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CURRENCY EQUIVALENTS 
 

Currency unit ̶  Mongolian Tugrik (MNT) 

MNT1.00 = $0.00040 
$1.00 = MNT2,464.50 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

NOTES 
 

(i) The currency equivalents used were as at 31 July 2018, the follow-up review cut-off 
date. 

(ii) In this report, $ refers to US dollars. 
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Project Procurement-Related Reviews 

 
Mandate: 
 
ADB’s Anticorruption Policy requires all parties, including borrowers, beneficiaries, bidders, 
consultants, suppliers, contractors, and ADB staff to observe the highest ethical standards when 
participating in ADB-related activities. The Policy supports ADB’s obligation, in accordance with 
Article 14 (xi) of the Agreement Establishing the Asian Development Bank, to ensure that the 
proceeds of ADB financing are used only for intended purposes.  
 
As mandated by ADB’s Anticorruption Policy, the Office of Anticorruption and Integrity (OAI) 
conducts project procurement-related reviews (PPRRs) or proactive project integrity risk reviews 
to help prevent and detect integrity violations (i.e., fraud, corruption, collusion, coercion, abuse, 
conflict of interest, and obstruction).  
 
Objective: 
 
A PPRR assesses project integrity risks through the (i) examination of processes, procedures, 
and documentation related to procurement, financial management, and contract 
implementation/management, and (ii) inspection of project outputs.  OAI recommends 
enhancements to mitigate or eliminate opportunities for integrity violations. 
 
OAI conducts follow-up reviews on PPRRs to (i) assess the implementation progress of the 
PPRR recommendations, and (ii) assist the executing/implementing agencies and ADB in 
implementing any remaining recommendations. 
 
A PPRR is neither an investigation of fraud and corruption nor an evaluation to assess 
development effectiveness of ADB-funded projects. It does not review project outcomes or 
development impact, which can only be assessed after the completion of a project. 
 

 
  



 

 

EXECUTIVE SUMMARY 

 
1. In 2016, the Office of Anticorruption and Integrity (OAI) of Asian Development Bank (ADB) 
carried out a project procurement-related review (PPRR) of the Fifth Health Sector Development 
Project (the Project).1 In 2018, OAI verified through a follow-up review whether the PPRR 
recommendations have been implemented. 
 
2. The PPRR resulted in 11 recommendations aimed at mitigating integrity risks in 
procurement, financial management and asset management. The key recommendations of the 
PPRR were for the Ministry of Health (MOH) and the Project Implementation Unit (PIU) to:  
 

(i) issue bidding documents that provide clear and consistent eligibility and qualification 
requirements; 

(ii) evaluate the bidders’ qualification statements and technical proposals consistently 
and thoroughly to ensure contract implementation was in accordance with the terms 
and specifications; 

(iii) comply with the policies and procedures in selecting the bid evaluation committee 
members and document any subsequent changes; 

(iv) enforce the contract conditions to ensure that suppliers fulfil their obligations; and 
(v) improve the asset management system.  

  
3. To assess the implementation of the PPRR recommendations, the follow-up review 
covered:  

(i) the procurement and financial management of nine contracts awarded between 
November 2016 and July 2018;2 and  

(ii) the asset management in five project locations. 
 

4. The follow-up review confirmed the implementation of 10 out of the 11 recommendations. 
MOH, with assistance from ADB’s Mongolia Resident Mission (MNRM), has improved its 
procurement process and contract oversight, as well as its financial and asset management 
processes. 
 
5. MOH partially implemented the PPRR’s recommendation that advance payment securities 
be properly extended until delivery of the relevant goods. Expired advance payment securities 
expose the Project to losses since the advance payment may not be recovered if the supplier fails 
to deliver the goods.  

 
6. OAI requests the East Asia Department and MNRM’s continued support and guidance to 
MOH in implementing this remaining PPRR recommendation. 
 
 
 

                                                 
1  The Project is financed under Loan 2963-MON(COL). 
2  The fieldwork sample cut-off date is 31 July 2018. 
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I. OVERVIEW 

 
1. In 2016, the Office of Anticorruption and Integrity (OAI) of Asian Development Bank (ADB) 
conducted a project procurement-related review (PPRR)3 on the Fifth Health Sector Development 
Project (the Project) in Mongolia. Figure 1 presents the Project background. 
 

Figure 1: Fifth Health Sector Development Project– at a glance 
 

 
 

 
2. OAI conducted a follow-up review in September 2018 to: (i) assess the implementation 
status of the PPRR recommendations; (ii) assess the effectiveness of the actions taken by the 
Ministry of Health (MOH) to implement the recommendations; and (iii) assist MOH in resolving 
pending issues in implementing the PPRR recommendations. 
 
3. OAI examined the procurement and financial management aspects of: (i) nine contracts 
awarded after completion of the 2016 PPRR review period, of which three were awarded prior to 
issuance of the 2016 PPRR4 report and six contracts awarded after issuance of the report;5  and 

                                                 
3  https://www.adb.org/projects/documents/mon-45009-002-pprr 
4  To review the implementation of all the PPRR recommendations, it was required to add three contracts which 

were awarded just before the issuance of the final PPRR report. 
5  During the fieldwork in September 2018, the team noted that there were 10 additional contracts awarded before 

the sample cut-off date of 31 July 2018 which were not posted in ADB system. Since these were not reflected in 
ADB Controller’s batch reports provided to OAI, these contracts were not included in the scope of work of this 
review. 
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(ii) all financial transactions after issuance of the 2016 PPRR report. Furthermore, OAI inspected 
the Project assets and related documents in five sampled locations.  
 
 

II. RESULTS 

 
4. OAI confirms that MOH, assisted by ADB’s Mongolia Resident Mission (MNRM), fully 
implemented 10 of the 11 recommendations. One recommendation was partially implemented.6 
OAI also acknowledges MNRM’s effort in conducting regular training sessions to improve 
procurement and financial management capacity of MOH. 
 
A. Implemented recommendations 

5. To fully implement the 10 recommendations, MOH trained all bid evaluation committee 
members on ADB procurement guidelines, developed an annual monitoring plan, conducted 
routine monitoring visits to project sites and closely worked with project hospitals.  
 
Procurement 
 
6. Clear and consistent bid evaluation requirements for bidders’ financial position. 
The bidding requirements were consistent in the different sections of the bidding documents, 
including those for evaluation of the bidders’ financial qualification. In the pre-bid meetings, the 
Bid Evaluation Committee (BEC) presented key sections of the bidding documents to explain the 
bid submission requirements.  
 
7. Properly documented establishment of the BEC. MOH appropriately documented the 
establishment of the BECs, including the basis for appointment, and all the changes in the BEC 
membership.7  
 
8. Signed conflict of interest declarations. The BEC and Consultant Selection Committee 
(CSC) members signed and marked the conflict of interest declarations upon appointment. 
 
9. Diligently evaluated bids and/or proposals. The BEC/CSC properly evaluated the 
contractual experience in the bids, and the expressions of interest and technical proposal for the 
sampled goods, works and services contracts. The PPRR team’s evaluation results support those 
of the BEC/CSC. 

 
10. Due care exercised in the preparation of evaluation reports. The BEC/CSC carefully 
prepared the bid evaluation and consultant selection reports and duly considered MNRM’s 
comments. The reports provide sufficient information on evaluation of the bidders’ technical 
experience and justification of the recommendations. 
 
 
 
 
 

                                                 
6  In the preparation of the follow-up review report, the PPRR team reassessed the significance of the findings and 

recommendations to include only those with high to medium integrity risk implications.    
7  The changes in the BEC membership were either due to the structural changes in the MOH because of the 2016 

elections, or the changes of employment of the replaced members. 
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Financial Management 
 
11. Adequate and appropriate documentation to support payments. MOH paid the 
suppliers based on adequate and appropriate supporting documents as required in the contract. 
 
12. Performance securities covered the warranty period. MOH requested and the 
suppliers extended the performance securities’ validity to include the warranty period. 

 
13. Adequate insurance coverage from suppliers/contractor. The suppliers provided 
adequate insurance coverage for goods in transit, and the contractor provided insurance 
coverage as applicable to the nature of the contract.  
 
Asset Management   
 
14. Resolved warranty issues. The MOH requested and received warranty letters from the 
suppliers confirming that the warranty period commenced upon acceptance of the goods by the 
purchaser. The follow-up review confirmed that copies of the warranty letters were with the end-
users.  
 
15. Complete information on inventory tags on all project assets. All project assets 
inspected had the required inventory tags with the appropriate internal monitoring barcode 
number. This facilitated the identification and tracking of assets through the web-based 
Computerized Maintenance Management System used by the National Transfusiology Center 
(NTC) and the different blood banks.8 
 
16. Figures 2 to 7 show the improvements made on the monitoring of project assets. 

 

Per 2016 PPRR 
 

 
Figure 2. Two -section glass door buffet 

refrigerator without ADB logo and barcode for 
tracking. 

 

Per Follow-up Review 
 

 
Figure 3. Two -section glass door buffet 

refrigerator with ADB logo and barcode for 
tracking. 

 

                                                 
8  According to MOH, the NTC and 26 blood banks implemented an internal asset registration within the hospitals 

which provides information on equipment description, location, quantity and identification numbers. The PIU 
provided on-line and on-site trainings on the use of the system to relevant staff of NTC and all blood banks. 
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Per 2016 PPRR 
 

 
Figure 4. Generator without ADB logo 

and barcode. 

Per Follow-up Review 
 

 
Figure 5. Generator with ADB logo  

and barcode. 
 

Per 2016 PPRR 
 

 
Figure 6. Panasonic printer with ADB logo but 

without barcode. 
 

Per Follow-up Review 
 

 
Figure 7. Panasonic printer with ADB logo 

and barcode. 

 
B. Partially Implemented Recommendation 

17. MOH has taken substantial actions to implement the recommendations, however one 
recommendation was not implemented consistently. 
 
18. Secure extended advance payment securities.  In one of the contracts reviewed, MOH 
requested the supplier to extend the advance payment security for delivery of goods. However, 
in another contract, MOH failed to do the same, resulting in the advance payment security expiring 
36 days prior to the delivery of goods. 
  
19. Expired advance payment securities expose the Project to losses, since the advance 
payment may not be recovered if the supplier fails to deliver the goods. 

 
20. The MOH acknowledged the observation and indicated that the recommendation will be 
followed in all ongoing and future contracts. 
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