Law of the Kyrgyz Republic "On
Virtual Assets," a legal entity registered in the Kyrgyz Republic is recognized as a provider of virtual
assets services, providing one or more types of services related to virtual assets as an entrepreneurial
activity, on the basis of the corresponding license.

Also, in accordance with the banking legislation of the Kyrgyz Republic, only banks, with the
consent of the National Bank, are allowed to engage in licensed activities in the field of virtual assets.
Other entities supervised by the National Bank have the right to carry out only operations provided for
by the issued license. To regulate and supervise the activities of banks, a resolution of the National
Bank of the Kyrgyz Republic of February 3, 2023 approved the procedure for the provision of services
related to virtual assets.

An analysis of modern approaches to international experience in regulating virtual assets,
which are used in various areas of international business, shows that the modern legislative framework
for regulating digital relations is significantly inferior in terms of the pace of development of digital
technologies.

Given that the functioning of virtual assets, risks are inherent, in particular, price volatility
remains, therefore, the National Bank of the Kyrgyz Republic recommends caution when using virtual
assets, since users assume all possible risks.

Therefore, when introducing virtual assets into various areas of financial relations, legal
regulation of activities is necessary as a result of their introduction and application in conditions when
the functioning of virtual assets has received recognition from the world community and is actively
penetrating into various areas of financial activities. Under these conditions, the Kyrgyz Republic in
the framework of the "Concept of digital transformation of the Kyrgyz Republic for 2024-2028," dated
April 5, 2024, approved an action plan, which notes the state's interest in legal support of favorable
conditions for the development of the sphere of virtual assets turnover for the future, and which should
allow the formation of effective legal mechanisms, regulators of the digital space, as a factor in the
rapid development of the latest information and digital trend in the global
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economic space, which is inextricably linked with the circulation of the modern system of circulation
of virtual currencies in order to protect the rights of citizens.

Thus, today the Service of Regulation and Supervision of the Financial Market under the
Ministry of Economy and Commerce of the Kyrgyz Republic (hereinafter referred to as Financial
Supervision), states that the MCN Coin virtual asset (a cryptocurrency designed to facilitate the
purchase, sale and exchange of slot machine assets using innovative technologies such as NFT and
decentralized finance) has not passed state registration and is not included in the register of permitted
virtual assets in the Kyrgyz Republic, which is an important stage in making a decision on the legal
regulation of the activities of the turnover of virtual assets in the Kyrgyz Republic related to the
development of modern financial technologies as an independent object of civil law, and means of
certifying property and (or) non-property rights, including claims to other objects of civil rights.

Since March 2024, Birik Turan Limited Liability Company has repeatedly applied to Financial
Supervision in order to register the issue of MCN Coin in the amount of 12 million soms. Registration
was denied due to non-compliance with the requirements of the legislation of the Kyrgyz Republic.

MCN Coin is not registered in the Unified State Register of Virtual Asset Issues, is not listed
in the licensed crypto exchanges of Kyrgyzstan and does not have permission to hold lotteries or other
incentive events.

Also, Financial Supervision warns citizens about the risks of investing in this asset, since its
legal status is not defined, and promises of high profitability do not have a confirmed economic basis.

In accordance with the above, the Financial Supervision of the Kyrgyz Republic has taken the
following measures:

- On October 28, 2024, he sent an appeal to the Ministry of Internal Affairs as an executive body of
the Kyrgyz Republic with a request to conduct a legal assessment of MCN Coin.

- On November 11, 2024, the Ministry of the Interior registered this fact and began a
preinvestigation check.

- On December 9, 2024, Financial Supervision, as the legal successor of the State Service for
Regulation and Supervision of the Financial Market under the Ministry of Economy and Finance of
the Kyrgyz Republic, sent explanations to the Ministry of Internal Affairs on legislative norms in the
field of virtual assets.

- On December 23, 2024, the Ministry of Internal Affairs of the Kyrgyz Republic requested an
explanation from the Financial Supervision Authority regarding the legality of the incentive lottery
related to MCN Coin.

- On December 26, 2024, Financial Supervision confirmed the lack of permits for the lottery and
appealed to law enforcement agencies with a request to take action against the organizers.

- OnJanuary 15, 2025, the Ministry of Internal Affairs of the Kyrgyz Republic notified the Financial
Supervision Authority that the investigation is ongoing.

- On January 20, 2025, Financial Supervision submitted to the State Committee for National
Security of the Kyrgyz Republic all available information on MCN Coin for further legal assessment.

In total, in total, the Financial Supervision of the Kyrgyz Republic reminds that before
investing in any financial instruments, citizens must check their legal legitimacy. If a virtual asset is
not registered and is not on the official lists, its acquisition can lead to financial losses. It is
recommended to exercise caution and not trust the promises of quick and easy earnings without
transparent regulation and official status.

At the end of this study, on January 10, 2025, the Kyrgyz Republic tightened the requirements
for virtual asset operators, which was focused on improving the efficiency of virtual asset service
providers. The Cabinet of Ministers resolution "On Amendments to Some Cabinet of
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Ministers Resolutions in the Field of Virtual Assets Turnover" reflects the main changes aimed at
improving the regulation and security of operations with virtual assets in the Kyrgyz Republic, as well
as minimizing the risks associated with money laundering and terrorist financing.

Among the key changes are increased requirements for virtual asset trading operators. For
example, requirements were established for identification and verification of clients, publication of
exchange rules, verification of the reputation of beneficial owners, it is prohibited to conduct
transactions through unlicensed operators and the use of wallets of virtual assets of increased
confidentiality, requirements were introduced for the minimum size of the authorized capital for virtual
asset trading operators in the amount of 2 million calculated indicators.

Requirements have also been introduced to check the reputation of beneficial owners, conduct
an annual audit and notify the authorized body of changes. The use of prepaid cards of foreign
financial institutions and the transfer of virtual assets to the addresses of online casinos and
decentralized systems is prohibited.

The minimum authorized capital for virtual asset exchange operators is set at 1 million
calculated indicators. In addition, the possibility of issuing virtual assets by issuers through a closed
placement is excluded and the possibilities of nominating issuers of virtual assets in foreign currency
are determined.

The authorized body receives the right to conduct test purchases of virtual assets from virtual
asset service providers. Virtual asset service providers have been given until January 1, 2026 to bring
their authorized capital in line with the new requirements.
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