
Improving Transport Services in Ger Areas (GAR MON 52374-001) 

FINANCIAL MANAGEMENT ASSESSMENT 
 

I. INTRODUCTION 
 
1. This financial management assessment (FMA) report has been conducted with reference 
to the Guidelines for the Financial Management and Analysis of Projects, ,,

1 Financial Due 
Diligence: A Methodology Note,2 and Financial Management Technical Guidance Note.3 It 
incorporates the financial management internal control and risk management assessment 
required by the Asian Development Bank’s (ADB) Guidelines. This FMA included reviewing 
documents, interviewing staff of government agency and other stakeholders, and completed with 
inputs from other references through desk review completed in July 2019. To complete the FMA, 
the executing agency (EA) (Appendix 1) and project management office (PMO) of the Ulaanbaatar 
Urban Services and Ger Areas Development Investment Program (GADIP) (Appendix 2) have 
filled out the ADB’s standard FMA questionnaire. 
 
2. The purpose of this FMA was to determine the robustness of the accounting, financial 
controls and internal audit arrangements, and the capability of the existing PMO of the 
Ulaanbaatar Urban Services and GADIP, EA and implementing agency (IA) to meet all the 
fiduciary requirements which will be set out in the grant agreement, and other project documents. 
The FMA has assessed the existing PMO and the EAs’ financial arrangements, financial 
responsibilities and perceived financial risks and risk management. This FMA also provides 
guidance for mitigation measures to ensure the effective project performance, following country 
laws and regulations as well as ADB’s requirements. 
 
3. The Governor’s Office of the Capital City (GOCC) will be the EA and will oversee the 
overall project implementation and management activities. The Roads Development Department 
and the Public Transport Department under the GOCC will be the IAs for the project. The project 
will be implemented for 4 years from 1 January 2020 to 21 December 2023. The Ministry of 
Finance suggested to utilize the existing PMO of GADIP to expedite the project implementation 
as well provide synergy between ADB projects. A steering committee will provide oversight of the 
PMO and ensure close coordination and ownership over the project. The committee will include 
representatives from relevant ministries, agencies and civil society organizations. Observers to 
the project steering committee will include ADB and the Embassy of Japan in Mongolia. 
 

II. BRIEF PROJECT DESCRIPTION 
 
4. The impact will be access to safe and comfortable transport services that meet customers’ 
demand improved. The outcome will be improved access to public transport services for 
residents, particularly vulnerable groups, in ger areas demonstrated. The project has three main 
outputs: (i) public transport access and service improved in Chingeltei corridor, (ii) pedestrian 
safety along Chingeltei street enhanced, and (iii) behavior change and community engagement 
supported. 
  

 
1  ADB. 2005. Guidelines for the Financial Management and Analysis of Projects. Manila. 
2  ADB. 2009. Financial Due Diligence: A Methodology Note. Manila. 
3  ADB. 2015. Financial Management Technical Guidance Note. Manila. 

http://www.adb.org/Documents/LinkedDocs/?id=52374-001-RP
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III. COUNTRY AND SECTOR FINANCIAL MANAGEMENT ISSUES 
 
5. Country Public Finance Management (PFM) arrangements were assessed in a Public 
Expenditure and Financial Management Review published in 20154 and the Report on 
Observance of Standards and Codes, Mongolia 2009.5 These reports find that although the 
government financial management is based on a robust legislative framework there are some 
areas affecting budget credibility which require strengthening at sectoral level to guide medium 
term sectoral resource allocations, enhancement of local authority participation in budget setting 
and improved coordination and integration of Official Development Assistance. In 2011, a new 
budget law was ratified. This law provides fiscal decentralizations and general budget governor 
and direct administrations has a right to regulate budget and duties and responsibilities were 
transferred to them. Consequently, it improved budget discipline and gave a great opportunity to 
create financial management for budgetary entities and other organizations. Furthermore, it is 
necessary to develop a continuous system to update and monitor progress. 
 
6. As per ADB’s Country Partnership Strategy (2017–2020)6 to mitigate PFM and oversight 
capacity risks, ADB will extend its support to increase credibility, policy alignment, and 
transparency of the budget cycle. ADB should continue to support the GOM’s efforts to further 
develop and improve the PFM system, including with focused grant-funded initiatives (e.g., ADB’s 
current support to develop cash management, public investment management and e-taxation) 
and more generally on support to promote drivers of change such as public sector governance 
and capacity development. 
 
7. Policy-based budgeting. The annual budget preparation process is well-regulated and 
timely, but ministries generally do not abide by the ceilings in preparing budget estimates, which 
undermines the GOM’s strategic prioritizations. Also, a multi-year perspective on budgeting is 
lacking. The Fiscal Stability Law (2010) and Integrated Budget Law (2011) specify the  Medium 
term fiscal framework (MTFF) preparation process, but coverage is limited as off-budget 
expenditures has not been included, forecasting of fiscal aggregates is poor, and links to 
subsequent MTFFs as well as between the MTFF and the annual budget are weak (i.e. each new 
MTFF starts the prioritization process anew). Furthermore, national and sectoral planning 
documents are not reconciled with the MTFF (or formulated within a realistic fiscal envelope) and 
often lack reasonable costing of investments and recurrent expenditures. 
 
8. Predictability and control of budget execution. Good progress has been made in the 
functioning of the Treasury Single Account and the expenditure limits exercised through the 
Government Financial Management Information System (GFMIS). However, the lack of 
expenditure commitment controls results in the budget instead being executed based on a 
monthly budget allotment schedule that establishes expenditure limits for ministries/agencies and 
which is revised frequently (due to the lack of funding). Internal rules and procedures incorporate 
a comprehensive set of controls, and compliance is assessed to be high. Internal audit was 
introduced across all GOM entities in 2012 and it now appears to be functional. 
 
9. Accounting, recording and reporting. Accounting, recording and reporting practices 
generally continue to be strong. The MOF does not allow suspense accounts, and it reviews 
budget entities’ chart of accounts to enforce this policy. Advance accounts are reviewed 
semiannually to ensure compliance with clearance requirements. In-year budget execution 
(“performance”) reports are legal requirements and prepared on a monthly and quarterly basis, 

 
4  World Bank. 2015. Mongolia – Public Financial Management Performance Report. Report Number 96546, April.  
5  World Bank. 2009. Mongolia – Report on the Observance of Standards and Codes: Corporate governance country 

assessment. Report Number 62596, June  
6  ADB. 2017. Country Partnership Strategy: Mongolia, 2017–2020. Manila. 
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and show actual expenditures and revenues compared with the approved budget. Data from 
budget entities is reconciled monthly with the Treasury’s GFMIS, and there are few errors. Entity-
level financial statements must be prepared twice yearly on full accrual basis and in line with the 
International Public Sector Accounting Standards (IPSAS), but not all standards have been issued 
and some only partially comply with standards. 
 
10. External scrutiny and audit. Parliament exercises considerable authority over fiscal 
matters and the budget (which would seem at odds with the considerable off-budget spending). 
There are clear rules for in-year budget amendments which put strict limits on the executive. All 
government entities are audited annually by the MNAO and a full range of financial audits and 
some aspects of performance audit are performed. The MNAO follows the International Standards 
on Auditing (ISA) and focuses on significant and systemic issues. Also, audit reports are 
submitted to Parliament in a timely manner and with clear evidence of follow-up on earlier MNAO 
recommendations, but Parliament pays less attention to external audit reports which weakens 
accountability. 
 
11. As can be seen from the above summary, the GOM’s PFM system is overall reasonably 
well-functioning, especially as regards information comprehensiveness and transparency, 
accounting and financial reporting, and external audit. 
 

IV. PROJECT FINANCIAL MANAGEMENT SYSTEM 
 
A. Overview 
 
12. Executing agency and PMO. The assessment reveals that the EA has experience 
dealing with projects funded by the ADB and other external donors. They have adequate internal 
control systems and financial reporting arrangements, not only for their regular budget and 
expenditure management, but also for other external funded projects. The EA will be overall 
responsible for (i) overseeing the services of the PMO7 for the day-to-day implementation of the 
project, and (ii) being the party to sign all contracts with consultants, suppliers and contractors 
employed by the project. The PMO will hire a full time Project Coordinator and procurement 
expert. The current GADIP financial management expert will assist and support the project. The 
PMO tasks include, among others, the procurement, accounting, monitoring, and supervision of 
the project, as well as the necessary liaison with the EA, contractors, suppliers, and ADB. The 
EA/PMO is also responsible for compliance with grant covenants. 
 
13. Funds flow arrangements. As the PMO will be under the direct guidance of the GOCC, 
it has the responsibility over the project operations and advance account. See Figure 1 for fund 
flow arrangement of the project. 
  

 
7  This project will utilize the existing PMO of GADIP including its financial management expert to expedite the project 

implementation 
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Figure 1: Fund Flow Diagram 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
 
 
 
 
 
 
 
 
 

 
14. Organization and staffing. The GOCC and the existing PMO of GADIP has adequate 
capacity and authority to support the financial management related matters to properly implement 
this project in compliance with ADB process and procedures. However, it is noted that the current 
staffing requires more training on ADB policies and procedures. 
 
15. Accounting policy and procedures. The EA and the existing PMO currently follows 
International Public Sector Accounting Standards. The accounting system allows for proper 
recording of financial transactions. The accounting policy and procedure manual is aligned with 
Mongolia’s Accounting Law and International Public Sector Accounting Standards—accrual and 
updated by the MOF. Only the MOF can alter or establish a new accounting policy or procedure. 
The EA follows Accrual basis of accounting in accordance with the national accounting law, 
budget law and Finance Minister Orders. The EA/PMO use a computerized financial accounting 
and reporting system. The EA records retention is for soft and hard copies of documents and 
retained in accordance with the “Law on Archive” and are easily accessible by authorized users. 
Retention periods specified in the law are much longer than the ADB requirement. 
 
16. Segregation of duties. The organizational structure of EA and the existing PMO ensures 
adequate segregation of duties with different persons doing the transactions, authorization, 
recording, custody of assets in the transaction and reconciliation of bank accounts and subsidiary 
ledgers. The EA finance department with a staff of fifteen are appropriately segregated. The 

Asian Development Bank 

Borrower 
(Ministry of Finance) 

 

 
Executing Agency (Governor’s Office of the Capital City or 

GOCC)  
Project Management Office 

  

Contractors, suppliers, 
developers, and consultants 

 

Grant Agreement 

Grant Agreement 

Note:                  Payments released to advance accounts and/or directly to contractors, suppliers, developers, and consultants  
                          Withdrawal application prepared by the PMO and forwarded to Ministry of Finance 
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functional responsibilities are performed by different staff to enable complete segregation of 
duties. 
 
17. Budgeting system. Budget inputs are provided by the various functional units for review 
and consolidation. All budget variations are explained, and the expenditures have proper 
functional classification to be justified. The specialist in-charge in the expenditure is responsible 
for the budget preparation. Budget monitoring are covered by the senior financial officer and 
accountant. 
 
18. Payments. Proper invoice processing procedures are in place within the existing PMO. 
Payments are made against invoices and other supporting documents that have been verified 
and submitted for payments. Sufficient safeguards exist for approval of expenditure against the 
allocated budget with procedures in place for approvals for variation from allocated budget and 
quarterly reporting and explanations for variance of actuals versus budget. 
 
19. Safeguard of assets. The accounting system followed by the EA and the existing PMO 
provides for adequate safeguards of assets from fraud, waste and abuse with appropriate record 
and labelling of fixed assets, inventory and stocks. There is a separate department for asset 
registration called department of property usage and management that manages the safeguard 
of assets as well as the disposal of assets. 
 
20. Internal audit. The EA has a fully functional Monitoring, Evaluation and Internal Audit 
Department. The Department is guided by the internal audit rule approved by the Government 
Resolution No. 483 dated 2015 and other relevant laws, rules and regulations. 
 
21. External audit. A high-quality external audit is an essential requirement for creating 
transparency in the use of public funds. External financial audits are conducted yearly by MNAO. 
The external audit for the project accounts will be done on an annual basis. Private auditing firm 
engaged by MNAO conducts the external audit of project accounts. 
 
22. Entity-level financial statements are audited annually by the MNAO. MNAO can also 
undertake performance audits as well as other types of external audits. The audits are carried out 
in a timely manner and in accordance with the ISA as promulgated by the International Auditing 
and Assurance Standards Board (IAASB). The project audit report for 2017 has indicated no 
major issues. 
 
23. Reporting systems. Financial Statements are prepared for the EA on quarterly basis and 
financial reporting is also done quarterly. Financial reports are generated by the accounting 
system. Performance reports include the budget thus it is easier to compare the actual 
expenditures against budgeted expenditures. The financial statements and financial reporting are 
generated using a financial report software. 
 
24. Information system. The accounting division of the EA uses customized accounting 
system. The IT unit of GOCC keeps back-up data online and retains hard copies. The existing 
PMO is using a computerized accounting system. 
 
25. Experience with other donors. The EA and the existing PMO has previous experience 
of implementing projects financed by ADB and other multilateral banks. 
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V. RISK ASSESSMENTS 
 
26. The FMA has considered two types of risks: (i) inherent risks, i.e., risks outside the direct 
control of the entity financial management; and (ii) control risks, i.e. risks concerning the internal 
functioning and control of the entity’s accounts division. The following key risks have been 
identified. 
 

Table 1: Financial Management Inherent and Control Risk Assessment 

Risk Description 
Risk 

Assessment 
Mitigation Measures or 
Risk Management Plan 

Inherent Risk   
I. Country Specific   

 
Overall the PFM system is quite well-
functioning, but misalignment between 
stated strategic priorities and actual 
expenditure as well as ineffective fiscal 
management remain politically determined 
challenges that adversely impact the 
technical level (low budget credibility, poor 
policy-based budgeting, and inadequate 
predictability in the availability of funds). 
Other issues include mismatch between the 
budget cycle and the short construction 
season, civil servant appointments, and a 
lack of policy continuity. 

 
Substantial 

 
ADB should continue to support the 
GOM’s efforts to further develop and 
improve the PFM system, including with 
focused grant-funded initiatives (e.g., 
ADB’s current support to develop cash 
management, public investment 
management and e-taxation) and more 
generally on support to promote drivers 
of change such as public sector 
governance and capacity development. 

II.  Entity Specific 
 
EA’s FM system appears well-functioning 
and in compliance with GOM procedural 
requirements, but it is affected by the overall 
systemic issues of the GOM (in particular 
budget credibility and predictability in funds 
availability). The EA has experience of ADB 
assisted projects. 

 
Low 

 
N/A 

 Overall Inherent Risk Substantial  
  Control Risk (EA/PMO)   

I. Funds Flow   
 
The PMO finance specialist is experienced 
and familiar with the Financial Management 
Procedure. And, she has received trainings 
on “ADB Client Portal Disbursements” in 
March 2019 and “Financial management 
training on Accrual based financial reporting 
for ADB Financed projects” in April 2019. 

 
Low 

 
N/A 
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II. Staffing   
 
The EA and the PMO has adequate 
capacity to support particularly on financial 
management to properly implement this 
project in compliance with ADB process and 
procedures. However, the current staffing 
requires more training on ADB policies and 
procedures 

 
Moderate 

 
Provide a series of financial management 
workshops and specialized training is 
recommended. 

III. Accounting Policy and 
Procedures 

  

 
Policies and procedures are well 
documented in Financial Management 
Manual. PMO will use “International Public-
Sector Accounting Standards - accrual” for 
recording of all transaction and reporting. 

 
Low 

 
N/A 

IV. Internal Audit   
 
GOCC has dedicated and fully functional 
Internal Audit Department and follows the 
internal audit rule based on the government 
laws, rules and regulations. 

 
Moderate 

 
Training on ADB requirement is needed. 

V. External Audit   
 
External audit is conducted in accordance 
with the Mongolia’s Accounting Law and 
International Public Sector Accounting 
Standards. Private auditing firm engaged by 
MNAO conducts the external audit of project 
accounts annually. 
 

 
Low 

 
N/A 

VI. Reporting and Monitoring   
 

Regular financial reports will be generated 
from the two separate accounting systems 
and regular monitoring is carried out by EA 
and PMO. 

 
Low 

 
N/A 

VII. Information Systems   
 

The EA uses computerized accounting 
software and the PMO uses PACs software 
which has backup available. The system is 
fully functional for all financial accounting 
and reporting. 

 
Low 

 
N/A 

 
Overall Control Risk 

 
Moderate 

 

 
Overall FM Risk 

 
Moderate 

 
The implementation of mitigation actions 
as proposed will reduce to risk to low. 
 

ADB = Asian Development Bank, EA = executing agency, GOCC = Governor’s Office of the Capital City, GOM = 
Government of Mongolia, MNAO = Mongolia National Audit Office, PFM = Public Finance Management, PMO = Project 
Management Office. 
Source: Asian Development Bank.  
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VI. STRENGTHS AND WEAKNESSES 
 
45.  Strengths. The following strengths in financial management assessment of the EA and 
the existing PMO of GADIP have been identified and need to be addressed: 
 

(i) There is a robust institutional link between planning and budgeting processes, 
which includes the use of physical targets where relevant.  

(ii) The GOM’s accounting system and policies is well-developed, and the existing 
PMO’s accounting procedures appear to be effective and function well (including 
as regards segregation of duties, payment processing, cash and bank 
arrangements, and safeguarding of assets). 

(iii) Financial reporting and monitoring follow the legislative requirements and is done 
on regular and timely basis.  

(iv) The existing PMO’s computerized accounting software information systems are 
well-functioning and can directly generate periodic financial statements and budget 
execution reports. 

(v) The GOM’s external audit framework appears well-developed and adequately 
operationalized, and external audit of the project accounts helps to promote 
accountability by reviewing and correcting systems and practices. 

 
46.  Weaknesses. The following weaknesses in financial management assessment of the EA 
and the existing PMO have been identified and need to be addressed: 

 
(i) The new financial management staff of PMO GADIP is not familiar with ADB 

financial management procedures and will thus require a series of financial 
management trainings. 

(ii) The internal audit staff under the GOCC requires training on ADB policies and 
procedures to ensure proper checks and balances. 

 
VI. ACTION PLAN 

 
47.  The following are proposed actions for supporting financial management by the project. 
 

Table 2: Time-Bound Action Plan 
Action Responsibility Timing 
1. Re-training on ADB FM 

procedures and requirements 
PMO Before grant effectiveness 

2. Training on ADB policies and 
procedures to internal audit staff 

GOCC internal audit dept  6 months after effectiveness 

ADB = Asian Development Bank, GOCC = Governor’s Office of the Capital City, PMO = project management office. 
 

VII. CONCLUSION 
 
48. Overall risk rating for project FMA is assessed as “Moderate”. The project arrangements are 
considered satisfactory since appropriate mitigation measures/management actions have been 
prepared to address the key issues. 
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Appendix 1: Financial Management Assessment Questionnaire 
Governor’s Office of the Capital City (GOCC) 

 

Topic Response 
Potential 

Risk Event 
1.  Executing/Implementing Agency   
1.1  What is the entity’s legal status/registration? Governor’s Office of The 

Capital City (Central 
organization of local 
government) 

 

1.2 How much equity (shareholding) is owned by the 
Government? 

100%t Government 
organization 

 

1.3 Obtain the list of beneficial owners of major blocks of 
shares (non-governmental portion), if any. 8 

none  

1.4  Has the entity implemented an externally financed 
project in the past? If yes, please provide details. 

Few projects in the past 
and currently 
implementing 20 
development projects in 
cooperation with 
international financing 
organizations such as 
ADB, World Bank, GIZ, 
etc. 

 

1.5  Briefly describe the statutory reporting requirements for 
the entity. 

As required by the law, 
quarterly and annual 
financial statements 
have to be submitted 
which should include: 
balance sheet, income 
statement, statement of 
changes in equity and 
statement of cash flow. 
 
The relevant laws 
include the Public Sector 
Financial Management 
Law (PSFML), 
Accounting Law, Unified 
Budget Law and 
relevant regulatory acts 
approved by the Ministry 
of Finance. 

 

1.6  Describe the regulatory or supervisory agency of the 
entity. 

The Office of the 
citizen’s representative 
acts as a primary 
supervisory/regulatory 
entity. Also, The Capital 
Governor’s Office has its 
own Audit department, 
and on the Government 
level the Prime minister 
regulates/supervises 
Governor’s action.  

 

1.7  What is the governing body for the project? Is the 
governing body for the project independent? 

Most loan projects have 
PMO established under 

 

 
8  In such cases, consult OAI on the need for integrity due diligence on non-governmental beneficial owners. 
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Topic Response 
Potential 

Risk Event 
the executing agency 
and has Project 
coordinator which 
reports to the mayor or 
vice mayor depending 
on a project’s specific 
nature. For TA projects, 
City’s executing agency 
works as an 
implementing agency. 
This project will utilize 
the PMO of GADIP for 
synergy and 
collaboration between 
ADB projects. 

1.8  Obtain current organizational structure and describe 
key management personnel. Is the organizational 
structure and governance appropriate for the needs of 
the project? 

The Government of 
Mongolia passes the 
structure of the Capital 
City Governor’s Office. 
Currently city has 10 
departments with over 
160 specialists. Key 
project management 
person is the head of 
Project Management 
and Coordination 
Department. Yes, it is 
appropriate. 
 

 

1.9  Does the entity have a Code of Ethics in place? Yes.  
1.10  Describe (if any) any historical issues reports of ethics 

violations involving the entity and management. How 
were they addressed? 

Ethics violations or 
related issues are 
handled by relevant laws 
and regulations. 

 

2.  Funds Flow Arrangements   
2.1  Describe the (proposed) project funds flow 

arrangements in detail, including a funds flow diagram 
and explanation of the flow of funds from ADB, 
government and other financiers, to the government, 
EA, IA, suppliers, contractors, ultimate beneficiaries, 
etc. as applicable. 

1. Funds are 
transferred to the 
accounts on the 
Ministry of Finance 
according to the 
agreement.  

2.  Ministry of Finance 
allocates the funds to 
the Project Unit’s 
account. 

3.  The project unit 
distributes the 
payment in 
accordance with the 
agreement. 

 

2.2  Are the (proposed) arrangements to transfer the 
proceeds of the loan (from the government / Finance 
Ministry) to the entity and to the end-recipients 
satisfactory? 

-  
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Topic Response 
Potential 

Risk Event 
2.3  Are the disbursement methods appropriate? Yes.  
2.4  What have been the major problems in the past 

involving the receipt, accounting and/or administration 
of funds by the entity? 

There have been no 
major problems in the 
past. 

 

2.5  In which bank will the Imprest Account (if applicable) 
be established? 

 

The Imprest account will 
be established in the 
State fund. 

 

2.6  Is the bank in which the imprest account is established 
capable of − 
• Executing foreign and local currency transactions? 
• Issuing and administering letters of credit (LC)? 
• Handling a large volume of transaction? 

Issuing detailed monthly bank statements 
promptly? 

Yes.  

2.7  Is the ceiling for disbursements from the imprest 
account and SOE appropriate/required? 

-  

2.8  Does the (proposed) project implementing unit (PIU) 
have experience in the management of disbursements 
from ADB? 

The Ulaanbaatar Urban 
Services and Ger Areas 
Development 
Investment Program’s 
(GADIP) PMO will be 
utilized by the project.  

 

2.9 Does the PIU have adequate administrative and 
accounting capacity to manage the imprest fund and 
statement of expenditure (SOE) procedures in 
accordance with ADB’s Loan Disbursement Handbook 
(LDH)? Identify any concern or uncertainty about the 
PIU’s administrative and accounting capability which 
would support the establishment of a ceiling on the 
use of the SOE procedure. 

GADIP’s PMO will be 
utilized by the project. 

 

2.10  Is the entity exposed to foreign exchange risk? If yes, 
describe the entity’s policy and arrangements for 
managing foreign exchange risk. 

No.  

2.11 How are the counterpart funds accessed? Released through 
budget approval for the 
year. 

 

2.12 How are payments made from the counterpart funds? According to the 
agreement. 

 

2.13 If project funds will flow to communities or NGOs, does 
the PIU have the necessary reporting and monitoring 
arrangements and features built into its systems to 
track the use of project proceeds by such entities? 

GADIP’s PMO will be 
utilized by the project. 

 

2.14 Are the beneficiaries required to contribute to project 
costs? If beneficiaries have an option to contribute in 
kind (in the form of labor or material), are proper 
guidelines and arrangements formulated to record and 
value the labor or material contributions at appraisal 
and during implementation? 

 

This project will use the 
same facilities with 
GADIP. 
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Topic Response 
Potential 

Risk Event 
2.14 Are the beneficiaries required to contribute to project 

costs? If beneficiaries have an option to contribute in 
kind (in the form of labor or material), are proper 
guidelines and arrangements formulated to record and 
value the labor or material contributions at appraisal 
and during implementation? 

 

This project will use the 
same facilities with 
GADIP. 

 

3.  Staffing   
3.1  What is the current and/or proposed organizational 

structure of the accounting department? Attach an 
organization chart. 

 

Structure of the 
accounting department: 
• Head of department - 

1 
• State Chief 

Accountant – 1 
• Bank Chief specialist – 

1 
• Budget specialist – 1 
• Budget expenditure 

specialist – 1 
• Public investment 

implementation 
specialist – 2 

• Warrant specialist – 1 
• Accountant – 2 
• Clerk – 4 
• State fund monitoring 

specialist - 1  

 

3.2 Will existing staff be assigned to the project, or will 
new staff be recruited? 

Yes, but additional 
financial expert will be 
hired in case, it is 
needed. 

 

3.3  Describe the existing or proposed project accounting 
staff, including job title, responsibilities, educational 
background and professional experience. Attach job 
descriptions and CVs of key existing accounting staff. 

-  

3.4  Is the project finance and accounting function staffed 
adequately? 

Yes  

3.5  Are the project finance and accounting staff 
adequately qualified and experienced? 

Yes.  

3.6  Are the project finance and accounting staff trained in 
ADB procedures, including the disbursement 
guidelines (i.e., LDH)? 

Yes.  

3.7  What is the duration of the contract with the project 
finance and accounting staff? 

GADIP has hired a new 
FM Specialist. Additional 
financial expert will be 
hired in case, it is 
needed. 

 

3.8  Identify any key positions of project finance and 
accounting staff not contracted or filled yet, and the 
estimated date of appointment. 

-  

3.9  For new staff, describe the proposed project finance 
and accounting staff, including job title, responsibilities, 

-  
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Topic Response 
Potential 

Risk Event 
educational background and professional experience. 
Attach job descriptions. 

3.10  Does the project have written position descriptions that 
clearly define duties, responsibilities, lines of 
supervision, and limits of authority for all of the 
officers, managers, and staff? 

-  

3.11  What is the turnover rate for finance and accounting 
personnel (including terminations, resignations, 
transfers, etc.)? 

-  

3.12  What is training policy for the finance and accounting 
staff? 

-  

3.13 Describe the list of training programs attended by 
finance and accounting staff in the last 3 years. 

 
-  

4. Accounting Policies and Procedures   
4.1  Does the entity have an accounting system that allows 

for the proper recording of project financial 
transactions, including the allocation of expenditures in 
accordance with the respective components, 
disbursement categories, and sources of funds (in 
particular, the legal agreements with ADB)? Will the 
project use the entity accounting system? If not, what 
accounting system will be used for the project? 

Yes. Staffs are required 
to follow the state 
budget law and other 
relevant guidelines. 

 

4.2  Are controls in place concerning the preparation and 
approval of transactions, ensuring that all transactions 
are correctly made and adequately explained? 

Yes.  

4.3  Is the chart of accounts adequate to properly account 
for and report on project activities and disbursement 
categories? Obtain a copy of the chart of accounts. 

Yes.  

4.4  Are cost allocations to the various funding sources 
made accurately and in accordance with established 
agreements? 

Yes.  

4.5  Are the General Ledger and subsidiary ledgers 
reconciled monthly? Are actions taken to resolve 
reconciliation differences? 

Yes.  

4.6   Describe the EA’s policy for retention of accounting 
records including supporting documents (e.g., ADB’s 
policy requires that all documents should be retained 
for at least 1 year after ADB receives the audited 
project financial statements for the final accounting 
period of implementation, or 2 years after the loan 
closing date, whichever is later). Are all accounting 
and supporting documents retained in a defined 
system that allows authorized users easy access? 

Yes. The City has its 
own City archives that 
retains documents 
according to guidelines 
and procedures. 

 

4.7  Describe any previous audit findings that have not 
been addressed. 

Audit findings are 
sometimes not 
addressed in a timely 
manner because MUB 
consists of many 
entities. 
 

Low as the 
project will 
be 
managed by 
the GADIP’s 
PMO 
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Topic Response 
Potential 

Risk Event 
 Segregation of Duties   
4.8  Are the following functional responsibilities performed 

by different units or persons: (i) authorization to 
execute a transaction; (ii) recording of the transaction; 
(iii) custody of assets involved in the transaction; 
(iv) reconciliation of bank accounts and subsidiary 
ledgers? 

Yes. Based on work 
duties, those functional 

responsibilities are 
performed by different 
persons but in same 

department. 

 

4.9  Are the functions of ordering, receiving, accounting for, 
and paying for goods and services appropriately 
segregated? 

Yes.  

 Budgeting System   
4.10  Do budgets include physical and financial targets? Yes.  
4.11  Are budgets prepared for all significant activities in 

sufficient detail to allow meaningful monitoring of 
subsequent performance? 

Yes.  

4.12  Are actual expenditures compared to the budget with 
reasonable frequency? Are explanations required for 
significant variations against the budget? 

Yes, for both.  

4.13  Are approvals for variations from the budget required 
(i) in advance, or (ii) after the fact? In advance.  

4.14 Is there a ceiling, up to which variations from the 
budget may be incurred without obtaining prior 
approval? 

-   

4.15 Who is responsible for preparation, approval and 
oversight/monitoring of budgets? 

Specialists in charge of 
expenditure, senior 
financial officer, 
accountant of 
expenditures. 

 

4.16 Describe the budget process. Are procedures in place 
to plan project activities, collect information from the 
units in charge of the different components, and 
prepare the budgets? 

Yes.  

4.17  Are the project plans and budgets of project activities 
realistic, based on valid assumptions, and developed 
by knowledgeable individuals? 

 
 Is there evidence of significant mid-year revisions, 

inadequate fund releases against allocations, or 
inability of the EA to absorb/spend released funds? 

 
 Is there evidence that government counterpart funding 

is not made available adequately or on a timely basis 
in prior projects? 

 
 What is the extent of over- or under-budgeting of major 

heads over the last 3 years? Is there a consistent 
trend either way? 

 

Yes.  

 Payments   
4.18 Do invoice-processing procedures require: (i) Copies 

of purchase orders and receiving reports to be 
obtained directly from issuing departments? 

Yes. These procedures 
are undertaken 
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Topic Response 
Potential 

Risk Event 
(ii) Comparison of invoice quantities, prices and terms, 
with those indicated on the purchase order and with 
records of goods actually received? (iii) Comparison of 
invoice quantities with those indicated on the receiving 
reports? (iv) Checking the accuracy of calculations? 
(v) Checking authenticity of invoices and supporting 
documents? 

according to accounting 
standards. 

4.19  Are all invoices stamped PAID, dated, reviewed and 
approved, recorded/entered into the system correctly, 
and clearly marked for account code assignment? 

Yes.  

4.20 Do controls exist for the preparation of the payroll? Are 
changes (additions/deductions/modifications) to the 
payroll properly authorized? 

 

Yes. Approval required. 
Any modifications are 
not accepted. 

 

 Policies and Procedures   
4.21  What is the basis of accounting (e.g., cash, accrual) 

followed (i) by the entity? (ii) By the project? 
Cash  

4.22  What accounting standards are followed (International 
Financial Reporting Standards, International Public 
Sector Accounting Standards – cash or accrual, or 
National Accounting Standards (specify) or other? 

International Public 
Sector Accounting 
Standards – cash 

Moderate – 
training on 
accrual 
method is 
needed 

4.23  Does the project have adequate policies and 
procedures manual(s) to guide activities and ensure 
staff accountability? 

Not yet  

4.24 Is the accounting policy and procedure manual 
updated regularly and for the project activities? 

When necessary  

4.25 Do procedures exist to ensure that only authorized 
persons can alter or establish a new accounting policy 
or procedure to be used by the entity? 

Yes. Only authorized 
entities 

 

4.26 Are there written policies and procedures covering all 
routine financial management and related 
administrative activities? 

Yes.  

4.27 Do policies and procedures clearly define conflict of 
interest and related party transactions (real and 
apparent) and provide safeguards to protect the 
organization from them? 

Yes.  

4.28  Are manuals distributed to appropriate personnel? Yes.  
4.29 Describe how compliance with policies and procedures 

are verified and monitored. 
 

-   

 Cash and Bank   
4.30  Indicate names and positions of authorized signatories 

for bank accounts. Include those persons who have 
custody over bank passwords, USB keys, or 
equivalent for online transactions. 

The Imprest account 
• 1st authorized 

signature: MOF 
official 

• 2nd authorized 
signature: Chief of 
The Capital City 
Governor’s Office 

Other project accounts 
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Topic Response 
Potential 

Risk Event 
• Project coordinator 

and project 
accountant 

4.31 Does the organization maintain an adequate and up-
to-date cashbook recording receipts and payments? 

Yes.  

4.32  Describe the collection process and cash handling 
procedures. Do controls exist for the collection, timely 
deposit and recording of receipts at each collection 
location? 

-  

4.33 Are bank accounts reconciled on a monthly basis? Or 
more often? 
Is cash on hand physically verified, and reconciled 
with the cash books? With what frequency is this 
done? 

Every day. 
 
no cash transaction 

 

4.34 Are all reconciling items approved and recorded? Yes.  
4.35 Are all unusual items on the bank reconciliation 

reviewed and approved by a responsible official? 
Yes.  

4.36  Are there any persistent/non-moving reconciling 
items? 

-  

4.37 Are there appropriate controls in safekeeping of 
unused cheques, USB keys and passwords, official 
receipts and invoices? 

Yes.  

4.38  Are any large cash balances maintained at the head 
office or field offices? If so, for what purpose? 

-  

4.39 For online transactions, how many persons possess 
USB keys (or equivalent), and passwords?  Describe 
the security rules on password and access controls. 

 

NA  

 Safeguard over Assets   
4.40 What policies and procedures are in place to 

adequately safeguard or protect assets from fraud, 
waste and abuse? 

Relevant laws and 
guidelines 

 

4.41 Does the entity maintain a Fixed Assets Register? Is 
the register updated monthly?  Does the register 
record ownership of assets, any assets under lien or 
encumbered, or have been pledged? 

There is a separate 
department for asset 
registration called 
Department of Property 
Usage and 
Management. 

 

4.42  Are subsidiary records of fixed assets, inventories and 
stocks kept up to date and reconciled with control 
accounts? 

Yes.  

4.43 Are there periodic physical inventories of fixed assets, 
inventories and stocks? Are fixed assets, inventories 
and stocks appropriately labeled? 

Yes. Every quarter or 
year. 

 

4.44 Are the physical inventory of fixed assets and stocks 
reconciled with the respective fixed assets and stock 
registers, and discrepancies analyzed and resolved? 

There is a separate 
department for asset 
registration called 
Department of Property 
Usage and Management 
that manages this 
matter. 

 

4.45 Describe the policies and procedures in disposal of 
assets. Is the disposal of each asset appropriately 

There is a separate 
department for asset 
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Topic Response 
Potential 

Risk Event 
approved and recorded? Are steps immediately taken 
to locate lost, or repair broken assets? 

registration called 
Department of Property 
Usage and Management 
that manages this 
matter. 

4.46  Are assets sufficiently covered by insurance policies? 
 

There is a separate 
department for asset 
registration called 
Department of Property 
Usage and Management 
that manages this 
matter. 

 

4.47 Describe the policies and procedures in identifying and 
maintaining fully depreciated assets from active 
assets. 

 

There is a separate 
department for asset 
registration called 
Department of Property 
Usage and Management 
that manages this 
matter. 
 

 

 Other Offices and Implementing Entities   
4.48  Describe any other regional offices or executing 

entities participating in implementation. 
The Capital City 
Governor’s Office, The 
Capital City Public 
Transport Service 
Department, Mayor’s 
Office and other relevant 
agencies. 

 

4.49 Describe the staff, their roles and responsibilities in 
performing accounting and financial management 
functions of such offices as they relate to the project. 

-  

4.50  Has the project established segregation of duties, 
controls and procedures for flow of funds and financial 
information, accountability, and reporting and audits in 
relation to the other offices or entities? 

There is segregation of 
duties. 

 

4.51  Does information among the different offices/ 
implementing agencies flow in an accurate and timely 
fashion? In particular, do the offices other than the 
head office use the same accounting and reporting 
system? 

Yes  

4.52  Are periodic reconciliations performed among the 
different offices/implementing agencies?  Describe the 
project reporting and auditing arrangements between 
these offices and the main executing/implementing 
agencies. 

Yes, periodic 
reconciliations 
performed monthly. 

 

4.53 If any sub-accounts (under the Imprest Account) will 
be maintained, describe the results of the assessment 
of the financial management capacity of the 
administrator of such sub-accounts. 

 

Sub-accounts 
established under the 
Imprest account is 
maintained by PMO’s 
accountant and 
coordinator. 
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Topic Response 
Potential 

Risk Event 
 Contract Management and Accounting   
4.54 Does the agency maintain contract-wise accounting 

records to indicate gross value of contract, and any 
amendments, variations and escalations, payments 
made, and undisbursed balances?  Are the records 
consistent with physical outputs/deliverables of the 
contract? 

Yes.  

4.55 If contract records are maintained, does the agency 
reconcile them regularly with the contractor? 

 

Performance is certified 
by contractors and 
controlled in accordance 
with the relevant laws 
and regulations. 
 

 

 Other   
4.56  Describe project arrangements for reporting fraud, 

corruption, waste and misuse of project resources.  
Has the project advised employees, beneficiaries and 
other recipients to whom to report if they suspect 
fraud, waste or misuse of project resources or 
property? 

 

Yes, they can report in 
accordance with anti-
corruption legal 
framework, wrongdoings 
are determined. 

 

5. Internal Audit   
5.1  Is there an internal audit (IA) department in the entity? Yes.  
5.2  What are the qualifications and experience of the IA 

staff? 
According to their own 
required TOR. 

 

5.3  To whom does the head of the internal audit report? Governor of the Capital 
City. 

 

5.4  Will the internal audit department include the project in 
its annual work program? 

Yes.  

5.5  Are actions taken on the internal audit findings? Yes.  
5.6  What is the scope of the internal audit program? How 

was it developed? 
-  

5.7  Is the IA department independent? Yes.  
5.8 Do they perform pre-audit of transactions? -  
5.9  Who approves the internal audit program? Head of the Internal 

audit department. 
 

5.10  What standards guide the internal audit program? Internal Audit Rule 
approved by 
Government’s 
Resolution No 483 
dated on 2015 and other 
relevant laws, rules and 
regulations. 

 

5.11  How are audit deficiencies tracked? -  
5.12 How long have the internal audit staff members been 

with the organization? 
At least 3 years, 
average is 6 to 7 years 

 

5.13  Does any of the internal audit staff have an IT 
background? 

Yes.  

5.14 How frequently does the internal auditor meet with the 
audit committee without the presence of 
management? 

The Audit Committee 
must have a meeting at 
least 2 times in 6 
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Topic Response 
Potential 

Risk Event 
months according to 
law. 

5.15 Has the internal auditor identified / reported any issue 
with reference to availability and completeness of 
records? 

Yes.  

5.16 Does the internal auditor have sufficient knowledge 
and understanding of ADB’s guidelines and 
procedures, including the disbursement guidelines and 
procedures (i.e., LDH)? 

 

No. Moderate – 
training on 
ADB policies 
and 
requirements 

6.  External Audit – Entity Level   
6.1  Is the entity financial statement audited regularly by an 

independent auditor? Who is the auditor? 
Yes, every year by The 
State’s Audit 
Department 

 

6.2  Are there any delays in audit of the entity? When are 
the audit reports issued? 

No. the audit reports are 
regularly issued on time. 

 

6.3  Is the audit of the entity conducted in accordance with 
the International Standards on Auditing, or the 
International Standards for Supreme Audit Institutions, 
or national auditing standards? 

Yes.  

6.4  Were there any major accountability issues noted in 
the audit report for the past three years? 

No.  

6.5  Does the external auditor meet with the audit 
committee without the presence of management? 

Yes.  

6.6  Has the entity engaged the external audit firm for any 
non-audit engagements (e.g., consulting)? If yes, what 
is the total value of non-audit engagements, relative to 
the value of audit services? 

No.  

6.7  Has the external auditor expressed any issues on the 
availability of complete records and supporting 
documents? 

If required.  

6.8 Does the external auditor have sufficient knowledge 
and understanding of ADB’s guidelines and 
procedures, including the disbursement guidelines and 
procedures (i.e., LDH)? 

-  

6.9  Are there any material issues noted during the review 
of the audited entity financial statements that were not 
reported in the external audit report? 

 

No.  

 External Audit – Project Level   
6.10 Will the entity auditor audit the project accounts or will 

another auditor be appointed to audit the project 
financial statements? 

The State’s Audit 
Department 

 

6.11  Are there any recommendations made by the auditors 
in prior project audit reports or management letters 
that have not yet been implemented? 

No  

6.12  Is the project subject to any kind of audit from an 
independent governmental entity (e.g. the supreme 
audit institution) in addition to the external audit? 

Yes  

6.13  Has the project prepared acceptable terms of 
reference for an annual project audit? Have these 
been agreed and discussed with the EA and the 
auditor? 

Based on the 
performance plan of the 
auditor, the action plan 
gets discussed and 
agreed. 

 



20 

 
 

Topic Response 
Potential 

Risk Event 
6.14 Has the project auditor identified any issues with the 

availability and completeness of records and 
supporting documents? 

N/A  

6.15 Does the external auditor have sufficient knowledge 
and understanding of ADB’s guidelines and 
procedures, including the disbursement guidelines and 
procedures (i.e., LDH)? 

N/A  

6.16  Are there any recommendations made by the auditors 
in prior audit reports or management letters that have 
not yet been implemented? 

Yes  

[For second or subsequent projects] 
6.17 Were past audit reports complete, and did they fully 

address the obligations under the loan agreements? 
Were there any material issues noted during the 
review of the audited project financial statements and 
related audit report that have remained unaddressed? 

 

  

7.  Reporting and Monitoring   
7.1  Are financial statements and reports prepared for the 

entity? 
Yes  

7.2  Are financial statements and reports prepared for the 
implementing unit(s)? 

Yes  

7.3  What is the frequency of preparation of financial 
statements and reports? Are the reports prepared in a 
timely fashion so as to be useful to management for 
decision making? 

Every quarter  

7.4  Does the entity reporting system need to be adapted 
for project reporting? 

Yes  

7.5  Has the project established financial management 
reporting responsibilities that specify the types of 
reports to be prepared, the report content, and 
purpose of the reports? 

  

7.6 Are financial management reports used by 
management? 

Yes.  

7.7 Do the financial reports compare actual expenditures 
with budgeted and programmed allocations? 

The budget is reflected 
in the performance 
reports, so it can be 
compared 

 

7.8 How are financial reports prepared? Are financial 
reports prepared directly by the automated accounting 
system or are they prepared by spreadsheets or some 
other means? 

Using Financial Report 
software 

 

7.9  Does the financial system have the capacity to link the 
financial information with the project's physical 
progress? If separate systems are used to gather and 
compile physical data, what controls are in place to 
reduce the risk that the physical data may not 
synchronize with the financial data? 

No not yet. Still 
implementing 

 

7.10 Does the entity have experience in implementing 
projects of any other donors, co-financiers, or 
development partners? 

 

Yes  
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Topic Response 
Potential 

Risk Event 
8.  Information Systems   
8.1  Is the financial accounting and reporting system 

computerized? 
Yes  

8.2 If computerized, is the software off-the-shelf, or 
customized? 

Computerized  

8.3 Is the computerized software standalone, or integrated 
and used by all departments in the headquarters and 
field units using modules? 

Standalone  

8.4 How are the project financial data integrated with the 
entity financial data? Is it done through a module in the 
enterprise financial system with automatic data 
transfer, or does it entail manual entry? 

Manual entry  

8.5 Is the computerized software used for directly 
generating periodic financial statements, or does it 
require manual intervention and use of Excel or similar 
spreadsheet software? 

Excel sheets are used.  

8.6  Can the system automatically produce the necessary 
project financial reports? 

Yes. System may be 
adjusted as needed. 

 

8.7  Is the staff adequately trained to maintain the 
computerized system? 

Yes. More training is 
required 

 

8.8  Do the management, organization and processes and 
systems safeguard the confidentiality, integrity and 
availability of the data? 

Yes. Very strict in 
confidentiality 

 

8.9 Are there back-up procedures in place? Yes.  
8.10 Describe the backup procedures – online storage, 

offsite storage, offshore storage, fire, earthquake and 
calamity protection for backups. 

Some online storage 
and some offshore 
storage for hard copies. 
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Appendix 2: Financial Management Assessment Questionnaire 
Ulaanbaatar Urban Services and Ger Areas Development Investment Program (GADIP) 

Project Management Office (PMO) 
 

Topic Response 
Potential Risk 

Event 
 
1.  Executing/Implementing 

Agency  

  

1.1  What is the entity’s legal status / 
registration?  

Municipality of Ulaanbaatar (MUB) is the civic 
administration body of Ulaanbaatar and 
resembles the city government. Hence, no 
separate registration is required. 

L 

1.2 How much equity (shareholding) 
is owned by the Government? 

MUB being the city government, there is no 
requirement of equity shareholding. It is 100 % 
Government owned.  

L 

1.3 Obtain the list of beneficial 
owners of major blocks of shares 
(non-governmental portion), if 
any.  

Not applicable.  NA 

1.4 Has the entity implemented an 
externally financed project in the 
past? If yes, please provide 
details. 

Yes.   

- Ulaanbaatar Clean Air Project funded 
by World Bank loan 

- Urban Transport Development 
Investment Program-Tranche1 funded 
by ADB loan 

- Ulaanbaatar Green Affordable Housing 
and Resilient Urban Renewal Sector 
Project funded by ADB loan 

- Ulaanbaatar Solid Waste Modernization 
Project funded by EBRD loan 

 
And there are 8 projects being implemented by 
grant from Asia Foundation, KOICA, ADB, JICA, 
TICA, UN, etc. 

L 

1.5 Briefly describe the statutory 
reporting requirements for the 
entity. 

As required by the law, quarterly and annual 
financial statements have to be submitted to the 
Ministry of Finance (MOF), Government of 
Mongolia, which includes: (i) balance sheet, 
(ii) income statement, (iii) statement of changes 
in equity, (iv) statement of cash flows, and 
(v) budget performance statement and notes to 
the financial statements in accordance with the 
relevant laws, that cover: (i) the Public Sector 
Financial Management Law (PSFML), 
(ii) Accounting Law, (iii)  Unified Budget Law, 
and (iv) relevant regulatory acts passed by the 
Ministry of Finance (MOF). 
 
As required by tax law, monthly and quarterly 
Personal Income tax, Social & Health Insurance 
and Vehicle tax report must be submitted to the 
Tax Office of Mongolia. 

L 
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Topic Response 
Potential Risk 

Event 
1.6 Describe the regulatory or 

supervisory agency of the entity. 
The MOF regulates/supervises all financial 
transactions and reports of MUB.   

L 

1.7 What is the governing body for 
the project? Is the governing 
body for the project 
independent?  

Project governance is undertaken by the PMO; 
and overseen by a Project Steering Committee, 
which is headed by the Mayor/Governor of MUB 
and officials of other departments/agencies of 
GoM are members, which facilitates 
independence of the governance. 

 

1.8 Obtain current organizational 
structure and describe key 
management personnel. Is the 
organizational structure and 
governance appropriate for the 
needs of the project?  

Under the overall supervision of MUB, and 
Project monitoring and coordination Department 
of The Governor's Office of The Capital City, the 
PMO carries out the required project functions.  
 
PMO has a coordinator, 2 deputy project 
coordinators, 1 office manager, 6 engineers, 
2 finance specialists/accountants, 1 procurement 
specialist, 1 contract specialist, 2 safeguard 
specialists, 1 monitoring and evaluation officer, 
2 land acquisition and resettlement specialists, 
1 urban planner specialist, contract specialist 
and 3 drivers. 4 short-term officers in support of 
land acquisition and resettlement are at the 
PMO.  
 
The key personnel involved for accounts and 
finance functions are the coordinator and the 
financial specialists.  
 
Additional financial management expert was 
hired to meet the increasing workload in the 
accounting and financial management process. 

M factoring the 
new additional 
financial 
management 
expert which 
requires training 
on ADB policies 
and procedures. 

1.9   Does the entity have a Code of 
Ethics in place? 

MUB is covered by the Code of Ethics for Civil 
servants.  

L 

1.10  Describe (if any) any historical 
issues reports of ethics 
violations involving the entity and 
management. How were they 
addressed? 

 

None.   L 

2.  Funds Flow Arrangements    
2.1  Describe the project funds flow 

arrangements in detail, including 
a funds flow diagram and 
explanation of the flow of funds 
from ADB, government and 
other financiers, to the 
government, EA, IA, suppliers, 
contractors, ultimate 
beneficiaries, etc. as applicable.  

Upon approval of the withdrawal application by 
ADB, funds are deposited to the corresponding 
imprest account with the State Bank of 
Mongolia. seven imprest accounts have been 
established, one for each fund source: (ADB 
OCR loans, ADB COL loans, ADB Grant, and 
the EIB loans). There are also 19 subaccounts 
established respectively due to State Budgetary 
requirements on each economic program and 
purpose.  
 
The overall fund flow is: ADB--GoM-MUB--
PMO 

L 
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Topic Response 
Potential Risk 

Event 
2.2  Are the (proposed) 

arrangements to transfer the 
proceeds of the loan (from the 
government / Finance Ministry) 
to the entity and to the end-
recipients satisfactory?  

Yes.  L 

2.3   Are the disbursement methods 
appropriate? 

Yes. L 

2.4 What have been the major 
problems in the past involving 
the receipt, accounting and/or 
administration of funds by the 
entity?  

None so far. L 

2.5 In which bank will the Imprest 
Account (if applicable) be 
established?  

The imprest accounts have been established at 
the State Bank of Mongolia for both tranches 1 
and 2. The imprest accounts for tranche 3 will be 
established at the same bank. 

L 

2.6 Is the bank in which the imprest 
account is established capable 
of− 

• Executing foreign and local 
currency transactions? 

• Issuing and administering 
letters of credit (LC)? 

• Handling a large volume of 
transaction? 

• Issuing detailed monthly bank 
statements promptly? 

Yes. L 

2.7  Is the ceiling for disbursements 
from the imprest account and 
SOE appropriate/required? 

No. L 

2.8 Does the (proposed) project 
implementing unit (PIU) have 
experience in the management 
of disbursements from ADB?  

Yes.  
 
  

L 

2.9 Does the PIU have adequate 
administrative and accounting 
capacity to manage the imprest 
fund and statement of 
expenditure (SOE) procedures in 
accordance with ADB’s Loan 
Disbursement Handbook (LDH)? 
Identify any concern or 
uncertainty about the PIU’s 
administrative and accounting 
capability which would support 
the establishment of a ceiling on 
the use of the SOE procedure. 

 

The PMO is familiar and experienced with the 
ADB procedures. 
 
Currently, the PMO uses an electronic 
accounting system which is named PACS 
provided by Info Systems LLC.  
 
This is expected to facilitate withdrawal 
applications, as well as funds withdrawal and 
disbursements at the PMO level.  The system is 
compatible and linked to the MUB system to 
facilitate disbursements and financial reporting. 
Due to the transition in financial reporting the 
program needs to be reconfigured.  

L 

 2.10 Is the entity exposed to foreign 
exchange risk? If yes, describe 
the entity’s policy and 

Yes. The State Bank of Mongolia and the MOF 
deals with number of bilateral and multi-lateral 
funding and is well versed to manage the foreign 
exchange risk. 

L 
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Topic Response 
Potential Risk 

Event 
arrangements for managing 
foreign exchange risk. 

PMO records and reports foreign exchange rate 
as daily transactions are recorded based on the 
actual commercial rate. For income statement 
accounts are to be based on the daily exchange 
rates, for balance sheet accounts ending 
balance use the Bank of Mongolia exchange 
rate.  

 2.11 How are counterpart funds 
accessed?  

Counterpart funds are part of the MUB budget 
approved for each year.   

L 

2.12 How are payments made from 
the counterpart funds?  

 

Payments made from the counterpart funds are 
done in accordance with conditions of signed 
contract.  

L 

2.13 If project funds will flow to 
communities or NGOs, does the 
PIU have the necessary 
reporting and monitoring 
arrangements and features built 
into its systems to track the use 
of project proceeds by such 
entities?  

Yes.  L 

2.14 Are the beneficiaries required to 
contribute to project costs? If 
beneficiaries have an option to 
contribute in kind (in the form of 
labor or material), are proper 
guidelines and arrangements 
formulated to record and value 
the labor or material 
contributions at appraisal and 
during implementation?  

 

No. L 

3.  Staffing   
3.1  What is the current and/or 

proposed organizational 
structure of the accounting 
department? Attach an 
organization chart.  

 
 
 

 

3.2 Will existing staff be assigned to 
the project, or will new staff be 
recruited? 

Yes  

3.3 Describe the existing or 
proposed project accounting 
staff, including job title, 
responsibilities, educational 
background and professional 
experience. Attach job 
descriptions and CVs of key 
existing accounting staff.  

Job description of existing accounting staff  L 

3.4 Is the project finance and 
accounting function staffed 
adequately?  

Yes. The Finance and Accounts Section 
has been handling the function 
successfully. Additional financial consultant 
was hired to support the day to day task 

M – training 
required on new 
staff 
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Topic Response 
Potential Risk 

Event 
due to heavy workload of the project 
accounting.  

3.5 Are the project finance and 
accounting staff adequately 
qualified and experienced?  

Yes. L 

3.6 Are the project finance and 
accounting staff trained in ADB 
procedures, including the 
disbursement guidelines (i.e., 
LDH)?  

Yes, but additional training will be required.   M 

3.7 What is the duration of the 
contract with the project finance 
and accounting staff?  

The PMO financial staff has a one-year contract 
with the MOF.   

L 

3.8 Identify any key positions of 
project finance and accounting 
staff not contracted or filled yet, 
and the estimated date of 
appointment. 

None at MUB.  
 
 

.NA 

3.9 For new staff, describe the 
proposed project finance and 
accounting staff, including job 
title, responsibilities, educational 
background and professional 
experience. Attach job 
descriptions. 

- possess qualifications required by MOF.  
- have experience in electronic accounting 

system.  
- knowledgeable with procedures required for 

MOF, MUB, and donor organization 
procedure. 

 

 

3.10 Does the project have written 
position descriptions that clearly 
define duties, responsibilities, 
lines of supervision, and limits of 
authority for all of the officers, 
managers, and staff?  

Yes. The PMO is regulated by existing rules 
approved by MOF and MUB on project 
management.   
 
Payments are made subsequent to internal 
review and checking. 

L 

3.11 What is the turnover rate for 
finance and accounting 
personnel (including 
terminations, resignations, 
transfers, etc.)?  

The turnover rate is low.   L 

3.12 What is training policy for the 
finance and accounting staff?  

The staff is required to undergo periodic training, 
which is organized by MOF, the Financial 
Regulatory Commission, and the National Audit 
Committee. 

L 

3.13 Describe the list of training 
programs attended by finance 
and accounting staff in the last 3 
years. 

 

- MONICPA (May 2016) – Auditor assurance 
training 

- MONICPA (Dec 2016)- CPA training 
- Government agency for policy coordination 

on state property (Oct 2017) – Procurement 
A3 certificate training 

- Government agency for policy coordination 
on state property (Apr 2018) – PPE’s 
training 

- MOF (Jun 2018) – Loan Disbursement CPD/ 
Grant Disbursement seminar 
 

L 
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Topic Response 
Potential Risk 

Event 
4.  Accounting Policies and 

Procedures  
  

4.1  Does the entity have an 
accounting system that allows 
for the proper recording of 
project financial transactions, 
including the allocation of 
expenditures in accordance with 
the respective components, 
disbursement categories, and 
sources of funds (in particular, 
the legal agreements with ADB)? 
Will the project use the entity 
accounting system? If not, what 
accounting system will be used 
for the project? 

Yes. Staff members are required to follow the 
budget law guidelines.  

L 

4.2  Are controls in place concerning 
the preparation and approval of 
transactions, ensuring that all 
transactions are correctly made 
and adequately explained?  

Yes, the accounting system itself has the control 
system to make sure all the transactions are 
correctly made with sufficient explanation. 
 
 

L 

4.3  Is the chart of accounts 
adequate to properly account for 
and report on project activities 
and disbursement categories? 
Obtain a copy of the chart of 
accounts. 

Yes. The chart of accounts is accessible through 
the electronic accounting system.  
Further, if required, necessary accounts are 
created to monitor the expenses and its 
disbursement in the Chart of Accounts. 

L 

4.4  Are cost allocations to the 
various funding sources made 
accurately and in accordance 
with established agreements?  

Yes.  L 

4.5  Are the General Ledger and 
subsidiary ledgers reconciled 
monthly? Are actions taken to 
resolve reconciliation 
differences? 

Yes. Reconciliation of accounts are done 
quarterly and annually. 

L 

4.6  Describe the EA’s policy for 
retention of accounting records 
including supporting documents 
(e.g., ADB’s policy requires that 
all documents should be 
retained for at least 1 year after 
ADB receives the audited project 
financial statements for the final 
accounting period of 
implementation, or 2 years after 
the loan closing date, whichever 
is later). Are all accounting and 
supporting documents retained 
in a defined system that allows 
authorized users easy access?  

Yes. Archiving and the documentation rules of 
the MOF are being followed.  

L 

4.7  Describe any previous audit 
findings that have not been 
addressed. 

None.  Findings of audit reports are resolved 
immediately.  

L 
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Topic Response 
Potential Risk 

Event 
 

 Segregation of Duties    
4.8 Are the following functional 

responsibilities performed by 
different units or persons: 
(i) authorization to execute a 
transaction; (ii) recording of the 
transaction; (iii) custody of 
assets involved in the 
transaction; (iv) reconciliation of 
bank accounts and subsidiary 
ledgers?  

Yes, based on work duties, those functional 
responsibilities are performed by different 
persons; and segregation of duties is maintained 
in all functional activities as part of the internal 
control system. 

L 

4.9 Are the functions of ordering, 
receiving, accounting for, and 
paying for goods and services 
appropriately segregated?  

 

Yes, the job description and allocation provide 
for the same. 

L 

 Budgeting System    
4.10 Do budgets include physical and 

financial targets?  
Yes. L 

4.11 Are budgets prepared for all 
significant activities in sufficient 
detail to allow meaningful 
monitoring of subsequent 
performance?  

Yes. L 

4.12 Are actual expenditures 
compared to the budget with 
reasonable frequency? Are 
explanations required for 
significant variations against the 
budget?  

Yes, explanations are taken for variances. L 

4.13 Are approvals for variations from 
the budget required (i) in 
advance, or (ii) after the fact? 

In advance. L 

4.14 Is there a ceiling, up to which 
variations from the budget may 
be incurred without obtaining 
prior approval? 

None. L 

4.15 Who is responsible for 
preparation, approval and 
oversight/monitoring of budgets?  

Officer in charge of budget expenditures at MUB. L 

4.16 Describe the budget process. 
Are procedures in place to plan 
project activities, collect 
information from the units in 
charge of the different 
components, and prepare the 
budgets?  

Yes. 
 
PMO prepares the budget requests for planned 
activities with sufficient information & justification 
and submits to the MUB State Department of 
Finance and Treasury and Ministry of Finance 
for approval.  

L 

4.17 Are the project plans and 
budgets of project activities 
realistic, based on valid 
assumptions, and developed by 
knowledgeable individuals?  

 

Yes, it is planned with the latest updated work 
plan. 
Financial statements are prepared on quarterly 
and annual basis. Financial Statements must be 
submitted to MOF every 6 months. 
 

L 
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Potential Risk 

Event 
 
Is there evidence of significant 
mid-year revisions, inadequate 
fund releases against 
allocations, or inability of the EA 
to absorb/spend released funds? 

 
 Is there evidence that 

government counterpart funding 
is not made available adequately 
or on a timely basis in prior 
projects? 

 
 
 
 
 
 What is the extent of over- or 

under-budgeting of major heads 
over the last 3 years? Is there a 
consistent trend either way? 

 

No.  
 
 
 
 
 
Yes, there are plenty of evidence that 
government counter funding budgets. For 
example, in 2019 FY Project Management Office 
requested 75.6 billion tugriks budget from State 
Budget including (Land acquisition 
compensation, resettlement support, and Civil 
works MUB share of expenditures cost) But 
approved Budget was 18.0 billion tugriks for 
MUB Funding. 
 
Over the last 3 years, budget and performance 
indicator shows for each year below: 2017 FY 
approved budget 36.7 billion tugriks vs 
disbursement performance was 6.1 billion MNT 
which was over budgeted. 2018 FY approved 
budget 30.3 billion tugriks vs disbursement 
performance was 29.7 billion tugriks. 2019 There 
is not any consistency trend for approvals, MUB 
tend to cut down as much as possible each year. 
  

 Payments    
4.18 Do invoice-processing 

procedures require: (i) Copies of 
purchase orders and receiving 
reports to be obtained directly 
from issuing departments? 
(ii) Comparison of invoice 
quantities, prices and terms, with 
those indicated on the purchase 
order and with records of goods 
actually received? (iii) 
Comparison of invoice quantities 
with those indicated on the 
receiving reports? (iv) Checking 
the accuracy of calculations? 
(v) Checking authenticity of 
invoices and supporting 
documents? 

Yes, invoice processing procedure is practiced; 
and according to accounting standards.  

L 

4.19 Are all invoices stamped PAID, 
dated, reviewed and approved, 
recorded/entered into the system 
correctly, and clearly marked for 
account code assignment?  

Yes. L 

4.20 Do controls exist for the 
preparation of the payroll? Are 
changes 
(additions/deductions/modificatio
ns) to the payroll properly 
authorized?  

 

Yes. Approvals and proper authorizations are 
required. Modifications are not accepted.  

L 

 Policies and Procedures    
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Topic Response 
Potential Risk 

Event 
4.21 What is the basis of accounting 

(e.g., cash, accrual) followed 
(i) by the entity? (ii) By the 
project? 

(i) Accrual basis. 
(ii) Transition to accrual basis.  

L 

4.22 What accounting standards are 
followed (International Financial 
Reporting Standards, 
International Public Sector 
Accounting Standards—cash or 
accrual, or National Accounting 
Standards (specify) or other?  

International Public Sector Accounting 
Standards 

L 

4.23 Does the project have adequate 
policies and procedures 
manual(s) to guide activities and 
ensure staff accountability?  

Yes. The Facility Administration Manual (FAM) is 
followed as agreed with ADB and EIB.  

L 

4.24 Is the accounting policy and 
procedure manual updated 
regularly and for the project 
activities?  

Accounting policy and procedure manual is 
being updated by the Consultant team to be 
used for tranche 2 project.  

L 

4.25 Do procedures exist to ensure 
that only authorized persons can 
alter or establish a new 
accounting policy or procedure 
to be used by the entity?  

Only MOF can apply changes.  L 

4.26 Are there written policies and 
procedures covering all routine 
financial management and 
related administrative activities?  

Yes, and is being updated.  L 

4.27 Do policies and procedures 
clearly define conflict of interest 
and related party transactions 
(real and apparent) and provide 
safeguards to protect the 
organization from them?  

Yes.  L 

4.28 Are manuals distributed to 
appropriate personnel?  

Yes, for Tranche 1. Upon finalization of the 
manual for T2, it will be distributed to the 
appropriate personnel.  

L 

4.29  Describe how compliance with 
policies and procedures are 
verified and monitored. 

 

Compliance with policies and procedures are 
verified through internal audits of MUB and 
external audits. 

L 

 Cash and Bank    
4.30 Indicate names and positions of 

authorized signatories for bank 
accounts. Include those persons 
who have custody over bank 
passwords, USB keys, or 
equivalent for online 
transactions. 

- For imprest and sub bank account: 
 Authorized first signature—Director General, 

Treasury Department, Ministry of Finance 
 Authorized second signature – Chief of The 
 Governor’s Office of the Capital City 
- For operational expenditure account: 

Authorized first signature – Project 
Coordinator, PMO 

 Authorized second signature – Financial 
Specialist, PMO 

L 
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Potential Risk 

Event 
4.31 Does the organization maintain 

an adequate and up-to-date 
cash book recording receipts 
and payments?  

Yes. L 

4.32 Describe the collection process 
and cash handling procedures. 
Do controls exist for the 
collection, timely deposit and 
recording of receipts at each 
collection location?  

At MUB, yes.  
 
Not applicable to project 

NA 

4.33 Are bank accounts reconciled on 
a monthly basis? Or more often? 

 Is cash on hand physically 
verified, and reconciled with the 
cash books? With what 
frequency is this done? 

Bank accounts are reconciled every day. L 

4.34  Are all reconciling items 
approved and recorded? 

Yes. L 

4.35 Are all unusual items on the 
bank reconciliation reviewed and 
approved by a responsible 
official?  

Yes. L 

4.36 Are there any persistent/non-
moving reconciling items? 

None. L 

4.37 Are there appropriate controls in 
safekeeping of unused cheques, 
USB keys and passwords, 
official receipts and invoices? 

Yes. L 

4.38  Are any large cash balances 
maintained at the head office or 
field offices? If so, for what 
purpose? 

Not applicable. L 

4.39 For online transactions, how 
many persons possess USB 
keys (or equivalent), and 
passwords?  Describe the 
security rules on password and 
access controls. 

 

Not applicable. L 

 Safeguard over Assets    
4.40 What policies and procedures 

are in place to adequately 
safeguard or protect assets from 
fraud, waste and abuse?  

Assets are managed in accordance with the Law 
on local and state property and its’ 
corresponding regulations’ 

L 

4.41 Does the entity maintain a Fixed 
Assets Register? Is the register 
updated monthly?  Does the 
register record ownership of 
assets, any assets under lien or 
encumbered, or have been 
pledged? 

Yes.  L 
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Potential Risk 

Event 
4.42 Are subsidiary records of fixed 

assets, inventories and stocks 
kept up to date and reconciled 
with control accounts?  

Yes. L 

4.43 Are there periodic physical 
inventories of fixed assets, 
inventories and stocks? Are 
fixed assets, inventories and 
stocks appropriately labeled? 

Yes. Physical inventories of assets are done on 
an annual basis.   

L 

4.44 Are the physical inventory of 
fixed assets and stocks 
reconciled with the respective 
fixed assets and stock registers, 
and discrepancies analyzed and 
resolved? 

Yes.  L 

4.45 Describe the policies and 
procedures in disposal of assets. 
Is the disposal of each asset 
appropriately approved and 
recorded? Are steps immediately 
taken to locate lost, or repair 
broken assets? 

Yes.  L 

4.46 Are assets sufficiently covered 
by insurance policies?  

 

Yes.  L 

4.47 Describe the policies and 
procedures in identifying and 
maintaining fully depreciated 
assets from active assets. 

 

There are existing guidelines followed by all 
government entities in applying depreciation on 
assets, maintenance of fully depreciated assets, 
and active assets. 

L 

 Other Offices and 
Implementing Entities  

  

4.48 Describe any other regional 
offices or executing entities 
participating in implementation. 

MOF/MUB, Ministry of Energy, USUG, UB 
District Heating Company, Electricity Distribution 
Network, NOSK, UB Housing Authority, 
Professional Inspection Agency, Construction 
Development Center (under MCUD) and others 

L 

4.49 Describe the staff, their roles 
and responsibilities in performing 
accounting and financial 
management functions of such 
offices as they relate to the 
project. 

PMO accountant and MUB finance staff duties 
are consistent with the International accounting 
standards for public sector, budget law and Rule 
196 from MOF.  

L 

4.50 Has the project established 
segregation of duties, controls 
and procedures for flow of funds 
and financial information, 
accountability, and reporting and 
audits in relation to the other 
offices or entities?  

Yes, in accordance with the loan agreements 
between ADB and MOF, FAM and relevant law 
and regulations.   

L 

4.51 Does information among the 
different offices/implementing 
agencies flow in an accurate and 

Yes. L 
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Topic Response 
Potential Risk 

Event 
timely fashion? In particular, do 
the offices other than the head 
office use the same accounting 
and reporting system?  

4.52 Are periodic reconciliations 
performed among the different 
offices/implementing agencies?  
Describe the project reporting 
and auditing arrangements 
between these offices and the 
main executing/implementing 
agencies. 

Yes. L 

4.53 If any sub-accounts (under the 
Imprest Account) will be 
maintained, describe the results 
of the assessment of the 
financial management capacity 
of the administrator of such sub-
accounts. 

 

The administrator of sub-accounts is to follow 
the rules and regulations provided in Rule 196 of 
MoF. These have been followed and the 
staff/officer concerned is familiar and has the 
capacity to comply with. 

L 

 Contract Management and 
Accounting 

  

4.54 Does the agency maintain 
contract-wise accounting records 
to indicate gross value of 
contract, and any amendments, 
variations and escalations, 
payments made, and 
undisbursed balances?  Are the 
records consistent with physical 
outputs/deliverables of the 
contract? 

Yes.   L 

4.55 If contract records are 
maintained, does the agency 
reconcile them regularly with the 
contractor? 

 

Performance is certified by contractors and 
controlled in accordance with the relevant laws 
and regulations.  

L 

 Other    
4.56 Describe project arrangements 

for reporting fraud, corruption, 
waste and misuse of project 
resources.  Has the project 
advised employees, 
beneficiaries and other 
recipients to whom to report if 
they suspect fraud, waste or 
misuse of project resources or 
property?  

 

In accordance with Law of Mongolia on anti-
corruption, there is a hotline 1800-1969 for 
reporting of fraud, corruption, waste and misuse 
of resources.  
 
All employees are advised in advance of how to 
handle any incident of waste or misuse of project 
resources or property. 

L 

5.  Internal Audit    
5.1  Is there an internal audit (IA) 

department in the entity?  
Yes. There is internal audit unit in the entity, i.e. 
MUB.  

L 
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Topic Response 
Potential Risk 

Event 
5.2  What are the qualifications and 

experience of the IA staff?  
Qualified and experienced auditors.  L 

5.3  To whom does the head of the 
internal audit report?  

To the Mayor/Governor of MUB.  L 

5.4  Will the internal audit department 
include the project in its annual 
work program?  

Yes.  L 

5.5  Are actions taken on the internal 
audit findings?  

Yes.  L 

5.6  What is the scope of the internal 
audit program? How was it 
developed? 

The MUB Internal Audit Unit in compliance with 
ADB requirement. Thus, training on ADB 
requirement is needed. 

M 

5.7  Is the IA department 
independent?   

MUB has its own Internal Audit Unit which is 
independent of other departments in MUB and 
reports directly to MUB Mayor. 

L 

5.8 Do they perform pre-audit of 
transactions? 

No.   L 

5.9 Who approves the internal audit 
program? 

The Mayor/Governor of MUB. L 

5.10 What standards guide the 
internal audit program?  

Internationally accepted standards for audit are 
followed.  

L 

5.11 How are audit deficiencies 
tracked? 

The audit findings, particularly deficiencies, are 
discussed with the concerned unit and corrective 
measures are applied immediately.  

L 

5.12 How long have the internal audit 
staff members been with the 
organization? 

Various lengths of service.  L 

5.13 Does any of the internal audit 
staff have an IT background? 

Yes.  L 

5.14 How frequently does the internal 
auditor meet with the audit 
committee without the presence 
of management? 

With the new MUB administration, no internal 
audit has been performed yet.   

L 

5.15 Has the internal auditor 
identified/ reported any issue 
with reference to availability and 
completeness of records? 

No.  L 

5.16 Does the internal auditor have 
sufficient knowledge and 
understanding of ADB’s 
guidelines and procedures, 
including the disbursement 
guidelines and procedures (i.e., 
LDH)? 

 

Yes, but training is needed.  M 

6.  External Audit – Entity Level   
6.1  Is the entity financial statement 

audited regularly by an 
independent auditor? Who is the 
auditor?  

MUB is audited annually by an external auditor 
appointed by the State Audit Department.  

L 
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Potential Risk 

Event 
6.2  Are there any delays in audit of 

the entity? When are audit 
reports issued?  

The audit reports are regularly issued on time.  L 

6.3  Is the audit of the entity 
conducted in accordance with 
the International Standards on 
Auditing, or the International 
Standards for Supreme Audit 
Institutions, or national auditing 
standards?  

Yes. L 

6.4  Were there any major 
accountability issues noted in 
the audit report for the past three 
years?  

None L 

6.5 Does the external auditor meet 
with the audit committee without 
the presence of management? 

Yes L 

6.6 Has the entity engaged the 
external audit firm for any non-
audit engagements (e.g., 
consulting)? If yes, what is the 
total value of non-audit 
engagements, relative to the 
value of audit services? 

No  L 

6.7 Has the external auditor 
expressed any issues on the 
availability of complete records 
and supporting documents? 

No. State Department of Finance complies with 
request for documents. 

L 

6.8 Does the external auditor have 
sufficient knowledge and 
understanding of ADB’s 
guidelines and procedures, 
including the disbursement 
guidelines and procedures (i.e., 
LDH)? 

Yes.  L 

6.9  Is there any material issues 
noted during the review of the 
audited entity financial 
statements that were not 
reported in the external audit 
report? 

 

None.  L 

External Audit – Project Level   
6.10 Will the entity auditor audit the 

project accounts or will another 
auditor be appointed to audit the 
project financial statements? 

The auditor will be appointed by the State’s 
Audit Department.  

L 

6.11 Are there any recommendations 
made by the auditors in prior 
project audit reports or 
management letters that have 
not yet been implemented? 

None.   L 
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Topic Response 
Potential Risk 

Event 
6.12 Is the project subject to any kind 

of audit from an independent 
governmental entity (e.g. the 
supreme audit institution) in 
addition to the external audit? 

Yes. The project is subject to audit by the State 
Audit Department or any external auditor it 
appoints.   

L 

6.13 Has the project prepared 
acceptable terms of reference 
for an annual project audit? 
Have these been agreed and 
discussed with the EA and the 
auditor? 

Set by MNAO  L 

6.14  Has the project auditor identified 
any issues with the availability 
and completeness of records 
and supporting documents? 

Not applicable.  NA 

6.15 Does the external auditor have 
sufficient knowledge and 
understanding of ADB’s 
guidelines and procedures, 
including the disbursement 
guidelines and procedures (i.e., 
LDH)? 

Yes.   L 

6.16 Are there any recommendations 
made by the auditors in prior 
audit reports or management 
letters that have not yet been 
implemented?  

None.  L 

 [For second or subsequent 
projects] 

6.17 Were past audit reports 
complete, and did they fully 
address the obligations under 
the loan agreements? Were 
there any material issues noted 
during the review of the audited 
project financial statements and 
related audit report that have 
remained unaddressed? 

Not applicable.   NA 

7.  Reporting and Monitoring    
7.1  Are financial statements and 

reports prepared for the entity?  
Yes, prepared in accordance with the applicable 
accounting standards. 

L 

7.2  Are financial statements and 
reports prepared for the 
implementing unit(s)?  

Yes  L 

7.3  What is the frequency of 
preparation of financial 
statements and reports? Are the 
reports prepared in a timely 
fashion so as to be useful to 
management for decision 
making?  

Every quarter.   L 
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Potential Risk 

Event 
7.4  Does the entity reporting system 

need to be adapted for project 
reporting?  

Yes.  L 

7.5 Has the project established 
financial management reporting 
responsibilities that specify the 
types of reports to be prepared, 
the report content, and purpose 
of the reports?  

Yes.  L 

7.6 Are financial management 
reports used by management?  

Yes.  L 

7.7 Do the financial reports compare 
actual expenditures with 
budgeted and programmed 
allocations?  

The budget is reflected in the performance 
reports, so they can be compared.   

L 

7.8 How are financial reports 
prepared? Are financial reports 
prepared directly by the 
automated accounting system or 
are they prepared by 
spreadsheets or some other 
means?  

The E- Balance software is used by MOF. 
 
Currently, the PMO uses an electronic 
accounting system which named PACS provided 
by Info Systems LLC.  

L 

7.9  Does the financial system have 
the capacity to link the financial 
information with the project's 
physical progress? If separate 
systems are used to gather and 
compile physical data, what 
controls are in place to reduce 
the risk that the physical data 
may not synchronize with the 
financial data? 

Yes. The electronic accounting system has the 
capacity to link to physical progress. There is no 
separate system is used to gather physical data, 
however in order to reduce the risk of financial 
management, the ending balance reconciliation 
is made between PMO and related parties. 

L 

7.10 Does the entity have experience 
in implementing projects of any 
other donors, co-financiers, or 
development partners? 

 

Yes.  L 

8.  Information Systems    
8.1  Is the financial accounting and 

reporting system computerized?  
MUB – Yes  
PMO – Yes, PMO is using PACS financial 

software. 

 

8.2 If computerized, is the software 
off-the-shelf, or customized?  

Need to be customized for both MUB and PMO.   L 

8.3 Is the computerized software 
standalone, or integrated and 
used by all departments in the 
headquarters and field units 
using modules?  

MUB – integrated use 
PMO - integrated use with MUB system 

L 

8.4 How are the project financial 
data integrated with the entity 
financial data? Is it done through 
a module in the enterprise 
financial system with automatic 

The PMO system is integrated with the MUB 
system manually. 

L 
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Potential Risk 

Event 
data transfer, or does it entail 
manual entry? 

8.5 Is the computerized software 
used for directly generating 
periodic financial statements, or 
does it require manual 
intervention and use of Excel or 
similar spreadsheet software? 

The electronic system currently at use has the 
lack of capacity to directly generate periodic 
financial statements. Financial specialists have 
to do manual intervention to submit financial 
statements to MOF. 
 

L 

8.6 Can the system automatically 
produce the necessary project 
financial reports?  

No. L 

8.7 Is the staff adequately trained to 
maintain the computerized 
system?  

Yes.  L 

8.8 Do the management, 
organization and processes and 
systems safeguard the 
confidentiality, integrity and 
availability of the data?  

Yes. Administration, back-ups and read-only 
authorities are in place. 

L 

8.9 Are there back-up procedures in 
place? 

Yes. L 

8.10 Describe the backup procedures 
– online storage, offsite storage, 
offshore storage, fire, 
earthquake, and calamity 
protection for backups. 

For MUB: some online storage and some 
offshore storage for hard copies for MUB. 
 
For PMO: external back-ups are used aside from 
electronic back-ups using the server. 

L 
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