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A project procurement-related review is 
a review undertaken by OAI on ongoing ADB-financed projects to assess compliance with 
applicable ADB policies, guidelines, and the loan/financing agreements, with a focus on 

preventing and detecting integrity violations (http://www.adb.org/site/integrity/integrity-violations) 
involving ADB-related activities as defined under ADB’s Anticorruption Policy as amended 

(http://www.adb.org/documents/anticorruption-and-integrity-policies-and-strategies) and ADB’s 
Integrity Principles and Guidelines (http://www.adb.org/documents/integrity-principles-and-

guidelines) as amended from time to time. 
 

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. 
 

The PPRR assesses internal controls in place, identifies irregularities and instances of non-
compliance, inspects the project outputs, and recommends enhancements to mitigate or 
eliminate opportunities for fraud, corruption, or abuse of resources and to help improve 

development effectiveness of future projects. 
 

A project procurement-related review is not 
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. 
 

OAI conducts follow-up reviews on selected PPRRs to assess the implementation progress of 
the PPRR recommendations and to assist the executing/implementing agencies and ADB in 

addressing remaining recommendations. 
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EXECUTIVE SUMMARY 

 
1. This report presents the findings and recommendations resulting from the project 
procurement-related review (the PPRR) of Mongolia’s Fifth Health Sector Development Project 
(the Project).  The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank 
(ADB) conducted the PPRR fieldwork in Ulaanbaatar, Mongolia from 31 October to 25 
November 2016.  OAI completed further review and analyses after the fieldwork. 
 
2. The $30 million Project, funded by ADB Loan 2963-MON(COL), aims to improve 
patients' and health workers' safety in hospitals in Mongolia by improving (a) blood transfusion 
safety, (b) medical waste management, and (c) hospital hygiene and infection prevention and 
control.  The Ministry of Health (MOH) is the Project’s executing agency.  A project 
implementation unit (PIU), within MOH, is responsible for project coordination and day-to-day 
implementation of project activities. 
 
3. The main objective of the PPRR is to verify the Project’s compliance with ADB policies 
and guidelines, and loan agreements, with a focus on preventing and detecting integrity 
violations.  To achieve this objective, the PPRR team evaluated the Project’s adherence to the 
three core principles of project integrity: (a) transparency, (b) fairness, and (c) accountability and 
control.   
 
4. The PPRR did not identify vulnerabilities in the Project that resulted in incorrect 
procurement decisions or significant loss of funds. However, the PPRR identified project 
vulnerabilities on contracts reviewed valuing $5.58 million, which could result in negative 
consequences on the Project if not addressed in a timely manner. These are summarized in 
Figure 1 below: 
 

Figure 1: Summary of Findings 
 

 
 
  

  

      Accountability and Control 

 Noncompliance with contractual terms by the suppliers 

 Invalid and inadequate insurance for goods in transit  
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 Incorrect assessments of bidding criteria/requirements 

 Inconsistent requirement for financial position evaluation 
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5. To prevent these findings from recurring, OAI recommends that MOH: 
 

 Comply with the policies and procedures in establishing the BEC and appropriately 
document the basis in selecting the BEC members, including justification for 
subsequent changes; 

 Issue bidding documents that provide clear and consistent information for bidders to 
prepare responsive bids; 

 Exercise greater care in making bid evaluation decisions and properly document the 
bases for their decisions; 

 Enforce the contract provisions to protect the Project from potential losses due to 
suppliers not fulfilling their obligations; and 

 Intensify its monitoring of the contracts and Project assets. 
 
6. Furthermore, ADB’s Mongolia Resident Mission (MNRM) should enhance its supervision 
to ensure that the PPRR findings are effectively addressed to enable the Project to achieve its 
objectives.  MNRM should work closely with MOH to improve the overall project management. 
In its response to the draft report, ADB’s East Asia Department (EARD) indicated that it “will 
continue collaborating with the government, through MNRM, to strengthen its commitment to 
promote transparency, fairness, and accountability in ADB-funded projects in Mongolia.” 
 
7. OAI notes that key lessons learned from the PPRR of the Second and Third Health 
Sector Development Projects (conducted in 2008 and 2009, respectively), have been applied in 
the Project. In particular, the transparency of the consultant recruitment process and the 
management of procurement and financial records have improved. 
 
8. All findings were discussed with and acknowledged by MOH. Their feedback on the 
preliminary findings submitted to the PPRR team on 15 December 2016 and 13 February 2017, 
were suitably incorporated in this report. MOH indicated that it will apply the lessons learned 
from this PPRR to strengthen the integrity of project implementation going forward. 
 
9. The cooperation of MOH, the PIU, and EARD, through MNRM, in this exercise is much 
appreciated.  OAI values the courtesy and support extended to the PPRR team. 
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I. BACKGROUND 

 
1. This report presents the findings and recommendations resulting from the project 
procurement-related review (the PPRR) of Mongolia’s Fifth Health Sector Development Project 
(the Project) funded by Loan 2963-MON(COL).  The Office of Anticorruption and Integrity (OAI) 
of the Asian Development Bank (ADB) conducted the PPRR fieldwork in Ulaanbaatar, Mongolia 
from 31 October to 25 November 2016.1  OAI completed further review and analyses after the 
fieldwork. 
 
2. The main objective of the PPRR was to assess the integrity of the Project’s 
procurement, financial management, and asset management to ensure that funds were used in 
the Project as intended.  To achieve this objective, the PPRR team evaluated the Project’s 
adherence to the three core principles of project integrity: (a) transparency, (b) fairness, and (c) 
accountability and control.  Specifically, the PPRR covered the verification of the Project’s 
compliance with ADB policies and guidelines, and loan and other relevant agreements, with a 
focus on preventing and detecting integrity violations.   
 
3. The $30 million Project, funded by ADB Loan 2963-MON(COL), aims to improve 
patients' and health workers' safety in hospitals in Mongolia. Figure 1 presents the relevant 
details about the Project.2 

 
Figure 1. Project Background 

 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
1
  The PPRR team consists of OAI staff and engaged consultants. 

2
  Additional details can be obtained from https://www.adb.org/projects/45009-002/main. 
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II. SCOPE 

 
4. The PPRR covered 10 contracts valuing $5.58 million, equivalent to 75% of the total 
amount of contracts awarded as of 31 October 2016. The PPRR examined the procurement 
processes and documentation relating to 9 of these 10 contracts ($5.28 million) and the related 
disbursements, including the PIU expenditures.  One additional international competitive bidding 
(ICB) goods contract was selected for asset inspection to cover more project locations. 
 
5. The PPRR (a) assessed the capacity of and internal controls at the project 
implementation unit (PIU), (b) examined the procurement processes and related documentation 
for all procurement stages, (c) verified appropriateness of project disbursements and related 
documentation, and (d) inspected goods procured under four ICB goods contracts.  Figure 2 
below provides an overview of the PPRR scope.  Appendix 1 provides details of the PPRR 
scope. 
 

Figure 2: PPRR Scope 
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III. FINDINGS 

 
6. The PPRR did not identify major issues that would prevent the accomplishment of the 
Project’s objectives. However, the PPRR identified project vulnerabilities on the contracts 
reviewed which could result in negative consequences on the Project if not addressed in a 
timely manner.  These findings are discussed by pillar of project integrity affected. 
 
7. Each finding was assigned a risk rating (high, medium, low) to guide the MOH, PIU and 
ADB, as applicable, in prioritizing commensurate corrective actions.3  This report presents only 
the high- and medium-risk findings, which are presented in order of severity. 
 
Fairness 
 
8. Figure 3 below provides an overview of vulnerabilities that undermined fairness in the 
Project’s procurement activities.4 
 

Figure 3: Fairness-Related Findings and Implications 
 

 
 
 
9. Incorrect contractual experience evaluation that resulted in complaints.  The BEC 
incorrectly evaluated the compliance of bidders for a sample ICB goods contract with the 

                                                 
3
  High: Immediate attention and prompt corrective action is required since failure to take action could result in 

major adverse impact on the project and ADB's reputation.  Medium:  Action is required since failure to take 
action could result in negative consequences on the project and ADB’s reputation.  Low: The relevant system 

may continue to operate but corrective action will result in increased efficiencies in processes. 
4
  Fairness in projects requires equal opportunity and treatment for bidders and consultants; equitable distribution of 

rights and obligations between project agencies/units and suppliers, bidders, consultants, and contractors; and 
existence of credible mechanisms to address project-related complaints and to provide recourse. 
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bidding criteria/requirements 
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contractual experience criteria, because of the incorrect treatment of two items as described in 
Table 1 below:5 
 

Table 1: Errors in Contractual Experience Evaluation 
 

Item Correct Treatment BEC’s Error 

Minimum value of the two 
contracts comparable to the 
contract being bid out 

Each of the two contracts 
must meet the minimum 
value requirement (as 
required by the bidding 
documents). 

BEC aggregated the contract 
values of the completed 
contracts and compared the 
aggregated value with the 
minimum value requirement. 

Exchange rate to be used to 
convert values of contracts 
completed in prior periods 

Average exchange rate for 
the year the contract was 
completed (based on 
generally accepted 
accounting principles) 

BEC used the exchange rate 
as of the bid opening date 
(10 August 2015). 

 
10. A complaint from a losing bidder prompted the BEC to revisit its procedures and revised 
the evaluation by comparing the individual dollar values of the winning bidder’s two contracts 
against the minimum required value. However, the BEC used an incorrect exchange rate in its 
attempt to use the correct formula.  Based on this incorrect reevaluation, the winning bidder did 
not meet the minimum required value. Without other qualified bidders, the BEC recommended a 
rebidding.  ADB accepted the BEC’s explanation and gave its no objection to the rebidding. 
 
11. The winning bidder complained to MOH that the rebidding was inappropriate.  The 
winning bidder, based on the award notification given by MOH, ordered the proposed goods and 
argued that it met the contractual experience criteria.  This complaint led the Ministry of Finance 
(MOF) to review the BEC’s evaluation, which noted the incorrect exchange rate used to convert 
the winning bidder’s contracts.  Based on the MOF’s reevaluation, the winning bidder met the 
contractual experience criteria. Therefore, no rebidding was necessary and MOH proceeded 
with the award notification. 
 
12. This error in contractual experience evaluation caused inefficiencies in the procurement 
process, which could have been avoided had the BEC been more thorough and careful in 
evaluating the bids.   
 
13. Incorrect evaluation of contractual experience not detected and corrected.  Further 
to the finding discussed in paras. 9-12, the same error was committed by the BEC in evaluating 
the contractual experience criteria of the bidders for the other two sample ICB goods contracts. 
 
14. As a result of the complaint from a losing bidder as mentioned in para. 10, the BEC 
made the same reevaluation of the contractual experience of the winning bidders for the other 
two ICB goods contracts. The BEC submitted revised BERs explaining that it had previously 
made a mistake in its evaluation. However, the reevaluation result was still incorrect since the 
BEC used an incorrect exchange rate in converting the contract values. 
 

                                                 
5
  The criteria on contractual experience require that the size, nature and complexity of at least two contracts 

successfully completed by the bidder as the main supplier within the last two years should be comparable to the 
contract being bid out and the amount of each contract should not be less than a required amount. 
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15.  The PPRR evaluated both bidders’ contractual experience using the average exchange 
rates for the years the contracts were completed and noted that the winning bidders would still 
have qualified.  However, the BEC’s erroneous evaluation of contractual experience remains 
uncorrected for the other contracts that were bid out in the same packages as the PPRR 
sampled contracts. 
 
16. Incorrect rating given to a proposed national expert of the winning consulting 
firm. One of the nominated experts by the winning consulting firm (the only shortlisted 
consulting firm that submitted a proposal), was a current employee of MOH, the executing 
agency of the Project.6 As the said expert was a current employee of the executing agency at 
the time of proposal submission, the CSC should have identified the potential conflict of interest 
and assigned a zero rating to the position.7  However, based on the personnel evaluation sheet, 
the CSC did not recognize the potential conflict of interest and still evaluated the expert’s 
qualifications and gave the expert a score of 66.  Nevertheless, if corrected, the result of the 
evaluation would not change since the corrected total score of the winning consulting firm still 
met the passing score. 
 
17. The said expert was eventually replaced as MOH requested for a replacement during 
the contract negotiations.  MOH replaced the expert because of the expert’s unsatisfactory 
rating, and not because of conflict of interest. 
 
18. Inconsistent requirement for financial position evaluation.  The bidding documents, 
for all the sample ICB goods contracts contained an inconsistent requirement for the evaluation 
of the bidders’ financial position.  The Financial Position section of the bidding documents states 
that financial position would be assessed based on the audited financial statements.8   
Whereas, another section (Instructions to Bidders 11.1) states that financial position would be 
assessed based on the existence of debts.9   
 

 
  

                                                 
6
  Based on the expert’s curriculum vitae 

7
  Section F of the Request for Proposals states that zero rating will be given to a nominated expert if the expert is a 

current employee of the executing/implementing agency. 
8
  Compliance to the criterion Financial Position section of the bidding documents indicates ‘Soundness of the 

Bidder's financial position showing long-term profitability demonstrated through audited annual financial 
statements (balance sheet, income statement, cash-flow statement) for the last three years. 

9
  Instructions to Bidders 11.1 of the bidding documents require a bidder to submit a reference from the bidder's 

correspondent banks that the bidder has no debt. 
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Transparency 
  
19. Figure 4 below provides an overview of vulnerabilities that diminished the transparency 
of the Project’s procurement activities.10 
 

Figure 4: Transparency-Related Findings and Implications 
 

 
 
20. Incorrect documentation of changes in the bid evaluation committee membership.  
In April 2015, the then MOH State Secretary replaced the chairperson and five of the six BEC 
members who were originally appointed by the said official through Resolution No. 24 issued on 
5 February 2015.  However, these changes were incorrectly documented as (a) no justifications 
were provided for such changes and (b) the same resolution number (24) and issuance date (5 
February 2015) in the original resolution were used in the resolution issued to effect the 
changes. Moreover, while the process for establishing the BEC involves the recommendation by 
the PIU of potential members, the then MOH State Secretary changed the BEC composition 
without the PIU’s recommendation. 
 
21. Despite the changes in the BEC composition, the PPRR team did not identify any 
instances of (a) conflicts of interest relating to the BEC members or (b) the BEC members 
favoring a particular bidder. Nevertheless, using the same resolution number and issuance date 
of the original resolution is misleading, and together with the changes in BEC composition 
without the PIU’s recommendation, creates a perception that the ‘new’ BEC members may not 
be impartial in evaluating the bids. 
 
22. Evaluation of technical experience not discussed in BERs.  In all the three sample 
ICB goods contracts, the BERs neither presented the results of evaluation of technical 
experience of the bidders nor explained the reasons for not considering the bidders’ technical 
experience during the evaluation.  Thus, it appears that the BEC did not evaluate the technical 
experience of the bidders, which is one of the major evaluation criteria.11  Furthermore, in one 
sample ICB goods contract, the bids do not contain adequate information to facilitate the 

                                                 
10

  Transparency in projects requires relevant project information be made available consistently and in a timely 

manner; appropriate reporting of project activities; and use of confidentiality provisions in contracts only when 
justified. 

11
  The BEC Secretary indicated that the BEC evaluated the technical experience but failed to document the 

evaluation results in the BER.  

Finding 

  

Implication 
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Incorrect documentation of 
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BEC = bid evaluation committee; BER = bid evaluation report 
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assessment of technical experience and no clarifications were sought from three bidders, 
including the winning bidder. Therefore, the PPRR team could not assess the technical 
experience of these bidders. 
 
Accountability and Control 
 
23. Figure 5 below provides an overview of vulnerabilities that show poor accountability in 
the Project activities and PIU’s weak controls.12 
 

Figure 5: Accountability and Control-Related Findings and Implications  

 
24. Noncompliance with contractual terms by the suppliers.  There were a significant 
number of violations of contract terms by the suppliers.  These violations exposed the Project to 
risk of having no recourse against the suppliers if they do not fulfill their obligations, such as for 
delivery, installation and warranty.  Nevertheless, for the three sample ICB goods contracts 
reviewed, the suppliers had satisfactorily delivered the goods. These findings and their 
implications are summarized in Figure 6. 
 

                                                 
12

  Accountability and control in projects requires compliance with all relevant agreements, laws, rules, regulations, 

and guidelines, including rectification of any non-compliance; establishing a clear chain of responsibility for 
approvals, proper segregation of duties, and setting the obligations for internal and external project reporting; well-
designed and consistently applied controls; and monitoring by key players in project activities. 
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Figure 6: Instances of Suppliers’ Violations of Contract Terms and Their Implications 

 
25. Advance payment securities expired prior to the delivery of goods.  As a condition for the 
receipt of advance payment, suppliers should provide a security equal to the amount of advance 
payment (advance payment security), which should be valid until the goods are delivered. 
However, for three sample ICB contracts, the respective advance payment securities (with total 
value of $334,166.41) expired prior to the delivery of goods, and the suppliers did not extend the 
validity of these securities.  The inadequate coverage ranges from 33 to 63 days. 
 
26. Insufficient and questionable documents to support payment to suppliers.  To support 
the request for the second contract payment (80% of contract price) due upon shipment of the 
goods, the suppliers should submit the related invoices. These invoices should be supported by 
bills of lading, packing lists, insurance certificates, warranty certificates, inspection certificates, 
and certificates of origin. The PIU made the second contract payment to the suppliers under the 
three sample ICB contracts (with total value of $2,673,331.28) despite the suppliers submitting 
insufficient or questionable documents to support the payments.13 
 

                                                 
13

  Examples include: the original copy bill of lading was not available; bill of lading was in foreign language so the 
authenticity of the same could not be verified; manufacturer’s certificate/supplier’s inspection certificate were not 
submitted; the manufacturer’s packing lists attached with the invoice did not have the stamp or signature of the 
issuer, and were undated. 
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27. Goods delivered originated from a non-ADB member country; goods delivered originated 
from countries different from the countries stated in the contract.  Based on the review of the 
certificates of origin submitted by the supplier for an ICB contract, four items (with a total value 

of $6,985.90) originated from Hungary, which is not an ADB member country.
14

  Based on the 

contract, these four items should have originated from the United States.  Furthermore, for two 
ICB contracts, 41 items (with total value of $1,773,592.97) originated from ADB member 
countries that are different from countries of origin stated in the respective contracts. 
 
28. Period covered by performance securities inadequate.  The suppliers should provide a 
performance security equal to the amount set in the contract, which should be valid until the 
date the suppliers complete its performance obligations, including warranty obligations.  
However, the validity period of the performance securities provided by the suppliers under the 
three sample ICB contracts (with total value of $223,000) did not include the warranty period.  
The inadequate coverage ranges from 308 to 334 days. 
 
29. Invalid and inadequate insurance for goods in transit.  The supplier for an ICB 
contract did not provide insurance certificates when it applied for the second contract payment.  
Also, another supplier for a different sample ICB contract provided inadequate insurance 
coverage for the goods it delivered.  In 18 instances, the insurance had expired before the 
goods (with total value of $560,573.75) were delivered at the warehouse designated by the 
executing agency.  In addition, there were no insurance certificates for items with total value of 
$16,332. 

 
30. Furthermore, two suppliers submitted insurance certificates, some of which are invalid 
because they (a) do not contain the essential information (validity period of the insurance, the 
name of the beneficiary/holder of the insurance certificate, the description of goods insured) and 
(b) are copies of the original certificates (copies of insurance certificates are considered invalid).   
 
31. Warranty issues.  The following issues were identified with respect to the warranty 
obligations of the suppliers and the installation of goods: 
 

a. Copy of warranty letters not provided to the end-users.  The suppliers did not provide 
complete warranty letters to the six aimag hospitals visited.15  However, these hospitals 
signed the certifying reports confirming receipt of the warranty letters. 

 
b. Lack of sufficient details in the warranty letters.  The warranty letters provided to the PIU 

and six aimag hospitals visited indicate a coverage of one year from the issuance of the 
final acceptance certificate.  However, the relevant final acceptance reports issued by 
the working group of the aimag hospitals do not indicate the acceptance dates.  Thus, it 
is difficult to determine the start date of the coverage of the warranty letters.   

 
The sample NCB civil works contract provides that the quality guarantee period shall be 
three years from the date of acceptance.  However, the warranty letter for the quality of 
construction has no specific start and end dates or the coverage period. 
 

32. Incomplete information on asset tags.  The PPRR Engineer observed that the units of 
equipment at these locations were tagged with stickers showing the ADB logo.  However, the 

                                                 
14

 GCC 7.2 of the ICB contract: “All Goods and Related Services to be supplied under the Contract and financed by 
the ADB shall have their origin in Eligible Countries.” 

15
  An aimag is a first-level administrative subdivision in Mongolia. Currently, Mongolia has 21 aimags. 
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stickers do not have the identification numbers that will facilitate identification and tracking to the 
asset registers. 
 
33. Concerns on potential conflicts of interest.  Two issues on potential conflicts of 
interests were identified: 
 

a. Incomplete declaration on conflict of interest by BEC members.  Two BEC members did 
not sign the conflict of interest declarations.  The BEC chairperson, in his capacity as a 
BEC chairperson, did not sign or indicate if he had a conflict of interest in his declaration. 
 

b. No declaration of conflict of interest by consultant selection committee (CSC) members. 
None of the CSC members signed the required conflict of interest declaration. 

 
 

IV. RECOMMENDATIONS 

 
Recommendations for MOH 
 
34. To ensure that bidding documents for the procurement of goods provide clear and 
consistent information for bidders to prepare responsive bids, MOH should (para. 18): 

 
a. Clearly define the bidding requirements and document bidders’ submission against the 

requirements that will establish their compliance with the evaluation criteria; 
 

b. Include bid forms in the bidding documents to provide guidance to bidders on how to 
present their submission against bid requirements and to facilitate the BEC’s 
assessment;16 and 

 
c. Document bidding requirements consistently in different sections of the bidding 

documents such as in Section 2- Bid Data Sheet, Section 3 – Evaluation and 
Qualification Criteria, and Section 4 – Bidding Forms.  

 
35. To facilitate objective selection of qualified bidders to implement the contract in 
accordance with the terms and specifications (paras. 9-18, 22, 33): 
 

a. The BEC (for goods and works) and CSC (for consulting services) should consistently 
comply with the requirement to sign conflict of interest declarations and properly indicate 
the tick marks and notations on the form;  
 

b. The PIU and MOH should ensure that the conflict of interest declarations are properly 
accomplished before bid opening and evaluation; 
 

c. The BEC and CSC should: 
 

i. Exercise diligence in the review of information and documents submitted by the 
bidders to ensure that these are genuine and contain legitimate information.  This 
should include obtaining clarification from bidders/consultants regarding incomplete 
or unclear information and seeking confirmation from third-party sources such as 

                                                 
16

  The revised User’s Guide to Procurement (Standard Bidding Document) was released in December 2016 and is 
available on https://www.adb.org/documents/users-guide-procurement-goods?ref=site/business-
opportunities/operational-procurement/goods-services/documents. 

https://www.adb.org/documents/users-guide-procurement-goods?ref=site/business-opportunities/operational-procurement/goods-services/documents
https://www.adb.org/documents/users-guide-procurement-goods?ref=site/business-opportunities/operational-procurement/goods-services/documents
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previous clients/employers, customers, or auditors to validate information provided 
by the bidder; 

 
ii. Carefully evaluate the bidders’/consultants’ submission against the established 

criteria and rate them according to their compliance with the requirements; 
 

iii. Exercise due care in preparing the evaluation report as this will form the basis for 
ADB’s ‘no objection’.  The evaluation reports should include justifications for 
procurement decisions, including in instances where alternative supporting 
documents were accepted; and 

 
d. MOH and PIU should carefully review the evaluation reports to ensure that the 

evaluation results of each criterion are completely and accurately documented.  
 
36. MOH should consistently comply with the policies and procedures in establishing the 
evaluation committee and appropriately document the basis in selecting the BEC members, 
including justification for subsequent changes, if any (paras. 20 and 21). 
 
37. To protect the Project from potential losses due to suppliers not meeting their obligations 
and the goods not meeting the intended performance standards, MOH should: 
 

a. Secure advance payment securities that cover the period before the required/expected 
delivery date of the goods (para. 25); 
 

b. Ensure that payments to suppliers are consistent with the contract terms and properly 
substantiated (para. 26); 
 

c. In exceptional cases in which the procured goods will originate from a non-ADB member 
country, secure ADB’s no objection before accepting the goods (para. 27); 
 

d. Require suppliers to provide performance securities that cover the warranty period.  For 
ongoing contracts, secure amended performance securities to cover the warranty period 
(para. 28); and 
 

e. Obtain adequate insurance coverage from suppliers, including the corresponding 
insurance certificates containing complete information in terms of validity period, correct 
beneficiary and description of coverage (paras. 29 and 30). 

 
38. To safeguard the Project assets from loss, damage and misuse, the PIU should (paras. 
31 and 32): 

 
a. Obtain written agreements from the suppliers confirming that the warranty period for 

goods should commence on installation and not from the acceptance certificate date of 
the uninstalled goods; 
 

b. Coordinate with the suppliers to provide to the end-users, copies of warranty letters 
indicating the exact coverage dates from the time the units of equipment were installed 
and tested;  
 

c. Ensure that final acceptance reports indicate the acceptance dates; 
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d. Require the contractor to indicate the coverage date for the warranty of the quality of 
construction in the warranty letter that will be provided to the NTC; and 

 
e. Place on all project assets inventory stickers or tags with the appropriate internal 

monitoring number. 
 
Recommendations for MNRM 
 
39. MNRM should enhance its review of the bidding documents to ensure that the 
requirements to assess financial position are consistently documented across different sections 
(para. 18). 
 
40. MNRM should also revisit the evaluation of contracts that were not part of the PPPR 
sample to determine whether the contractual experience of bidders was correctly evaluated 
(paras. 9-15).   
 
41. To address capacity constraints at implementation levels, MNRM should exercise 
additional due diligence with respect to prior review requirements of procurement documents. 
This is critical in instances where the executing agency’s capacity for procurement is weak or 
when contracts involved are high-value, high-risk or complex.  Key sections of the evaluation 
reports should be validated against supporting documents.  Based on prior experience with the 
executing agency, consider focusing on (a) common areas of concerns and review sample 
procurement-related documents and (b) common procurement mistakes or concerns (paras. 9-
18, 22, 33). 
 
42. MNRM, in collaboration with ADB’s East Asia Department (EARD) and Operations 
Services and Financial Management Department, should conduct training courses for the 
evaluation committees on ADB procurement procedures, including addressing conflict of 
interest situations in consultant recruitment (paras. 9-18, 22, 33). 
 

 

V. CONCLUDING REMARKS 

 
43. Strong procurement and project management controls and compliance to relevant 
guidelines and contract terms mitigate the risk of improper use of project funds, maximize 
development effectiveness, and deter fraud and corruption.  It is acknowledged that frequent 
changes of key personnel in MOH and the PIU present a unique challenge to the smooth 
implementation of the Project.  Therefore, ensuring smooth transition of responsibilities is 
crucial. 
 
44. EARD, through MNRM, is encouraged to continue collaborating with the Government of 
Mongolia to strengthen its commitment in promoting transparency, fairness and accountability in 
this Project, other existing projects implemented by MOH or other executing agencies, and 
future ADB-financed projects in Mongolia. 
 
45. OAI appreciates the cooperation and assistance of MOH and PIU during the PPRR, and 
the EARD, specifically MNRM, for their valuable support and inputs to the PPRR.  OAI remains 
available for consultation on any matters in this report or issues that may affect the integrity of 
project implementation. 
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