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Chapter 1 Basic Information of the Project

1.1 Background of the Project

In consideration of the decline of international resource prices since the worldwide financial
crisis of 2008, the Mongolian government established the “Internal Auditing, Monitoring and
Evaluation Department (IA-ME Dept.)” within the Ministry of Finance (MOF) by decree in the
“the Parliament Order No. 46 regarding approval of business activities strategy and structural
reform, as well as approval of the organizational structure of the Ministry of Finance (February
11, 2009)” in order to address the rising importance of a stronger internal audit function. After
that, upon the approval of the new budget law in 2011 (with effect from 2013, excluding some
regulations), all budget processes have been strengthened, including drafting and implementing
the budget as well as auditing the progress on its implementation. This new budget law achieved
the assignment of auditors to each ministry and district as well as the capital, in addition to the
MOF. The name of the IA-ME Dept. was changed to the Budget Control Risk Management
Department (BC-RM Dept.) by decree in the Cabinet Office, Government of Mongolia, Circular
No. 56 (February 16, 2013), which was recognized as the department to lead internal audits of
public institutions under the central government, districts and Ulan Bator city. However, auditing
resources, experience and knowledge are all scarce. The name of the BC-RM Dept. was again
changed to Financial Control — Risk Management (FC-RM Dept.) by decree in the Cabinet Office,
Government of Mongolia, Circular No. 3 (July 27, 2016).

Given these circumstances, at the request of the Mongolian government, the first phase of the
“Capacity Development Project” was implemented from December 2011 through June 2014. This
phase implemented various actions, appointed pilot institutions mainly from the current FC-RM
Dept., developed materials related to internal audit, trained instructors, held seminars and
workshops for related parties and drafted a strategic plan with the aim of developing the basic
capacity for introducing and promoting internal audit functions in the central government and
local public institutions.

Based on the support programs in Phase 1 (building internal audit awareness, strengthening
internal auditors and drafting a medium-term internal audit development plan), “Internal Audit
Capacity Development Project Phase 2” (in which this project was involved) established a more
concrete internal audit framework in line with the medium-term development plan by tackling the
remaining issue of laying a foundation for internal audit by strengthening the relevant legal
framework, introducing the training system required to acquire qualifications and improving
internal auditors’ knowledge and quality assurance system with the purpose of enabling
performance of internal audit of a certain level of quality.
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Figure 1: Project Overview

1.2 Project Objectives

This project is designed to provide assistance on institutional infrastructure (e.g., laws,
qualifications, training framework and quality assurance framework) and operations (e.g.,
accumulated knowledge and experience, quality control activity) in order to enable sustainable
internal audit in the public sector in Mongolia.

Overall Goal: The Mongolian governmental internal auditors are able to conduct internal
audits in a more sustainable environment.
Project Purpose: The Mongolian government establishes a more solid framework for
internal audits in accordance with the Strategic Plan 2014-16.
Output 1: The solution to establishing a more solid legal foundation for internal audits is
identified.
Output 2: Qualified internal auditor certification system is introduced.
Output 3: Internal auditors' capacity to practice internal audits is further strengthened.
Output 4: Internal audit quality assurance system is introduced.
Output 5: Medium-term strategic plan is developed



1.3 Project Scope

The implementing agency of the Project is the FC-RM Dept. of the MOF. The FC-RM Dept.
consists of the Internal Audit / Monitoring Unit and the Financial Inspection Unit. Internal
auditors and monitors belong to the former while Financial Inspectors belong to the latter.
(Financial Inspectors originally belonging to the State Inspection Agency were allocated to
ministries and agencies, local government and government companies from November 2014 and
are responsible for Financial Inspection at the organizations to which they are assigned. As of
November 2014, eleven staff (including a manager) are allocated to the FC-RM Dept. (nine staff
as of June 2017).

The target area and groups are the internal audit activities of the Mongolian Public Sector and
Counterpart (hereinafter “CP”) and relevant internal auditors who perform internal audit activities,
therefore making the entire country of Mongolia the target geographical area. However, the
geographic areas in which the project activity took place were Ulaanbaatar and selected local
governments and municipalities.

Additionally, four prioritized ministries were selected to provide practical guidance on internal
audit.

® Implementing Agency : FC-RM Dept., MOF

® CP’s Implementing Structure : Project Director (State Secretary) , Project Manager
(Director General of the FC-RM Dept.) and FC-RM Dept. staff

® Target Area : Internal auditors of the Mongolian Public Sector
® Target group : CP and relevant internal auditors

® Target Geographic Area : Mongolia (In this regard, the main targets of the project activity
area are in Ulaanbaatar and selected local governments and municipality)

® Prioritized Ministries : the Ministry of Construction and Urban Development, the
Ministry of Roads and Transportation Development (formerly Ministry of Roads and
Transportation till August 2016), the Ministry of Education, Culture, Science and Sports
(formerly the Ministry of Education, Culture and Science till August 2016), and the
Ministry of Health (formerly Ministry of Health and Sports) (Hereinafter called MCUD,
MRTD, MECSS, MOH, respectively) .

® Duration of the Project : September 2014~ August 2017



Figure 2: Diagram of Internal Audit Departments in the Mongolian Public Sector

Chapter 2 Project Implementation Structure and Project Activity
Schedule

2.1 Project Implementation Structure

The following diagram shows the Project Implementation Structure with the FC-RM Dept., the
MOF as the implementing agency, as well as stakeholders. The Project team consists of CP staff
and Japan International Cooperation Agency (hereinafter “JICA”) Expert Team. Project activities
provided technical assistance to establish a more solid framework for internal audit within the
FC-RM Dept. and coordinated with CP to conduct training on internal audit knowledge and
capacity building for four prioritized ministries as well as internal auditors in the public sector
across Mongolia.



Figure 3: Project Implementation Structure

Replacement of the JICA Expert Team Leader

Mr. Hiroshi Endo, the initial Expert Team Leader, became unable to sustain his duties in
Mongolia due to a health issue from December 2015. Considering his health condition, Mr. Kenji
Sawami was officially appointed as a new Expert Team Leader effective June 30, 2016, as it was
concluded that Mr. Hiroshi Endo was unlikely to recover. In addition, Ms. Kumi Kodama, who
was involved on the project for the longest period of time, was assigned to continue on project
activities as the Deputy Expert Team Leader from the third year of the project.

Replacement of Key CP Personnel

The success of the Technical Assistance Project was significantly influenced by the
management skills and commitment of CP’s Director, who played a key personnel role. In spite
of this, there were many changes during the three year lifespan of the project, such as a period in
which the Director General of the FC-RM Dept. was unavailable, and frequent replacements
including the Director General, who was replaced four times since the first year of the project. A
history of the changes is given below:



<History of Replacement of CP’s Key Personnel>

MOF Director
Project Timeli MOF State Secretary | General of the FC- FC-RM Dept.
imeline
Year (Project Director) RM Dept. (Project Manager
Manager)
2014.9 - Mr. Gantsogt Mr.Battsetseg Mr.Sukh-Ochir
2015.1 Khurelbaatar Batsuuri Batsukh
2015.2-6 || -Absent- !
Year 1
Mr. Tserenbat
2015.7 ! Namsrai !
(Deputy Director)
2015.8-9 || ! 1
2015.10 - | Mr. Dorjsembed |
2016.2 Batsengee
Year 2
2016.3-5 || Mr.Ganbat Batkhuu | |
|-Virtually Absent-
2016.6-7 || !
Note 1
|-Virtually Absent-
2016.8-11 || !
Note 1
Mr.Nyamaa |-Virtually Absent-
Year 3 2016.12 !
Buyantogtokh Note 1
Ms. Narangerel Mr. Gantig
2017.1-6 || .
Nyamsambuu Batsaikhan

Note 1: During this period, the Director General was expected to be replaced after the
Parliamentary Election in June 2016, meaning the Director General was virtually uninvolved.

2.2 Project Activity Schedule

Project activities of JICA Expert Team in Ulaanbaatar were implemented in years one, two and
three from October 2014 through June 2015, September 2015 through July 2016, and September
2016 through June 2017, respectively. For details on the activity schedule, please refer to 6-1
Appendix A-4: Plan of Operation.



Chapter 3 Results of the Project

3.1 Achievements of the Project

Towards achieving the Project Purpose, achievements of Outputs resulting from carrying out
activities and the Project Design Matrix (hereinafter “PDM?”) are shown below:

1) Output 1 : The solution to establishing a more solid legal foundation for internal
audits is identified.

The result of Output 1 indicators are as follows. Output 1 was achieved.

# Indicators Results

1-1 | Developed working paper(s) on other | Achieved
countries experiences and appropriate | Please refer to 3.2 Activity 1-2 and 1-3 for
options of enhancing legal foundation | details.

1-2 | Developed concept paper of new legal | Achieved

framework on internal audit + Please refer to 3.2 Activity 1-4 for
details.

+ Please refer to 6.2 Technical Assistance
Deliverables List, Appendix B “Concept
Paper of Legal Framework on Internal
Audit”

* Please refer to 5.1 for Action Plan after

Completion of the Project

While Output 1 was achieved, enforcement of the internal audit bill (the Bill) developed with
the assistance of the Project is essential to give the internal audit system teeth in the Mongolian
public sector. However, CP is still in the process of preparing to submit the Bill to the Parliament
due to the strong influence of external factors.

At the beginning of Phase 2, the goal as initially planned was to submit the Bill to the autumn
2015 session of the Parliament. In the autumn 2015 session, however, submission of the Bill was
postponed to the spring session in 2016 as the autumn session of Parliament tends to adopt high-
priority topics such as discussions on next year’s budget. Submission during the spring session
was also not accomplished. The reasons CP postponed submission of the Bill were the possibility
of a change of government as a result of the elections, their desire to monitor conditions regarding
amendment of the Law of Mongolia on Auditing, relevant laws related to the Bill, and balance



the Bill with other legislation such as the Bill of Mongolia on State Supervision and Inspection.

Although CP also attempted to submit the Bill in 2016 autumn session and 2017 spring session,
as stated in 2.1, submission of the Bill to the Parliament as met with difficulty due to the absence
of CP’s Director General, the project manager and his/her short-term and frequent replacements.
As at the end of completion of the Project, CP is preparing to submit the Bill in the Parliament in
fall 2017.

Please refer to 5.1 “Plan of Operation and Implementation Structure of the Mongolian side to
achieve Overall Goal” for action plan on this activity by CP.

(2) Output 2 : Qualified internal auditor certification system is introduced.

The result of Output 2 indicators are as follows. Output 2 was achieved.

# Indicators Results

2-1 | Developed Internal Auditor | Achieved
Professionals for Public Sector (IAPPS) | - Please refer to 3.2 Activity 2-2 and 2-3
training framework documents for details.

« Please refer to 6.2 Technical Assistance
Deliverables  List, Appendix C-1
“Certification Framework (Draft) — Initial
version” and C-2 “Training Framework
(Draft) — Final version”

* Please refer to 5.1 for Action Plan after
Completion of the Project

2-2 | Developed IAPPS trial test & learning | Achieved

materials and program Please refer to 3.2 Activity 2-5 and 2-6 for
details.
2-3 | Continued implementation of IAPPS | Achieved
trial test and pre-test training Please refer to 3.2 Activity 2-7 — 2-12 for
details.

2-4 | Developed IAPPS participators and | Achieved
personal other training records Please refer to 3.2 Activity 2-9 — 2-10 for
details.

2-5 | Continued implementation of training | Achieved
for Internal Audit Practical Instructors | Please refer to 3.2 Activity 2-11 for details.

(1API) : "3 " trainings" are conducted,




grades after the trainings, coverage of
government organization conducted
trainings, grades after the trainings

2-6

Number of IAPI who are deployed at
ministries, local governments and
government agencies is more than
"100"

Achieved
* Number of IAPI = 115 Trainees
Please refer to 3.2 Activity 2-12 for details.

It could be a model case among technical assistance projects on introducing internal auditing
to supporting countries if government organizations cooperate with The Institute of Internal
Auditors (11A) Mongolia and develop an internal audit qualification framework. The plan changed
after CP’s new structure came into place in 2017, however, to remain issues on implementation

of this output. Please refer to 4.3 1) (6) and 5.1 2) for details of issues.

3)

Output 3 : Internal auditors' capacity of practicing internal audit is further

strengthened.

The result of Output 3 indicators are as follows. Output 3 was almost entirely achieved.

# Indicators Results
3-1 Document workingpapers of each | Partially Achieved
audit phase (total of 4 audit phases- Documentation results :12 working
planning, fieldwork, reporting and | papers
follow-up) through internal audit | - Please refer to 3.2 Activity 3-4 for
practice conducted by priority | details.
ministries lead by C/P.
3-2 Developed practical internal audit | Achieved
manuals in priority areas + Please refer to 3.2 Activity 3-3 for
details.
* Please refer to 6.2 Technical Assistance
Deliverables List, Appendix D “Internal
Audit Practical Manual (Draft)”
» Please refer to 5.1 for Action Plan after
Completion of the Project.
3-3 Continued implementation of training | Achieved
for using the manuals under | Please refer to 3.2 Activity 3-4 - 3-5 for
development in priority area: "40" | details.




trainings and On the Job Training
(QJT) are conducted

3-4 Developed practical internal audit | Achieved
manual on specialized public | - Please refer to 3.2 Activity 3-3 for
organizations details.
+ Please refer to 6.2 Technical Assistance
Deliverables List, Appendix D “Internal
Audit Practical Manual (Draft)”
* Please refer to 5.1 for Action Plan after
Completion of the Project
3-5 Continued implementation of training | Achieved
for using the manuals under | Please refer to 3.2 Activity 3-4 for details.
development on specialized public
organizations: "10" trainings and
OJT(On the Job Training) are
conducted
3-6 [Reference] Continued engagement | Achieved
in ordinary internal audit | Please refer to 3.2 Activity 3-5 for details.
with/without involvement of the
JICA Expert team
4) Output 4 : Internal Audit Quality Assurance system is introduced.
The result of Output 4 indicators are as follows. Output 4 was achieved.
# Indicators Results
4-1 Developed quality assurance | Achieved
framework documents - Please refer to 6.1 Appendix A-7-3
“Quality Assurance Activity Framework
(Draft)”
» Please refer to 5.1 for Action Plan after
Completion of the Project
4-2 Developed quality assurance manuals | Achieved

(including checklists)

» Please refer to 3.2 Activity 4-2 & 4-6 for
details.
- Please refer to 6.2 Technical Assistance
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Deliverables List, Appendix E-1 “Internal
Audit Quality Assurance Checklist (Draft)
— Initial version” And E-2 “Internal Audit
Quality Assurance Checklist (Draft) —

Final version”
4-3 Developed implementation plans of | Achieved
the quality assurance activities. Please refer to 3.2 Activity 4-3 for details.
4-4 Continued implementation of quality | Achieved

assurance activities on a plan basis Please refer to 3.2 Activity 4-4 & 4-5 for
details.

(5) Output 5 : Medium-term strategic plan is developed.

Output 5 was added as a new output in project year 3 by modifying PDM an agreement at the
Joint Coordinating Committee (JCC) held in December 2016. Please refer to 3.4 History of PDM
Modification.

The result of Output 5 indicators are as follows. Output 5 was not achieved.

# Indicators Results
5-1 Support to draft 2017-2020 medium- | Achieved
term strategic plan * Please refer to 3.2 Activity 5-1 - 5-4 for
details.

* Please refer to 6.1 Appendix A-7-4
“Proposal Enforcement Items for Medium-
term Strategic Plan”

» Please refer to 5.1 for Action Plan after
Completion of the Project.

5-2 Support to draft 2017-2020 medium- | Not Achieved
term strategic plan + Please refer to 3.2 Activity 5-5 for

details.
- Please refer to 5.1 for Action Plan after

Completion of the Project.
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3.2 Activity Results of Each Output

(1) Overall Notes on the Project Activities

As mentioned in 2.1, Project Implementation Structure, progress on planned project activities
was slowed by the absence of leadership due to frequent changes of CP’s project manager during
project years 2 and 3. Additionally, overall project activities were forced to restart from the
beginning as many internal auditors were new and had no experience after the change of the
government following the Parliamentary Election in 2016. This appeared to indicate that a new
structure for the FC-RM Dept. under a new project manager (hereinafter “CP’s new structure”)
would be put in place from 2017. At this stage, the plan was largely changed by CP after newly
forming a department structure by ceasing its continued cooperation with I11A Mongolia, who had
been collaborating throughout the course of the project activities as described in 4.3 1) (6), as an
issue arose in the relationship between MOF and 1A Mongolia. Consequently, activity results
below are explained before and after CP’s new structure.

As for the working group, the initial working group for each output was assigned by approval
of the State Secretary and implemented project activities, while new working groups were
assigned for each remaining project activity by approval of the Director of the FC-RM Dept. after
CP’s new structure came into place. However, some assigned members refrained from
involvement in project activity for the reason that they were not able to make time due to the busy
season and because involvement on the project was not included in the members’ job description.
Other CP staff were involved instead out of necessity.

The following activities were implemented for improving understanding and awareness of
internal auditing:

o Number of
Implemented date Activities
Attendees
Meeting for State
2016/3/15 . 16
Secretaries
2016/6/18-19 Integrated Training 243
Meeting for
2017/2/16-17 . 45
Directors
Meeting for State
2017/5/5 . 8
Secretaries

The Meeting for State Secretaries and Directors promoted understanding of project activities
including submission of the Bill by explaining an overview of internal auditing as well as its role
and importance in an organization.

Integrated training was implemented in Ulaanbaatar for two days for internal auditors
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throughout the Mongolian Public Sector. The training offered the latest internal audit trends in
Mongolian Public Sector, its future plans, cooperative structures with the NAO and other
relevant topics to share and visits to companies and offices where systematic internal audit was
being practiced. In addition, four sectional meetings which stimulated active discussion by
participants were held, covering (1) topics on the Internal Audit Bill, (2) rights, obligations and
considerations of Financial Inspectors, (3) introduction of international internal audit standards
and JICA manual (draft), and (4) quality assurance framework. Through this training, common
awareness was advanced on “internal audit following generally accepted international standards
for the purpose of improving value added by the organization” (hereinafter “llA-type internal
audit™), which this project promotes. Among the sectional meetings, meeting (1), relating to
Output 1, emphasized the necessity of the Bill agreed on at JCC in April 2016. In the sectional
meeting (3), relating to Output 3, the meeting introduced a model workingpaper (draft) by
explaining relevance with audit framework from international standard and the JICA manual
(draft). In the sectional meeting (4), relating to Output 4, the lecturer explained the importance
of quality assurance framework and its procedures to participants.

The details of activities of each output are as follows:

(2) Output 1 : The solution to establishing a more solid legal foundation for internal
audits is identified.

[1-1 Develop a work plan]

As mentioned in 3.1 (1), the initial work plan of Phase 2 was targeted to submit the Bill to
autumn session of the Parliament in 2015 and therefore the initial working group was launched
promptly. The following is the initial working group members. Titles in the member list remain
as used at the time of launch.

Roles Name Title

Chairman Mr. Batsukh Sukh-Ochir Head, Internal Auditing,
Monitoring & Evaluation
Div., MOF

Deputy Ms.Narmandakh Sandagsuren Expert. JICA Consultant

Director Team

Board Mr. Luvsanjav Namsraijav Former Minister of

Member Department of Justice

Board Mr. Batbayar Badamdorj Former Deputy Director

Member General, NAO
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Board Mr. Munkh-Ochir Luvsan-Ish Professor, National

Member University of Mongolia

Board Representative of Ministry of Justice Officers

Member

Board Ms. Purevjal Oyuntuya Officer, Budget Control &

Member Risk Management Dept.,
MOF

Board Mr. Zorigtbaatar Enkhbold Officer, Law &

Member Procurement Policy Dept.,
MOF

In project year 2, the work plan, including activities to provide seminars to raise
understanding and awareness to achieve submitting the Bill, was agreed upon at the JCC held
in November 2015. (Please refer to 6.1 Appendix A-2-3 3 JCC Minutes of Meeting
(2015.11.20))

Although all planned activities were completed by project year 3, as mentioned in the first
paragraph in 3.1 (1), the work plan, including support on submitting the Bill, was agreed upon
by adding Activity 1-7 at the JCC held in December 2016 as enforcement of the Bill will give
teeth to the internal audit system. (Please refer to 6.1 Appendix A-2-6 6" JCC Minutes of
Meeting (2016.12.08) Annex 4). Furthermore, CP formed a new working group and prepared
prompt submission of the Bill at the Law Study Group, respecting their independence, held in
February 2017 after forming CP’s new structure.

|1—2 Collect & analyze other countries experiences relating to legal foundation of internal audid

land status of internal auditors|

In project year 1, the working group held weekly meeting to share cases of internal audit laws
in other countries and ideas in regard to legal frameworks of internal audit which fit with
Mongolian practice. The experts analyzed other countries’ cases (Ghana and Cyprus) which
succeeded in establishing such laws, and submitted their findings to CP such as features of cases
such as adopting an independent law or inserting a provision in an existing law (e.g., the New
Budget law). As a result of the discussions between the working group and legal experts, CP
provisionally settled on the policy of adopting an independent Internal Audit law. Also, in
Mongolian trainees on overseas study tours participated in training regarding the laws in Australia
and Korea to enhance awareness as stakeholders towards establishing the law. Furthermore, CP
analyzed the case of Bulgaria’s internal audit law and thereby deepened its knowledge. The

14



working group held regular weekly meetings and shared ideas. A convention with influential
experts was also held in February 2015 to collect opinions from both Mongolia and overseas.
During the course of the discussion, CP had the choices of either adopting an independent Internal
Audit Law or inserting internal audit provisions in the New Budget Law. Local legal experts
advised CP to adopt an independent law because the legal power of an independent law can be
enforced more effectively. Ultimately, CP adopted a policy of establishing an independent law.

\1-3 Identify the appropriate options of enhancing legal foundation of internal audit and internal|

As a result of discussions in the working group, CP adopted a policy of establishing an

independent internal audit law. The Concept paper of the law is composed of the following terms.

1. The framework of the internal audit for government organizations, audit scope, purpose,
target organization and legal basis.

2. The Internal Audit Charter and Methodology (inspection, evaluation, observation, research,
consulting, arrangement and cooperation with external and internal inspection agencies).
Internal audit system and organization.

The establishment of the internal audit department, the appointment of internal auditors and
provisions relating to dismissal.

5. The authority, responsibility, independence and objectivity, guarantee of rights and
prohibitions as internal auditors and responsibility.

Planning and reporting regarding internal audit activities.

7. Administration in government agencies concerning the remediation for internal audit
results and proposals for improvement and the rights and responsibilities of the Budgetary
Portfolio.

8. The authority of internal auditing divisions in government agencies.

The penalties for those who violate the internal audit law.

\1-4 Develop concept paper of possible legal framework based on the activities 1-1~1-3.\
(NOTE) The way of taking subsequent actions will be decided between BC-RM Dept. and JICA
sides based on the concept paper]

The working group started developing the concept paper on the basis of the collected cases and
feedback from opinions from the legal experts’ convention. The concept paper’s content was made
more comprehensive by using the knowledge obtained from the training and discussions. This
concept paper has well-balanced content reflecting concepts in other countries. In addition, the
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concept paper appears to be sustainable in the future, as it refers not only to cases in developing
countries but also to the laws of Australia, which is one of the most advanced countries in terms
of internal audit systems, as well as the case of South Korea, which has been successful in
enforcing its internal audit law.

Also, JICA Expert Team utilized the knowledge of Japanese legal experts in developing the
concept paper by calling an expert who had experience in a JICA legal project in Mongolia. The
original concept paper was submitted to CP at the JCC held on June 2015. (Please refer to 6.1
Appendix A-2-2 2" JCC Minutes of Meeting (2015.6.12))

In its pursuit of its goal of establishing an 11A-type internal audit, CP visited IlA Global and
received feedback on the original concept paper and the Bill in project year 2. The working group
revised the original Bill based on feedback and a revised concept paper and a final version of the
Bill was agreed upon at the JCC held in April 2016. (Please refer to 6.1 Appendix A-2-4 4" JCC
Minutes of Meeting (2016.04.08) Annex 4 and 6.2 Technical Assistance Deliverables List B
“Concept Paper of Legal Framework on Internal Audit™)

Furthermore, CP formed a new working group and prepared for prompt submission of the Bill
at the Law Study Group, respecting their independence, held in February 2017 after forming CP’s
new structure. The concept paper was re-examined by the new working group.

\1-5 [By C/P] Develop original draft of legal framework based on 1-4 above.\

The original Bill was developed based on the Concept Paper developed in Activity 1-4. In
February 2015, JICA Experts Mr. Luvsanjav Namsraijav and Mr. Batbayar Badamdorj and local
consultants explained the content of the original Bill to CP and exchanged opinions with working

group.

\1-6 [By CP] Develop draft of the Bill of legal framework based on 1-4 above\

As mentioned in Activity 1-4, in its pursuit of establishing I1A-type internal audit, CP visited
I1A Global and received feedback on the original Concept Paper and the Bill in project year 2.
The working group revised the original Bill based on feedback and the revised Concept Paper and
the final version of the Bill was agreed upon at the JCC held in April 2016. (Please refer to 6.1
Appendix A-2-4 4" JCC Minutes of Meeting (2016.04.08) Annex 4 and 6.2 Technical Assistance
Deliverables List B “Concept Paper of Legal Framework on Internal Audit”)

This revised version of the Bill covers all internal audits in the Mongolian public sector,
including not only the central ministries but also local governments and state-owned enterprises.
It stipulates the performance of internal audit based on international standards. The revised Bill
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also stipulates the type of internal audit, the structure of internal audit departments and the audit
committee, the scope of appointment, rights and responsibilities of internal auditors, the
preparation of an internal audit plan, the audit reporting line within the organization, the obligation
of quality assurance activities, and so forth. The Bill stipulates that independence is required for
internal audit and that internal auditors are treated as professionals, for example, by setting the
required years of experience, which will ensure the position of internal audit and internal auditors.
In addition, although CP has indicated that financial inspection is part of internal audit, there are
no direct provisions on financial inspection.

\1-7 Support activities relating with submission of the Bill to the parliament until April.l

Given CP’s declaration to submit the Bill of the Parliament in 2016 at the JCC held in April
2016, the JICA Expert Team’s additional assistance on submitting the Bill was agreed upon by
adding Activity 1-7 at the JCC held in December 2016. (Please refer to 6.1 Appendix A-2-4 4™
JCC Minutes of Meeting (2016.04.08) and A-2-6 6™ JCC Minutes of Meeting (2016.12.08).)

JICA Experts particularly assisted in arranging the “Report on Legal Analysis of Impact and
Effect on the Internal Audit Law (Draft) of Mongolia,” a “public experts meeting” and “an opinion
hearing from government officials” required for submission of the Bill to Parliament. The detailed
assistance was as follows:

No | Category Items Activities Time Frame
1 | Required | Discuss internal | Based on holding an advisory | Held on October
audit law with the | panel required to set up in | 24,2016
public. Legislation Law of Mongolia
(Questionnaire effective from January 2017,
survey and the | public experts meeting and an
Expert Committee) | opinion hearing from
government officials were held
2 Hold hearings  of on the same day of October 24,
opinion of 2016.
government
organizations.
3 Conduct a survey of | Local consultant (Erkh Zuin | September
needs and the | Soyol NGO (Legal firm)) | through
impact of | implemented  survey  and | December 2016
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legislation. evaluation of impact and effect
on enacting new legislation as
required by the legislation law.
The report was submitted to CP
on December 23, 2016.

4 | Optional | Enhance awareness | CP explained basic information | Planned to hold
of internal audit | about internal audit, the | awareness
among members of | importance of the Internal Audit | building

the Diet, ministers, | Bill and differences between | activities for
administrative vice- | financial inspection and internal | parliamentarians
ministers and | audit to raise awareness and | and ministers by
directors. understanding. CP after
submission  of
the Bill. Please
refer to 3.1 first
paragraph  for
Meeting for
State Secretary
and  Directors
for awareness of
understanding.

After the Bill was publicly disclosed on October 12, 2016, local consultants submitted a Report
on Legal Analysis of Impact and Effect on the Bill updated at a public experts meeting and opinion
hearing from government officials held on October 24, 2016. CP completed its review of the
report in January 2017. After that, stakeholders held a legal study group for two days on February
9-10, 2016 to examine the content of the Bill and to discuss anticipated questions and planned
answers. As mentioned in Activity 1-1, a new working group was re-formed to ensure the prompt
submission of the Bill and has been preparing the submission.

The new working group after CP’s new structure comes into place will re-collect comments on
the Bill and cases in other countries. They plan to finalize and submit the Bill in the autumn
session of the Parliament in 2017. Furthermore, the new Director requested that JICA hire a
Mongolian legal expert at project cost to ensure success in passing the Bill at Parliament.
Although the JICA Expert Team requested that CP officially submit a request letter of hiring to
JICA as this cost was not included in the agreed work plan, CP hired two legal experts as World
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Bank (WB) project consultants to continue preparing for submission of the Bill.

3 Output 2 : Qualified internal auditor certification system is introduced.

2-1 Develop a work plan and set up a working group|

The work plan was developed as scheduled. A working group was formed with the members
below. The working group called in Non-Governmental Organizations (NGO) members as they
became responsible for implementing the qualification exam in the future. Also, the working
group brought on CP members who demonstrated strong performance in presenting lectures in
seminars in Phase 1.

Roles Name Title

Leader Mr. Batbayar Badamdorj Former Deputy Director General,
NAO

Secretary | Mr. Baljinnyam Batzorig Officer, Budget Control & Risk
Management Dept., MOF

Member | Ms.Unurjagal Agvaandorj Professor, National University of
Mongolia

Member | Ms. Gantuul Palamdorj Internal Auditor, Trade Development
Bank

Member | Ms.Narmandakh Sandagsuren Expert. JICA Consultant Team

Member | Mr. Mainbayar Badarch World Bank Consultant

Member | Mr. Batsaikhan Zagdragchaa Ministry of Foreign Affair

Member | Ms. Delgermaa Khaltarkhuu Officer, Budget Control & Risk

Management Dept., MOF

<Approved after new CP structure established in 2017: Working Group by project year 3
Activities>

After the establishment of CP‘s new structure in project year 3, a new working group for
each remaining activity was formed.

No | Activities Responsible Members

1 | Training Framework T.Munkhgerel, P. Tserenkham

2 IAPPS Training P. Tserenkham, T.Munkhgerel,
Kh.Delgermaa, B.Batzorig, J. Delgerjargal,
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G. Munkhtsetseg

Work Plans in project years 2 and 3 was agreed upon at the JCC held in November 2015 and
December 2016 respectively. (Please refer to 6.1 Appendix A-2-3 3™ JCC Minutes of Meeting
(2015.11.20) and A-2-6 6" JCC Minutes of Meeting (2016.12.08) Annex 4)

\2—2 Collect & analyze other countries experiences relating to IAPPS & CPE.\

As a result of the working group set up in the Activity 2-1 and the JICA Expert Team’s
collection and analysis of the cases of qualification systems in other countries, it was revealed
that external resource providers are available for internal audit training in most countries, and
government officials voluntarily participate in those trainings with the aim of obtaining
qualifications. Among internal audit qualifications, the Certified Internal Auditor (CIA) provided
by 1lA Global is generally known worldwide and Certified Governmental Audit Professionals
(CGAP) is known equivalently to the CIA for the public sector. It is rare that the government
takes leadership in providing such qualifications to government officials, and in most cases, the
I1A of each country offers such qualifications even for government officials. (I11A has charters in
160 countries, and the government officials of each country voluntarily take exams for such
qualification.) Generally speaking, a professional qualification title may be needed for career
advancement, but there is no guarantee that such qualification will translate to promotion at work.

Based on those results, the initial draft framework developed in project year 1 stated that
holding the qualification is one requirement to become a CAE (Chief Audit Executive). This may
be rare in other countries, however experts think it is an effective measure in Mongolia as it works
as an incentive for internal auditors to build their career plans. CP had considered it essential to
form an organization for implementing such exams in the same way as in those other countries.
Therefore, as mentioned in Activity 2-5, CP officially designated the NGO as an external
institution to implement such qualification tests.

2-3 Develop IAPPS training framework documents)

The working groups and the JICA Expert Team, referring to the 1A Global materials,
developed the framework documents for the examination guidelines and the qualification. (Please
refer to 6.2 Technical Assistance Deliverables List, Appendix C-1 “Framework (Draft) — Initial
version™) The framework refers to not only CPE and IAPI but also practical requirements such as
education for executives as well as field training, and hence it covers a wide range of internal
audit practice. The framework document refers to the three occupational levels classified by
experience of internal auditors. Previously, the roles of internal auditors classified by occupational
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levels were clearly described, so the JICA Expert Team believed that further implementation of
internal audit would be facilitated by this framework.

Activities from project year 2 were planned to continuously examine the content, taking into
consideration the revision of the content of the framework document accompanying the
certification exam.

Project participants visited 11A Global located in the United States as an overseas study trip in
November 2015 in order to gather information, know-how and educational content on the internal
audit certification system of 1A Global as much as possible in addition to advertising that an
NGO was designated by CP to collaborate with the government as an IIA member, introduce
activities related to the internal audit of the Government of Mongolia and NGOs designated by
CP. The participants in the overseas study trip were as follows:

No. | Name Title

1 Mr.Dorjsembed Batsengee | Head, BC-RM Dept., MOF

2 Ms.Delgermaa Khaltarkhuu | Specialist, Internal Auditing, Monitoring & Evaluation
Div., BC-RM Dept., MOF

3 Ms.Enkhtuya Baatar Specialist, Financial Inspection Div., BC-RM Dept.,
MOF

4 Mr.Battur Sukhbaatar Specialist, Financial Inspection Div., BC-RM Dept.,
MOF

5 Mr.Ulziisaikhan Dash Senior Specialist, Fiscal Policy & Planning Dept., MOF

6 Ms.Oyuntuya Purevjal Specialist, Internal Auditing, Monitoring & Evaluation
Div., BC-RM Dept., MOF

As a result of consultation with 1A Global during the overseas study trip, it was revealed that
there are restrictions such that internal audit certification other than I1A Global is not permitted
to be issued, and that the NGO is required to operate in compliance with the rules established by
I1A Global. For those reasons, it turned out to be unfeasible for CP to introduce its own internal
audit certification system in Mongolia.

Given these results, the JICA Expert Team and CP reconsidered the direction of Output 2
activities, redefined terms such as IAPPS, IAPI and trial test and agreed to revise PDM at the JCC
held in April 2016. On another front of changes in Output 2 direction, CP also indicated it would
continue to introduce an I1A-type internal audit system. (Please refer to 6.1 Appendix A-2-4 41"
JCC Minutes of Meeting (2016.4.8)) With this change, the certification framework was revised
to a training framework to provide continuous education to internal auditors in public sector and
the draft training framework was submitted to CP by the JICA Expert Team. However, due to
CP’s change of the initial plan to develop a training framework in conformity with the Bill, the
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training framework (draft) will be finalized after the Bill is passed, scheduled for after the
completion of this project. Please refer to 6.2 Technical Assistance Deliverables List, Appendix
C-2 “Training Framework (Draft) — Final version”

\2-4 Conduct financial planning on implementation of IAPPS & pre-test training, and trainingl
or 1API.

CP is not supposed to conduct financial planning as the budget department collectively controls

the budget allocations for each department in the Ministry of Finance. However, as budgeting
skills also are important, CP carried out the budget planning with a sample document that the
experts created as a budgeting case study for project year 1. The budget was calculated to an
annual amount by accumulating each implementation cost for training and qualification exams.
CP also understood that it is preferable to consider the other expected expenses and then
recalculate the comprehensive budget amount. Until the change of plan due to CP’s new structure,
NGO controlled the financial budget as the NGO implements the exam under consignment to the
Ministry of Finance, but CP still needed to secure the budget in order to outsource continuous
training and qualification exams. After CP’s new structure came into place, CP changed the plan
to conduct trainings and exams by themselves and the JICA Expert Team shared the actual cost
of relevant activities incurred throughout this project with CP for future budget consideration.

\2-5 Designate responsible organization for implementation of IAPPS training.\

CP approved the NGO, for which CP had assisted in formation, as an official body for
implementing the qualification exams for the governmental sectors. This decision was also agreed
upon at the JCC held in June 2015. (Please refer to 6.1 Appendix A-2-2 2" JCC Minutes of
Meeting (2015.06.12).) As a result, the NGO would be conducting the exams in and after autumn
2015, and IAPPS trainings and trial tests mentioned later were implemented by the NGO until
2016.

The NGO lobbied stakeholders to form the Mongolian National Association of Internal
Auditors and officially got certified as I1A Mongolia by 1A Global in February 2016 and are now
gradually expanding their internal audit activities within Mongolia.

CP’s new structure from 2017 changed the original activity plan. The CP’s new structure ceased
cooperation with the NGO and determined to implement the remaining trainings on their own for
the rest of project period. The future training framework after the completion of this project will
depend on how CP finalizes the training framework which was not completed in Activity 2-3.
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2-6  Design IAPPS trial test & pre-test training contents|

CP had initially planned to translate the CIA and CGAP exam content in cooperation with 1A
United States, and then implement the same exams, as the 1A provides worldwide, at the earliest
stage. However, because the population who wish to take the exam is small in Mongolia, and the
NGO itself also wants to integrate know-how through experience in running the actual exams, the
NGO decided to adopt a policy of developing the exam content by themselves and conducting the
exams accordingly for the first few years.

In project year 2, even if 1A Mongolia was established to conduct the test using the I1A Global
content, certification related to internal audit is only provided from I1A Global, hence it would
not be allowed for MOF or 1A Mongolia to independently certify other relevant qualifications.
On the other hand, the current issue hampering execution in Mongolia is the language barrier to
take a certification exam on IlA standards. Therefore, the JICA Expert Team discussed the
position of future IAPPS and IAPI with CP, shared the results with I1A Mongolia, and agreed to
collaborate while sharing the roles with the three (CP, I1A Mongolia, JICA Expert Team) and to
position the IAPPS test as a model test. Training schedule, content and trial test questions were
discussed with 1A Mongolia and lectures conformed to CGAP and CIA exams.

In project year 3, due to plan changes caused by CP’s new structure, for the content and
programs of the third IAPPS training and trial test, the last training in this project, CP prepared
training materials based on topics requested by internal auditors in public sector and collected in
a survey.

2-7 Conduct trainings for IAPPS candidates|

IAPPS Training was held three times. Please refer to Activity 2-8 for details as this training
includes trial tests conducted in Activity 2-8.

2-8 Conduct IAPPS trial test,

Result of IAPPS Training and Trial Tests
Date Training IAPPS Trial Test | Score out of 100 points
and Trial | Training | Candidates | equivalent

Test Participants
(persons) (persons) Max Min Avg.
2015/6/18 — 19 Trial N/A 36 29 9 48.3
2016/4/18 — 22 1 126 102 63 22 46.6
2016/10/11 - 14 2nd 115 79 66 32 459
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2017/5/10 - 12 3rd 118 91 94 32 64.7
Total IAPPS Training 359 308 - - -
Participants:

In project year 1, a certification examination was conducted as a trial test in June 2015 with
the aim of collecting basic data for carrying out the actual test from project year 2 onward. The
JICA Expert Team explained the outline of the test to 36 beginner internal auditors and
conducted mini-tests designed with a volume of 30% of the real examination. The average score
resulted as 48.3 points and three participants got high scores exceeding 70 points. In general, it
is said that beginner auditors tend to obtain scores of around 50 points on their first CIA test.
Therefore it was confirmed that the test content we have designed has reasonably approximated
the content of the global CIA test. Also, regarding the acceptance criteria for the successful
candidates and the ratio out of the population, it also confirmed that it is feasible to operate the
test by referring to such criteria in the world standards.

In project year 2, the first IAPPS training and trial test was held in April 2016, with 126
people attending the training and 102 people taking the test. The results of the trial test were 63
points at the highest, 22 points at the lowest, and 46.6 points on average out of 100 points. In
addition, as a result of analysis, tendency of participating areas and organizations did not greatly
influence the results.

Consensus was reached that it was necessary to add practical case examples to the content of
training rather than focus on theory, according to feedback from the first training and the trial
test.

In project year 3, two trainings and trial tests were held in October 2016 (2nd) and May 2017
(3rd). In the second training, 1A Mongolia, the designated external institution, took charge of
all programs, in order to promote sustainable implementation in Mongolia in the future. Due to
personnel changes at the Internal Audit Department as the government changed, the new
internal auditors were eager to listen to the lecture. Results from the trial test on the final day
included a highest score of 66 points, lowest of 32 and an average of 45.9, which are
comparable to the previous result. It was assumed that there was no large difference from the
knowledge level of the previous participants.

Due to a change of plans caused by CP’s new structure, the third training was lectured by CP
staff to promote sustainable implementation in Mongolia in the future, and the exam questions
were also prepared by each assigned lecturer. The test resulted in a highest score of 94 points,
lowest of 32 and an average of 64.7 out of 100 points (converted 50 points in total to 100 points
for comparison).
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Although the last two trial tests were based on CIA exam questions, the third trial test was based
on questions prepared by the CP staff related closely to the actual practice of participants, and
thus the difficulty level was considered easy compared with the previous test questions, which
was designed based on CIA test questions. For this reason, scores also increased greatly
compared with the results of the past two tests. Because the content of the training was also
mainly for the public sector, a great deal of feedback from participants indicated that the
training content was meaningful to them.

Though activities were carried out as planned, how CP will introduce this IAPI training system
and certificate of attendance after the completion of the project depends on the framework of the
training framework planned to be finalized in Activity 2-3 by CP.

|2-9 Develop IAPPS participators and other training participators records.\

CP initially planned to develop a registration system database relating to information on
Certified IAPPSs and CPE recipients and therefore planned to collect information to be registered
in the system database and determine how to utilize the database system, etc. by consulting with
CP. CP was in the process of registering internal auditor information nationwide as necessary to
the system at MOF. Meanwhile, an Excel list was developed as a training participant record for
participants in trainings conducted during the project period such as IAPPS and IAPI.

Integrating this information is expected to make it easier to gain an understanding of internal
auditors, select candidates for training, and manage the records of training attendance. As such,
the JICA Expert Team appropriately prepared a list of participants and provided it to CP.

|2-1O Support providing training for IAPPS.I

|2-11 Train the IAPIs and its candidates to acquire practical skills required to disseminate|
internal audit,

In order to further build knowledge and capacity for IAPPS and IAPI trainings participants, the

JICA Expert Team visited ministries whose internal auditors had taken the trial test and held
trainings and workshops collaborating with IAPPS and IAPI trainees and the JICA Expert Team
in conjunction with Activity 3-4 as technical support for internal audit including training. Please
refer to Activity 3-4 for details.

\2-12 Certifying candidates who satisfy necessary conditions as the IAPIs.\

With the aim of raising the technical level of future internal audits and improving practical
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aspects of leadership in Mongolia, IAPI training was implemented for high scorers on the IAPPS
training trial test conducted in Activity 2-8.

Implemented date Number of IAPI
Training
Participants
1% 2016/5/31 27
2n 2016/11/4 55
3rd 2017/5/19 33
Total IAPI training participants: 115

During the IAPI training, "basic information on internal audit (including manual
explanation)," among other matters, were introduced by CP as topics directly linked to practice,
and the JICA Experts Team presented an "Introduction of JICA manual, and Relationship
between JICA manual and WB manual." After the presentation, the JICA Expert Team
demonstrated an exercise case study documenting a series of audit workingpapers necessary for
audit practice. All participants received a certificate of attendance under the name of the JICA
project. Though activities went on as planned, how CP will introduce this IAPI training system
and certificate of attendance after the completion of the project depends on the framework of the
training framework planned to be finalized in Activity 2-3 by CP.

4) Output 3 : Internal auditors' capacity of practicing internal audit is further strengthened.

Trainings related to Output 3 were held, and trainings primarily targeting internal auditors
accumulated more than 1,400 participants not only from prioritized ministries but also other
ministries, implementing agencies, and local governments.

<Training Results>

o=Participants
. PDM Number of
Ne | Date Trainings . Prioritized .
Activity | cp Other | Participants
Ministries
Year 1
Introductory Internal Audit Activity
1| 2014.11 . o 12
Seminar 3-5
Seminar for National Bank of Activity
2 | 2014.11 . o 16
Mongolia 3-5
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Seminar for Bagakhangai Activity
3 (201411 | . . 26
District 3-5
Risk Assessment Training for Activity
4 | 2014.12 21
MRTD 3-5
] ] ] Activity
5 | 2015.3 | Applied Internal Audit Seminar 35 70
. Activity
6 | 2015.4 | Manual WG Seminar 35 4
Internal Audit Seminar for Activity
7 | 2015.4 L L 10
Prioritized Ministries 3-5
Seminar for Auditees for Road | Activity
8 | 2015.6 10
Development Center 3-5
Basic Internal Audit for New Activity
9 | 2015.6 ) 70
Internal Auditors 3-5
239
Year 2
Internal Audit Seminar for o
] . Activity
10 | 2015.10 | MECSS higher educational 35 100
institutions
Introductory Internal Audit o
L . Activity
11 | 2015.11 | Training in Uvurkhangai 35 44
Region
Practical Internal Audit o
. . i Activity
12 | 2015.11 | Seminar for National Police 35 14
Agency Staffs
Basic Internal Audit Training o
. . Activity
13| 2015.12 | for National Police Agency 35 40
Executives
Introductory Internal Audit
Training for Nationwide Activity
14 | 2015.12 _ _ _ 100
Executives of National Police 3-5
Agency
Training for Min. of Justice and o
i Activity
15| 2016.3 | Internal Affairs (The Need of 35 21
Internal Audit and Risk)
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Training for Min. of Justice and o
. . Activity
16 | 2016.4 | Internal Affairs (Introduction / 35 50
Documentation)
Seminar for Agencies under o
. . Activity
17| 2016.4 | Min. of Justice and Internal 35 15
Affairs (Basic Internal Audit)
Introduction of JICA Manual .
- Activity
18 | 2016.5 | (Draft) Training for MRTD 35 25
Agencies
Training in the East Region o
Activity
19 | 2016.5 | (Dornod) (Introductory / 35 32
Practical Internal Audit)
Training for Min. of Justice and o
) Activity
20 | 2016.5 | Internal Affairs (Performance 35 30
Audit)
o Activity
21| 2016.6 | Integrated Training 243
3-4,3-5
Basic Internal Audit Training o
o . Activity
22 | 2016.7 | for Civil Aviation Authority of 35 40
Mongolia
754
Year 3
Training in the Central Region .
Activity
23| 2016.11 | (Orkhon) (Introductory / 34 3.5 53
Practical Internal Audit) ’
Seminar for Agencies of Min.
of Justice and Internal Affairs Activity
24 | 2016.12 . 250
(Internal Audit Unit/ Treasury 3-5
Unit)
Training in the West Region o
Activity
25 | 2016.12 | Khovd) (Introductory / 34 3.5 44
Practical Internal Audit) ’
Study Group of Internal Audit .
Activity
26 | 2017.1 | for Safety Control at UB 35 22
Railway
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Training for New Internal o
. ] . Activity
27 | 2017.3 | Auditors of Min. of Justice and 35 o 32
Internal Affairs (Introductory)
Training in Dundgobi Region .
. Activity
28 | 2017.4 | (Introductory / Practical 34 3.5 o 30
Internal Audit) ’
Training for New Internal o
. . ) Activity
29 | 2017.6 | Auditors of Min. of Justice and 35 o 32
Internal Affairs (Practical)
463
Total (3 years) 1,456
Activity 3-4 Training out of Total Total 4 Trainings 370
Activity 3-5 Training out of Total Total 29 Trainings 1,456

Practical guidance through On-the Job Training (OJT) were conducted a total of 141 times
including 128 times to prioritized ministries and 13 times to governmental organizations other

than prioritized ministries to contribute to the improvement of capacity in practical documentation

at work.

Of the OJT, 53 trainings given to the prioritized ministries in project 3 were practical guidance
using the manual developed in Activity 3-4.

OJT result were as follows:

<OJT Results>

(Unit: Number of OJT)

Prioritized Ministries Other
MRTD MCUD MOH MECSS | Ministries Other Total

Year 1l 11 10 12 8 0 3 44
Year 2 7 6 12 9 1 1 36
Year 3 24 5 16 8 7 1 61
Subtotal 42 21 40 25 8 5 141
Total 128 13 141
Activity 3-4 OJT out of Total 53
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Activity 3-5 OJT out of Total 88

The details of activities of Output 3 are as follows.

\3—1 Develop a work plan and set up working groups.\

For project years 1 and 2, a working group was established including CP staff, who had
sufficient experience in internal audit practice since the previous project phase, and internal
auditors of the prioritized ministries in order to implement effective practical guidance and
develop an internal audit manual.

The working group held a group meeting irregularly but every few months to exchange
opinions on the current state of internal audit practice, issues and measures, composition and
content of the internal audit manual, and also served for practical guidance.

The initial working group members were as follows. Titles in the member list remain as used
at the time of launch.

<Initial working group members>

Roles

Name

Title

Leader

Mr. Amane Imada

JICA Consultant

Secretary

Ms. Delgermaa Khaltarkhuu

Officer, BC-RM Dept.,MOF

Member

Mr. L.Luvsanjamts

Head , Internal Audit &
Monitoring Evaluation division,
Ministry of Education

Member

Mr. B.Byambajav

Head , Internal Audit &
Monitoring Evaluation division,
Ministry of Road and
Transportation

Member

Mr. D.Munkhbaatar

Head , Internal Audit &
Monitoring Evaluation division,
Ministry of Construction and
Urban Development

Member

Ms. S.Tugsdelger

Head , Internal Audit &
Monitoring Evaluation division,
Ministry of Health

Member

Ms. Tumur Munkhgerel

Officer, Budget Control & Risk
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Management Dept.,MOF

Member | Mr. Baljinnyam Batzorig Officer, Budget Control & Risk
Management Dept.,MOF
Member | Ms. Tserenlkham Purevdorj Officer, Budget Control & Risk

Management Dept.,MOF

<Approved after new CP structure in 2017: Working groups according to project year 3
activities>

After CP‘s new structure came into place in project year 3, a new working group for each
remaining activity was formed.

No Activities Responsible Members

1 Finalization of Internal Audit | Kh.Delgermaa, T.Munkhgerel,
Practical Manual P.Tserenlkham

2 | Implementation of Regional | J.Tsogtbayar, B.Batzorig

Training in Dundgobi Kh.Delgermaa

Work Plans in project years 2 and 3 were agreed upon at the JCC held in November 2015 and
December 2016, respectively. (Please refer to 6.1 Appendix A-2-3 3 JCC Minutes of Meeting
(2015.11.20) and A-2-6 6" JCC Minutes of Meeting (2016.12.08) Annex 4)

\3—2 Conduct financial planning exercise on implementation of trainings and OJT.\

The method was instructed to CP as stated in Activity 2-4. The actual costs incurred for relevant
trainings and OJT conducted during the project term were shared with CP as a reference for future
financial planning.

\3—3 Develop the internal audit manuals in priority areas and common manual for specialized\

|pub|ic organization(e.g. Local governments, schools, hospitals, customs etc.).|

The initial plan was to develop internal audit manuals in priority areas and a common manual
for specialized public organizations (e.g., local governments, schools, hospitals, customs
organizations), focusing on practice while taking circumstances in Mongolia into consideration.
Internal audit manuals in priority areas consisted of a common section for all prioritized ministries
and special sections for each prioritized ministry. In addition, model workingpapers, which are
documents recording the results of the whole process of an audit, were planned to be included in
the manual. Moreover, the case studies of practical audits using the manual were planned to be
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attached in the manual as appendices by which internal auditors could develop their practical
senses though simulation, enabling newly assigned auditors to take the first step of the audit
smoothly. Common manuals for specialized public organizations (e.g., local governments,
schools, hospitals, customs organizations) were initially planned to contain a checklist developed
through fieldwork in the prioritized ministries designed by breaking down the manual and to be
user-friendly in order to be adaptable to all organizations even under resource shortages.
Furthermore, activities were initially planned to finalize the manual after gathering feedback from
practical guidance and training using the draft manual. In terms of conducting internal audits in
Mongolia, however, an internal audit manual for the public sector in Mongolia (hereinafter “WB
Manual”) developed in the WB project assisting CP in parallel with this JICA project, has also
existed since 2012.

Given these circumstances, the JICA Expert Team and working groups proceeded to develop
the internal audit manual for the priority areas by developing content in collaboration with WB
manual based on the CP ‘s request. For the special sections for prioritized ministries (priority
areas), the JICA Expert Team identified risks related to practice of each prioritized ministry as
useful information for conducting a risk-approach audit, drafted the risk list, gathered opinions
from each prioritized ministry, and added them to the internal audit manual. The manual also
included practical procedures at work and Q&A that were not given in WB Manual.

For common manuals for specialized public organizations (e.g., local governments, schools,
hospitals, customs organizations), the process of training and OJT as well as drafting the manual
resulted in the conclusion that applying the internal audit manual for priority areas is sufficiently
possible for small scale organizations in Mongolia such as schools or hospitals, as while they were
initially assumed to be small, it was found that this was not the case, but rather that they possess
a certain degree of size (medium to large).

In other words, the audit approach and the view about potential risks remained unchanged even
though the audit objectives differed. For this reason, the initial plan was changed to include a
checklist developed as a common manual for specialized public organizations (e.g., local
governments, schools, hospitals, customs organizations) by adding a separate chapter on small
audit engagements for auditors who audit small-scale organizations and would have difficulty
applying the internal audit method (risk approach method) and integrating them as in the JICA
internal audit practical manual (hereinafter “JICA Manual”).

Meanwhile, CP was concurrently updating the WB manual over the project period. In
consultation with the WB consultants, the JICA Expert Team confirmed that the two manuals
agreed with one another. The WB manual gives a summary of the overall internal audit concept
and audit flow, while the JICA Manual contains specialized practical guidance including model

32



workingpapers. Templates of model workingpapers developed by the JICA Expert Team will be
attached to the WB manual to be updated so that practitioners will avoid confusion by providing
the same templates from both manuals. While the JICA Expert Team tried to arrange discussions
on the content of the WB manual under revision with CP, CP never shared the WB manual with
the JICA Expert Team. Under this situation, the JICA Expert Team submitted CP the first draft
JICA Manual in February 2016 and asked for feedback. Since there was no progress from CP after
the submission, the JICA Expert Team further reflected JICA Manual with feedback from
prioritized ministries and other organizations and included model workingpapers developed based
on experience obtained from OJT and trainings through project year 1 and 2. The JICA Expert
Team submitted again next draft JICA Manual to CP in June 2016, and requested feedback again.

Concurrently in project year 3, the JICA Expert Team submitted the finalized version of the
JICA manual in June 2017 after updated feedback using the draft JICA manual through OJT and
trainings in Activity 3-4. Due to change of CP’s plan take into account the consistency between
the JICA manual and the Bill to be approved in the future, the JICA manual will be finalized after
the Bill is approved. (Please refer to 6.2 Technical Assistance Deliverables List, Appendix D
“Internal Audit Practical Manual (Draft)”)

\3-4 Conduct training for internal auditors to use the internal audit manuals in priority areas and\

lspecialized public organizations

Addition of internal audit trainings in local regions and integrated trainings were agreed upon
at the JCC held in April 2016 (Please refer to 6.1 Appendix A-2-4 4" JCC Minutes of Meeting
(2016.04.08) Annex 2). After a draft JICA manual including model workingpapers was
introduced in the sectional meeting at integrated trainings held in June 2016, the JICA Expert
Team lectured participants on OJT at prioritized ministries and in regional training about practical
audit techniques introducing detailed documentation of workingpapers based on the draft JICA
manual.

A draft JICA manual including model workingpapers was developed in Activity 3-3 and
disseminated along with documentation using model workingpapers for practice through
practical manual training and OJT. Concurrently in cooperation with CP, the JICA Expert Team
conducted similar trainings for internal auditors in regional area to promulgate internal audit
methods to regional areas and to improve the practical level of the internal auditors of local
governments. As a result, practical trainings were held nationwide throughout Mongolia during
activity period in this phase as shown below.
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Figure 4: Regional Training Results

As shown in the list of training results at the beginning of this output section, trainings using a
draft JICA Manual including model workingpapers developed in Activity 3-3 were held four times
during the three years, and total of 370 internal auditors participated in these trainings. In addition,
as shown in the list of OJT results at the beginning of this output section, 53 OJT sessions using
the draft JICA Manual for the four prioritized ministries were held, which is also the total number
of OJTs held in project year 3. Among actual audit practices at prioritized ministries, the level of
audit documentation was measured at each of four audit stages (Planning, Fieldwork, Reporting,
Follow-up), the results of which showed that documentation was confirmed to be sufficient in 12
out of 16 instances documentation covered in OJT.

For reference, the table below shows documentation of 11 templates required for
documentation out of all 18 workingpaper templates in the draft JICA Manual used in OJT.

Results at Average
4 Stages of Audit Process Prioritized Documentation %
Ministries (Required)
4 audit
Planning engagements 81%
3 audit
Fieldwork engagements 56%
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3 audit

Reporting engagements 59%
2 audit

Follow-up engagements 31%
Total audit /Avg. 12 audit

Documentation %:  engagements 57%

At some audit practices among the four prioritized ministries, OJT could not be held as
planned and some planned OJT sessions were cancelled due to unexpected assignments by the
order of the Minister and absences of internal auditors caused by personnel transfers. Regarding
audit documentation, flow charts and Risk Control Matrices (RCM) were included in required
documentation as workingpapers at the planning stage, and depending on the degree of
familiarity with preparing these documents, it was determined whether said workingpapers were
well-documented within a limited working time. At the Fieldwork stage, test workingpapers
designed to be implemented based on the RCM were not documented in many cases when RCM
was not prepared or not properly created. At the reporting stage, although audit reports are
certainly prepared in all internal audit engagements, the workingpaper template for confirming
the completeness of the audit procedures at the end of audit engagements was not easily
documented because few practitioners understand its necessity in terms of documentation. The
JICA Expert Team did not give documentation in the follow-up stage a low evaluation even
though there was a low level of documentation because follow-up on the improvement action
plan is not necessarily carried out every time and a certain amount of time is necessary to make
improvements.

We determined that OJT using the draft JICA Manual was meaningful in terms of collecting
comments on the draft JICA Manual to reflect in its final version.

\3-5 [By C/P] Continue internal audit trainings and OJT in other areas which had been conducted\

lunder the Project phase 1]

As shown in the list of training results at the beginning of this output section, various internal
audit trainings were held during the three years in Phase 2.

There were requests from internal audit departments in governmental organizations which
make proactive efforts on the implementation of internal audit activities as part of actions to
promote understanding of internal audit and increase internal auditors’ capacity. The JICA
Expert Team and working group held trainings suited to participants’ required knowledge, such
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as basic seminars for internal auditors newly appointed after government change and personnel
transfers and demonstration of practical cases to experienced internal auditors, and worked
towards holding continuous trainings mainly related to Activity 3-5. As a result, 29 trainings
were provided over three years with 1,400 internal auditors participating in total.

5) Output 4 : Internal Audit Quality Assurance system is introduced.

4-1 Develop a work plan)

Although the initial work plan was revised as necessary in response to activity progress, the
work plan for each project year was developed appropriately and agreed upon at the JCC of each
project year. As for working group members for Output 4, groups were formed with the addition
of CP experts with experience from involvement from Phase 1 so as to contribute to developing
an internal audit quality assurance system. The following table shows the initial working group
members. Titles in the member list remain as used at the time of launch.

<Initial working group members>

Roles Name Title
Leader Mr. Batsukh Sukh-Ochir Head, Internal Auditing, Monitoring
& Evaluation Div., MOF
Secretary | Ms. Oyuntuya Purevijal Officer, Budget Control & Risk
Management Dept., MOF
Member Ms. Narmandakh Sandagsuren Expert, JICA Consultant Team
Member Turbat Bolormaa Expert, JICA Consultant Team
Member Mr. Mainbayar World Bank Consultant
Member Ms. Delgermaa Khaltarkhuu Officer, Budget Control & Risk
Management Dept., MOF
Member Ms. Tumur Munkhgerel Officer, Budget Control & Risk
Management Dept., MOF
Member Ms. Tserenlkham Purevdorj Officer, Budget Control & Risk
Management Dept., MOF

<Approved after new CP structure in 2017: Working Group by project year 3 Activities>

After CP‘s new structure in project year 3, new working group at each remaining activity

was formed.

No | Activities

Responsible Members
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1 | Implementation of Quality | B. Batzorig, G. Munkhtsetseg
Assurance Activity
2 | Finalization of Quality | T. Mukhgerel, G. Munkhtsetseg
Assurance Manual

Work Plans in project year 2 and 3 were agreed upon at the JCC held in November 2015 and
December 2016 respectively. (Please refer to 6.1 Appendix A-2-3 3™ JCC Minutes of Meeting
(2015.11.20) and A-2-6 6" JCC Minutes of Meeting (2016.12.08) Annex 4)

}4—2 Develop first version of check-lists for quality assurance of internal audit.\

In preparing the quality assurance (QA) checklist, the members agreed that they would create
check items to improve practical audit skills and conduct QA activity using such checklists in
prospective years. Therefore the working group focused on the four phases of internal audit
activities and created checking materials which the assessor can use to determine if proper
documentation is made at each of four audit stages in accordance with the sample templates. In
fact, the WB project had created sample templates but internal auditors experienced difficulty
using them as they encountered variations in quality once they started documentation. Therefore
the working group reviewed their template and developed a checklist to verify that proper
documentation was made. The scores of the checklist are quantified and designed objectively to
assure that quality improvement is measured at each level. The first edition of the QA checklist
(6.2 Technical Assistance Deliverables List E-1 “Internal Audit Quality Assurance Checklist
(Draft) — Initial version™) was submitted to CP and CP conducted a trial field test in collaboration
with the NGO with the aim of improve the quality of documentation as in Activity 4-3 in project
year 1.

In project year 2, after CP visited 1A Global in November 2015, CP established a policy of
practicing I1A-type internal audit in Mongolia (agreed upon at the JCC held in April 2016). The
JICA Expert Team considered developing an 11A-based QA Manual and Checklist separately from
QA Manual and Checklist developed in project year 1 and decided to develop a QA manual for
the public sector in Mongolia based on the QA manual issued by 1A Global while incorporating
the special circumstances of the Mongolian government. The first step was to translate the QA
manual issued by I1A Global into the Mongolian language.

}4-3 Develop an annual plan to conduct the quality assurance activities.\

International standards (International Professional Practices Framework: IPPF 1312) state that
QA activities shall be conducted at least once every five years. This is relatively infrequent
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compared to routine internal audit practices.

However, the initial working group decided to conduct QA activities in project year 1, citing
improvement of the quality of audit documentation as an urgent issue. As pertains to the QA
system, the members agreed that the certified NGO conducts external evaluation and that the
internal evaluation is to be conducted within each internal audit department by applying the
individual performance evaluation. The following annual plan in project year 1 was approved by

CP, to be renewed as necessary from the second year forward.

#

Activities

Time Frame

Responsible

Assisted By

1

Defining legal basis,
objectives, scope, Terms of
Reference (TOR) of the QA
external

review and

requirements of reviewers

January 2015

BC-RM Dept.

JICA
Team

Expert

Selection of external reviewers,
agreement on TOR and signing
a contract

February 2015

BC-RM Dept.

JICA
Team

Expert

Development and approval of a

QA Review Plan

the
scope,

which
review’s
data
collection methods, checklists,

contains
objectives,
report

structure, resources

needed and time frame

March 2015

External
Reviewers

BC-RM Dept.
JICA
Team

Expert

Organizing workshop or the
heads and staff members of the
IA units of selected ministries
of the purpose of briefing on
the
methodology of the QA Review

objectives, scope and

April 2015

BC-RM Dept.

External
Reviewers

JICA
Team

Expert

Conducting external

QA

review activities at the 1A units
of selected ministries

April -
2015

May

External

Reviewers

Drafting external review report,
obtaining comments on it from
the selected ministries and
finalizing it

May 2015

External

Reviewers
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7 | Presentation and submission of | June 2015 External

external review report, Reviewers
including its findings,
conclusions and

recommendations, to the BC-
RM Dept.
8 | Planning and implementation | Starting  from | BC-RM Dept. JICA Expert

of follow-up actions based on | July 2015 Units of | Team
the recommendations of the Ministries
external review report
9 | Conducting follow-up on the | First Half of | BC-RM Dept. JICA Expert
external report 2017 Team

In project year 2, an annual plan was developed in the same manner as in project year 1,
however, activities were significantly affected by a delay of CP’s review of the JICA Manual,
which was to include consideration of improvements to the quality of audit workingpapers and
form the basis of QA activities. As described in 2.1, this delay occurred because time was needed
to restore the project implementation structure due to the replacement of the JICA Expert Team
leader and frequent changes in CP’s key personnel. As such, QA activities involving a plan to
implement the draft JICA Manual as a set of best practices were not carried out. As mentioned in
Activity 4-3, development of an 11A-type QA manual and checklist was carried over into project
year 2.

In project year 3, an annual plan was developed to carry out QA activities using the QA manual
and checklist to link with JICA Manual, including model workingpapers aimed at improving the
quality of audit workingpaper templates developed in Output 3 activities. Based on discussions
with CP, the JICA Expert Team agreed that local cities in three prefectures (Orkhon, Khovd, and
Dornod) would be targets for conducting QA activity as central ministries were the targets for QA
activity in project year 1.

}4-4 Train staff for quality assurance of internal audit using the check Iists.\

The initial working group involved the NGO as members from the outset of creating the quality
assurance checklist to efficiently share know—how with them. As a result, the working group’s
preparations to for trial assessment with the checklist proceeded at an earlier stage than expected.
Initially the JICA Expert Team assumed that the checklist would be introduced in the second year,
since progress on the audit activities in Output 3 needed to be made first in order to carry out
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quality assurance activities. This was the first case in Mongolia in which external organizations
came into the public sector and carried out QA activities. Additionally, the checklist included
content on assisting with the appropriateness of audit documentation so as to contribute to
enhancing practical skills used in internal audit. The JICA Expert Team and NGO members who
developed the initial version of the QA manual and checklist distributed instructions including
how to use the checklist, evaluation method, and reporting method to working group members
who were to conduct the QA activity and gave a detailed explanation to the implementing NGO.
The trial assessment with the initial version of the checklist was completed in May 2015, and
the NGO officially submitted the QA activities report in June 2015.

Activities planned in project year 2 were postponed to project year 3 as described in Activity
4-3.

Activities planned in project year 3 were implemented as agreed upon in Activity 4-3. Prior to
the implementation of the QA activities, the JICA Expert Team distributed instructions including
how to use the checklist, evaluation method, and reporting method and explained the details to the
implementing NGO in the same manner as project year 1.

In addition, QA activity in Dornod, the 3" city out of three local cities for planned QA activities,
was implemented by CP as an external reviewer due to changes to CP’s plan after CP’s new
structure was put in place in 2017. For this change, the JICA Expert Team provided two day
training from April 12, 2017 to give instructions to implementing CP on how to conduct QA

activities in addition to evaluation reporting methods.

’4-5 Practice quality assurance activities and make reports on an activity 4-3 plan basis.|

The following Quality Assurance activities were implemented in the Phase 2 project.

Time Evaluation Venue
Implemented
2015.6 Internal Audit Depts. at:

MOF / /MRTD / MECSS / MCUD / MOH
2016.11 Internal Audit Dept. of Orkhon Pref.
2016.12 Internal Audit Dept. of Khovd Pref.
2017.5 Internal Audit Dept. of Dornod Pref.

Working groups and the NGO jointly conducted quality assurance activities and prepared
quality assurance activity reports. Report content was reported to and shared with CP and
evaluated organizations. Information was also exchanged on the current state of internal

auditing quality in Mongolia.
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The final quality assurance activities after CP’s new structure was put in place to prepare a
quality assurance activity report were implemented by CP alone due to the change of CP’s plan.
Additionally, CP developed the final version of the Internal Audit Quality Assurance Checklist
for the purpose of Activity 4-6 in order to reflect the results from this activity.

|4-6 Develop final version of check-lists for quality assurance of internal audit.|

Working group members set in project year 3 implemented quality assurance activities in
Dornod Prefecture and developed the final version of the Internal Audit Quality Assurance
Checklist. For the final version of the Internal Audit Quality Assurance Checklist, please refer to
6.2 Technical Assistance Deliverables List, Appendix E-2 “Internal Audit Quality Assurance
Checklist (Draft) — Final version.”

(6) Output 5 : Medium-term strategic plan is developed.

Output 5 was added as a new output in project year 3 by modifying the PDM agreed upon at
the JCC held in December 2016. Please refer to 3.4 History of PDM Modification.

However, out of the five activities, Activity 5-4 and 5-5 were not carried out. After CP’s new
structure was put in place in 2017, CP has placed significant emphasis on the consistency between
medium-term strategic plan and the Internal Audit Bill and changed CP’s plan to develop the
medium-term strategic plan in view of the Bill to be approved. For this reason, Output 5 activities
will be carried out after the Bill is passed through the Parliament. Regarding the Output 5 action
plan by CP, at the JCC held in June 2017, CP agreed to implement the action plan by the end of
2017 although CP will examine concrete work plans after the Bill is passed. (Please refer to 6.1
Appendix A-2-7 7' JCC Minutes of Meeting (2017.6.12))

\5-1 Develop a work plan and set up a working group.\

After project year 3 began, managers and senior officers from the BC-RM Dept. at that time
started developing a work plan. After CP’s new structure was put in place in 2017, the newly
appointed CP director planned to set up a working group. However, due to changes in CP’s plan
to place significant emphasis on the consistency between the plan and the Bill, the medium-term
strategic plan will be implemented after the Bill is approved. As a result, the working group was
not set up.
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\5-2 [By C/P] Decide the basic policy of medium-term strategic and enforcement items.l

Running concurrently with Activity 5-3, CP established its basic policy through discussions
with the JICA Expert team and listed enforcement items to be reflected in the medium-term
strategic plan. In particular, CP takes past Internal Audit — Capacity Model (IA-CM) assessment
results, IA-CM assessment items and review from the 2014-2016 internal audit medium-term plan
into consideration in order to improve internal audit capacity level in Mongolian Public Sector.
CP also planned to reflect enforcement items based on the “Action Plan of the Government of
Mongolia for 2016 — 2020 (Parliament Order No. 45 of 9 September 2016)” and the “Mongolia
Sustainable Development Vision 2030 (Parliament Order No. 19 of February 2016),” and the
JICA Expert team agreed with this proposal.

\5-3 Support to draft 2017-2020 medium-term strategic plan.\

Running concurrently with Activity 5-2, JICA Experts carried out Activity 5-3 by maintaining
contact with CP. During the course of this project, CP clearly expressed it would follow
international standards for implementing an internal audit system in the Mongolian Public
Sector. Both CP and the JICA project team recognize that Mongolia is in a transition period as
the medium-term strategic plan for the next four years (2017-2020) is a significant guideline for
the future of Mongolia. For this reason, the JICA expert team will assist in developing a
sustainable and viable plan for Mongolia. JICA Experts submitted proposed enforcement items
to CP for the 2017-2020 medium-term strategic plan in November 2016 after considering
various aspects such as legal framework and improvement of organizational structure in view of
relevance with the long-term vision of Mongolia and MOF policy objectives. Please refer 6.1 A-
6-4 “Proposal Enforcement Items for Medium-term Strategic Plan” for details on the 2017-2020
medium-term strategic plan.

However, as mentioned in the opening sentence of this Section, the medium-term strategic
plan will be finalized after the Law is passed through the Parliament due to a change in CP’s
plan to develop the medium-term strategic plan in view of the Bill to be approved after CP’s
new structure comes into place in 2017 as CP has placed significant emphasis on consistency
between the medium-term strategic plan and the Internal Audit Bill.

Activities implemented by JICA Expert Team are given below.

(1) Analyzed current situation by reviewing 2014-2016 medium-term strategic plan

An overview of the goals and results of the 2014-2016 medium-term
strategic plan are shown in the table below. However, the results shown
below were created through the cooperation of the JICA Expert Team and the
primary staff of CP because formal review results by CP were not shared.
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Goal

Results (brief summary)

Phase 2 project assistance

1. Streamline the
legal
environment for
internal audit

(1) Submission of the Bill was
not achieved

(2) Confirmation of consistency
with relevant regulations was
completed for the internal audit
charter only

*For the results in (1),
assistance was provided on
all relevant activities up
until preparations to
submit the Bill

2. Develop
internal audit

(1) Establishment of internal
audit departments across the

For the results in (1), (2)
and (3), assistance was

structure Mongolian public sector was provided on:
largely achieved - Assisted to include those
(2) Establishment of audit (1) to (3) in the Bill
committees and introduction of | . promoting understanding
proper operation were largely through a variety of
achieved at central ministries trainings
(3) Improvement of
independence remains at a
subpar level

3. Training (1) Implementation of training | .For the results in (1), full-

internal auditors

sessions and trainer education
were largely achieved
(2) Development of database
history logs for internal auditors
trainings is in progress

scale assistance was
provided, as well as on
development of a draft of
the training framework

*For the results in (2),

assistance was provided by
sharing training records

4. Establishment
of internal audit
to enhance added
value in the
organization

(1) Development of internal audit
manual for specialized area and
the public sector was largely
achieved

(2) Establishment of a foundation
for the risk management structure
was largely achieved

*For the results in (1),
assistance was provided on
development of an internal
audit manual for priority
ministry areas and
operations common
throughout all areas
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()

©)

(4)

5. Introduction | (1) Development of a method of | . For the results in (1),

of quality implementing a quality assurance | jassjstance was provided on

assurance system | System was largely achieved development of a manual

for internal audit | (2) Development of the Operation | - and implementation of
Plan was achieved training sessions

«For the results in (2),
assistance was provided on
development of the annual
plan and framework

6. Activities to (1) Conducted as necessary, «For the results in (1),
raise awareness | although no awareness activity assistance on a variety of
on risk plan is expected. training and OJT
management

The goals of the 2014-2016 medium-term strategic plan developed with the assistance
of the Phase 1 project are highly consistent with project activities in Phase 2. While
these goals were largely achieved for the past 3 years, the draft items in the 2017-2020
medium term strategic plan include the submission of the internal audit law to the
Parliament as unfinished items and documentation of various provisions that are
deemed necessary to be developed in the future.

Reviewed consistency with National Strategy

JICA confirmed that the “Action Plan of the Government of Mongolia for 2016 —
2020 (Parliament Order No. 45 of. September 2016)” and the “Mongolia Sustainable
Development Vision 2030 (Parliament Order No. 19 of. February 2016)” stipulates the
incorporation of the basic principles of governance for sustainable development
(maintaining transparency, complying with ethics, eliminating corruption) and that
governance through internal audit is consistent with the national strategy.

Conducted SWOT Analysis of the FC-RM Dept.

The result of the SWOT Analysis found specific issues with the ability of
management, appropriateness of budget plan and execution, ability to develop and
conduct a plan, organizational structure to secure independence, and organizing law
and policies and so forth.

Issues which arose during the implementation of the Project

Please refer to 4.3 “Current Status and Recommendations.”
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(5) Recommendations on the plan with regard to the legal environment and organizational
structure improvements considering activities (1) through (4).

*Goal 1: Organizing the legal framework

Submission and approval of the Bill, reorganization of relevant regulations and rules
(drafting and revision) and public relations of internal audit including lobbying
activity for the Bill, etc.

*Goal 2: Organizational structure improvement

Reorganization of internal audit departments, establishment of internal audit
reporting lines, reconsideration of hiring and allocating internal auditors, etc.

+Goal 3: Capacity improvement of internal auditors

Coordination of a training framework for internal auditors (e.g., developing training
plan, implementing trainings) and practical manuals and training materials
(procedures for updating manuals, preparation of training materials and manual as
necessary)

+Goal 4:Enhancement of the quality of internal audit

Establishment of an external review system for quality assurance and reorganization
of the internal review system for quality assurance (e.g., development of an
evaluation manual, rules and quality assurance plan)

The JICA Expert Team submitted the recommended medium-term strategic plan to CP
in November 2016 and proposed activities in the medium-term strategic plan are
prepared to start from fiscal 2017 which consists of the responsible organization, the
implementation period, and the budget for implementing activities in addition to the
strategic objectives and the implementation activities for achieving the objectives. For
budgeting, JICA Expert Team provided budget items in the proposed plan as one
example as the CP’s budget for internal audit activity was not available to JICA Expert

Team

However as mentioned in opening sentence in 3.2 (6), after CP’s new structure was put in
place in 2017, CP has placed significant emphasis on the consistency between medium-term
strategic plan and the Internal Audit Bill and changed CP’s plan to develop the medium-term

strategic plan in view of the Bill to be approved.

5-4 [By C/P] Finalize 2017-2020 medium-term strategic plan|

This activity was not carried out.
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This activity was initially planned to finalize the medium-term strategic plan developed by
CP in Activity 5-3 and to have CP give presentations to relevant ministries regarding the
finalized plan as necessary.

As mentioned in opening sentence in 3.2 (6), this activity will be implemented after
parliamentary approval of the Bill as CP*s new structure in 2017 changed their plan to finalize
the medium-term strategic plan in view of circumstances of the Bill to be approved.

\5-5 Review the progress for the first quarter of 2017 and revise medium-term strategic plan iﬂ

This activity was not carried out.

This activity was initially planned to revise the medium-term strategic plan if necessary by
reviewing the state of progress on the plan by the working group as well as management-level
staff in the FC-RM Dept. in the first quarter of fiscal year 2017 or before the completion of the
Project.

3.3 Results of Achievement in Project Purpose

Although PDM indicators results were achieved with the exception of some outputs, in terms of
achieving the Project Purpose of “The Mongolian government establishes a more solid framework
of internal audits in accordance with the Strategic Plan 2014-16,” it is not sufficient to conclude
that the Project Purpose was achieved at the completion of the project, and the following action
plans must to be executed in order to do so. Please refer to 5.1 for the details on the Action Plan.

i. CP will complete the final version of the Training Framework for internal auditors in the
public sector
ii. CP will review and finalize the Internal Audit Manual
iii. CP will complete the final version of the Quality Assurance Framework

iv. CP will formulate Internal Audit Medium-term Strategic Plan

\Project Purpose : The Mongolian government establishes a more solid framework of internal

laudits in accordance with the Strategic Plan 2014-16

# Indicators Results

[reference]  Upgraded level  of | Achieved
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IA-CM in
Mongolia: Move up more than one

assessment results of
from Level 2 on the Project scope areas
in IA-CM

*Level of the other area will be checked
in Overall goal indicator

CP’s own self-assessment result:
Reached Level 3

+ Observation by JICA Experts: The JICA
Expert Team agrees that some key process
areas (KPA) have improved from the
previous assessment at the end of Phase 1.
In terms of achieving the Project Purpose,
all the action plans mentioned in 5.1 must
be executed and made functional.

* Please refer to 6.1 Appendix A-7-2 “IA-

CM self-assessment result (CP’s own

assessment)”
2 Continued progresses of actions for | Achieved
enhancing internal audit and internal | - Please refer to 6.2 Technical Assistance
auditors in legal framework (e.g. draft | Deliverables List, Appendix C-2
laws & regulations, etc.) “Training Framework (Draft) — Final
version”
* Please refer to 5.1 for Action Plan after
Completion of the Project.
3 Increased number of IAPPS: Achieved
1) 100 IAPPSs training participators Number of IAPPS = 359
4-1 | Continued implementation of internal | Partially Achieved
audit using the manuals under + Documentation in priority areas = 12
development in the priority areas workingpapers
4-2 | Continued implementation of internal Documentation by CP = seven
audit in priority areas: "16" (number of | workingpapers
IA reports, recommendations, follow- | Documentation of audit workingpapers is
up) an ongoing task.
4-3 | [reference] Continued implementation
of ordinary internal audit in the other
areas "8" (number of 1A reports,
recommendations, follow-up)
5 Increased number (and/or percentage) | Achieved

of audited organizations, IAPPSs and
IAPIs: 100(number and/or percentage)

Number of IAPIs =115
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6 Implemented Internal Audit Quality | Achieved
Assurance systems: 2-3 reports” are | 3 Reports completed.
made

Additional explanation regarding the achievements of the Project Purpose Indicators is given
below.

<Indicator 1>

The previous brief assessment using IA-CM for the Public Sector developed by the 11A and
carried out at the completion of the Phase 1 project concluded that broadly speaking, level 2
(Infrastructure; developed fundamental infrastructure of sustainable and repeatable IA practice
and procedures) out of five levels was achieved. IA-CM measures capacity by examining whether
KPA (Activities in place and sustained at each capacity level) levels associated with six elements
of internal auditing have been achieved and institutionalized.

The self-assessment in the view of CP was that CP are still facing circumstances in which annual
or medium-term internal audit plans were not sufficiently established as one reason that training
framework for individual internal auditors in terms of personnel management. In addition, internal
audit departments were established at government organizations other than the MOF, but many
facets including the arrangement of audit committees; understanding and awareness of internal
audit; and the resources, capacity and experience of internal auditors varied at each organization.
For this reason, many organizations face challenges in understanding concepts such as the risk-
based approach necessary for planning and implementing internal audit, internal controls subject
to internal audit, and application to practice and operational aspects, and they were still far from
achieving the implementation stage. Therefore, it was concluded that the capacity level of
government organizations other than MOF had not achieved Level 2.

At the completion of the Phase 2 project, CP completed self-assessment according to the I1A-
CM on June 8, 2017, just before holding the final JCC. CP’s assessment result was that Level 3
had been achieved. This result implies that CP has achieved a level at which the internal audit
system functions on its own and the system can be improved under sustainable conditions. The
JICA Expert Team believes that continuous assistance is needed for internal auditors to
understand the various frameworks to be introduced in relation with the Bill enforced in the
future. The JICA Expert Team observes that considering overall circumstances in Mongolia, it is
still difficult to say the capacity level improved one level or more, although some key process
areas have improved from the previous assessment.

A possible reason for the gap in the levels as assessed by the CP and the JICA Expert Team is
the accuracy of answers or questionnaires conducted by CP on its own. CP adopted a method of
distributing questionnaires to 1A depts. across the country to collect answers.
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From the viewpoint as an output indicator on the Project Purpose, it is essential that various
bases not completed during the Project period be established function to improve capacity by one
or more levels from the previous assessment and then work on a strategic internal audit activity
plan which gives consideration to the Plan-Do-Check-Action cycle.

Observations of the JICA Expert Team regarding internal audit capability in the Mongolian
public sector are given below.

« It cannot yet be concluded that internal audit infrastructure is complete as the Internal Audit
Bill, legal framework and other bases of the internal audit system the MOF requested assistance
during the Project are still in the process of being institutionalized, and the action plans mentioned
in the opening part of 3.3 have yet to be implemented and or made functional.

+ While the capacity level and awareness of internal audit of individual internal auditors in the
public sector has improved compared to when the Project launched, it is still hard to say that the
risk-based audit method has sufficiently permeated throughout practice.

+ Building a cooperative structure with the 1A is the current issue at hand and there is not yet a
concrete framework for official certification and capacity building. As such, "professionally
qualified staff" do not yet exist.

<Indicator 4>

Documentation among CP and prioritized ministries was confirmed to be mostly sufficient as
workingpapers were documented following OJT and practitioners followed the WB and JICA
manuals. Challenges on audit documentation include insufficient documentation of testing
procedures by internal auditors and the reasoning underlying findings, although sufficient
evidence for findings has been collected. The JICA Expert Team was not able to confirm
documentation other than through OJT and therefore concluded that on the whole, results was
partially achieved.

3.4 History of PDM Modification

The project PDM was originally formulated in June 2014 with an agreement in the Record
of Discussion (R/D). During the course of the project, in response to changes in the situation,
the PDM was modified once in project year 2 and twice in project year 3.

For details of past PDMs, please refer to 6.1 Appendix A-1 Project Documents, A-2 JCC
Meeting Minutes and A-3 PDM.

»  April 2016: Revision to Output Indicators and Activities of Output 2
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> 6.1 Appendix A-2-4 4" JCC Minutes of Meeting (2016.4.8) Annex 2

» December 2016: Addition of Output 5 and Activity 1-7, revision to activities and

indicators through an overall review of current situation

> 6.1 Appendix A-2-6 6 JCC Minutes of Meeting (2016.12.8) Annex 1

» February 2017: Minor Revisions to Project Purpose Indicators

» 6.1 Appendix A-1-2 Minutes of Meeting (2017.2.21) Annex 3

Chapter 4 Results of Joint Review

4.1
Criteria

41.1

1)

2)

4.1.2

1)

Results and Review based on DAC (Development Assistance Committee) Evaluation

Relevance ; High
Consistency with Mongolia’s policy and needs

The New Budget Law (effective from 2013) requires government organizations to
establish internal audit departments and the MOF is made the lead department.
Additionally, the establishment of stable governance is mentioned in “Action Plan of
the Government of Mongolia for 2016 — 2020 (Parliament Order No. 45 of 9 September
2016)” and the “Mongolia Sustainable Development Vision 2030 (Parliament Order No.
19 of February 2016),” and hence the role played by Internal Audit is consistent with
Mongolia’s needs.

Consistency with Japan’s assistance policies

The Country Assistance Policy for Mongolia (Japanese Ministry of Foreign Affairs,
May 2012) focuses on the establishment and agility of the governance system for
sustainable development of mineral resources, such as improvement of transparency,
enhancement of financial management, conformity with relevant laws and systems and
improvement of operations. The introduction and promulgation of an internal audit
system will help strengthen functions which also conform to Japanese policy.

Effectiveness ; Medium

Status of progress toward achieving project goals
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While PDM output for the purpose of establishing a more solid framework for internal

audits in accordance with the Strategic Plan 2014-2016 was largely achieved, some of

expected outcomes were postponed to be achieved.

2)  Main reasons behind the achievement

® Continuing from Phase 1, owing to the understanding of internal audit projects and

ability to execute of the person in charge of implementation at the MOF, a working
group with the right members was set up promptly. The good start at the beginning
of the Project enabled the group to establish a solid foundation in project year 1.
(Output 1, Output 2, Output 4)

The constructive activities of IIA Mongolia carried out during this project
generated interest in internal audit among internal auditors across Mongolia.
(Output 2, Output 4)

Implementation of OJT and trainings for risk-based internal audit was recognized
as useful for publicizing policy for internal auditors in the government sector in
Mongolia as well as promoting understanding of internal audit. The participant
feedback from trainings demonstrated a high level of interest in internal audit as
shown by high satisfaction rates regarding the content and recognition of future
challenges in internal audit. Moreover, disseminating the MOF policy and practice
methods across Mongolia not only improved internal auditors’ understanding, but
also facilitated communication between participants and the MOF about the
present challenges at hand. (Output 3)

3)  Main reasons the project did not result in partial achievement of the Project Purpose

After the Parliamentary Election just before the end of project year 2, factors
hindering achievement of project goals emerged, such as re-examination of the
project’s direction and a plateau in the level of understanding of internal audit due
to personnel transfers in prioritized ministries, including the replacement of the
State Secretaries and Directors and also staff who had built experience in internal
audit. For example, OJT could not be implemented on schedule due to multiple
instances in which basic practices had to be repeatedly explained to newly
appointed internal auditors at prioritized ministries or changes in the environment
owing to organizational policies such that operations other than internal audit were
undertaken. For this reason, part of Output 3 was not achieved. (Output 3)
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413

1)

2)

® The Internal Audit Law was not approved by the Parliament during the project
period and the legal position of internal auditors was not established. As a result,
the legal framework has failed to catch up with practice, and there were some
aspects that discouraged active internal audit. For example, the New Budget Law
as currently enacted requires the authority of financial inspector to conduct internal
audits.  This has hindered the implementation of " internal audit following
generally accepted international standards for the purpose of improving value
added by the organization as promoted by the MOF, and it was difficult to promote
documentation using model workingpapers which comply with the internal audit
practical manual from OJT because the manual is not yet established at present. It
will be officially released with the approval of the MOF's audit committee after the
establishment of the Internal Audit Law. (Output 3)

Efficiency ; Medium
Input by Japan

Overall, inputs of appropriate quality and quantity were introduced in a timely
manner. As a result, project activities could be carried out almost exactly as planned
which also achieved most of outputs in PDM. However, due to postponements or other
changes to the activity schedule, some planned activities could not be implemented,
such as designing a medium-term strategic plan.

Japan's human resource input (75.53 MM in three years) was of a fully satisfactory
level in terms of technological quality, quantity, dispatch frequency and timing, and it
was introduced according to plan as a whole. In this regard, however, there was a time
forced JICA Expert Team to experience to slowdown and revise the progress of activities
for Output 2 & 4 due to unavailability of input of 1A Mongolia by replacement of JICA
Expert Team Leader and CP’s change of plan under CP’s new structure. As for the
equipment requested, that required by the MOF was arranged and provided efficiently
after communication with CP.

Regarding the costs related to the implementation of project activities, JICA Expert
Team believes that the activities planned in advance in each fiscal year were necessary
and sufficient for the implementation of the activities. As a result, the planned activities
within the plan were implemented as a total.

Input by CP
The input of especially human resources by CP differed between the early, middle
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and final stages of the Project.

Early Stage: The leadership of the Director of the FC-RM Dept. spurred the involvement
of all FC-RM Dept. staff, the formation of a working group and timely and
appropriate inputs in terms of personnel aspect such as formation of working
group and budget aspects was implemented.

Middle Stage: As mentioned in 2.1, the Director, responsible as the project manager, was
replaced four times, resulting in CP substantially absent of the Director, CP’s
leadership and involvement to the Project were diminished. During this period,
project activities were carried out under mainly the manager’s lead. Also, only
the manager was primarily involved in the project, and with FC-RM Dept. staff
assigned to holding events such as training lecturers and practical guidance
working group. In this regards, however, an authority of manager level was
limited to make decision in and outside MOF. As a result, input by CP was not
sufficient to implement project activities for submission of the Bill, the main
cause of not achieving some outputs at the completion of the Project, and
internal audit practical manual, which was supposed to finalize in project year
2, and made these activities delayed and not achieved during the Project period.
With these result, it can be said that CP did not provide sufficient input to the
Project. In terms of Expenditure, CP had a difficulty in securing budget not only
for the Project activity, but also budget for their own internal audit activity along
with the internal audit plan. This reason made the planned project activities
frequently delayed to implement by consuming time and work to discuss the
budget arrangement.

Final Stage: The FC-RM Dept. was restructured with new appointment of the Director and
manager (January through February 2017) and the formation of a new working
group in March 2017 to implement remaining project activities. The Director,
manager and new working members below personnel responsible for
implementing the Project worked diligently to gain an understanding of internal
audit, the content of the Project and the working group’s activities. However,
CP’s new structure had to postpone the planned project activities until a
reformation of new working group members because they needed a certain
period of time to gain the understanding and catch up the Project. Also, it also
took long time for activities to get on track because an addition of working
group activities made new working group members disrupted their ordinary
works. For this reason, project activities were concentrated to particular CP
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staffs only as other assigned CP staffs were not able to get involved. In addition
to the above mentioned, CP’s new structure changed plan of cooperation with
I1A Mongolia to implementing by CP staff’s own as mentioned in 4.3 1) (6),
which also influenced to input by Japan, as mentioned in the previous section.
CP leave Personnel input to be considered in order to implement smooth project
activities.

Moreover, with the reason stated in 4.3 1) “FC-RM Dept. as CP ” regarding
the details of activities and costs, initially unplanned activities (e.g., report prep
work necessary for preparing the Bill, holding the Law Study Group, assembling
directors at the meeting for State Secretaries) as well as relevant and additional
costs exceeding the planned budget arose due to the difficulty of scheduling the
annual work plan well during planning, given the circumstances mentioned in 4.3,
and that the CP’s structure during implementation differed from that during
planning. The JICA Expert Team attempted to reduce these costs by holding
repeated discussions with CP.

414 Impact ; High
1)  For Achievement of overall goal

® . Regarding the legal framework for internal audit, preparations to submit the Internal
Audit Bill to the Parliament are currently underway, which is planned to submit the
Bill to the Parliament in 2017 autumn session.

® Construction of the cooperative relationship between MOF and IIA Mongolia is
currently underway. In order to establish and implement a training system that uses
information provided by the 1A and its training materials to promote and promulgate
internal audit that will be "internal audit following generally accepted international
standards for the purpose of improving value added by the organization," it is
necessary to promptly build a cooperative structure between the MOF and 1A
Mongolia. This is key to achieving the overall goal.

® Finalization of the internal audit practical manual including model workingpapers
developed during the Project is currently underway and CP plan to finalize the manual
by January 2018 after the Bill will pass in the Parliament. It is expected that a certain
level of documentation quality will be achieved by satisfying the following conditions:
1. The MOF’s audit committee approves both the WB and JICA manuals while
considering the consistency of both manuals, 2. Progress is made on confirming the
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consistency of the model workingpapers with those used for financial inspection
carried out as part of the internal audit, and 3. The quality assurance system gains
widespread traction going forward. We expect that documentation will consistently
meet or exceed a certain level of quality if these conditions are all satisfied.

® Assuming that the three points above are put into practice, the IA-CM evaluation will
be of a higher level than at the start of the Project.

2)  Other effects of project implementation
® (Positive effects)

The Project contributed to improve the level of understanding on the internal audit
was improved and to permeate its practice among internal auditors in Mongolian
public sector by implementing activities related to development of the Bill and its
preparation of submission to the Parliament (e.g. meeting with experts and hearings
of opinions) during the Project period. The Project also contribute to develop and
familiarize internal audit in Mongolia as it was good to CP to reach a direction that
the financial inspection is part of an internal audit.

® (Positive effects)

The establishment of 11A Mongolia has led to ardent efforts to acquire knowledge
and drive the promulgation of internal audit. As a result of the activities carried out
by founding members of 1A Mongolia (including representatives and people working
in private companies) 1A Mongolia has now grown to 70 members.

Such movements involving the private sector have had a ripple effect in Mongolia
beyond the framework of the promotion of internal audit within the public sector.
Moreover, there have been questions from internal auditors of local governments
about eligibility and methods for becoming a member of 11A Mongolia and questions
about the international internal auditor qualifications, which indicates the high level
of interest in the l1A.

® (Negative effects)

Finance inspectors from the Special Inspection Agency, which was under the
jurisdiction of the Deputy Prime Minister until November 2014, were assigned as
internal auditors at each government organization. For this reason, financial
inspectors took offices at all internal audit departments including local
governments. Financial inspectors are professionals with a history of about 95 years
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1)

in Mongolia and are widely prevalent throughout the country. Although the FC-RM
Dept. agrees with the JICA Expert Team’s view that financial inspection is part of
internal audit, internal auditors are separated from financial inspectors under the
organizational structure of the FC-RM Dept. Financial inspectors also use a
proprietary format for their workingpapers which has not been substantively
integrated with that used by internal auditors. This could cause confusion in the
public sector of internal audit and financial inspection duties or slow the pace of the
permeation of internal audit until the legal framework for internal audit is
established at government organizations other than the MOF.

® (Negative impact)

In Mongolia, one non-government organization has been providing internal audit
training and performing other internal audit activities without establishing a formal
relationship with the I1A since before 11A Mongolia was established. Following the
formal establishment of 11A Mongolia during the implementation of the Project, MOF
was sued by this non-government organization, claiming it suffered damages because
it became unable to carry out its activities as an organization ostensibly related to the
I1A. The lawsuit is still being litigated even as of the end of the Project, forcing the
FC-RM Dept. to focus on matters other than project activities such as briefing
materials and court appearances.

Sustainability ; Largely High
Policy

While this hinges on the approval or disapproval of the Internal Audit Bill scheduled to
be submitted to the Parliament during the 2017 autumn session, after said approval,
related laws and amendments to provisions will be implemented following the formation
of the critical legal basis for internal audit. In addition, stable governance is also
mentioned in the “Action Plan of the Government of Mongolia for 2016 — 2020
(Parliament Order No. 45 of 9 September 2016)” and the “Mongolia Sustainable
Development Vision 2030 (Parliament Order No. 19 of February 2016),” meaning the
project is strongly aligned with Mongolia’s policy commitments and further that it is
highly sustainable.

Furthermore, as mentioned in 3.2(6), this project also assisted the formulation of the
2017-2020 medium-term strategic plan. Although the finalization of the medium-term
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2)

3)

strategic plan under the policy under CP’s new structure is not yet complete, CP will
formulate the medium-term strategic plan (2018 - 2020) in accordance with the Internal
Audit Law to be submitted in the future.

Technical

The internal audit practical manual developed in this project includes model
workingpapers and it will be of great help to the practice of the internal auditors in
Mongolia in situations where there is low familiarity with documentation. Furthermore,
the theoretical content of the internal audit manual developed with the support of the WB
in 2011 is also being updated. Together, these two manuals will cover both the theory
and practice of internal audit. Although the capacity level of prioritized ministries is
greatly affected by the individual capacity of each internal auditor, internal auditors
whose understanding of internal audit improved could more quickly prepare
documentation with reference to the model workingpapers.

The JICA Expert Team believes that ongoing training and practical guidance for
internal auditors led by the small number of those with demonstrated understanding will
be necessary.

According to the current New Budget Law and Internal Audit Law planned to be
approved in the future, the FC-RM Dept. is the lead department and responsible for the
education and guidance of internal auditors in Mongolia. The JICA Expert Team believes
that there will be growth in technical areas considering that CP staff have gained
experience as technical lecturers in a variety of training sessions, awareness building
activities and practical guidance, and following the establishment of 1A Mongolia, there
are now structures in place in Mongolia through which internal audit information and
training materials which is “internal audit following generally accepted international
standards for the purpose of improving value added by the organization™ can be obtained.

As for the training framework, the JICA Expert Team has developed a draft version,
which will finalized by CP (ultimately becoming the training policy) after completion of
the project. Future trainings will then be implemented according to the finalized
framework.

Finances

Sufficient resources were not allocated in the FC-RM Dept.’s budget for activities
related to internal audit in the context of the MOF’s budget for the portion of
expenditures for project activities agreed to be provided at the MOF’s own expense,
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resulting in the budget necessary to implement project activities not being secured. This
led to a situation in which expenses necessary for carrying out project activities had to be
requested within the MOF each time, and it was difficult to receive approval for said
requests. In order to carry out future activities (e.g., internal audit training, training
material development, quality assurance) with the FC-RM Dept. as the lead internal
audit department, it is desirable that the financial basis be clarified by securing the
budget required.

On the other hand, some ministries actually hold trainings by securing the budget to
do so, implying that the FC-RM Dept. has the capacity to make coordinated efforts to
secure the budget for their own activities. The JICA Expert Team worked to ensure mutual
cooperation and smooth implementation, such as by sharing the actual amounts used in
each activity with CP when conducting project activities.

Organization / Structure

6 officials in the current FC-RM Dept. are substantively engaged in internal audit.
However, these officials concurrently carry out other duties such as monitoring, and a
structure in which they can focus on internal audit is not yet in place.

In addition, the department is divided into two sections: the Internal Audit and
Performance Monitoring Unit and the Financial Inspection Unit, despite policy laid out
by the FC-RM Dept. to implement financial inspection as part of internal audit. Finance
inspectors from the Special Inspection Agency, which was under the jurisdiction of the
Deputy Prime Minister until November 2014, were assigned as internal auditors at the
predecessor of the FC-RM Dept., and 9 financial inspectors currently belong to the FC-
RM Dept. At government organizations other than the MOF, internal audit and financial
inspection units are not separated. The assignment of financial inspectors to the internal
audit department has led to a greater number of personnel conducting internal audit, and
officials who do so are assigned to most government organizations including local
governments. This has had an according effect in that structures to carry out internal
audit are now in place. (As of 2016, there were 355 internal auditors in the Mongolian
public sector (including 196 financial inspectors), 138 of whom are assigned to central
ministries, 144 to prefectures and 73 to cities and districts, respectively.

However, it is important to have personnel responsible for internal audit (e.g., the
Director of Internal Audit Dept. and State Secretary) at each ministry understand
internal audit under the organizational structure. When the person responsible for
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internal audit or relevant minister lacks understanding, even if the organization has a
certain number of internal auditors, there have been cases where internal audit was not
implemented effectively and other work was prioritized due to a lack of expertise of the
personnel placed.

The FC-RM Dept., the lead internal audit department, should encourage
government organizations to establish organizational structures that can ensure
independence, which is an important feature of internal audit, and must make rapid
progress on structuring the relationship between internal audit and financial
inspection, the legal basis for internal audit (e.g., establishment of the internal audit
law), and raising stakeholder awareness about internal audits.

4.1.6 Conclusions of evaluation

The evaluation’s conclusions were as follows: medium in effectiveness and
efficiency; largely high in sustainability; and high in relevance and impact.

The main causal factors for not achieving “high” in all criteria were the Parliamentary
Election, changes in the government, personnel replacements at CP, and the delay in the
implementation of the work plan and project activities.

However, the CP structure changed with five months remaining until the final JCC
for the project as a new Director and manager were appointed. While taking longer than
planned due to delays in project activities, we believe CP demonstrated strong leadership
and ability to execute by selectively prioritizing and diligently carrying out the project
activities that could be completed before the final JCC.

As the FC-RM Dept. continues to make progress on internal audit activities under the
Director's management, it is expected that the activities that could not be implemented
during the course of the project will be implemented steadily and surely going forward.

Internal auditors in the Mongolian public sector showed high interest in the Internal
Audit Bill developed with the assistance of this project and the establishment of 1A
Mongolia, a local chapter of 1A Global. Furthermore, it was sufficiently high with regard
to its "impact" in that CP were able to introduce a new quality assurance system and
implement training using model workingpapers for internal auditors across the country.

On the other hand, many issues remain such as internal audit knowledge and
techniques not yet taking root due to frequent personnel transfers, difficulty in securing
budget, a lack of information sharing regarding overlapping activities with the WB
project, a lack of correct understanding about the technical assistance project and a lack
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4.2

of awareness of project involvement. In order to achieve the overall goal of this project,

MOF needs to address these issues in the future.

Key Factors Affecting Implementation and Outcomes

Implementation of prompt actions directly after launching the Project
(Development of the Internal Audit Bill)

One important matter assisted with in this project was the development of the Internal
Audit Bill and its submission to the Parliament. For this reason, from the beginning
of the project, we started working on preparing the Bills and Concept Papers by hiring
local legal experts and constructing a working group centering on the director at the
time, resulting in the initial version of the Bill being developed in March 2015, which
was six months after the launch of the Project. After that, a Bill reflecting the advice
received from 11A Global after visiting the 11A headquarters during the third country
study tour was completed in March 2016, which was a favorable outcome as the initial
version of the Bill was completed during the first half of the project. (Planned to be
submitted to the Parliament in autumn 2017.)

(Contacting I1A Global and foundation of NGO)

At the start of this project, it was initially planned that a qualification system for
internal auditors in the Mongolian public sector would be introduced, and the
working group and JICA Expert Team were examining whether the MOF could grant
internal auditor qualifications. However, correspondence with 1A HQ revealed that
international qualifications for internal audit can only be granted by 1A HQ, and not
at the discretion of each country. 1A HQ recommended to establish an NGO as a
government cannot have 1A functions. Based on this feedback, the director and other
working group members at that time established an NGO with the goal of becoming
an IlA chapter. While the assistance of the Project was a contributing factor, the
NGO’s smooth certification as the Mongolian chapter of I1A Global was owed in
large part to the proactiveness and manageability of Ms. B. Battsetseg, the Director
of the FC-RM Dept. at the time, and other founding members of the NGO (i.e., the
founding members of 11A Mongolia).

Activities performed proactively by 1A Mongolia
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CP changed the direction of the qualification and quality assurance systems during
the course of the Project. As revealed in the process of establishing 1A Mongolia,
the introduction of an internationally recognized internal auditor qualification
system cannot be done at the discretion of the MOF. In order to improve the
knowledge and capacity of internal auditors, training sessions of a certain level of
quality of were held in cooperation with 11A Mongolia, who has access to
information and training materials provided by 11A Global.

In addition, for quality assurance activities, the checklist drafted by the JICA Expert
Team was revised by 1A Mongolia while enlisting experts including Ms. P. Gantuul
and Mr. Gantulga, and finalized through on-site trial implementation. During the
project period, the project was first implemented in Mongolia, and quality assurance
activities were conducted in five ministries and agencies of the central province and
three provinces (one of which was implemented by the MOF). This enabled CP to
analyze the current state of internal audit quality.

Furthermore, 1IA Mongolia contributes to the promotion of interest in, and
understanding of, internal auditors in the public sector including local governments
through public relations activities using social networks such as Facebook and
networking involving 1A members.

Holding integrated training for internal auditors across Mongolia

Approximately 250 internal auditors in the public sector nationwide gathered in
Ulaanbaatar in June 2016 and conducted an integrated training related to internal
auditing. This training was an opportunity to inform all internal auditors that the MOF,
including the FC - RM Dept., is actively implementing internal audit.

At the same time, CP was able to raise awareness that internal audit is a profession
and that internal audit is an important field supported by this project, which has helped
motivate CP as well as participants across the country.

Frequent replacements of the Director of the FC-RM Dept. and project manager

Due to frequent personnel replacements during the project implementation period, a
total of five directors took charge of the project. When the director was virtually
absent for a year, a manager became the point of contact for the project, and more
time was required to actively proceed on the project in that significant influence could
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not be exerted on certain aspects due to the manager’s limited level of authority.

After January 2017, when CP formed the current structure, the stability of the project
structure was restored, but some activities were postponed by the MOF after the
completion of the Project. Specific activities are given below.

+ Postponed to submit the Bill to the Parliament to 2017 autumn session (completed
a final version of the Concept Paper in March 2015, the Bill in January 2016, and
evaluation report of the Bill required for the submission to the Parliament in
December 2016)

- Postponed to finalize internal audit manual by CP (completed 1% draft in February
201, 2™ draft in June 2016, and submitted the final draft of JICA Expert Team to
MOF in May 2017)

+ Postponed to finalize Training framework and quality assurance framework after
the enforcement of the Internal Audit Law

+ Postponed to formulate the Medium-term Strategic Plan (2017~2020) after the
enforcement of the Internal Audit Law

+ Revised project plan multiple times due to these postponement
Personnel transfers due to the Parliamentary Election

In June 2016, the government changed as a result of the Parliamentary Election held
every four years. Accordingly, ministers, state secretaries and directors in charge of
internal audit were replaced in each ministry. Personnel changes of internal auditors

were made not only in central ministries but also in local governments.

For this reason, the JICA Expert Team responded by again providing a lecture to
newly appointed internal auditors covering basic concepts in internal audit and
implementing awareness-raising activities. Such personnel changes made it difficult
to ingrain internal audit knowledge and techniques requiring a level of high expertise.

Especially in order to conduct training at local governments across Mongolia, many
of internal auditors of local governments attended one training session along with CP,
and the JICA Expert Team visited to hold training sessions during the three year
project period. As a result, the understanding of internal audit and sophistication of
knowledge was limited due to personnel changes.

Permeation of understanding of JICA’s technical assistance project
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(Cooperative structure)

The original implementation structure of the technical assistance project consisted of
cooperation between CP and the JICA Expert Team, brought on the same page by
sharing project outlines and explanations of project activities when there were
personnel changes at CP. However, the JICA Expert Team required time to promote
a common understanding of this project throughout CP due to frequent personnel
changes. As a result, progress on the project activity was delayed. Specific examples

are given below.

+ From project year 2 to the first half of project year 3, activities to prepare the
Internal Audit Bill and establish 11A Mongolia were settled and the next step was to
focus on other activities. However, there were certain restrictions on involvement of
FC-RM Dept. officials in the project activities and sharing the necessary information
for the project because the FC-RM Dept. Director was virtually absent. For this reason,
project activities revolved around specific officials within CP, which indirectly caused
delays to some project activities.

+ In order to cope with these frequent personnel changes, the JICA Expert Team had
to explain the aim and position of the JICA technical assistance project to the director
of CP multiple times while accompanied by the person in charge at the JICA
Mongolia Office. However, the JICA Expert Team understood the confusion between
technical assistance, grant aid and loan projects. This resulted in the occurrence of
the problem described below in “(Budget).” Also, even though it took time for CP
officials to understand the nature of technical assistance projects and those CP
officials suspected it would be necessary to become involved in the Project for the
reason that the job description of CP officials does not specify the activities to be
carried out in cooperation with the project activities.

(Budget)

There were instances in which activities could not be managed smoothly while CP’s
understanding of the nature of JICA's technical assistance project had still not
achieved broad penetration. Examples of this included CP’s requests for activities
outside the work plan and unexpected extension of the number of days for one
planned activity. In such cases, the JICA Expert Team had to consume extra time to
execute the budget, even though they had explained the R/D agreed upon at the
beginning of the project as well as the rules to follow in implementing the JICA
project.
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Implementing smooth execution of the Project

Timely and appropriate meetings with CP were essential to carrying out project
activities. During this project, the JICA Expert Team had to spent a great deal of time
even to simply arrange meetings with CP due to frequent personnel changes and
frequent consultations, resulting in decisions being left unmade and ultimately
interfering with the smooth implementation of the project activities. Specifically,
planned activities such as the development of manuals and framework and the
formulation of the medium-term strategic plan were postponed. These delays in turn
caused delays to overall project activities. Some examples in which smooth
consultation on activities was difficult are given below.

- Regular meetings were instituted because of the difficulty of holding timely
meetings with CP, which then resulted in matters requiring consultation other than
those covered at the regular meetings being postponed until the next regular meeting.

« The schedule for regular meetings was frequently changed, and sometimes not held.
(This included absences from schedule meetings and cancellations of regular
meetings having already waited for a certain period of time.)

- Two months were spent arranging the date for JCC for the 3rd year project activity
kickoff. CP expressed doubts about the necessity of holding JCC as CP took time to
understand the rules of the technical assistance project as mentioned above.

+ The JICA Expert Team requested an appointment to greet the State Secretary (the
Project Director) as the JICA Expert Team was also reorganized with a newly
appointed Team Leader, but this meeting was never held as the JICA Expert Team
was told that the requested meeting could not be arranged.

+ The JICA Expert Team repeatedly requested consultations with CP’s responsible
officials to discuss the formulation of the mid-term strategic plan, but these
consultations were also never held.

Promoting information sharing within the FC-RM Dept.

In order to resolve the insufficient understanding of CP officials regarding the
project and the adverse effects of discussing the details of the status of project
activity with a specific CP official in project year 2, the JICA Expert Team
proposed a meeting to share information with CP officials in project year 3.
Although most CP officials agreed with the suggestion, the meeting was never held

64



due to a decision within the FC-RM Dept., and involvement of CP officials lacking
information on project activities continued to be limited.

For this reason, the JICA Expert Team tried to make contact with CP officials with
whom timely communication was required. However, the JICA Expert Team received
complaints from CP officials several times regarding the content and the timing of
activities decided on at meetings with the FC - RM Dept., which became an indirect
factor behind the postponement of some activities planned in the project.

Some examples of complaints from CP officials are given below.

+ CP intended for the NGO, the predecessor of IIA Mongolia, to be a suitable
institution to facilitate cooperation on activities. As such, the JICA Expert Team
selected the NGO as the institution to facilitate cooperation on activities based on
JICA procurement rules, but the JICA Expert Team repeatedly received complaints
regarding the selection of the NGO from CP officials who partially misunderstood
the situation.

+ The FC - RM Dept. at the time determined that quality assurance activities for local
governments would not be implemented in project year 2. The JICA Expert Team
received complaints from some CP officials who partially misunderstood the situation,
claiming that they influenced their personnel performance evaluation.

- Despite a person in charge of contact with the JICA Expert Team being selected
according to the direction under the new structure of the FC - RM Dept. in project
year 3, the JICA Expert Team received complaints from individual CP officials that
the JICA Expert Team should share information.

+ FC-RM Dept. policy determined the composition of the members of the working
group for project year 3, but some CP officials held the misunderstanding that the
working group was determined without consultation and declined to cooperate on the
implementation of activities assigned.

Organizing the structure between internal audit and financial inspection

The revision of the Internal Audit Charter in February 2016 included provisions on
financial inspection. While policy to implement Il1A-type internal audit in the
Mongolian public sector was established, misunderstandings arose about its
distinction from financial inspection. Financial inspection is a deeply rooted practice
in Mongolia, dating back 95 years. In order to avoid confusion about its distinction
with internal audit, CP, the JICA Expert Team and the JICA held discussions for over
2 months to decide the direction and reorganize the practice of internal audit and
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financial inspection. In April 2016, JCC was held and it was concluded that financial
inspection is part of internal audit as initially indicated. According to current financial
inspection standards (Minister of Finance Order No. 107 dated on March 22, 2016),
the authority given to financial inspectors differs from internal audit with regard to
content and purpose. Hence it is expected that relevant regulations will be organized
along with the establishment of the internal audit law in the future.

® Replacement of the JICA Expert Team Leader

The JICA Expert Team Leader became unable to continue his duties in Mongolia
due to a health issue, and was replaced in January 2016 (official approval by JCC
was given in April 2016). The previous leader was involved from the previous
phase of this project, and in some respects, a founder of this project. Although this
project is carried out as a team, the replacement of the JICA Expert Team Leader
created anxiety and confusion for CP and other project stakeholders in Mongolia,
and also affected the decision-making and progress on the project by the JICA
Expert Team. Some planned activities were changed following the appointment of
the new JICA Expert Team Leader, necessitating information sharing and repeated
discussions with CP, which slowed progress on project activities.

4.3 Current Status and Recommendations
1) FC-RM Dept. as CP
(1) Strengthening the functions of the FC-RM Dept.

As mentioned in the replacement of CP’s Key Personnel in 2.1 “Project
Implementation Structure,” frequent changes to CP’s key personnel made it
difficult for CP to enhance internal audit knowledge (including leadership on
internal audit enhancement) within the FC-RM Dept. and to function as a project
implementing agency. The Project was forced revise its work plan and slow down
project activities due to changes in FC-RM Dept. policy and gaps in awareness
about the Project within the FC-RM Dept.

(2) Deepening bilateral communication

The JICA Expert Team was not able to sufficiently communicate with CP.
Instances of cancellation of a meeting at the last minute, no response to incoming
calls or emails, and short-notice appointments, etc., made it difficult to create plans.
Such incidents occurred even regarding meetings with JICA Mongolia.
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The JICA Expert Team understands the necessity of sharing information related to
Project activities on a steady basis. A limited number of chances and the short time
available to communicate meant less chances to share information even from the
JICA Expert Team, and CP did not proactively share information on internal audit
and matters regarding implementation.

(3) Promaotion of understanding regarding JICA projects

The driving force of the Project was blunted by CP’s lack of understanding about
the technical assistance project. Issues difficult to understand were 1) that CP takes
the lead in implementing the technical assistance project and 2) the use of project
budget.

For challenge 1), CP staff lacked motivation to be involved in the Project
activities because such involvement was not in their job description.

For challenge 2), the JICA Expert Team gave advance explanation on requests
to expense activities not included in the original budget such as high-capacity
servers and expenses which may not be paid using the project budget as according
to JICA regulations. CP showed displeasure towards these rules and frequent
negotiations were necessary. These negotiations consumed time and slowed down
discussions on progress on the actual project. One reason for challenge 2) could be
CP’s conflation of rules for this Project with those of other donors, such as the WB
and Asian Development Bank.

Furthermore, during the course of project implementation, CP also had difficulty
securing their own activity budget. Although there was information at the
completion of phase 1 of the project that each ministry allocated a budget for
internal audit activities from 2014, CP had problems maintaining a sufficient
budget.

(4) Well-prepared plan

The FC-RM Dept.’s annual activity plan should have included specific activities
in line with Project activities. Specifically, 1) while both CP and the JICA Expert
Team agreed on the annual project work plan, CP verbally requested the JICA
Expert Team to change the agreed work plan many times on short notice just before
holding project trainings and meetings. 2) The JICA Expert Team had repeatedly
consulted with CP to determine the project budget for project year 3 (e.g., local
consultation fees, preparing the Bills and evaluation report) since June 2016, but
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(6)

the JICA Expert Team did not obtain the estimate until October 2016, after project
year 3 had already begun. As a result, the budget for project year 3 was not
prepared sufficiently, and the JICA Expert Team was reorganized to adjust to the
budget for other project activities. 3) The Internal Audit Practical Manual is an
important manual that will be used in the Mongolian public sector and also as
guidance when CP provides instructions to each ministry. The JICA Expert Team
developed the draft and has requested CP to review it since February 2016.
However, the review was not carried out due to poor activity planning and
accordingly could not be finalized by the completion of the Project.

Internal audit policy

The legal status of internal auditors has not been established as the Internal Audit
Bill has not yet been enacted as of the completion of the Project. The current New
Budget Law states that internal auditors shall have the authority of financial
inspectors and financial inspection shall be conducted as a part of internal audit.
Legislation and internal audit policy are not clear on the demarcation of duties
between financial inspectors and internal auditors, causing confusion in practice
for financial inspectors and internal auditors in each ministry. The MOF, as the
responsible department, commented on this confusion that “financial inspection is
included in internal audit hence conducted as a part of internal audit,” but has not
detailed the relationship or demarcation between these positions. Rearrangement
of this demarcation will be considered at the time of amendment of relevant
regulations after the enactment of the Internal Audit Law. However, this confusion
needs to be clarified in order to implement smooth internal audit practice by that
time.

Collaboration with 11A Mongolia

The plan on the cooperation with 1A Mongolia was changed in the middle of
project year 3. Until then, CP cooperated with 1A Mongolia to develop a training
framework for internal auditors and perform quality assurance activities. Since
February 2017, however, the plan was changed to restart cooperation with 1A
Mongolia after the MOF enters an MOU with 11A Mongolia. Due to this change,
only the FC-RM Dept will develop a training framework for internal auditors and
will perform quality assurance activities on their own until the MOU is entered. As
a result, the FC-RM Dept required unexpected time to develop training materials
on their own as they cannot use copyrighted I1A material.

In order for internal auditors in the Mongolian public sector to improve and
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2)

accumulate knowledge by acquiring information on international standards, it is
desirable that a memorandum with 11A Mongolia be promptly signed in order to
build a cooperative structure.

Organizational structure at public institutions

(1) Organizational structure at MOF

)

M)

The FC-RM Dept. separates its internal audit unit and financial inspection units.
This structure does not agree with their current internal audit policy of including
financial inspection as a part of internal audit. This contradiction has been pointed
out by other ministries and local governments and review of organizational
structures such that it can become a model lead department for internal audit in the
future will be required.

After enactment of the Internal Audit Law, independence will be ensured by the
legal position of internal audit departments in the public sector.

Organizational structure at prioritized ministries

Some issues were identified with regard to the organizational structure of
prioritized ministries. Specifically, 1) At MCUD, an internal auditor was not
assigned from the middle of project year 3 and progress on project activities halted.
2) At MECSS, internal auditors were employed as non-regular staff due to a lack
of knowledge on internal audit among key positions, which caused delays in project
activities as MECSS was not able to sufficiently function. It is expected that the
MOF provide solutions to those issues to allow prioritized ministries to implement
internal audit activities smoothly.

External Factors
Collaboration with other donors

Concurrently with the Project, consultants from the WB were hired at the FC-
RM Dept. (total of eight consultants during the Project period). Details on the job
description of the WB consultants were not shared by CP, and some activities
including development of the practical manual and quality assurance manual as
well as assistance with submission of the Internal Audit Bill to the Parliament may
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have overlapped with the Project. Such deficiencies in the collaborative structure
not only does not contribute to effective assistance from the Project but may also
impact the nature of future donor assistance.

For example, the JICA Expert Team was notified by CP in project year 3 that the
quality assurance manual was developed as the WB version separately from the
JICA version. Despite that, details of the WB quality assurance manual were not
shared with the JICA Expert Team and therefore the JICA Expert Team was not
able to confirm the relationship and consistency between the JICA and WB manuals.
Moreover, WB consultants were brought in from February 2017 to support the
submission of the Internal Audit Bill to the Parliament but the roles between the
different donors, JICA and WB, were not coordinated by CP.

Expert’s comments on the diffusion of internal audit

It has been six years since internal audit was introduced to the Mongolian
government (since the article on internal audit was added to the New Budget
Law) and the practice of internal audit has noticeably spread within not only the
central government but also some local agencies. The Project was greatly
appreciated by the head of internal audit and also internal auditors owing to the
OJTs and various trainings at the prioritized ministries. Some comments
expressing such appreciation are given below.

This project provided trainings all the way from basic internal audit concepts
through actual workingpaper preparation at a time when we were still trying to
find our way in the dark at the launch of the internal audit department, allowing
us find a way forward after absorbing this information. (National Police Agency)

We learned how to conduct audit interviews and document the results of said
interviews during the OJT. It’s safe to say that our internal audit grew along with
this project. (MOH)

The Expert Team provided practical guidance and trainings to even non-
prioritized ministries, which led to significant improvements in the capabilities
of internal auditors. (Ministry of Justice and Internal Affairs)

While some auditors confuse internal audit with financial inspection, “internal
audit following generally accepted international standards for the purpose of
improving value added by the organization”, which will have great significance
for the future development of Mongolia, and we greatly appreciate this project
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for introducing and promoting it. (Ministry of Foreign Affairs)

Moreover, at the end of the Project, Project members were honored with the
highest decoration for foreigners by the Minister of Health, a prioritized ministry.

The Expert Team was deeply honored by the appreciation it received. Throughout
the project, we, the Expert Team, also showed our appreciation to the people
involved who actively and voluntarily learned about and further promoted internal
audit and also supported project activities.

While the practice of internal audit has gradually spread in Mongolia, there were
also some concerns about the monitoring function of Mongolian government.
Specific examples of this are the ambiguity of the cooperative structure and
demarcation between divisions serving monitoring functions and the lack of
understanding about internal audit. Regarding the former, most staff, including those
in divisions serving monitoring functions, lack understanding and cannot provide
clear answers on the current state of internal audit even when asked. Regarding the
latter, internal auditors are not responsible for checking the work itself, and
organizational structures to ensure effective internal audit have not been established.
These points are also recognized by internal auditors and government staff who have
a good understanding of internal audit. As internal audit is expected to develop
further in Mongolia, these concerns should be resolved at an early stage.

4.4 Lessons Learnt

1)  Necessity of sharing and coordination with other donors regarding assistance activities

During the implementation of this project, some consultants were sent to the FC-RM
Dept. from the WB to prepare and update the internal audit practice manual and the quality
management manual. For instance, some activities of this project seemed to overlap
although the details are unknown to us as the FC-RM Dept did not share them. The Expert
Team developed the internal audit practice manual while holding direct discussions with
the WB consultants, creating clear demarcation between the WB and JICA throughout the
project. However, finalization of the quality management manual was ultimately left for
CP to do because the Expert Team couldn’t discuss the issues with the WB properly.

Similar projects implemented concurrently by different donors can be carried out in a
mutually effective and efficient manner, especially through advance coordination on
project activities and efforts to closely share information and cooperate.
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2)

3)

4)

Promotion of a thorough understanding of the structure of JICA’s assistance on CP’s
part

Supported countries, including Mongolia, usually obtain a variety of support from
several donors. We had particular difficulty obtaining CP’s understanding of the JICA
technical project structure during this project. CP consistently requested support outside
of the plan because they didn’t understand that the technical support project only provided
technical support, not financial support (grand aid or loan). In order to implement the
project effectively and efficiently, JICA should obtain clear understanding from CP about
details of the support and the differences from other donor’s support with RD at the start
of the project.

Clear and accurate information sharing when designing the plan

The ambiguity of the plan during its design engendered requests outside of the support
plan described above. Although the actual project was implemented based on the RD and
PDM, a mistaken impression was made on CP during detailed design that many activities
not included in the RD, etc., could potentially be implemented. We think that before
beginning an investigation of detailed design or a project, the scope of activities
implementable within the JICA project should be accurately communicated to CP and that
explanation sufficient for CP to understand what they must do on their own should be

given.

Providing flexibility in the option to suspend the activities of the project

When contingency situations (such as organizational changes in CP or the expert team)
arise during the course the project, it may become difficult to implement the project as
planned. Under these unfortunate circumstances, project activities may need to be
suspended until the situation improves; consumption of experts’ time and effort may not
necessarily lead to effective and efficient progress on the project if its structure is left
undeveloped.

In this project, CP, the JICA and the JICA Expert Team should have consulted in a
serious manner about the pros and cons of suspending project activities when incidents
including the replacement of the Head of the Expert Team due to health issues (December
2015), the reorganization of the structure between internal audit and financial inspection
when the internal audit charter was revised (January 2016), the frequent replacement
(multiple instances), the period of virtually absence of the Director of the FC-RM Dept.
(March 2016), and project activity began to slow after the Parliamentary Election as
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agreement could not be reached on the plan for project year 3 by the factors mentioned in
4.2. (October 2016).

5)  Improving internal audit literacy in Mongolia

Throughout the project implementation period, there were cases when project activities
did not lead to efficient internal auditing because understanding of the roles and functions
of the internal audit department did not improve even at the MOF and the priority
ministries. It is necessary to raise awareness of internal auditees and the public in general.

For example, promotion could improve by implementing Public Relation activities such
as using social networking services (such as Facebook) with CP.

Chapter 5 For the Achievement of Overall Goals after the Project
Completion

5.1 Plan of Operation and Implementation Structure of the Mongolian side to achieve Overall
Goal

1)  CPwill complete postponed activities in order to achieve the Project Purpose.

Towards achieving the overall goals after project completion, CP firstly needs to
complete all activities unfinished as of the completion of the Project. Postponed
activities as of the completion of the Project given below.

<Postponed Activity in the PDM>

® Formulating a Medium-term Strategic Plan and obtaining approval from the
appropriate authorities

<Postponed Activities which were supposed to be completed during the Project period>
® Submission of the Internal Audit Bill to the Parliament and subsequent Approval

® Completing the final version of the Training Framework for internal auditors in the
public sector and obtaining the approval of the MOF’s audit committee

® Finalizing the Internal Audit Manual and obtaining the approval of the MOF’s audit

committee

»  Following the approval of the audit committee, 1) Bookbinding, 2) Replacing
workingpaper templates on the MOF’s web site, and 3) Making the internal audit
manual available on the MOF’s web site
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2)

3)

® Completing the final version of the Quality Assurance Framework and obtaining the

approval of the MOF’s audit committee

Obtaining the approval of the MOF’s audit committee on the final version of the
Quality Assurance Manual and binding the manual (to be completed after JCC, by
June 2017)

Formulating the Internal Audit Medium-term Strategic Plan (including the budget
plan) and obtaining approval from the appropriate authority

» Following the approval of the appropriate authority, 1) explaining to relevant
organizations and internal auditors, 2) Making the Internal Audit Medium-term
Strategic Plan available on the MOF’s web site

Establishment of a cooperative structure between the MOF and 1A Mongolia

After the foundation of I1A Mongolia, a variety of IlA content relating to internal
audit became available. Building a favorable cooperative structure with 1A Mongolia
will promote the spread of understanding of 11A-type internal audit and practice among
internal auditors in the Mongolian public sector. A written agreement (e.g., a
memorandum of understanding (hereinafter “MOU”)) is essential to collaborate
between public sector and private institution in Mongolia and it is expected to promptly
establish a cooperative structure between CP and I1A Mongolia. Cooperation with 1A
Mongolia will help CP develop an efficient leadership scheme and provide beneficial
guidance to internal auditors in the public sector. Moreover, active sharing of knowledge
is expected through the publication of content related to internal audit after CP finalizes
the draft Training Framework.

Reorganization of the structure between internal audit and financial inspection

The MOF’s current policy indicates that financial inspection is part of internal audit.
However, financial inspection is deeply established practice with a long history in
Mongolia, and there is not clear awareness of the differences between it and internal
audit. This gap causes confusion in internal audit practice. When the legal basis for
internal audit becomes effective, it will be necessary to precisely and clearly organize
the relationship between internal audit and financial inspection, rules that must be
followed as well as documentation to be prepared, and announce these throughout
Mongolia.
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5.2 Recommendations for the Mongolian Side

1)

2)

3)

4)

Securing organizational independence for internal audit activities

The independence of internal audit divisions (or internal auditors) is important to
implementing appropriate internal auditing. Effective internal audit cannot be
performed if there are conflicts of independence. Internal audit divisions are responsible
and obliged to report the results of their audit in a timely manner and hence the reporting
line to the audit committee and the Minister needs to be clear. To satisfy these points, an
effective internal audit can be performed by placing the internal audit department
directly under the Minister for the internal audit department located on the same
organizational level with other operating departments.

Clarification of the segregation of duties within the FC-RM Dept.

The MOF is responsible for the administration of internal auditing by providing
guidance, quality assurance and rulemaking to the public sector. The FC-RM Dept. is
structured as a select group of eight internal auditors (including the Director and
manager). However, it is expected that effective structures will be built by clarifying
functions such as management of rule-making, quality assurance, internal audit practice
and other general management.

Improvement of CP’s understanding of JICA project nature and its involvement

awareness

In countries receiving assistance from other donors, it is important to promote CP’s
understanding of the nature and methods of the assistance project. Especially for
technical assistance projects, the project should be initiated only after CP firmly
understands that the structure differs from other assistance with regard to the budget.
For instance, budget allocations for unplanned activities were repeatedly requested.
Time was consumed by frequently explaining the nature of technical assistance projects
as CP did not recognize that technical assistance projects are supposed to be mainly led
by CP. It is necessary to urge CP to be aware that the project is initiated at the request
of Mongolia and led by CP.

Coordination between relevant donors

In this project, a considerable amount of time was required to coordinate between the
WB, CP and JICA because the content and target of WB assistance was not clearly
shared by CP even though similar activities were performed by the JICA and WB.
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Coordination should be conducted for content and activities between relevant donors as
needed during the Project period. Efficiency and effectiveness will be exercised by
sharing information and building a cooperative structure with other donors
implementing similar projects.

76



Chapter 6 Appendix and Technical Assistance Deliverables
6.1 Appendix

A Documents Appendix
1 Project Documents
1 Record of Discussions (2014.6.12) A-1-1
2 Minutes of Meeting (2017.2.21) A-1-2
2 JCC Meeting Minutes
1 1st JCC Minutes of Meeting (2014.11.24) A-2-1
2 2nd JCC Minutes of Meeting (2015.06.12) A-2-2
3 3rd JCC Minutes of Meeting (2015.11.20) A-2-3
4 4th JCC Minutes of Meeting (2016.04.08) A-2-4
5 5th JCC Minutes of Meeting (2016.06.24) A-2-5
6 6th JCC Minutes of Meeting (2016.12.08) A-2-6
7 7th JCC Minutes of Meeting (2017.06.12) A-2-7
3 PDM
1 PDM (ver.0.0) A-3-1
2 PDM (ver. 1.0) A-3-2
3 PDM (ver. 2.0) A-3-3
4 PDM (ver. 2.1) A-3-4
Plan of Operation A-4
Monitoring Sheets
1 Monitoring Sheet | & Il ver. 1 A-5-1
2  Monitoring Sheet | & Il ver. 2 A-5-2
3 Monitoring Sheet | & Il ver. 3 A-5-3
4 Monitoring Sheet | & 1l ver. 4 A-5-4
5 Monitoring Sheet | & Il ver. 5
Equipment List Requested by CP A-6

7 Results of the Project
1 Draft Internal Audit Law (April 2016 version agreed upon at JCC) | A-7-1

2 1A-CM self-assessment result (CP’s own assessment) A-7-2
3 Quality Assurance Activity Framework (Draft) A-7-3
4 Proposal Enforcement Items for Medium-term Strategic Plan A-7-4
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6.2

Technical Assistance Deliverables List

Technical Assistance Deliverables Appendix
Concept Paper of Legal Framework on Internal Audit B
Certification Framework (Draft) — Initial version C-1

2 Training Framework (Draft) — Final version C-2
Internal Audit Practical Manual (Draft) D

1 Internal Audit Quality Assurance Checklist (Draft) — Initial 1
version

2 Internal Audit Quality Assurance Checklist (Draft) — Final £

version
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Annex A-1-1

RECORD OF DISCUSSIONS
ON
CAPACITY DEVELOPMENT PROJECT FOR INTERNAL AUDIT
PHASE 2
IN

MGNGOLIA

AGREED UPON BETWEEN
MINISTRY OF FINANCE IN MONGOLIA
AND

JAPAN INTERNATIONAL COOPERATION AGENCY

Ulaanbaatar, June 12 | 2-0(4

Tkl v

Mr. Toshinbu Kato Mr. GantSogt Khurelbaatar
Chief Representative State Secretary, Ministry of Finance,
JICA Mongolia Mongolia

Japan International Cooperation Agency

@ 4~

Ms. Ariuna%Adiya

Acting Director General

Department of Economic Cooperation,
Loan and Aid Policy, Ministry of Economic
Development, Mongolia




Based on the minutes of meetings on the Detailed Planning Survey on the
“Capacity Development Project for Internal Audit Phase 2" (hereinafter referred
to as “the Project”) signed on May 1, 2014 between the Ministry of Finance
(hereinafter referred to as "MICF") and the Japan International Cooperation
Agency (hereinafter referred to as “JICA”), JICA heid a series of discussions with
MOF and relevant organizations to develop a detailed plan of the Project.

Both parties agreed the detaiis of the Project and the main points discussed as
described in the Appendix 1 and the Appendix 2 respectively.

Both parties also agreed that MOF, the counterpart to JICA, will be responsible
for the implementation of the Project in cooperation with JICA, coordinate with
other relevant organizations and ensure that the self-reliant operation of the
Project is sustained during and after the implementation period in order to
contribute toward social and economic development of Mongolia.

The Project will be implemented within the framework of the Agreement on
Technical Cooperation signed on December 5, 2003 (hereinafter referred to as
‘the Agreement”) the Note Verbales to be exchanged on June 4, 2014 between
the Government of Japan (hereinafter referred to as “GOJ”) and the Government
of Mongolia (hereinafter referred to as “GOM”).

Appendix 1. Project Description
Appendix 2: Main Points Discussed
Appendix 3: Minutes of Meetings on the Detailed Pianning Survey
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Appendix 1
PROJECT DESCRIPTION

Both parties confirmed that there is no change in the Project Description agreed
on in the minutes of meetings on the concerning Preparatory Survey on the
Project signed on 1 May, 2014 (Appendix 3).

I. BACKGROUND

in Mongolia, economic growth has accelerated in recent years (17.56% in 2011,
12.3% in 2012) because of the condition of international market of coal and
copper and capital inflows associated with mineral resource development. Under
those circumstances, in order to achieve macroeconomic stable operation, the
Mongolian government has introduced the Fiscal Stabilization Act from 2013,
which states that a structural budget balance should be kept within 2% negative
and the balance of public debt, within 40% of GDP. in addition, the New Budget
Law (Integrated Budget Law: IBL) that has become effective in 2013, is intended
fo strengthen the overall process of budget formulation and enforcement, and
auditing of the enforcement situation.

Under this strengthening of public financial management, the importance of
strengthening the internal audit function has emerged. Budget Management and
Risk Management Department (BC-RM Dept.) was established in the Ministry of
Finance to lead internal audit of the central government, provincial government
and public institutions under Ulaanbaatar jurisdiction. In the government
resolution, BC-RM Dept. is responsible for providing these public institutions with
guidance for the installation and operation of internal auditing. At the early stage
of the installation, it encountered lack of both human resources and experience,

and had faced many challenges.

Under these circumstances, following the request made by the Mongolian
government to the Japanese government, “Capacity Building of Internal Auditing
and Performance Monitoring” has been conducted from January 2012 and is
scheduled to end on July 2014. This project provides support in awareness
campaign, practicing in each organization and development of the “Internal Audit
Deployment Plan (2014-16)” (herzinafter referred to as the “Strategic Plan”).

On the other hand, the remaining issues to enhance internal audit function are
stated in the “Internal Audit Deployment Plan (2014-16)" approved by the
Minister of Finance of Mongolia in January 2014. Among them, improvement of
legal environmental of the internal audit, training and retention of internal
auditors and quality assurance system of the internal audit are of utmost
importance. In response to this situation, the Mongolian government has
requested further cooperation to the Japanese government for the

implementation of the Strategic Plan.



The Strategic Plan aims to improve public financial management of Mongolia
with the internal audit conducted in organizations of government institutions,
thereby to achieve its long-term goals; step-by-step development of the internal
audit in public sector, improvement of organization governance and
improvement of effectiveness and efficiency in administrative services. For this
purposes, there are six objectives set in the Strategic Plan as follows:

Improvement of the legal environment of the internal audit

Improvement of the internal audit organizational structure

Development of certified government internal auditor

Establishment of internal audit practices to contribute to value enhancement
of organizations

Introduction of internal audit quality assurance

Awareness raising of the internal audit and risk management

b NS

o o

To address these chalienges, MOF and JICA agreed to implement the Technical
Cooperation Project, following the approval of the Government of Japan. The
Project will be carried out in accordance with the goals and objectives of the
Strategic Plan. Among other things, objectives 1, 3, 4 and 5 are respectively
consistent with the Output 1 through 4 (described below) of the Project.

IIl. QUTLINE OF THE PROJECT
Details of the Project are described in the tentative Logical Framework (Project
Design Matrix: PDM) (ANNEX I} and the tentative Plan of Cperation (ANNEX III).

1. Title of the Project
Capacity Development Project for Internal Audit Phase 2

2. Overall Goal
The Mongolian governmental internal auditors are able to conduct internal audits

in a more sustainable environment.

3. Project Purpose
The Mongolian government establishes a more solid framework of internal

audits in accordance with the Strategic Plan 2014-16.

4. Qutputs

(1) The solution of establishing a more solid legal foundation of internal audit is
identified.

(2) Qualified internal auditor certification system is introduced.

(3) internal auditors' capacity of practicing internal audit is further strengthened.
(4) Internal Audit Quality Assurance system is introduced.

5. Activities
Shown as ANNEX |
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6. Input
(1) Input by JICA
The JICA experts will provide necessary technical guidance, advice and
recommendations to BC-RM Dept. on any matters pertaining to the
implementation of the Project.

(a) Dispatch of Experts
[Long-term and/or Short-term Experts from Japan/third countries]
(*) One of the person will be a team leader.

Auditing (Legal framework1)

Auditing (Certification system)

Auditing (Practical training)

Auditing (Quality assurance)

Project coordinator (as necessary)

[Local Experts]
Auditing (Legal framework2)

(b) Training
Local Trainings/workshops
Trainings in Japan and/or third countries

(¢) Machinery and Equipment
Shown as ANNEX V

(2) Input by MOF

-Counterpart staff

-Office space for the Project activities by experts in BC-RM Dept.
-Appropriate space for holding seminars / workshops

-Costs for accommodation, in-county travel and per-diem for BC-RM Dept.

staff

MOF will take necessary measures to provide at its own expense:

(a) Services of MOF’s counterpart personnel and administrative personnel
as referred to in il-7;

(b) Suitable office spac with necessary equipment;

(c} Information as well as support in obtaining medical service;

(d) Credentials or identification cards;

(e) Available data (including maps and photographs) and information related
to the Project;

() Running expenses necessary for the implementation of the Project;

(g) Expenses necessary for transportation within Mongolia of the equipment
referred to in 1I-6 (1) as well as for the installation, operation and
maintenance thereof; and

(h} Necessary facilities to the JICA experts for the remittance as well as
utilization of the funds introduced into Mongolia from Japan in
connection with the implementation of the Project

A&



7. Implementation Structure
The Project organization chart is given in the ANNEX IV. The roles and
assignments of relevant organizations are as follows:

(1) MOF
(a) Project Director
State Secretary of MOF will be responsible for overall administration and
implementation of the Project.
(b) Project Manager
Director General of the Budget Control and Risk Management
Department, MOF

(2)Relevant organizations
(a) National Audit Office
(b) Ministry of Economic Development
(c) Ministry of Health
(d) Ministry of Trade and Agriculture
(e) The Governor' s office of Ulaanbaatar

(3) JICA Experts
The JICA experts will provide necessary technical guidance, advice and
recommendations to MOF on any matters pertaining to the implementation
of the Project.

{(4) Joint Coordinating Committee

Joint Coordinating Committee (hereinafter referred to as “JCC”) will be
established in order to facilitate inter-organizational coordination. JCC will
be heid twice & year and whenever deems it necessary. JCC will approve
an annual work plan, review overall progress, conduct evaluation of the
Project, and exchange opinions on major issues that arise during the
implementation of the Project. A list of proposed members of JCC is
shown in the ANNEX IV

8. Project Site(s) and Beneficiaries
-Project Site: Ulaanbaatar, Mongolia
-Beneficiaries: Staff of BC-RM Dept., MOF, internal auditors in public sector of
Mongolia

9. Duration
Three (3) years from the date of first arrival of the Japanese experi(s) in
Mongolia

10. Envirormental and Social Considerations

MOF agreed to abide by 'JICA Guidelines for Environmental and Social
Considerations’ in order to ensure that appropriate considerations will be made
for the environmental and social impacts of the Project.
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lil. UNDERTAKINGS OF MOF
1.MOF will take necessary measures to:

(1) ensure that the technologies and knowledge acquired by the Mongolia
naticnals as a result of Japanese technical cooperation contributes to the
economic and social development of Mongolia, and that the knowledge
and experience acquired by the personnel of Mongolia from technical
training as well as the esquipment provided by JICA will be utilized
effectively in the implementation of the Project; and

(2) grant privileges, exemptions and benefits to the JICA experts referred to in
iI-6 (1) above and their families, which are no less favorable than those
granted to experts and members of the missions and their families of third
countries or international organizations performing similar missions in

Mongolia.

V. MONITORING AND EVALUATION

JICA and the MOF will jointly ard regularly monitor the progress of the Project
through the Monitoring Sheets based on the Project Design Matrix (PDM) and
Plan of Operation (PO). The Monitoring Sheets shall be reviewed every six (6)
months.

Also, Project Completion Report shall be drawn up one (1) month before the
termination of the Project.

JICA will conduct the following evaluations and surveys to mainly verify
sustainability and impact of the Project and draw lessons. The MOF is required

to provide necessary support for them.

1. Ex-post evaluation three (3) years after the project completion, in principle
2. Follow-up surveys on necessity basis

¥. PROMOTION GF PUBLIC SUPPORT
For the purpose of promoting support for the Project, MOF will take appropriate
measures to make the Project widely known to the people of Mongolia.

Vi, MUTUAL CONSULTATION
JICA and MOF will consult each other whenever any major issues arise in the

course of Project implementation.

Vii. AMENDMENTS
The record of discussions may be amended by the minutes of meetings between

JICA and MOF.
The minutes of meetings will be signed by authorized persons of each side who

may be different from the signhers of the record of discussions.
5
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ANNEX | Tentative Logical Framework (Project Design Matrix: PDM)

ANNEX I Tentative Explanatory Note of the Project M&E Framework
(including IA-CM})
ANNEX Il Tentative Plan of Operation

ANNEX IV Tentative Implementation Structure of the Project
ANNEX V Machinery and Equipment List
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Project Design Matrix

Project Title: Capacity Development Project for Internal Audit Phase 2
implementing Agency: Ministry of Finance, Mongelia

Target Group: Ministry of Finance, Central Government Ministries and Local Governments
Period of Project: Three Years (Tentatively From 201411 To 2017/10)

Project Site: Mongolia

Model Site:

Version 0.0

PM Form 1 PDM (English) (clean)

Annex |

Dated June 12, 2014

E Narrative SummaE'y

| Objectively Verifiable Indicaiors

Means of Verification

Important Assumptions

I

Achievement

Remarks

Overall Goal

The Mongolian governmental internal
auditors are able to conduct internal
audits in a more sustainable
environment.

1. [reference] Upgraded level of assessment
results of Internal Audit Capacity Model (lA-
CM) in Mongolia: Move up more than one
from Level 2

1) Assessment by BC-RM Dept.
and/or third parties (e.g. WB) and
JICA based on |1A-CM

2. Established legal framework of internal
audit

1) Enacted law and/or regulations

3.Continued implementation of internal
audit: increase number of |A reports,
recommendations, follow-up

1) Assessment at the final JCC

4. Increased number (and/or percentage) of
audited organtzations, Certified intemal
Auditor Professionals for Public Sector
(CIAPPS) and Internal Audit Practical
Instructors (IAPI)

1) Assessment at the final JCC

Project Purpose

a more solid framework of internal

Plan 2014-16.

The Mongolian government establishes

audits in accordance with the Strategic

1. [reference] Upgraded level of assessment
results of Internal Audit Capacity Model (I1A-
CM) in Mongolia: Move up more than one
from Level 2 on the Project scope areas in
IA-CM

*Level of the other area will be checked in
Qverall goal indicator

1) Assessment by BC-RM Dept.
and/or third parties (e.g. WB) and
JICA based on IA-CM

2. Continued progresses of actions for
enhancing internal audit and internal
auditors in legal framework(e.g. draft laws &
regulations, etc.)

1) The original draft and the draft
bill

3. Increased number of CIAPPS:
1) 200-300 CIAPPSs holders are certified

1) Assessment at the final JCC

1. The Mongolian government will
not change the policy for
enhancement of internal audit
function which meets international
standards and practices.
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4-1. Continued implementation of internal
audit using the developed manuals in the
pricrity areas

4-2 Continued implementation of internal
audit in specialized public organizations;
"XX" (number of IA reports,
recommendations, follow-up)

4-3. [reference] Continued implementation
of ordinary internal audit in the other areas
"XX" {(number of 1A reports,
recommendations, follow-up)

1) |A reports made by using
practical internal audit
manuals(including risk-based
approach} in priority areas

2) |A reports made by using risk-
based internal audit manuals in the
other areas

5. Increased number (and/or percentage} of
audited organizations , CIAPPSs and IAPIs:

XX(number and/or percentage)

6. Implemented Internal Audit Quality
Assurance systems: 2-3 reports” are made

1) Reports made by International
Audit Quality Assurance system

2. Any changes in organizational
structures of the Mongolian

government which may affect the
project activities will not happen.

3. A significant reduction of the
necassary budgetary and human
resource allocation and other
institutional arrangements in CPs
as to prevent the project from
proceeding will not happen.

PM Form 1 PDM (English) {(clean)

Qutputs

1. The solution of establishing a more

solid legal foundation of internal audit is

1-1. Developed working paper(s) on other
countries experiences and appropriate

options of enhancing legal foundation

1} The working paper(s)

identified. 1-2. Developed concept paper of new legal
framework on internal audit 1) The concept paper
2-1. Developed CIAPPS examination &
Continuing Professional Education (CPE) ;L::;ggpps framework
framework documents
1) Training schedule,

2. Qualified internal auditor certification

system is introduced,

2-2. Developed CIAPPS examination &
CPE, learning materials and program

2) Learning materials both on
CIAPPS and CPE,

2-3. Continued implementation of CIAPPS
examination and CPE

1) Result of CIAPPS examination

2-4. Developed registration system of
CIAPPS holders and CPE personal training
records

1) The data base used for
administration

2-5. Continued implementation of training
for IAPI ; "XX(number)" trainings" are
conducted, grades after the trainings,
coverage of government organization
conducted trainings, grades after the
trainings

1) The report on trainings

2-6. Number of IAP| who are deployed at
ministries, local governments and

government agencies is more than "100"

1) Certification documents.
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3. Internal auditors' capacity of
practicing internal audit is further
strengthened.

3-1. Demonstrated group ownership and
leadership: 4 working groups lead by C/P.
Each group makes 4 activity reports.
(Total:16 activity reports)

T} 4 groups are unified in priority
areas,

16 activity reports are submitted
{4groups X 4 audit processes-
preliminary, fieldwork, reporting
f

3-2. Developed practical internal audit
manuals in priotity areas

Slls)]
1} The internal audit manuals for
the designated four priority areas at
least if completed

3-3. Continued implementation of training
for using the manuals in priority area:
"XX(number)" trainings and QJT(On the Job
Training) are conducted

1} The reports on trainings

3-4. Developed practical internal audit
manual on specialized public organizations

3-5. Continued implementation of training
for using the manuals on small
organizations: "XX(number)" trainings and
QJT(On the Job Training) are conducted

3-6. [Reference] Continued engagement in
ordinary internal audit with/without
involvement of the JICA Expert team

4. internal Audit Quality Assurance
system is introduced.

4-1. Developed quality assurance
framework documents

1) The quality assurance framework
documents.

4-2. Developed quality assurance manuals
(including checklists)

1) The quality assurance manuals
(including checklists) for both
internal and external quality
controls

4-3. Developed implementation plans of the
quality assurance activities

1) The implementation plans of the
guality assurance activities

4-4. Continued implementation of quality
assurance activities on a plan basis

1) Status report of implementation
plan

2) Monitoring reports after the
quality assurance activities started
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Activities

Inputs

Pre-Conditions

The Japanese Side

The Mongolian Side

0-1. Collect basic information on internal
audit (e.g. number of internal audit
conducted, established audit committee
and developed internal audit charter,
and internal auditor in each
organization)

0-2. Conduct self diagnosis based on lA-
CM

0-3. Hold discussions on progress and
achievements of introducing interal
audit practices in Mongoelia based on
activities 0-1 & 0-2

1-1.Develop a work plan

1-2. Collect & analyze other countries
experiences relating to legal foundation
of internal audit and status of internal
auditors

Japanese Experts:
- Auditing (Legal frarmnework)

|- Auditing (Certification system)

- Auditing (Practical training)

1-3. Identify the appropriate options of
enhancing legal foundation of internal
audit and internal auditors

1-4. Develop concept paper of possible
legal framework based on the activities
1-1~1-3. {NOTE) The way of taking
subsequent actions will be decided
between BC-RM Dept. and JICA sides
based con the concept paper.

1-5. [By C/P} Develop original draft of
| amework oni-4

1-6. [By C/P] Develop draft bill of legal
framework based on 1-4 above

2-1. Develop a work plan and set up a
working group

2-2. Collect & analyze other countries
experiences relating to CIAPPS & CPE

2-3. Develop CIAPPS &CPE and IAPI
framework documents

2-4. Conduct financial planning on
implementation of CIAPPS & CPE, and

training for IAPI

Auditing (Quality assurance)
- Project coordinator (as necessary)

Local Experts:
- Others as needed

Equipment necessary for the Project
activities by experts

Foreign country study visits
In-country serinars / workshops

Counterpart staff

Office space for the Project
activities by experts in BC-RM
Dept.

Appropriate space for seminars /
workshops

Costs for accommodation, in-
county travel and per-diem for BC-
RM Dept. staff

PM Form 1 PDM (English) {(clean)
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2-5. Designate responsible organization
for implementation of CIAPPS & CPE

2-6. Design CIAPPS examination &
CPE contents

2-7. Conduct trainings for CIAPPS
candidates
2-8. Conduct CIAPPS examination

2-9. Develop registration system of
registered CIAPPS holders and CPE

recaords
2-10. Provide CPE for CIAPPS holders

2-11. Train the JAP[s and its candidates
to acquire practical skills required to
disseminate intemal audit

2-12. Certifying candidates who satisfy
necessary conditions as the |APIs

3-1. Develop a work plan and set up
working groups

3-2. Conduct financial planning exercise

on implementation of trainings and OJT

3-3. Develop the internal augit manuals
in priority areas and common manual for
specialized public organization(e.g. local
governments, scheols, hospitals,
customs etc.)

3-4. Conduct training for internal
auditors to use the intarnal audit
manuals in priority areas and

specialized public organizations

3-5. [By C/P] Continue internal audit
trainings and OJT in other areas which
had been conducted ynder the Project
phase 1

4-1. Develop a work plan

4-2. Deveiop first version of check-lists
for quality assurance of internal audit

4-3. Develop an annual plan to conduct
the quality assurance activities.

4-4, Train staff for quality assurance of

int i c lj

Cooperation with Mongolian
speaking trainer who has relevant
knowledge and experience
preferably in Project Phase1 and
the IAPIs is necessary to deliver
the training.

Team working with the IAPIs and
its candidates on the ground is
essential and critical in order to
carry out activity 3-3.

PM Form 1 PDM (English) (clean)



4-5. Practice quality assurance activities
and make reporis on an activity 4-3 pian
basis

4-6. Develop final version of check-lists
for quality assurance of internal audit

F¥ Form 1 PDM {English) (clean)
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Annex i

Explanatory Note the Project M&E Framework: the Capacity Development Project for Internal Audit Phase 2 (tentative)

Version 0.0

Dated June 12, 2014

Nanative Summary

Objectively Verrfiable Indicator

Baseline when the Projact starts

Current Situator
(at the ume of penodical
review)

Overall
Goal

The Mongolian governmental
internal auditors are able to
conduct internal audits in a more
sustainable environment.

1. [reference] Upgraded leve! of agssessment
results of Internal Audit Capacity Model (IA-
CM) in Mongolia: Move up more than one from
Level 2

The level of each categories in IA-CM in
Mongolia is around "Level 2" (see the attached
IA-CM).

Target level to be achieved

The level of each categories in IA-CM in
Mongolia will move up more than one (see the
attached IA-CM).

2. Established legal framework of internal audit

No legal framework certifies internal auditors
and these activities, acceptance of internal
audit.

More sclid legal framework is made.

3.Continued implementation of internal audit:
increase number of |A reports,
recommendations, follow-up

XX{number} intemal audit, recommendations
and follow-up are conducted.

Increase number of intemal audit reports,
recommendations and follow-up.

4. Increased number (and/or percentage) of
audited organizations, CIAPPSs and IAPIs

XX(number) organizations makes internal
audit. There are X¥(number} internal auditors
and/or CIAPPSs,

Increased number (and/or percentage) of
audited organizations, CIAPPSs and IAPIs.

N

Project
urpose

The Mengolian government
establishes a more solid

1. [reference] Upgraded level of assessment
results of Internal Audit Capacity Model {IA-
CM) in Mongolia: Move up more than one from
Level 2 on the Project scope areas in IA-CM
*Level of the other area will be checked in
Overall goal indicator

The level of the "Professional Practices" in |A-
CMis "Level 2".

The level of the "Professioral Practices” in IA-
CM is "Level 3".

2. Continued progresses of actions for
enhancing internal audit and internal auditors
in legal framework(e.g. draft laws &
regulations, etc.)

There are no legal framework, no draft laws &
regulations. (Though Integrated Budget Law
articulates Internal Audit in public sector, it is
not enough to enhance internal audit and
internal auditors.}

Draft laws & regulations about internal audit
was made by the project.

3. Increased number of Certified Internal
Auditor Professionals for Public Sector
(CIAPPS):

1) 200-300 CIAPPSs holders are cerified

There are no CIAPPS examination system.
Therefore MOF doesn't certify CIAPPS
holders.

There are 200(at minimum) CIAPPS holders
are certified by MOF{without and with legal
validation}.
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Curtent Situation
Nangtive Summary Objectively Venfiable Indicator Basshne when the Project starts {at the ime of penodical Target level to be achieved
review)
framework of internal audits in

accordance with the Strategic
Plan 2014-16.

4-1. Continued implementation of internal audit
using the developed manuals in the priority
areas

4-2 Continued implementation of internal audit
in specialized public organizations: "XX"
{number of |A reports, recommendations,
follow-up)

4-3, [reference] Continued implementation of
ordinary internal audit in the other areas "XX"
(number of 1A reports, recommendations,
follow-up)

4-1; unknhown*

4-2: unknown*

4-3: ynknown*

*when the detailed planning survey is
conducted

4-1: The number of the audits increases.
4-2: The number of the audits increases.
4-3: The number of the audits increases.

5. Increased number (and/or percentage) of
audited organizations , CIAPPSs and |APIs:
XX({number and/or percentage)

XX(number) organizations makes intemnal
audit, There are XX(number) internal auditors
and/or CIAPPSs.

XX{number) organizations makes internai
audit. There are XX(number) internal auditors
and/or CIAPPSg,

6. Implemented Internal Audit Quality
Assurance systems: 2-3 reporis” are made

There are no Internal Audit Quality Assurance
systems. Therefore internal audit reports are
not systematically checked by the third party
after the completion of these reporis.

2-3 reports are made by using Internal Audit
Quality Assurance check-list.

Output 1

The solution of establishing a
more solid legal foundation of
internal audit is identified.

1-1. Developed working paper(s) on other
countries experiences and appropriate options
of enhancing legal foundation

There are no working paper describes other
countries experience.

Working paper about other countries
experience is produced.

1-2. Developed concept paper of new legal
framewaork on internal audit

There are no concept papers.

Concept papers of new legal framework are
made. (e.g. legal status of internal audit and
internal auditors, institutional set up, budget,
staffing, quality assurance activities, etc.)

Output 2

Qualified internal auditor
certification system is introduced.

N

2-1. Developed CIAPPS examination &
Continuing Professional Education {CPE)
framework documents

There are no such CIAPPS examination &
CPE framework documents (including internal
audit practical instructors.)

Framework documents are made. These
documents describes institutional set up,
budget, staffing and exam quality assurance
system, practical instructors, etc. This
framework document includes not only
CIAPPA, CPE but also internal audit practical
instructors.

2-2. Developed CIAPPS examination & CPE,
learning materials and program

There are no developed CIAPPS examination
& CPE and learning materials.

2-3. Continued implementation of CIAPPS
examination and CPE

CIAPPS examination & CPE, learning
materials and program are ceveloped.

There are no authorized and operationalized
CIAPPS examination and training.

2-4. Developed registration system of CIAPPS
holders and CPE personal training records

CIAPPS examination and CPE are continually
implemented.

There are no such database.

The database* which includes information of
CIAPPS was made.

* made by Microsoft Excel, Access,_etc.
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Nanative Summary

Chbjectively Venfiable indicator

Baseline when the Project starts

Current Situation
{at the time of penodical

reyview)

Target level o be achieved

2-5. Continued implementation of training for
Intérnal Audit Practical Instructors (IAPI) :
"XX{number})" trainings" are conducted, grades
after the trainings, coverage of government
organization conducted trainings, grades after

XX(number) trainings have been conducted.

The number of trainings conducted will
increase.

ithe traininas.

2-6. Number of IAPI who are deployed at
ministries, local governments and government
agencies is more than "100"

Output 3

Internal auditors’ capacity of
practicing internal audit is further
strengthened.

The number of IAPI is 53.

The number is more than "100" (including 53
IAPIs at baseline),

3-1. Demonstrated group ownership and
leadership: 4 working groups lead by C/P.
Each group makes 4 activity reports. (Total:16
activity reports)

There are no such groups.

4 groups are set up in the priority areas.

16 activity reports are produced by these 4
groups (4 groups X 4 audit processes:
preliminary, fieldwork, reporting, and follow-
up). Internal audit consists of four stage, i.e.
preliminary survey and field survey etc. This
four report will be produced per internal audit.

3-2 Developed practical internal audit manuals
in priority areas

Though internal audit is conducted in priority
areas, there are no practicai internal audit
manuals.

The praciical internal audit manuals in 4
priority areas are developed.

3-3. Continued implementation of training for
using the manuals in priority area:
"XX(number)" trainings and OJT(On the Job
tTraining) are conducted

Though internal audit is conducted in priority
areas, there are no practical internal audit
manuals.

"XX{number)" trainings and OJT are
conducted based on the manuals.

3-4. Developed practical internal audit manual
on specialized public organizations

Though internal audit is conducted on small
organizations, there are no practical internal
audit manuals.

3-5. Ceontinued implementation of training for

using the manuals on small organizations:

"XX(number)" trainings and OJT{On the Job
rainin COory

The practical internal audit manual on small
organizations is made.

Though internal audit is conducted in small
organizations, there are no practical interal
audit manuals.

"XX{number)" trainings and OJT are
conducted based on the manual.

3-6. [Reference] Continued engagement in
ordinary internal audit with/without invalvement
of the JICA Expert team

XX{number) trainings have been conducted.

The number of trainings conducted will
increase.

Qutput 4

Intemal Audit Quality Assurance
system is introduced.

4-1. Developed quality assurance framework
documents

There are no framework documents that
describes Internal Audit Quality Assurance
systems.

Framework documents that describes Internal
Audit Quality Assurance systems are made.

4-2. Developed quality assurance manuals
(including check lists)

There are no manuals and check lists.

Manuals(including check lists} that describes
Internal Audit Quality Assurance systems are
made,

4-3. Developed implementation plans of the

guality assurance activities

There are no such implementation plans.

There are such implementation plans.

4-4, Continued implementation of quality

assurance aclivities on a plan basis

No quality assurance activities have been
conducted,

Quality assurance activities are conducted.

{Note) This explanatory note will be used as a monitoring tool. It will be updated or modified after the project starts and monitoring phase.

N
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Project Title: Capaci

Tentatlve Pian of Operation

Development Prolect for Internal Avdit Phase 2

Version 0.0

P¥ Form 2 PO (English)

Annex Il

Dated June 42, 2014

1/3

Monltoring
Year | 1st Year (2014) | 2nd Year (2015) | 3rd Year (2016){ 4th Year (2017) .
Inputs
P I[nju]v|ijolm|w| 1|0l wll ol alm Remarks Issue Solution
Expeort 11k i cilii|i
Auditing (Legal framework) ::::al ann
Auditing (Certification systam) :: ::al I T I T I | ! 1]
| | 1| L I | ‘__
- . . Plan
Auditing {Practical training}) Actaal i 1] I.._..i | : T ! i:
. " Plan {
Auditing {Quality assurance) Actual T W | ! | :_
. i Plan a
Project coordinater (as necessary) Actual 1 FEN g 7|
1 H 5t
Equipment [ ;
IEquipmenl necessary for the Project activities by experts :::: al .
Training in Japan
IN Plan
. Actual
In-country/Third coumntry Training i
|Foreign country study visits %l : ﬂﬂ
Activities Year | 1st Year (2014) | 2nd Year (2015) | 3rd Year {2016)| 4th Year (2017)| Responsible Organization Achievements Issue &
|Sub-Activities 1EIEIEIE EHEEIE [n]m|w]: HE | v | Japan | mongolia Countermeasures
Qutput 0:
0-1. Collect basic information on internal audit 1] ] [ T
(e.g. number of internal audit conducted, Plan i I i |
established audit committee and developed - N —+ o O
internal audit charter, and internal auditor in Actual ‘ ;
leach organization) e il
: . . Plan
0-2. Conduct seif diagnosis based on 1A-CM YT I — O O
0-3. Hold discussions on progress and Plan | : [ 1] o o
achievements of introducing internal audit Actual| | i¢]
Output 1. The solution of establishing a more solid legal foundation {I) Concept & Draft-
of internal audit is identified. ma%rla (1) Approval & Implementation
Plan FIHIEE 1]
1-1.Develop a work plan Sl | T ismdyiour i © (8]
1-2. Collect & analyze olher countries Plan
experiences relating to legal foundation of @ O
internal audit and status of intemal auditors Actual
1-3. Identify the appropriate options of Plan
enhancing legat foundation of internal audit (o] ()]
and intemal auditors Actuall




V4

PM Form 2 PO (English)

1-4. Develop concept paper of possible legal ﬁ—" .
framework based on the activities 1-1~1-3. Filan 7 |
(NOTE) The way of taking subsequent actions (o] ©
will be decided between BC-RM Dept. and Actuall ‘ ! i
JICA sides based on the concept paper. i
1-5. [By C/P] Develop original draft of legal Plan P " ®
framework based on 1-4 above Actual| :
1-6. [By C/P] Develop draft kill of legal PIan{ El H N e
framework based on 1-4 above Actual iR | 1EE
Output 2. Qualifled internal auditor certification system is (1) Reguiation by Ministry of MOF (Il) Internal audit law
introduced.
2-1. Develop a work plan and set up a working Plan | y HEIT N ® o
roup Actual : ! Study tour i B
2-Z. Collect & analyze other countries Plan 1 i i i i ; e o
experiences relating to CIAPPS & CPE Actual 1] ; ! !
2-3. Develop CIAPPS &CPE and IAPI Plan | ! 0 o
framework documents Actuall : ] :
2-4. Conduct financial planning on Plan i
implementation of CIAPPS & CPE, and : E O C
training for IA practical instructors Actual] i :
2-5. Designate responsible organization for Plan | o ®
implementation of CIAPPS & CPE Actual|
2-6. Design CIAPPS examinalion & CPE Plan | 10 o O
contents Actual}
2-7. Conduct trainings for CIAPPS candidates :‘:Z'm 0] O
o Plan -
2-8. Conduct CIAPPS examination YT ; :conducted by MOF T —— O ©
2-9. Develop registration system of registered Plan i i
CIAPPS holders and CPE training participants O ©
records — 1R RS
2-10. Provide CPE for CIAPPS holders D L L —ﬁ—— o) o)
2-11. Train the [APIs and its candidates to Pian
acquire practical skills required to disseminate —~ p— - O O
internal audit Actuall | &
2-12. Certifying candidates who satisfy {Plan | i IS o
necessary conditions as the 1APIs Actuall i ; il 10 ]
Output 3. Internal auditors' capacity of practicing internal audit is .
further strengthened. {n Deva_ltipi manuals (I} Trainings
3-1. Develop a work plan and set up working Plan | i ° o
roups Actual i i
3-2. Conduct financial planning exercise on Plan | ml o o
implementation of trainings and OJT i Actual] i i 2]
33 !Z)evelop the internal audit manuals in - Study tour in Japan or
priority areas and common manual for | third country if budget O O
specialized public organization{e.g. local Actuall il i [
governments, schools _hospitals, customs | e Euy SN NN T
3-4. Conduct training for intemal auditors to Plan
use the internal audit manuals in priority areas O O
and specialized public organizations Actual
3-5. [By C/P] Continue internaf audit trainings Plan l
and OJT in other areas which had been - x ®
conducted under the Project phase 1 Actual i I i




PM Form 2 PO (English)

Output 4. Internal Audit Quality Assurance system is introduced. (1} Develop a checklist
Plan BT
4.1, Develop a work plan  Actus] : ® 0]
4-2. Develop first version of check-lists for Plan ® o
lquality assurance of internal audit Actual |
4-3. Develop an annual plan to conduct the Plan o o
quality agsurance activities. Actual 1 |
4-4. Train staff for quality assurance of internal Plan o o
audit using the check lists. Actual
4-5. Practice quality assurance activities and Plan o o
make reports on an aclivity 4-3 plan basis Actual i :
4-8. Develop final version of check-iists for Plan i 1] ® o
quality assurance of internal audit Actuall i P [T H|
Year 1st Year 2nd Year 3rd Year 4th Year
Monitoring Plan ;
[ ] AEAN K A ABAE AR AN Remarks Issue Solution
Monitoring | E ' 17
. - Plan |H— |
Joint Coordination Committee Aciial : E‘ -
Plan
Set-up the Detailed Plan of Operation Actua] 1
- . Plan
Submission of Monlitoring Sheet Actual ] ; o —H

Monltoring Mission from Japan (if necessary)

Plan
Actual i

Jolnt Monitoring

Plan
Actual

N P| i
Post Monltoring Ac'::'al i
Reports/Documents i
Plan
Actual
Plan
Project Completion Report Actual ]
Public Relations
Plan EEE
Events (e.g. (i) Start of the Project, (i) enhancing legal foundation of intemal Actual
audit, (jii) launching CIAPPAS framewark, and (iv) developing manuals in Plar |
priority areas, efc.) Actu al|

v

3/3
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Project Implementation Structure
JICA Side Annex IV

Mongolian Side

Joint Coordinating Committee (JCC)

ﬁroject Director: State Secretary of MOF

(*) The other ministries in charge of priority areas would join the JCC members

Project Manager: Director General of the Budget Control and

Risk Management Department

Members: Representatives from the following department of MOF:
- Treasury Department

- Legal and Procurement Policy Department

- Financial Policy and Debt Management Department

- Public Administration and Management Department
Members(*): Representatives from the following ministries,
- National Audit Office

- Ministry of Economic development

- Ministry of Health

- Ministry of Trade and Agriculture

- The Governor’s Office of Ulaanbaatar

D amratarimb

Wl SLD Iﬂt.
IA-ME Division, BC-RM Dept. j i |

~

Japan International

Cooperation Agency(JICA)

JICA Mongolia
Office etc.

/

e Ll
—

& Project starts)

Project Team

Counterparis from : BC-RM Dept.
Project Manager: Director General of

the Budget Control and Risk consultation
Management Department <::>

Day-to-day

Team members: (TBD before the

A

JICA Experts
(1) Chief Advisor
(2) Other experts




77

Annex vV
Equipment List Requested by MOF
Equipment Pieces Related activity Purpose
1|Ultrabook (notebook with 14" screen) 10 Output 2 and output 3 Stggfptcr,:i r:iiﬁ:zlopment of 4 sectorial internal audit guidelines and manuais,
Support development of 4 secforial internal audit guidelines, development of
) CIAPPS, CPE and IAP[ framework documents, training and CIAPPS
2(Allin one desktop 3 Output 2 and output 3 candidates, CIAPPS holders, CPE and IAPI, staff training on quality
ance
3|Wand-type mobile scanner 5 Qutput 2 and output 3, 4 Support sectorial internal audit activities, IA quality assurance
4|UPS/Computer energy backups 4 Output 2 and output 3, 4 Support_ c!evelopment of 4 sectorial internal audit guidelines and manuals,
staff trainings
5[Small digital camera 3 Output 2 and output 3, 4 Support sectorial internal audit activities, IA quality assurance
6|Voice recorder 2 Qutput 2 and output 3, 4 Support sectorial internal audit activities, IA quality assurance
' Support development of 4 sectorial internal audit guidelines, development of
7| Smartscreen with 70" 1 Output 2 and output 3, 4 CIAPPS, CPE and IAPI framework documents, training and CIAPPS
candidates, CIAPPS holders, CPE and IAPI
8|Database Server 1 Qutput 2 Installing and keeping VCIAPPS holders and candidates information
- . Support development of 4 sectorial intemal audit guidelines, for training and
9|Copier in one Document center (Black and white) 1 Output 2 and output 3, 4 CIAPPS candidates, CIAPPS holders
Support development of 4 sectorial intemal audit guidelines, development of
10(Copier in one Document center (Color) 1 Cutput 2 and output 3, 4

CIAPPS, CPE and IAP| framework documents, training and CIAPPS
candidates, CIAPPS holders, CPE and IAPI




Appendix 2

MAIN POINTS DISCUSSED

1. Selecting the participants properly in the study tours to Japan and/or
third countries
The project will organize two study tours to the third countries for the
following purposes: the one for Output 1 and the other for Output 2. The
third study tour to Japan or third countries may be arranged if budget
allows. The Mongolian side is required to select the right person for the
members of those tours to meet the objectives in close consultation with
the JICA experts for maximizing respective outputs and outcomes of the

tours.

2. The Project activities under Output 1

In the Project, both sides set Qutput 1 as “The solution of establishing a
more solid legal foundation of internal audit is identified”. The activities
under this Qutput consist of several steps, such as study on other
countries, decisions on the concept as well as on drafiing and amending

laws.

Under Output 1, BC-RM Dept., MOF will demonstrate ownership and
leadership through the whole processes, and will take the lead tasks in
each step. JICA will bear the cost of the study tour. However, BC-RM
Dept. is required to take actions, including mobilization of its own
resources and/or from other donors.

3. Project Concept
The project concept is attached in Minutes of Meetings on the Detailed

Planning Survey (Appendix 3)

4. Equipment for CIAPPS examination and registration

MOF will need optical mark readers for smoothly conducting CIAPPS
examination. MOF will need software for registering and managing
CIAPPS holders after the CIAPPS examination. MOF will take care of
these items at its own expenses and JICA will not provide financial
assistance for these items.

a4 I



Annex A-1-2

MINUTES OF MEETING
ON
CAPACITY DEVELOPMENT PROJECT FOR INTERNAL AUDIT PHASE 2
IN MONGOLIA

Japan International Cooperation Agency (hereinafter referred to as "JICA") and
Financial Control and Risk Management Department (hereinafter referred to as
“FC-RM Dept.”) of Ministry of Finance of the Government of Mongolia (hereinafter
referred to as "MOF") held the meeting within as stipulated in the framework of the
Record of Discussions (hereinafter referred to as "R/D") for " Capacity Development
Project for Internal Audit Phase 2" (hereinafter referred to as "the Project”).

As a result of the discussions, JICA and FC-RM Dept. made this Minutes of
Meeting in order to confirm the mutual understanding and the matters agreed in the

discussions attached hereto.

Ulaanbaatar, February 21th, 2017

Sato Mr. Dorjsembed
Chief Representative Director, Development Financing
Mongolia Office Department, Ministry of Finance of

Japan International Cooperation Agency =~ Mongolia

Mr
Chief, JICA Expert Team



The Environment of Internal Audit in Mongolia
1. Effective from January 2, 2017, Ms. N. Narangerel, the Director of FC-RM Dept. of
MOF have been newly appointed.

2. The name of department has been changed from Budget Control and Risk
Management Department to Control and Risk Management Department.

I. Change of Equipment List requested by MOF
As disucussed and reconsidered the necessity of equipments requested in R/D in
the third year of the Project, JICA and MOF agreed to provide out
of the remaining of equipments which were planned to be porivded by JICA in the
third year of the Project. (as shown in Table 1. Also see Annex 1)

R/D Agreement Procwement Sche fule NEW Request
Yr2

. " Completed .
No. Equipmen( P 8 Pieces
4 teces (Conyleted) ¢

Ultrabook (notebook with 14" screen)
All in one desktop
Wand-type mobile scanner
< UPS/Computer energy backups
Small digital camera
¢ Voice recorder
Smartscreen with 70"
t Database Server
¢ Copier in one Document center {Black and white)
¢ Copier in one Document center (Color)

=)

—_— o o~ N W A ;W
_ - e = NN W A NS

31 10 7
Nole: : Changed from initial request

The reason of change is due to change in a situation surrounding FC-RM Dept. as
compared with the time binding R/D as well as the technology grow fast which is now
available various multifunctional equipments. Notebook available nowadays also
contains multifunctions which expect to provide more efficient works to our project
activities. Considering sustainable and productive useage of the equipments throughout
project and even after completion of the project, high-performance notebooks, shown in
Annex 2, will be sufficient to unify puseposes of use and functions of the given-up
equipments. For the given-up equipments, MOF will cancel one Digital Camera, one
UPS/Computer Energy Backups and one Wand-type Mobile Scanner, which are
considered that the requested notebook are sufficiently fungible with these function. In
addition, MOF will cancel one notebook and one All in one desktop as many of project
activities in relation with output 2,3 and 4 such as trainings and meetings are held outside
of office and as to combine all necessary functions into high-performance notebooks for
conveniency.

As for one Server, MOF will postpone this request from the Project to re-examine the

purpose and spec of use and separately will write an official request letter to JICA.

ﬂ
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II. Minor revision of Project Design Matrix (hereinafter referred to as "the PDM")
PDM, approved at JCC on December 8, 2016, is made a minor revision in order to

be consistent with output 3 description on 4-2 in “Objectively Verifiable Indicators” in

the Project Purpose section from;

“Continued implementation of internal audit in the specialized public organizations: "16"

(number of IA reports, recommendations, follow-up)”

to

“Continued implementation of internal audit in the priority area: "16" (number of IA

reports, recommendations, follow-up)”

(See Annex 3 and 4)

Annex:
Annex 1: Equipment List (Revised)
Annex 2: Notebooks Specs
Annex 3: Project Design Matrix ver.2.1
Annex 4: Monitoring Sheets ver.4.2

LY



No. Equipment

1 Ultrabook (notebook with 14" screen)

2 All in one desktop

3 Wand-type mobile scanner

4 UPS/Computer energy backups

5 Small digital camera

6 Voice recorder

7 Smartscreen with 70"

8 Database Server

9 Copier in one Document center (Black and white)
10 Copier in one Document center (Color)

Note: : Changed from initial request

NEW Reaue

Pieces

— = O = NN W R DO

Procurement schedule

13

Annex 1



Annex 2

Notebook Specs

1. Microsoft Surface Pro 4
Canax oii/RAM: 16GB RAM
ITpoueccop/CPU: 6™ Generation Intel® Core™ i7
Bartaamx/SSD: 512GB
Jlaranmax H3M3IT - Y3sr/ Pen (included in device)
ToxeepeMKyyI/Accesories: - Hpnranmra / Power Supply (included in

device)

- Keyboard Case

- Dock, Wireless Display Adapter, Mini
DisplayPort to HDMI and VGA Adapter
or equivalent

- Jaarsuuitn  Haant / Surface Screen

Protector

2. Thinkpad X1 Carbon
Canax oit/RAM: 8GB RAM
Ipoueccop/CPU: Intel® Core™ i7
Bbarraamx/SSD: 256GB
Taramiax womont - Adapter (included in device)
TexeepeMxyyl / Accesories:

0

9



Prolect Tille:

Revised Project Design Matrix

Capacity Des clopment Project fur Internal Audit Phase 2

Implementing Agzency: Ministry of Finance, Mongolia

Tarpet Group:

Ministry of Finance, Cenlral Gevernment Ministries and Local Governmenis

Three Years (From 2014/09 Te 2017/08)

Pruject Site: Monguliz
Narrative Summary
Overall Gual

Model Sile: N A

Objectiely Verifiable Indicators

The Mongolian gosernmental infernal 1 [reference] Upgraded leve] of assessment results of Intemal Audil Capacity Model (JA-CM) in

auditors are able to conduct intermul
audits in a more sustainahle
environment

Project Purpuse

Mongolia: Moxe up more than onc from Level 2

2 Tswblished legal framework of intemal audit
3 Continued implementation of internal audit: incresse number of 1A reports, recommendations,
follow-up

4. Increased number andfor pereentage) of audited organizations, Internal Auditor Professionals
for Public Sector (IAPPS) and Intemal Audit Practica! Instructors (TAPT)

establishes a more solid framework o
internal wudits in accordance with the
Strategic Plan 201 #16

Outputs

solid legal foundation of
auditis identificd

Qualificd mtemnal auditor

is introduced

I [refe Upgraded level of assessment results of Intemal Audit Capacity Model TA-CM) in
Mongolisa: Mot e up more Lhan one from Lexel 2 on the Project scope sreas in IA-CM
"Level of the other urca will be checked in Overall goul indicutor

2 Confinued progresses ol actions for enhancing intemal audit and intemal auditors in lepal
framework(e g drafl Jaws & regulations, etc )

1) 100 {APPSs training participators

4-1 Contintued implementation of intemal audit using the manuals under development in the
priority areas

4-2 Continued implementation of intemal audit in priorily arcas epeciclized publio-organizatiori:
“16" (numbyr of TA reports, recommendations, follow-up)

4-3 [reference] Continued mplementation of ordinary intemal audit in the other ancas "8*
‘number of 1A reports, recommendations, follow-up)

Tnereased number (and/or percentage) of audiled organizations, JAPPSs and IAPIs: 100(mumber
ndfor percentage)

> Implemented Internal Audit Quality Assurance systems: 2-3 reports” are made

Objoctively Verifiable Indicators

1-1 Developed working paper(s) on other countrics experiences and appropriate options of
snhancing kegal foundation

1-2 Developed concept paper of new legal framework on interaal audit

1-1 Developed 1APPS training framework documents

2-2 Developed 1APPS trial test & Jeaming malerials und program

13 Contmued miplementation of IAPPS trial test and pre-test {ruining

24 Developed 1APPS participators and personal other training records

£-> Commued unplementation of trainung lor LAPL : =3 * traimungs™ are conducled, grades afier the
rainings, coverage of govermnment organization conducted trainings, grades afler the rainings

16 Number ol JAP] who are deployed al minislrics, local govemments and government agencics
s more than "100"

phases- planning, fieldwork,
by priority ministries lead by

3-2 Developed practical intcmal audit manuals in priority srcas

3-3 Continued implementation of training for using (he munuals under development in priority

wea: *40" trainings and OJT(On the Job Training) are conducted

-4 Leveloped precticat internal audit manual on specuhized public organzations

3-5 Conlinued implementation of training for using the manuals urder development on
specialized public orpanizations: “10" trainings and OJT(On the Job Training) are conducted

16 |Reference] Continued engagement in ordinary intemal audit with/withoul involvement of the
IICA Expert team

Means of Verification

1) Assessment by BC-RM Dept. und/or third partics

‘cg WB)and JICA based on1A-CM in 2020

1) Enacted aw and/or regulations

1) Assessment of quality assurance in 2020

1) More than 40% of Mangolian govermmental
internal awditors finish trainings provided by MOF

1) [reference]Assessment by BC-RM Depl. andfor
hird parties (¢ g WE) and JICA based on |A-CM

1) The original drafl and the draft bill

1) Assessment at the final JCC

1) 1A reports made by using practical mtemal audil
manuals(including risk-based appraachy in priosity
areas

){reference] LA reports made by using risk-based

1) Reports made by Intemational Audit Quality
Assurence system

Means of Verification
1) 1 he working paper(s)

1) The concept paper

1) The 1APPS truoung framework documents

1) Training schedule,
2) Learning materials on 1 APPS

1) Result of IAPPS trial test

4nd personal records lor

1) The report on tminings

1) List of Paruicpant who recerved certiticates

1) 16 activity reparts are submitted (16 activitics

vorkingpapers of each of 4 audit phase-planning,
Feldwork, reporting and follow-up)

1) Practical intemal audit manual

1) Practical internal audit manual

1) Lhe reporis on trauungs and UJ L

I) The quality assurence framework documents

Version 2.1
Daled Februarv 2017

Impartant

function which meets mtemational
standards and practices

2 Any changes in organizational
structures of t Mongolian

govemmen! which may affect the
project activitics will not happen.

3 A significant reduction of the
necessary budgetary and human
resource allocation and other
institutional amangements in CPs as
1o prevent the project from
proceeding will not happen

Imporiant Assumplions

Annex-3



Annex-3

4-2 Deseloped quality assurance manuals (inchuding cheeklisis) The quality assurance manuals (including

for both inlernal and external quality

4-3 Developed implementution plans of the quality assurance activities 1) The implementation plans of the quality

ssurance activities

4-4 Continued unplementation of quality assuranee aclivilics on a plan basis

5-1 Support to drafl 2017-2020 mediun-term strategic plan

2) Monitoring reports afler the assurance
1ctivities started

1) IZnforcement items propased by JICA experts

3-2 Review the progress for the 1st quarter of 2017 or afler, along with the medium-term stralegic 1) Summary of review

olan

vie
31 Coliect basic indormation on intermal audil (e p number of intemal audit conducted,

audil ittee and ped intermul audit charter, and intemal auditor in
zach organization)

32 [By C/P) Conduct seif diagnosis based on 1A-CM

33 Hold discussions on progress and achievements of introducing infemal audit
raclices in Mongolia based on aclivities 0-1 & 0-2

1-1 Uevelop a work pian

1-2 Coliect & analyze ather cauntries experiences relating Lo legal foundation of
nlemal audi( and status of internal auditors

1-3 1dentity the opuons o legal jon of intemal audit and
ntemnal auditors

14 Develop concepl paper ol possible legal framework based on the actis ities 1-1-1
3 (NOTE) The way of taking subsequent actions will be decided between BC-RM
Depl and JICA sides based on (he concept paper

1-5 | By C/P} Develop original drafl of legal framework based on 1-4 above

1-6 | By L/P] Develop drall bill of Jegal framework based on 1-4 above

i-/ Support activilies relaling with submission of Ue bill to the parliament wtil April
2.1 Develop a work plan and set up a working group

22 Collect & analyze other countries experiences relating to TAPPS & CPE

-3 Develop IAPS tramung Irumework documents

2-4 Conduct financial planmung on implementation of LAPPS & pre-test training, and
‘raining for AP

2-5 Designate responsible tion for implementation of IAPPS traiming.

2-6 Design 1IAPPS tnal test & pre-(est rawning conlens
-1 Conducl tramungs for IAPPS candidates
-8 Conduct 1APPS tnl test

-9 Levclop IAPPS participalors and other training participators records

2-10 Support providing training for IAPPS

=11 Lram the LAPls 6nd ils candidates (o acqurre practical skills required (o
lisseminate internal audit

23-12 Catifiing candidates whe satisfy necessary conditions as the 1APLs

)-1 Develop a work plan and set up working groups

$-2 Conduct hinanciat plamming exercise on implemenlation of trainings and OIT

3-3 Develop the internal audul manusls in priority arcas and coinmon manual for
falized public izati ¢ local schaals, hospitals, customs ete )

3-4 Conduct traunung, for intemal auditors 10 use the intermal audit manuals in priority
ureas and specialized public organizations

35 [By C/P] Continue interral audt trainings and O)T in other arcas which lud been
conducted under the Project phase 1

4-1 Develop a wark plan

4-2 Develop first version of eheck-lisls for quality assurance of intemal audit

-3 Develop an anaual plan to conduct the quality assurunce activitics

-5 Praclice qualily assurance activities and make reports on an aclivity 4-3 plan basis

v

-1 Levelop a work plan and sct up 8 working group

5-2 [By C/P] Decide the basic policy of medium-term strategic and enfe items

-4 |By C/P| Finalize 2017-2020 medium-lerm strategic plun

5-5 Review the progress for the first quarter of 2017 and revise medium-term strategic
plen il necessary

with Mongolian
and experience

and the
s nocessary to deiver the

with the |APIs and
on the ground is essential
in order (o carmy out
33

VA

in the aim of sustainability



Project Titje:
Jmplemeniing Apency: Mind
Tarpel Group:

try of Finance, Mungolia

Project Monitoring Sheet I (Project Design Matrix) Version 4.2(revised 4.1)

Capacily Develupment Project for Internat Audit Phase 2

Three Years (From 2014/09 To 2017/08)

Project Site: Mungolia
Narrative Sunmary
Orerall Guul

Mudel Sjtie: N A

suditors are able 1o conduct internal

snviromment

Project Purpuse
The i

B lintemal 1 |

Ohjectively Verifiable Indicators

Mongolia: Move up mone than one from Level 2

2 Established legal framework of internal sudit

Ministry of Finance, Central Gos ernment Ministries and Local Governments

] Upgraded level ol assessment resulis of Tntemal Audit Capacity Model (IA-CM) in

3 Continued implementation of internal audit: increase number of 1A reports, recommendalions,

follow-up

4 Increased number (andfor percentage) of audiled organizations,
for Public Sector (APPS) and Intemal Audit Practical Instructars (1AP)

1 more solid

ol

internal audits in accordance with the  *Level of the olher area will be checked in Overall goal indicator

Strategic Plan 2014-16

solid lepal foundation of
isidentified

Qualified intemal auditor

strenpthened

system is introduced

| ] Upgraded leve] of assessment results of Intemal Audit Capacity Model (IA-CM) in
ia: Move up more Uan one from Level 2 on the Praject seope urvas in 1A-CM

2 Continued progresses of actions for enhancing intermisl audit and intemal auditors in legal
framework(e g drafl tws & regulations, elc )

1 Increased number ol IAPPS:

1) 100 1APPSs training participators

11 Continued implementation of intermnal audil using the manuals under development in the

“riorily areas

1-2 Continued implementation of intemal audit in priority areas spocialized-public erganizations:
*16" (umber of IA reports, recommendations, follow-up)
13 [reference| Continued implementation of ordinary intemal audit in (he other arcas "8
“nuriber of IA reports, recommendations, follow-up)

ind/or percentage)

JAPI'Ss and 1APIs: 100(number

> mplemented Infernal Audit Quaity Assurance systems; 2-3 reports” arc made

Objectively Verifiable [ndicators

I-1 Developed working paper(s) on ollier countrics experiences and appropriatc options of

mhancing legal foundation

1-2 Developed concepl paper of new legal framework on internal audit

Uevelaped IAFPS tranng tramework documents

2-3 Conlmued implementation of IAPPS trual fest and pre-test training,

2-4 Developed TAPPS participators and personal other training records

£ Conlinued implementation ol training for IAPI ; "3 " ramungs™ ere conducted, grades afler the
Irainings, coverage of govemment organization conducted lrainings, grades aRer the trainings

26 Number of LAPI who are dployed at minisirics, local governents and govermnent agencics

is more than "160"

Document workingpapers of each audit phase (fotal of 4 audit phases- planning, Geldwork,
reporting and follow-up) through intermal audit practics conducled by priority ministrics lead by

C/P.

3-2 Developed practical intemal audit manuals in priority arcas

3-3 Continued implemenlation of training for using the nunuals under development in priority

arH

"40" trainings and OJT(On the Job Training) are conducted

3-5 Conlinued implementation of training for using the manuals under development on
specialized public organizations: "10 trainings and OJT(On the Job Truining) are conducted

3-6 {Reference] Continued engagement in ordinary intemal audil with/without invotvement of the

NCA Exnerl team

4-1 Leveloped quabity assurance framework documents

Means ol Verificalion

1) Assessment by BC-RM Dept. and/or third partics

¢ g WB)and JICA hased on 1A-CM in 2020

1Y Inacted Law and/or regulations

1) Assessment of quality sssurance in 2020

1y More than 40% of Mongolian govemmental

‘temal awditors finish trainings provided by MOF

1) [reference]Assessment by BC-RM Depl andior
hird parties (¢ @ WB) and JICA based on 1A-CM

1) The original drufl end the draft bill

1) Assessment al the final JCC

)1A reports made by using practical intemal audt
manuals(inchiding risk-based approach) in priority

areas

2)[reference] 1A reports made by using risk-based

internal audit manuals in the other areas

1) Reports made by Inemational Audit Quality
Assurance system

Means of Verification
1) 1 he working paper(s)

1) The concept paper

1) The IAPPS raung framework documents.

1) Training schedule,
2) Leaming materials an ) APPS

1) Result of IAPPS trial test

1) I participators and personal records for
adiministration

1) The report on trainings

1} List of Participant who received cerificates

1316 activity reports arc submitied (16 activitics
nean that 4 priority ministries submil

vorkingpapers of cach of 4 audit phase-planning,

Teldwork, reparting and follow-up)

1) Practical imemal audit manual

1) 1he reports on tranungs and OJ 1

1) Practical interal audit manual

1) The reports on trainings and OJT

1) The qualily assurance framework documents

Important Assumptions

1 The Mongolian govemnment will
ot change the policy for

standurds and practices

2 Any changes in organizational
structures of the Mongolian

povemment which may affect the
project activities will not huppen

3 A significant reduction of the
necessary budgetary and human
resource allocation and oller
instilutional arrangements in CPs as
Lo prevent the project from
proceeding will not happen

Important Assunmplions
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< Bused on the Project Design Matrix used for Working.

Plan us of February 2017>
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raining participators from JICA
rojext Team

The fint report was submitted in
e first your

thooklint review wea completed
in the scoond yeae

“ompleted.

“he working peper was oreated
nd the option (the independent
A lew) was laken

Somplciod

Thie conoept paper and the drafl
il wehich are reflocted

vore submitcd

n progress

rceept 1TA qualification
Tamework, IAPPS
ramework is developing
sased on it

Zomphiod for 2d year
Training and pre-test materials
nd truining curriculum wer
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“ompleied for Znd ycar

omducted for measuring the
wscline

n progress

progr=

coomd year.

n progress
Taticipants in the socond year:
%

In progress

aapamaitic porsommels were
usigned o the 4 priority srcas
tnd had begun their works

n progress
tisk aascanment in priority ress
nd working peper leraplates
vere finalized by JICA Experts
nd swbmitted (o CP

'n progeess

Riak asscaument in pricsity areas
wnd working peper temaplatcs
were finalized by JICA Experts
nd wbmittad to CP

n progress

n progress

level of LA-CM in working

[
and submiticd to

adlivitics src
with experts

trial et was conducied
were provided

Seif dingnoscd and the revull wa
ntroduced in the working plan
2P is in Level2

sl have hoen submitted (o CP.

The first 1APPS pro-ieat wes
sonducted

sonients and plan for practical
mmmusl

thaurt timing and participators of
he next ruining

2A vill be conductod, using the

viscat cheok list and prepare QA
nanual based on implementation
uht i the third year.

Caninue to euppart CP

“ontinuc to support CP

Coatinue 1o suppont CP

sarticipunts

Sontinue to provide (rimings

Sonfinuc Lo provids eainings

Zomlinue sccondingly

2P noods (0 review the manusl
mcluding the comsistency with
mmual develaped by Workd Band
nd finahize and detamine the
relesse date

[raining #nd OJT sing manual
villbe conducted after relcening
nenunl

ncluding the comistericy with
nenual developed by World Bank
md finalize and determin the
vhease date

Training and OJT uting menust
will be conductod afler rdeasing
mamusl

In progrens

1A' quality assurance ae
leveloping,

/
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1-2 Developed quality assurance manuals (including checklists) The quality assurance manuals (including
bolh intemal and extemnal quality
was completed in the

manual and checklints

o Aiqu y
throughout Q&
third yexr
1-3 Developed mplementation plans of the quality assurance uctivities 1 Ihe unplementation plans ol the quality
assurance activities n progress
|
1-4 Contnued implementation ol qualily assuranee activilies vn a plan basis 1) Slalus report of implementation plan
2) Monitoring reports afler the quality assurance n progress . |
activities sturted niz
5-1 Support to drafl 2017-2020 medium-lean strategic plan 1) Ltorcement items prapased by JICA experts
w pd
>-2 Review the propress for the 1st quarter of 2017 1) Swnmary of review
lun
Ac vi n
L1 Collect basic information on nternal audit (¢ g number of intemal audit conducted,
i soc the Monitoring Shoct S the Monitoring Shact

audit ittec and d d internal audit charter, and internal wuditor in ” s N
zuch organization) jummesy e
3-2 [By C/P] Conduct self diaguosis based on IA-CM
Hold discussions on progress und
1-3 Idenuty the apr apuons of legal ion of intemal audit and
nternal audilors
1-4 Develop concept paper of possible legal framework based on the setivities 1-1~1
3 (NOTE) The way of laking subscquent actions will be decided belween BC-RM
Jept and JICA sides based on the concept paper.
15 [By C/P} Develop original dral of legal framework based on 1-4 above
1-6 |By C/P| Deveiop dralt ball of legal Iramewark based on 1-4 above
1~ Support actmties relaling with submission of the bill to the parliament until April
2-1 Develop a work plan and scl up a working group
2-2 Collect & analyze olher countrics experiences relating to IAPPS & CPE
2-3 Dewelop JAPPS traiung framework documents
2-4 Conduct {mancial planmng on smpletientation of IAPPS & pre-lest training, and
Iraining for 1AP!
2-5 Designale lar of APPS (raining Mongolian
has relevant
2-6 Design 1APPS (nul test & pre-(est tramung contertts
in Projoct Phase| end the
2-7 Conduct trainings for IAPPS candidates is necessary (o deliver the
4 Conduct IAPPS el Lest
2-9 Dewelop LAFPS pariicipators and other training partkipalors records
2-10 Support providmy, tramung for |APPS
to
audit
wha satisfy necessury conditions as the
a groups
financial plamning
public orpanization(c g local governments, schools, hospitals,
and its

manuuals in priority
on the ground is essential
eritical in order to curry out
33

and specialized public organizations

3-5 [By C/P| Continue internal audit trainings and OJT in other areas which had been
sonducted under the Project phuse 1

awark

-3 Develop an annual plan to conduct the quality assurance activities

4 Tram stafl for qua

assurance of internal audit using the check lists NiA

-5 Practice quality assurance aclivitis and make reports on an activity 4-3 plan basis

-6 Develop hnat version of check-lists for quality assurance of intermul audit

5-1 Develop u work plan and set up a working group

w

-2 {By C/P) Decide the basic policy ol medium-term strategic and items

v

-3 Support to drafl 2017-2020 medium-term strategic plan
-4 |By CrP] Finalize 201 /-2020 mednan-term strategic plan
-3 Keview the progress lor Uk Iirst quarter ol 2017 and revise medum-term strategic

plan if necessary

in the aim of sustainability
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MINUTES OF MEETINGS ON THE FIRST
JOINT COODINATION COMMITTIE ON THE PROJECT FOR CAPACITY

BUILDING OF INTERNAL AUDIT IN MONGOLIA-Phase2

Japan International Cooperation Agency (hereinafter referred to as "JICA") and

Budget Control and Risk Management Department (hereinafter referred to as “BC-RM

Dept.”) of Ministry of Finance of the Government of Mongolia held the Joint

Coordination Committee (hereinafter referred to as "JCC") within the framework of the

Record of Discussions (hereinafter referred to as "R/D") for "Capacity Building of

Internal Audit in Mongolia Phase-2" (hereinafter referred to as "the Project").

As a result of the discussions, JICA and BC-RM Dept. made the Minutes of

Meetings in order to confirm the mutual understanding and the matters agreed in the

discussions attached hereto.

Atsumu IWAI
Senior Representative
JICA Mongolia Office

Mr. Hiroshi ENDO

Chief Advisor

Project for Capacity Building of Internal
Auditing , JICA Experts Team

Ulaanbaatar, November 21st, 2014

Ms. Battsetseg Batsuuri
Director, Budget Control, Risk
Management Department, Ministry of

Finance of Mongolia

Mr. S Batsukh
Director, Internal Auditing, Monitoring
and Evaluation Division, Ministry of

Finance of Mongolia



ATTACHED DOCUMENTS

. The JICA Expert explained the methodology to achieve the Project goals. The JCC

members agreed that they would undertake the Project on their own initiatives.

. The JICA Expert explained the summary of the inception report and the JCC
members agreed with its contents accordingly. The final version of the report is

shown in Annex?2.

. The JICA Expert explained the oversea study trip conducted in December 2014. The
objective of which is to learn the Internal Audit laws of Australia and Korea,
enhancing the awareness of attendees toward establishing Mongolian Internal Audit

laws.

. The JCC members understand the project objectives and agreed that they would set

up the working groups and working plans by December.

. The JCC members agreed to set the target level of the highlighted Objectively
Verifiable Indicators of the Outputs (see Annex 3 “Project Design Matrix™) by the
month of February 2015.

. The members perceived that there was a change on the JCC members that was
introduced in “Tentative Implementation Structure of the Project” attached as
Annex.4 of the Record of Discussion agreed on June 12th, 2014. The newly

assigned JCC members are listed on Annex.1

. The topics to be discussed in the next JCC shall be:

+ The target levels of the highlighted Objectively Verifiable Indicators of the Outputs
* The result of the Oversea Study Trip

+ The result of convention with the influential person to stipulate Internal Audit acts

+ Progress of establishing Internal Audit acts (laws & regulation or provisions)

+ Progress of Internal Audit Qualification Exam

+ Progress of Internal Audit activities and drafting of Internal Audit Manuals

* Progress of creating Quality Assurance tools

o, 4
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Annex.1

Capacity Development Programme for Internal Audit in Mongolia Phase-2

The Joint Coordinating Committee Members

Mongolian Side
- , Director, Budget Control and Risk Management Department, Ministry of Finance
- , Representative, Legal Department, Ministry of Finance
- , Representative, Accounting Policy Department, Ministry of Finance
- , Representative, Director of Fiscal Policy and Planning Dept., Ministry of Finance
- , Director , Internal Audit & Monitoring Evaluation division, Ministry of Finance
- , Director , Ministry of Justice
- , Director, Ministry of Health
- , Director, Ministry of Agriculture
- , Deputy Director, Ministry of Foreign Affairs

JICA Mongolia Office:
- Mr. Atsumu Iwai, Senior Representative, JICA Mongolia Office
- Ms. A. Saikhantuya, Representative, JICA Mongolia Office

JICA Experts:
- Mr. Hireshi ENDQ, Chief Internal Auditing Advisor
- Mr. Amane IMADA, Internal Auditing Advisor
- Ms. Narmandakh SANDAGSUREN, Internal Auditing Advisor
- Mr. Motoya TAMINO, Internal Auditing Advisor
- Ms. Kumi KODAMA, Internal Auditing Advisor



Annex.2

Draft
LAW OF MONGOLIA ON
INTERNAL AUDIT IN
GOVERNMENT SECTOR
June 20 State palace, Ulaanbaatar
CHAPTER ONE.
GENERAL PROVISIONS

Article 1. Purpose of the law

1.1. Purpose of the law is to institute internal audit framework in the government
sector organizations as per international standard in order to enhance operational results and
responsibility by means of improved risk management, internal control and governance
functions.

Article 2. Objective of the law

2.1. The Law shall regulate the internal audit framework in government sector
organizations, the statute and functions of the structures and persons implementing it, as well
as the activities and relations related to the implementation of internal audit function in
government sector.

Article 3. Legislation on internal audit in government sector

3.1. Legislation on internal audit in government sector shall comprise of Constitution
of Mongolia, Law on State budget, this law as well as other legal acts enacted in conformity
with them.

Article 4. Framework of the law

4.1. This law shall regulate central and local governing bodies, public entities of all
level as well as state or provincial government owned or state and provincial government
predominantly owned entities.



Article S. Definitions of legal terminology
5.1. The terms used in this law shall have the following meanings:

5.1.1. “internal audit” refers to independent, objective assurance and
consulting activity designed to add value and improve organization’s operations;

5.1.2. “internal audit unit” refers to department, division or unit within the
organization dedicated to implement internal audit roles and functions;

5.1.3. “Chief audit executive” refers to a person in a senior position
responsible for effectively managing the internal audit activity in accordance with the internal
audit charter and the Definition of Internal Auditing, the Code of Ethics, and other Standards;

5.1.4. “head of organization” refers to budget governors of all levels who are
chairing state and provincial public sector entities;

5.1.5. “risk” refers to uncertainties impacting achievement of organizational
objectives;

5.1.6. “risk management” refers to processes directed to identify, assess,
manage, and control potential events or likelihood of situations to provide reasonable
assurance regarding the achievement of the organization's objectives;

5.1.7. “control” refers to any action taken by management, the board, and
other parties to manage risk and increase the likelihood that established objectives and goals
will be achieved;

5.1.8. “governance” refers to the combination of processes and structures
implemented by the board to inform, direct, manage, and monitor the activities of the
organization toward the achievement of its objectives;

5.1.9. “fraud” refers to any illegal act characterized by deceit, concealment, or
violation of trust;

5.1.10. “audit in internal control framework” refers to detailed evaluation of
evidences for the purpose of providing an independent assessment on implementation of
internal audit functions;

5.1.11. “compliance audit” refers to comprehensive review of an
organization's adherence to regulatory and legislative guidelines and standards;

5.1.12. “financial audit” refers to comprehensive evaluation of validity,
integrity and reliability of financial reports and reporting processes;



5.1.13. “performance audit” refers to independent examination to assess
whether the organization is utilizing its resources economically, efficiently and effectively in
executing its operational duty;

Article 6. Principles of internal audit

6.1. Internal Audit function shall adhere to rule of law and principles of independence,
objectivity, confidentiality and professionalism.

CHAPTER 2
INTERNAL AUDIT FRAMEWORK AND STRUCTURE

Article 7. Internal Audit Functions

7.1. Internal audit shall conduct following activities in order to support organizations
in achieving its goals and missions:

7.1.1.Evaluate and consult whether organization is managing risks effectively;

7.1.2.Examine effectiveness of internal control and recommend for
improvements;

7.1.3. Evaluate organizational governance processes, structure and recommend
for improvements;

7.1.4. Examine and consult whether organizational operations adhere to
corresponding legislations, regulations and standards;

7.1.5. Examine and provide assurance in validity, integrity and reliability of
financial report and reporting principles of organization;

7.1.6. Evaluate whether organizational operation and utilization of its
resources is effective, efficient and economical and recommend improvements;

7.2. Internal audit shall be performed to provide assurance and consultancy

7.3. Assurance audit services shall perform objective examination of evidences for the
purpose of providing an independent assessment on governance, risk management, and
control processes and adherence to legislation, regulations and accounting principles as well
as validity, integrity and reliability of financial reports of the organization.

7.4. Advisory audit services shall comprise of services and activities intended to
improve operational effectiveness and efficiency and add value to an organization's
governance, risk management, and control processes as well as advice, counsel and facilitate
trainings towards maximization of enterprise value and other related services.
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Article 8. Types of internal audit functions

8.1. Internal auditor shall conduct following types of internal audit activities to
implement its duties:

8.1.1 Audit in internal control framework;
8.1.2. Compliance audit;
8.1.3. Financial audit;
8.1.4. Performance audit;
8.1.5. Others.
Article 9. Internal audit framework
9.1. It is mandatory for following organizations to embody internal audit functions:
9.1.1. state and provincial government sector organizations ;

9.1.2. state organizations which implement certain state mission and provide
services on behalf of the state even though not financed by the state or provincial government
budgets;

9.1.3.state or provincial government owned or state and provincial government
predominantly owned entities

Article 10. Internal Audit Structure

10.1. Head of the Organization and/ or its Board stated in provision 9.1 of Article 9 of
this law is charged to organize and implement internal audit functions under its authority.

10.2. All units, branches, programs and operations of the organization shall be
included in internal audit functions.

10.3. Following party shall conduct internal audit activities:
10.3.1. internal audit unit comprising of full-time employees of organization;

10.3.2.independent party who performs internal audit services based on
contracts (outsourced);



10.4. Internal audit unit of an organization shall comprise of Chief Audit Executive
and internal auditors and shall report directly to Head of the organization or its Board.

10.5. Outsourced independent internal audit service provider could either provide
internal audit services for several organizations as shared audit services or it could be
independent entity providing internal audit services, both of which shall directly report to
Head of organization or its Board.

10.6. Internal audit activities shall be conducted as per this law and other regulations,
standards and guidance approved by the State Central Administrative Body responsible for
Finance and Budget.

10.7. If yearly budget allocation exceeds ... MNT, then it is mandatory for following
organizations to embody internal audit function within itself:

10.7.1.The President’s Office, Secretariat of State Great Khural, Cabinet
Secretariat Office;

10.7.2. Constitutional Court of Mongolia, Supreme court of Mongolia,
General Council of Courts, The State General Prosecutors’ Office of Mongolia, Independent
Authority against corruption;

10.7.3. Organizations which report directly to the State Great Khural;
10.7.4. Central administrative body;

10.7.5. Government regulatory and implementing agencies;

10.7.6. Aimak, soum, district Governors and city mayor;

10.7.7. State and provincial budget governor.

10.8. As per petition submitted by Cabinet member responsible for Finance and
Budget, Cabinet shall decide on establishment of shared or independent internal audit
function within organizations which are not stated in the Article 10.7 of this law based on
organization’s risk profile evaluation.

10.9. Cabinet shall determine human resource ceiling of internal audit unit based on
allocated budget of corresponding organization.

10.10. State or provincial government owned or state and provincial government
predominantly owned entities shall establish internal audit unit with its Board approval and
shall embody Audit Committee as per Company Law of Mongolia.

10.11. Head of the organization shall establish Audit Committee and the Audit
Committee shall comprise of non-employee and independent members with no conflict of
interest and with sufficient experience in financial management, control and audit.



10.12. Audit Committee shall ratify and adhere to its own rules adjacent to Cabinet
approved General Guidance.

10.13. Audit Committee shall counsel with Head of organization and/or it’s Board in
order to support organizational operations by providing its opinion on structure and
organization of internal audit unit, long term and yearly internal audit plan, internal audit
report, yearly operational report and other issues related to internal audit activities.

CHAPTER THREE
INTERNAL AUDITOR AND ITS
RIGHTS AND RESPONSIBILITES

Article 11. Appointment of Internal Auditor

11.1. Board or Head of the Organization shall employ an internal auditor as per the
Law on Public Service based on selection process.

11.2. Internal auditor shall comply with following requirements to be eligible:
11.2.1. be a citizen of Mongolia;

11.2.2. has no criminal sanctions or has not been forfeited to perform
corresponding occupation by any court rulings;

11.2.3. be a graduate from accredited universities with not less than 4 year
program with a Bachelor or above degree;

11.2.4. has to be enrolled in 1* Grade training for preparation of internal
auditors for government sector organizations and obtained “1* Grade Certificate for Internal
Auditor for Government Sector” from the State Central Administrative Body responsible for
Finance and Budget ;

11.3. Persons not qualifying eligibility criteria stated in Article 11.2.4 of this law can
work as Auditor’s assistant within two years period. If Auditor’s assistant qualifies these
criteria, then he/she can be appointed as internal auditor.

11.4. Board or Head of the Organization shall select and appoint Chief Audit
Executive as per the Law on Public Service of Mongolia and the Candidate for this position

shall comply with following additional requirements on top of the requirements stated in
Articles 11.2.1, 11.2.2. and 11.2.4 of this law:

11.4.1. shall possess Master’s or above educational degree;

11.4.2. internal and external audit work experience with not less than three
years;



11.4.3. has to be enrolled in 2™ Grade training for preparation of internal auditors for
government sector organizations and obtained “2™ Grade Certificate for Internal Auditor for
Government Sector” from the State Central Administrative Body responsible for Finance and
Budget;

11.5. Following Persons are strictly prohibited from being appointed as Chief Audit
Executive:

11.5.1. Employee of an organization who performed duties other than internal
audit functions within last one year period;

11.5.2. Employee with executive position at the organization within last two
year period,;

11.5.3. A Candidate whose spouse or close relatives had executive positions at
the organization within last two year period.

11.6. Candidate for Chief Audit Executive shall convey that the reasons stated in
Article 11.5 are not existent to the Board or Head of the Organization in writings.

11.7. Chief Audit Executive stated in provision 10.7 of Article 10 shall be appointed
and dismissed by the written approval of Cabinet member responsible for Finance and
Budget.

11.8. Cabinet member responsible for Finance and Budget shall his or her consent (no
objection) to appoint or dismiss Chief Audit Executive within 10 working days after receipt
of request and shall not object any Candidate who qualifies requirements outlined in Articles
11.4 and 11.5 of this law.

Article 12. Rights of internal auditors

12.1. Chief Audit Executive as well as internal auditors shall exercise following
rights

12.1.1. with regards to conducting internal audit activities an internal auditor
has the right to enter all parts of the premises of an organization, request necessary
documentation at disposal and to meet with employees in order to get explanation and gather
information;

12.1.2. to access any kind of electronic and printed data in matters related to
internal audit;

12.1.3. to request any relevant documentations and reports from relevant
personnel;



12.2. Management and personnel of any organization shall support internal audit
activities fully and shall provide information and documentations requested by an internal
auditor or Chief Audit Executive at disposal with no charge and delay.

12.3. Internal auditors shall conduct internal audit activities at organizational branches
and units as per the audit plan produced and approved by Chief Audit Executive or Head
and/or Board of organization.

12.4. Chief Audit Executive shall exercise rights stated in Article 12.1 of this law as
well as rights stipulated below:

12.4.1. Inform any matters related to internal audit to Head of Organization or
its Board;

12.4.2. If professional knowledge and skills required conducting internal audit
activities, extend a request for expert to the Head of Organization or its Board;

12.4.3. Contact directly with Audit Committee members and its head as well
as attend Audit Committee meeting;

12.4.4. Define objective, framework, methodology, frequency as well as
required resources of internal audit activities;

12.5. Chief Audit Executive as well as internal auditors shall be inclined to follow
General Guideline for Government Sector Internal Audit Unit approved by Cabinet, National
or International Internal Audit Standard approved by State Central Administrative Body
responsible for Finance and Budget, Ethical Standards as well as Internal Audit General
Practice.

12.6. Chief Audit Executive as well as internal auditors shall comply with
confidentiality of information gathered during internal audit mission with regards to state,
entity and individuals unless stated otherwise in law.

12.7. Chief Audit Executive shall be responsible for all operations undertaken by
internal audit unit, within which include:

12.7.1. develop the rules and regulations of internal audit unit and yearly and
long term audit plan, run it through Audit Committee and get approval from Head of
Organization or its Board;

12.7.2. Delegate and regulate works among internal auditors;
12.7.3. Supervise and approve audit plan within its full responsibility;

12.7.4. Monitor implementation of yearly internal audit plan as well as optimal
application of Practice guideline for government sector internal audit by internal auditors;



12.7.5. Produce a continues training plan for internal auditors in order to
enhance and improve their knowledge, expertise and skill set and get approval from Head of
Organization or its Board;

12.7.6. If required, develop special methodology adjusted for organizational
needs and enforce in conducting internal audit activities;

12.7.7. Organize evaluation processes for newly introduced structures or
functional changes in financial management and control;

12.8. Chief Audit Executive as well as internal auditors are allowed to have
membership in national or international internal audit professional institution, association and
chapter.

Article 13. Responsibilities of Internal Auditor

13.1. Chief Audit Executive has following responsibility to report to Head or Board of
organization as well as Audit Committee:

13.1.1. Present internal audit report as well as evaluation of efficiency and
effectiveness of financial management and control of the organization;

13.1.2. Report audit results, findings and recommendations and their
implementation;

13.1.3. Report implementation process of internal audit yearly plan;

13.1.4. Evaluate optimization of budget and other resources allocated for
internal audit unit and propose appropriate solution;

13.1.5. Report any cases hindering the activities of Chief Audit Executive and
internal auditors;

13.1.6. Regulate relationships between external auditors.

13.2. Chief Audit Executive shall develop and implement quality assurance program
for conducting all activities of internal audit unit and within the program framework, internal
and external assessment shall be conducted.

13.3. Internal assessment shall consist of continues control of activities of internal
audit unit, self-assessment as well as assessment by other employees who have substantial
knowledge of internal audit.

13.4. External evaluation shall be performed by an experienced and independent
evaluator or evaluation team outside of the organization not less than once in every five years



13.5. Cabinet member responsible for finance and budget shall approve Regulation on
internal audit quality assurance.

13.6. Internal auditor shall report to Chief Audit Executive directly when encountered
with fraud schemes. Chief Audit Executive shall report corresponding case directly to Head
of organization of its Board immediately and introduce mitigation measures.

13.7. If no measures are taken with regards to the information and recommendation
outlined in Article 13.6 within 10 days, Chief Audit Executive shall report the case to the
Audit Committee.

13.8. It is prohibited for internal auditors to conduct performance audit for
organizational units for which he provided advisory services and/or conducted activities
within the last one year period. If encountered with such circumstances, an auditor shall
inform in written format to the Chief Audit Executive.

13.9. Chief Audit Executive and internal auditors shall not perform any other
functions within the organization other than internal audit.

13.10. Assistant of auditor shall support in preparation of audit materials, plan and
report and shall exercise equivalent rights and responsibilities with regards to other issues.

13.11. Chief Audit Executive and auditors shall meet disciplinary actions if not abided
by the applicable responsibility.

CHAPTER FOUR
PLANNING, IMPLEMENTATION AND
REPORTING OF INTERNAL AUDIT

Chapter 14. Yearly and long term planning of internal audit

14.1. Chief Audit Executive shall develop risk based audit plan in order to define
guiding principle for internal audit unit adjacent to organization’s mission and vision.

14.2. Internal audit unit shall conduct its activities according to yearly audit plan
based on its long term plan.

14.3. Based on vision and mission of the organization, Chief Audit Executive shall
develop long term plan encompassing strategic development objectives of internal audit
agreeing upon with Head of the Organization, its Board and other corresponding officials.

14.4. Long term audit plan shall be discussed via Audit Committee and approved by
Head of the Organization and its Board.

14.5. Chief Audit Executive shall develop yearly audit plan encompassing audit topics
10



for the particular year agreeing upon with Head of the Organization, its Board and other
corresponding officials.

14.6. If planned audit activities associate with projects and programs dedicated for
different organizations, yearly plan shall accommodate and correspond with yearly audit plan
of other internal audit units of these organizations incorporated in the project and program.

14.7. Chief Audit Executive of lower level budget governors shall accommodate its
yearly plan with yearly plan of internal audit unit of higher level budget governors.

14.8. Internal audit yearly plan shall be discussed via Audit Committee and approved
by Head of the Organization and its Board.

14.9. Based on risk evaluation, changes in yearly and long term plan shall be
recommended by Chief Audit Executive, discussed via Audit Committee and approved by
Head of the Organization and its Board.

Chapter 15. Planning, implementation and reporting of internal audit

15.1. Internal auditor shall develop plan for specified audit encompassing its
framework, objectives, methodology, timeline and required resources.

15.2. Internal auditor shall gather sufficient information necessary to infer
recommendations in line with audit objectives and conduct audit activities by way of
evaluation, documentation and assurance.

15.3. Internal audit unit shall produce audit report after each completed audit activity
and the report shall convey audit objectives, framework, findings, conclusions,
recommendations as well as propositions suggested by the management of corresponding
organization and unit.

15.4. Audit report shall be discussed and approved by Audit Committee and presented
to the management of audited organization and unit.

15.5. Management of the audited organization and unit has responsibility to
implement recommendations stated in the audit plan and shall submit plan for
implementation measures as per recommendation to the internal audit unit.

15.6. Internal audit yearly plan shall encompass monitoring and analyzing activities
for implementation of audit recommendations and internal audit unit shall evaluate whether
implemented measures were optimal, effective and in timely manner.

Article 16. Internal audit yearly plan

16.1. Chief Audit Executive shall develop internal audit yearly plan and shall include
following:
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16.1.1. Causes and circumstances of performed audits where audit framework
was limited and audit plan was not materialized;

16.1.2. Conclusions with regards to financial management and control
structure of organization and recommendations directed to improving organization’s
operations;

16.1.3. Measures taken to implement recommendations as well as
immaterialized recommendations;

16.1.4. Violations of legislation detected by audit, among which are fraud
cases;

16.1.5. Proposition of measures to be taken in order to develop internal audit
function.

16.2. Lower level budget governor with internal audit division shall submit its internal
audit yearly plan to higher level budget governor within January 31% of next year.

16.3. Chief Audit Executive shall submit the yearly plan to Head of the Organization,
its Board and Audit Committee within February 20" of next year.

16.4. Head of the Organization and its Board shall submit its internal audit yearly plan
to the State Central Administrative Body responsible for Finance and Budget within March
1% of next year.

CHAPTER FIVE
RIGHTS AND AUTHORITY OF OFFICIALS AND STATE ORGANIZATION
WITH REGARDS TO INTERNAL AUDIT

Article 17. Rights of Government

17.1. Government shall exercise following rights with regards to internal audit for
government sector:

17.1.1. Ratify comprehensive regulation for Audit Committee and internal
audit units;

17.1.2. Decide and approve for establishment of internal audit unit for
organizations not specified in the Article 10.7 of Chapter 10 of this law or decide approve for
establishment of shared internal audit unit for several organizations;

17.1.3. Determine ceiling of human resources for internal audit unit in line
with allocated budget for the corresponding organization;

17.1.4. Exercise other rights stipulated in the law.
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Chapter 18. Rights of Cabinet member responsible for Finance and Budget

18.1. Cabinet member responsible for finance and budget shall exercise
following rights with regards to internal audit for government sector:

18.1.1. Approve and implement plan and strategy for developing government
sector internal audit;

18.1.2. Develop a comprehensive draft regulation for Audit Committee and
internal audit units of government sector organization and submit it to the Cabinet;

18.1.3. Approve and enforce Ethics standard for internal auditors in
government sector;

18.1.4. Approve and enforce national standard for internal audit and/or pass
decision to enforce International standard for internal auditors in government sector;

18.1.5. Approve and enforce methodology, practice, regulation and guidance
for internal audit in government sector;

18.1.6. Approve continues professional training plan for government sector
internal auditors and enforce/organize implementation;

18.1.7. Approve plan for 1* and 2™ Grade Training for preparation of
government sector internal auditors, regulations for organizing the training as well as
examination and payment amount; and organize training and examination and/or outsource to
professional organization based on contracts;

18.1.8. Grant certification for government sector internal auditors and extend
its valid term ;

18.1.9. Gant rights to government sector internal auditors a financial control
inspector status;

18.1.10. Approve regulation for quality assurance assessment for internal audit
units in government sectors and organize/enforce implementation;

18.1.11. Cooperate with national and international internal audit organizations
in order to develop internal audit;

18.1.12. Exercise other rights stipulated in the law.

18.2. Unit responsible for internal audit training and methodology at State Central
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Administrative Body responsible for Finance and Budget shall provide services inclined to
organizing and providing technical and methodological guidance for the Cabinet member
responsible for Budget and Finance in implementation of the rights outlined in the Article
18.10f this law.

18.3. State Central Administrative Body responsible for Finance and Budget shall
develop data base encompassing Professional Conduct, internal audit activities of internal
audit units in government sector, register auditors enrolled in preparation courses for internal
auditors and auditors certified as Government sector internal auditor as well as prepare yearly
report on standings of internal audit in government sectors and shall attach to the audit
performance report yearly.

CHAPTER SIX.
LIABILITY

Chapter 19. Liabilities for violation of legislation

19.1. Any Judge or financial controlling inspector shall condemn following
sanctions to any persons violating the Law on internal audit in government sector, if not
regulated by criminal law:

19.1.1. Any officials who avoid audit activities, refuse providing necessary
information and documentation without sufficient reasons to do so, damage data intentionally
and who provide false documentations shall be penalized by the amountup to ...................

19.1.2. Any officials who interfere in audit activities and try to influence audit
conclusion and reassurance negatively shall be penalized by the amount up to ...... e ;

19.1.3. Any officials who don’t deliver required documentations for internal
audit within indicated timeline and who don’t comply with recommendations of internal
auditor within indicated timeline, shall be penalized by the amount up to...... - ............

Article 20. Entry into Force

20.1. This Law shall enter into full force with effective date of ...... .... ,2015.

SIGNATURE
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Annex.2

Draft

Draft Amendment to Audit law of Mongolia

June ..., 201... State palace, Ulaanbaatar

Article 1. Following context shall be added to the corresponding provision of Article
4 of Audit Law of Mongolia:

Provision 3 of clause 1 of 4:

“3. Internal audit operations implemented under the authority of general budget
governor shall not apply to the Article 4.1 of this law.”

Article 2. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE



Draft

Draft amendment to the Budget Law of Mongolia

June ..., 201... State palace, Ulaanbaatar

Article 1. Article 69 of Budget Law of Mongolia shall be amended as following:
“Article 69. Internal Audit”

69.1. Each general budget governor and organizations under its authority as well as state
and provincial government owned or state and provincial government predominantly owned
entities shall establish internal audit unit and employ internal auditors in order to assess risk
management, internal control and governance processes and structure of organizations, to
provide independent and objective reassurance in validity, integrity and reliability of financial
reports and reporting processes and in adherence to applied legislations, to assess whether the
organization is utilizing its resources economically, efficiently and effectively as well as to
provide consultancy services.

69.2. “The structure, framework and legislative background for government sector
internal audit shall be regulated by law.”

Article 2. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE



Draft
Draft amendment to the State and
Local property law of Mongolia

June ..., 201... State palace, Ulaanbaatar

Article 1. The Article 66.1 of State and local property law of Mongolia shall be
amended from ... State inspection committee, professional..... Implemented by Ministry of
Finance” to “ .. implemented by National Audit Office”.

Article 2. The Article 66.4 of State and local property law of Mongolia shall be
annulled.

Article 3. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE



Draft

Draft Amendment to State inspection law of Mongolia

June ..., 201... State palace, Ulaanbaatar

Article 1. Provision 7.4 of Article 7 as well as Provision 8.2.3 of Article 8 of State
Inspection Law of Mongolia shall be annulled respectively.

Article 2. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE



Project Design Matrix

Implementing Agency: Ministry of Finance, Mongolia

Period of Project: Three Years (Tentatively From 2014/11 To 2017/10)

Project Site: Mongolia
Narrative Summarv
Overall Goal

The Mongolian governmental internal
auditors are able to conduct internal
audits in a more sustainable
environment,

Mongolian government establishes
a more solid framework of internal
audits in accordance with the Strategic
Plan 2014-16.

Model Site:
Obiectivelv Verifiable Indicators Means of Verification

1. [reference] Upgraded level of assessment
results of Internal Audit Capacity Model (IA-
CM) in Mongolia: Move up more than one
from Level 2

1) Assessment by BC-RM Dept.
third parties (e.g. WB) and
JICA based on IA-CM
of internal 1) Enacted law and/or regulations
Continued implementation of internal
increase number of |A reports, 1) Assessment at the final JCC

4. Increased number (and/or percentage) of
udited organizations, Certified Internal
Professionals for Public Sector 1) Assessment at the final JCC
(CIAPPS) and Internal Audit Practical
Instructors

1. [reference] Upgraded level of assessment

results of Internal Audit Capacity Model (IA-

CM) in Mongolia: Move up more than one 1) Assesament by BC-RM Dept.
from Level 2 on the Project scope areas in  and/or third parties (e.g. WB) and

IA-CM JICA based on IA-CM
*Level of the other area will be checked in
Overall indicator

2. Continued progresses of actions for

enhancing internal audit and internal 1) The original draft and the draft
auditors in legal framework(e.g. draft laws & bill

regulations, etc.)

3. Increased number of CIAPPS:

1) 200-300 CIAPPSS holders are certified ) A38e8sment at the final JCC

Important Assumptions

1. The Mongolian government will
not change the policy for
hancement of internal audit
which meets international
standards and practices

PM Form 1 PDM (English)

Annex. 3
Version 0.0
Dated June 12, 2014

Achievement Remarks



1. The solution of establishing a more
solid legal foundation of internal audit is
identified.

2. Qualified internal auditor certification
system is introduced.

4-1. Continued implementation of internal
audit using the developed manuals in the
priority areas

4-2 Continued implementation of internal
audit in specialized public organizations:
"XX" (number of IA reports,
recommendations, follow-up)

4-3. [reference] Continued implementation
of ordinary internal audit in the other areas
"XX" (number of IA reports,
recommendations, follow-up)

5. Increased number (and/or percentage) of
audited organizations , CIAPPSs and IAPIs:

XX(niimher and/nr narcentans)

6. Implemented Internal Audit Quality
Assurance systems: 2-3 reports” are made

1-1. Developed working paper(s) on other
countries experiences and appropriate
ootions of enhancina leaal foundation

1-2. Developed concept paper of new legal
framework on internal audit

2-1. Developed CIAPPS examination &
Continuing Professional Education (CPE)
framework documents

2-2. Developed CIAPPS examination &
CPE, learning materials and program

2-3. Continued implementation of CIAPPS
examination and CPE

2-4. Developed registration system of
CIAPPS holders and CPE personal training
records

2-5. Continued implementation of training
for IAPI : "XX(number)" trainings" are
conducted, grades after the trainings,
coverage of government organization
conducted trainings, grades after the
trainings

2-6. Number of IAPI who are deployed at
ministries, local governments and
government agencies is more than "100"

1) IA reports made by using
practical ifiternal audit
manuals(including risk-based
approach) in priority areas

2) |A reports made by using risk-
based internal audit manuals in the
other areas

1) Reports made by International
Audit Quality Assurance system

1) The working paper(s)

1) The concept paper
1) The CIAPPS framework
documents

1) Training schedule,
2) Learning materlals both on
CIAPPS and CPE

1) Result of CIAPPS examination

1) The data base used for
adminlistration

1) The report on trainings

1) Certiflcation documents

2. Any changes in organizational
structures of the Mongolian

government which may affect the
project activities will not happen.

3. A significant reduction of the
necessary budgetary and human
resource allocation and other
institutional arrangements in CPs
as to prevent the project from
proceeding will not happen.
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3. Internal auditors' capacity of
practicing internal audit is further
strengthened.

4. Internal Audit Quality Assurance
system is introduced.

3-1. Demonstrated group ownership and
leadership: 4 working groups lead by C/P

Each group makes 4 activity reports.
(Total:16 activity reports)

3-2. Developed practical internal audit
manuals in priority areas

3-3. Continued implementation of training

for using the manuals in priority area:

"XX(number)" trainings and OJT(On the Job

Training) are conducted

3-4. Developed practical internal audit

manual on specialized public organizations

3-5. Continued implementation of training

for using the manuals on small

organizations: "XX(number)" trainings and
OJT(On the Job Training) are conducted

3-6. [Reference] Continued engagement in

ordinary internal audit with/without
involvement of the JICA Expert team

4-1. Developed quality assurance
framework documents

4-2. Developed quality assurance manuals

(including checklists)

4-3. Developed implementation plans of the

quality assurance activities

4-4. Continued implementation of quality

assurance activities on a plan basis

1) 4 groups are unified in priority
areas,

16 activity reports are submitted
(4groups X 4 audit processes-
preliminary, fieldwork, reporting
fallow.aiiny

1) ihe internal audit manuals for
the designated four priority areas at
least if combleted

1) The reports on trainings

1) The quality assurance framework
documents.

1) The quality agsurance manuals
(including checklists) for both
internal and external quality
controls

1) The implementation plans of the
quallty assurance activities

1) Status report of implementation
plan

2) Monitoring reports after the
quality agsurance activities started

PM Form 1 PDM (Eng!ish)



Activities
The Japanese Side
0-1. Collect basic information on internal
audit (e.g. number of internal audit
conducted, established audit committee
and developed internal audit charter,
and internal auditor in each
organization)
0-2. Conduct self diagnosis based on
IA-CM
on progress
nts of introducing internal
udit practices in Mongolia based on

1-1.Develop a work plan

Japanese Experts:
Auditing (Legal framework)
Auditing (Certification system)
Auditing (Practical training)
Auditing (Quality assurance)

1-2. Collect & analyze other countries
experiences relating to legal foundation
of internal audit and status of internal
auditors

1-3. Identify the appropriate options of - Project coordinator (as necessary)

enhancing legal foundation of internal

audit and internal auditors Local Experts:

1-4. Develop concept paper of possible ~ Others as needed
legal framework based on the activities

1-1~1-3. (NOTE) The way of taking Equipment necessary for the Project

subsequent actions will be decided activities by experts
between BC-RM Dept. and JICA sides  Foreign country study visits
based on the concept paper. In-country seminars / workshops

1-5. [By C/P] Develop original draft of
leaal framework based on 1-4 above
1-6. [By C/P] Develop draft bill of legal

framewnrk based on 1-4 above

2-1. Develop a work plan and set up a
wnrkina arnnn

2-2. Collect & analyze other countries
exoeriences relating to CIAPPS & CPE
2-3. Develop CIAPPS &CPE and |API

framework documents

Conduct on
implementation of CIAPPS & CPE, and
for IAPI

The Mongolian Side

Counterpart staff

Office space for the Project
activities by experts in BC-RM
Dept.

riate space for seminars /
Costs for accommodation, in-

county travel and per-diem for BC-
RM Dept. staff

Pre-Conditions
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2-5. Designate responsible organization
for implementation of CIAPPS & CPE

2-6. Design CIAPPS examination &

7 trainings for CIAPPS

2-9. Develop registration system of
registered CIAPPS holders and CPE

traininn nartirinante rannrdae

2-10 Provide CPE far CIAPPS holders
2-11. Train the IAPIs and its candidates
to acquire practical skills required to
disseminate internal audit

2-12. Certifying candidates who satisfy
necessarv conditions as the IAPIs

3-1. Develop a work plan and set up
working groups I
3-2. Conduct financial planning exercise
on implementation of trainings and OJT

3-3. Develop the internal audit manuals
in priority areas and common manuail for
specialized public organization(e.g. local
governments, schools, hospitals,
customs etc.)

3-4. Conduct training for internal
auditors to use the internal audit
manuals in priority areas and
specialized public organizations

3-5. [By C/P] Continue internal audit
trainings and OJT in other areas which
had been conducted under the Project
phase 1

4-1. Develop a work plan
4-2. Develop first version of check-lists
for quality assurance of internal audit

4-3. Develop an annual plan to conduct
the quality assurance activities.

Cooperation with Mongolian
speaking trainer who has relevant
knowledge and experience
preferably in Project Phase1 and
the IAPIs is necessary to deliver
the training.

Team working with the IAPIs and
its candidates on the ground is
essential and critical in order to
carry out activity 3-3.
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4-4, Train staff for quality assurance of
internal audit using the check lists

4-5. Practice quality assurance activities
and make reports on an activity 4-3 plan
basis

4-6. Develop final version of check-lists
for quality assurance of internal audit




Annex A-2-2

MINUTES OF MEETINGS ON THE SECOND
JOINT COODINATION COMMITTIE ON THE PROJECT FOR CAPACITY

BUILDING OF INTERNAL AUDITING IN MONGOLIA-Phase2

Japan International Cooperation Agency (hereinafter referred to as "JICA") and

Budget Control and Risk Management Department (hereinafter referred to as “BC-RM

Dept.”) of Ministry of Finance of the Government of Mongolia held the Joint

Coordination Committee (hereinafter referred to as "JCC") within the framework of the

Record of Discussions (hereinafter referred to as "R/D") for "Capacity Building of

Internal Auditing in Mongolia-Phase2" (hereinafter referred to as "the Project").

As a result of the discussions, JICA and BC-RM Dept. made the Minutes of

Meetings in order to confirm the mutual understanding and the matters agreed in the

discussions attached hereto.

Mr. Sato
Chief Representative
Mongolia Office

Japan International Cooperation Agency

& A
Mr. Hiroshi Endo
Project Adviser
Project for Capacity Building of Internal
Auditing in Mongolia Phase-2, JICA

Experts Team

Ulaanbaatar, June 12th, 2015

Mr Khurelbaatar
State Secretary, Ministry of Finance of
Mongolia
Mr

Audit, Monitoring &
Eval Budget Control and

Risk Management Dept., Ministry of

Finance of Mongolia



ATTACHED DOCUMENTS

I. The Environment of Internal Audit in Mongolia

The Mongolian and JICA sides have confirmed the current situation of Mongolia with

respect to internal auditing and activities.

II. Progress of the implementation for the first year

(1) Progresses

a. The activities were implemented as initially planned as shown in Annex.1.

b. The study tour to Australia and Korea was conducted.

c. The convention with influential experts was held to formulate the concept
paper.

(2) Achievements

a. The concept paper was developed and will be submitted to the BC-RM Dept. in
June 2015. The bill would be submitted to the Parliament in November 2015
accordingly, under the responsibility of the Mongolian related parties toward

the establishment of Governmental Internal Audit law.

2. Output 2 (CIAPPS &CPE and Internal Audit Practical Instructors )

(1) Progresses

a. The activities were implemented as initially planned as shown in Annex.1.

b. The NGO was officially approved by MOF as an Internal Audit promotional
body for Governmental sectors.

c. Seminars regarding CIAPPS were provided in cooperation with the NGO.

(2) Achievements

a. Qualification System Syllabus and Operational CIAPPS framework were
designed and submitted to the working group for discussion. The exams will be
conducted in June and following months in accordance with this framework.

b. The CIAPPS Exam contents were designed and are ready for use in the actual

€xams.



The first CIAPPS trial exam will be conducted in June 19™. The result will be
informed in September 2015.
3. Outout 3 (Internal Audit Practice and Manuals)

(1) Progresses

a. The activities were implemented as initially planned as shown in Annex.1.

b. OJTs were conducted in the prioritized ministries.

c. Discussions were held among the working group members and the Internal
Auditors. They had shared the concept of the IA manuals and launched to

create the manuals.

(2) Achievements
a. The basis of the Internal Audit manuals was formulated.

(1)Progresses
a. Discussions were held among the working group members to create the first

Quality Assurance check list.

(3) Achievements

a. The first Quality Assurance check list was formulated.

b. The first Quality Assurance activities were conducted according to the checklist.
The NGO analyzed the result and submitted the Internal Audit Quality
assurance reports to the BC-RM Dept. The result will be utilized as feedbacks
to the internal auditors as well as to be reflected to the practical internal audit

manuals.

III. The Project 2" year plan was introduced by BC-RM Dept.
BC-RM Dept. introduced a draft 2™ year activity plan.

Annex:
Annex.1: Annual Plan& Progress

Annex.2: The concept paper for the Governmental Internal Audit Law



Capacity Building of Internal Audit in Mongolia Phase 2 (YR.1)

Annex.1_AnnualPlan &Progress
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Annex.2

Draft

CONCEPT OF DRAFT LAW ON
INTERNAL AUDIT IN GOVERNMENT SECTOR

One. Background and necessity to draft the law
Legislative background

1. The provision 69.1 of Article 69 of Budget law of Mongolia states that “Each
general budget governor shall establish an internal audit unit and employ an internal auditor
aimed at controlling enforcement of legislation, conducting financial inspection of budgetary
assets and liabilities, revenues and expenditures, programs and activities and investment, and
making assessments, evaluations and recommendations and proposing risk management
measures”. However Budget law of Mongolia does not regulate comprehensively relations
between organizations, units and an internal auditors as well as Principles for internal audit
professional practice, establishment of internal audit unit, regulation for appointment of
internal auditors and their rights and responsibilities, which indicate and immediate necessity
for comprehensive legislation and regulation for internal audit activities.

2. As per definition of International Professional Practice Framework (IPPF) by
Institute of Internal Auditors (ITA) “internal auditing as an independent, objective assurance
and consulting activity designed to add value and improve an organization’s operations. It
helps an organization accomplish its objectives by bringing a systematic, disciplined
approach to evaluate and improve the effectiveness of risk management, control and
governance processes." Thus, it is necessary to draft internal audit legislation encompassing
renewed principle for internal audit professional practice, context and objectives adjusting to
the aforementioned international standard in order rationalize its legislative framework to
provide the management with valuable consultancy and information and to develop risk-
based internal audit.

Practical background

1. As per the Cabinet resolution #327 of 2014 named “Measures to be taken for
enforcement of legislation implementation”, the Financial inspection and control function of
General agency for specialized inspection, an Implementing Agency under the authority of
Deputy Prime minister, was shifted under the authority of General Budget Governor and the
Minister of Finance was charged to provide comprehensive professional and methodological
guidance on its activities. Thus, this function, which was responsible for conducting external
audit activities, was shifted to internal audit structure and therefore its role, objectives and
authority shall be regulated by law. By rationalizing “The Internal Audit Statute” ratified by
the Cabinet resolution #129 of 2012, main regulations shall be legalized adjusting to the
international standard, the framework will be established for internal audit function to be
implemented based on legislative ground.



2. Looking at best practices of successful implementation of internal audit function
around the world, internal audit has developed as an institution which plays an important role
for risk management of organization as well as to enhance its value.

Current standings of our country with no established internal audit structure results in
situations where risks and violations occur due to lack of establishment of optimal and
effective structure for good governance and risk management, deficiency in preventive
measures to avoid risks and violations as well as void of technical and legislative groundings.
In due course, the situations prevail where damages and violations are only detected after it’s
occurred.

In order to enhance effectiveness of control and assurance, objectives shall be directed
to prevent failures and risks beforehand and internal audit function shall be developed in par
with applied standard.

It has been over two years since internal audit units have been established at (....)
ministries, agencies, local governments and authorities as well as state and local government
owned and/or state and local government predominantly owned entities. Within this period,
internal audit units adhered to “Internal Audit Statute” ratified by the Government, evaluated
operations of organizations, provided conclusion and advisory to the management and took
measures directed to improve risk management of organizations. Based on the study among
internal audit units and internal auditors performing activities in Mongolia, internal audit
units and internal auditors under the authority of General Budget Governor perform their
duties comparatively independently and work towards preventing risks of organization,
improving control system and providing necessary information for General Budget
Governors as well as influence on enhancing organization’s value substantially; however, the
majority of whom enrolled in the study concluded that following problems are still existent
such as internal audit units have not been established for all General Budget Governors and
internal audit legal groundings have not been stipulated; also they stated that continues
professional training and reward system for internal auditors need to be established.

Based on these conditions it is concluded that the “Law on internal audit in
Government Sector” ought to be drafted in order to establish legal environment for internal
audit function and to rationalize its activities.

Two. General structure of draft law, regulation and framework
Draft law shall regulate following relations, such as:

1. Legal background, main principle, objectives and framework of internal audit
activities in government sector;

2. Internal audit function and main methodology of its operation;

Internal audit framework, structure and establishment;

4. Establishment of internal audit unit and regulation on appointment and dismissal of
auditors;

5. Rights and responsibilities of internal auditor; guarantee on their independence and
authority; liabilities and prohibited actions for internal auditors;

6. Planning and reporting of internal audit activities;

(8]



Responsibilities and liabilities of budget governors, head of government organizations
with regards to implementation of recommendations based on evaluation and advisory
of internal audit;

Rights of State Central Governing body responsible for internal audit matters;
Liabilities for violating internal audit law.

Draft law has 6 Chapters and 20 Articles. Draft law embodies following renewed

fundamental regulations:

1.

2.

Objectives of Law on “internal audit” are stipulated as an independent Article.

Definition of “internal audit” is legalized. Internal audit refers to independent,
objective assurance and consulting activity designed to add value and improve
organization’s operations;

Internal audit operations shall follow national and international standard. Mission,
status, rights and authority, regulation on reporting as well as liability of internal audit
function shall be specified in the rule of internal audit unit ratified by the
corresponding organization.

Draft law will encompass following fundamental requirements for internal audit:
1/ rule of law,

2/ independence,

3/ objectivity,

4/ confidentiality,

5/ professionalism.

Structure and methodology for internal audit assurance services are encompassed in
the draft law. Assurance audit service is directed to perform objective examination of
evidences for the purpose of providing an independent assessment on governance, risk
management, and control processes, which will be conducted in different contexts
such as financial, performance, compliance, system’s security and pre-study and so on.

Context, structure and methodology of advisory services of internal audit are
encompassed in the draft law. Scope and characteristics of advisory audit services are
negotiated with the Client. Advisory audit services are directed towards services and
activities intended to improve operational effectiveness and efficiency and add value
to an organization's governance, risk management, and control processes as well as
advice, counsel and facilitate trainings towards maximization of enterprise value and
other related services. Head of the internal audit unit shall not be responsible for
resolution of existing risks.

Fundamental issues of internal audit are defined and stated in the draft law, which are:
a) evaluation of effectiveness of risk management of organization and advice for
improvement; b) evaluation of effectiveness of control processes of organization and
advice for improvement; c¢) evaluate governance processes of organization and advice
for improvement.

Eligibility criteria for internal auditors are legalized such as an internal auditor shall
be a citizen of Mongolia with a Bachelor’s or above degree and be certified with “1st

3



10.

11.

12.

Grade Certificate for Internal Auditor for Government Sector” by enrolling in 1st
grade professional preparation training course for internal auditors in public sector
and passing corresponding examination; and Chief Audit Executive shall possess
Master’s and above Degree with not less than three years of professional experience
and be certified with “2nd Grade Certificate for Internal Auditor for Government
Sector” by enrolling in 2nd grade professional preparation training course for internal
auditors in public sector and passing corresponding examination.

General structure of internal audit stipulating where with which structure an internal
audit unit will operate is defined in the draft law. For example, internal audit is
applicable for public and local organizations budgeted by the Government as well as
state and local government owned and/or state and local government predominantly
owned entities and so on. When yearly allocated budget is above ... MNT, an
independent internal audit unit shall be established at the following organizations such
as the President’s Office, Secretariat of State Great Khural, Cabinet Secretariat Office,
the Office of Constitutional Court of Mongolia, the Office of Supreme court of
Mongolia, General Council of Courts, The State General Prosecutors’ Office of
Mongolia, Independent Authority against corruption, Organizations which report
directly to the State Great Khural, Central administrative body, Government
regulatory and implementing agencies and Aimak, soum, district Governors’ and city
mayor’s office. In the draft law it stated that Cabinet shall decide on establishment of
internal audit unit for the other organizations based on organization’s allocated budget.
Moreover, if organizations obliged to establish internal audit unit have no capacity of
establishing independent internal audit unit, they can either institute shared audit
services among several other entities or could get audit services by an independent
entity providing internal audit services on the basis of contract. Draft law states that
state or provincial government owned or state and provincial government
predominantly owned entities could establish internal audit unit with its Board
approval. Management of the organization shall embody Audit Committee in the
organizational chart. Draft law stipulates the regulation on establishing Audit
Committee, statute of which will be ratified by Audit Committee itself. Detailed
Statute on internal audit unit and Audit Committee shall be ratified by the Cabinet.

Recommendations based on audit results will be presented to the management of
organization and management and budget governor of corresponding level are obliged
to discuss recommendations and solve within its authority as per the draft law.

Draft law regulates the following aspects such as rights and responsibilities of internal
auditors, their direct reporting line with the head of the organization in order to have
access and support to internal data, get detailed description by an employee and to run
operations and methodology for reassuring audit results. Draft law also embodies
regulations with regards to prohibited actions as well as limitation of operational
activity. FEthical Standard will be approved and enforced by State Central
Administrative Body responsible for Finance and Budget.

As per the draft law, State Central Administrative Body responsible for Finance and
Budget be responsible for following actions under its full power such as providing
comprehensive professional and methodological guidance on internal audit activities,
enforcing General Practice Guideline for internal audit, planning and ratifying
development strategy for internal audit in government sector, ratifying National
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13.

standard for internal audit and/or passing a decision to follow international standard
for internal audit nationally, developing continues professional training plan for
internal audit and organizing its implantation, developing 2 grade training program for
preparation of internal auditors in government sector, ratifying regulation for its
organization and its payment, organizing its implementation with help of professional
organization, granting internal audit certification, developing and keeping registry of
data base for internal auditors, ratifying regulation for quality reassurance of internal
audit activities and organizing its implementation as well as cooperating with other
international institutions responsible for internal audit activities.

Draft law embodies regulations with regards to liabilities for persons violating the
Law on internal audit such as persons who avoid internal audit activities, refuse
and/or hinder presenting necessary documentations, provide false information,
practice external influence on internal audit activities and intrude in its activities shall
be penalized, resigned from its position and be charged with other liabilities specified
in the draft law.

Three. Social, economic and legal impact after ratification of draft law and resolution

measures for implementation:

Ratifying draft law will have following social and economic impacts, such as

L.

Comprehensive legislative regulation for internal audit activities will be legalized and
condition precedent will exist for internal audit structure to develop as per the
international standard.

Risk management and operational management in government sector will be
supported efficiently.

Not only General budget governors will get assurance from internal auditors for their
operations but also they will operate in a legal environment where by implementing
recommendations provided by internal auditors, imminent risks could be mitigated.

Violations detected by external audit will be reduced and factors influencing
violations will be eliminated.

Un-utilized resources in government sector operations will be identified and utilized
towards enhancement of value..

Ratification of this draft law won’t have any budgetary pressure. The existing
structure, human resource and budget allocated for financial control and supervision
function under General agency for specialized inspection would be shifted and
regulated to establish internal audit framework.

Four. Correspondence of the draft law with Constitution and other laws of Mongolia
and necessary changes to be made in existing law or drafting new laws for enforcement

of law implementation



Law draft does not conflict with Constitution and other laws of Mongolia. With
regards to this draft law some amendments will be made in Audit Law, Budget Law, State
inspection law and State and local property law of Mongolia respectively.
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MINUTES OF MEETING
ON
THE FOURTH JOINT COORDINATION COMMITTEE
ON
THE PROJECT FOR CAPACITY BUILDING OF INTERNAL AUDITING
IN MONGOLIA-PHASE 2

Japan International Cooperation Agency (hereinafter referred to as "JICA") and
Budget Control and Risk Management Department (hereinafter referred to as “BC-RM
Dept.”) of Ministry of Finance of the Government of Mongolia (hereinafter referred to
as "MOF") held the Joint Coordination Committee (hereinafter referred to as "JCC")
Meeting as stipulated in the framework of the Record of Discussions (hereinafter
referred to as "R/D") for "Capacity Building of Internal Auditing in Mongolia-Phase 2"
(hereinafter referred to as "the Project").

As a result of the discussions, JICA and BC-RM Dept. made this Minutes of
Meeting in order to confirm the mutual understanding and the matters agreed in the

discussions attached hereto.

Ulaanbaatar, April 8th, 2016

Mr. Mutsumi Sato Mr. Gantsogt Khurelbaatar
Chief Representative State Secretary, Ministry of Finance of
Mongolia Office Mongolia
Japan International
%ﬁ / «wr—
Mr. Kenji Mr. Ganbat Batkhuu
Acting Chief Adviser Director, Budget Control and Risk

Project for Capacity Building of Internal =~ Management Department, Ministry of
Auditing in Mongolia Phase-2, JICA Finance of Mongolia
Experts Team



I. Changes in the Structure of the Project

Mongolian side informed and explained to JCC members two major changes in the

structure of the Project.

1. Starting December 2015, Mr. Kenji Sawami has taken over the position of Mr.
Hiroshi Endo as Acting Chief, due to the latter’s health issues.

2. Internal audit regulation was amended in December 2015 and provisions on

financial inspection were added.

II. The work of BC-RM Dept. and Current Plan and Future Strategy of internal
audit including financial inspection service in Mongolia

Mongolian side explained about amendment of internal audit regulation in which
provisions on financial inspection was newly added and described the Ministry’s future
policy on this issue (Annex 1). A memo of the discussions is attached as Annex 1.1.

As a result, JICA understood the necessity of state financial inspector’s role and
authority as internal audit in Mongolia is regarded relatively low among public sectors.
JICA’s understanding is based on BC-RM’s intention that they will continue to strive to
introduce IIA Type Internal Audit.

II1. Mongolia’s Request for extra-budgetary training for Internal Auditors
Mongolian side explained the importance of conducting extra-budgetary training in the
area of Internal Audit theory and methodology that are recommended by Institution of
Internal Auditor (IIA). Mongolian side requested JICA to bear the cost for the training.
JICA agreed with this request and shall coordinate with the Project team to conduct the
training.

Moreover, Mongolian side is planning to conduct one training activity in rural area as
well as one joint training activity for the specialists at the Internal Auditing Units of

public institutions in May and June 2016 respectively.

IV. Proposed Revision of Indicator of Output 2 in the Project Design Matrix
The Project team proposed revision of Indicator of Output 2 in PDM and the Plan of
Operation due to the reasons stated in Annex 2(B). As a result of discussions, JCC

members adopted the revised PDM and the revised Plan of Operations.
V. Proposed Actions Towards the Next JCC (Action Plans)

As a result of discussions above, both sides agreed on the Action Plans listed below so

as to jointly make efforts to achieve the Project Purpose.
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1)

2)

3)

Finalization and launching of the Practical Manuals of Output 3 to targeted public
institutions.

Preparation of Quality Assurance Activities of Output 4 by selecting the public
institutions in rural area and its schedule.

Preparation of budget for the Project activity for the next financial year and years to
follow during the Project period.

Both sides also agreed that the next JCC meeting will be held at the end of June 2016.

VI. Others

D

2)

3)

4)

5)

Mongolia side agreed that BC-RM Dept. will identify and notify JICA and the
Project Team the progress of the second draft bill of Internal Audit Law. (Annex 4)
Mongolia side agreed that BC-RM Dept. will notify JICA and the Project Team in
writing if anything arises to amend the draft bill. (Annex 4)

Mongolia side agreed that BC-RM Dept. will make its best effort to sustain the
Project activities for continuous improvement of Internal Audit operations in public
sectors.

For example, staffs of BC-RM Dept. shall accompany the Project Team when OJT
is conducted at Ministries in order to acquire skills and methods and eventually be
able to provide training and advices on their own for other internal auditors.

Both sides confirmed that BC-RM Dept. will try to strategically adopt higher level
of Internal Audit Methodology in Public Sectors as recommended by IIA Global.

It was noted by JICA that the scope of the Project is limited to building the capacity
of Internal Auditors as recommended by ITA.

Annex:

Annex 1: Discussion Memo on financial inspection activities
Annex 1.1 Discussion Memo of Agenda #3 in JCC

Annex 2: Revised Project Design matrix

(including “Explanation Memo of Revised Project Design

matrix” and “PDM revision summary table™)

Annex 3 Revised Plan of Operations

Annex 4:

Second Draft Bill of Internal Audit Law
(including concept paper and amendments to related laws)



Annex]1

Discussion Memo

[(History])

» Previously, the roles & functions between "Financial Inspections”, exercised by the State Inspection Agency
(SIA) and "External audit" conducted by the National Accounting Office had not been clearly stated. Therefore
there was some discussion regarding terminating financial inspections by State Inspection Agency. As a result,
in November 2014, they eliminated the financial inspection department of the SIA and integrated those
personnel and their rights with the Internal Audit departments into other Ministries.

At the same time, in November 2014 in the Ministry of Finance, approximately. 12 financial inspectors from
the State Inspection Agency were moved to the Budget Control and Risk Management Department (hereinafter,

BC-RM Dept.)

»  In December 2015, the Internal Audit Charter was revised by decision of Mongolian Cabinet. As a result,

Financial Inspections are included in the scope of Internal Audit in the Internal Audit Charter.

The points revised are;
®  Practices of the financial inspection are defined in the Charter.
® The Internal Auditor is qualified as State Financial Inspector as well as Chief inspector.
@ The Minister of Finance is the Chief State Financial Inspector who has appointment rights for State
Financial Inspectors.

State Financial Inspectors have the authority to determine the facts against law violators

1. Conclusion
I. BC-RM Dept. will include Financial Inspection in the Internal Audit practice.
The Mongolian Government will continue to introduce the IIA-recommended risk
based Internal Audit.
II. The officials of BC-RM Dept. are all planned to be Internal Auditors, which results in

the fact that they will foster qualified internal auditors as well as Financial Inspectors.

v" In the new budget law, there are provisions as following, as a legal basis that asserts to include the
Financial Inspection to Internal Audit.

(§4.1.49)
The Internal Audit is to conduct the activities of internal control that provides risk management in order to
ensure that budget is being used properly and effectively.
(§69.1)
The Budget Executive Officer (Minister) shall establish a department for conducting financial inspections
and related advisories. In addition, Internal Auditors are able to exercise the authority as Financial
Inspectors.

(2011) In detail, the Minister shall manage compliance and implementation of inspections for
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budget, debt, payment, revenue, expenditure, project implementation, and investment, so as to evaluate and
provide recommendations by assigning Internal Auditors who can offer risk management. The Budget

Executive Officer is able to establish a department to make conclusions and recommendations.

I. BC-RM Dept. will include Financial Inspection in Internal Audit practice. The
Mongolian Government will continue to introduce IIA-recommended risk based
Internal Audit.

BC-RM Dept. will promote Internal Audits in compliance with the IPPF, as well as continue to practice
Financial Inspections under the new Budget Law.

Internal Audits will be conducted with the IIA-recommended risk based approach (hereafter “IIA Type
Audit”), meanwhile Financial Inspections are intended to check compliance of budgetary policy or other
regulations. Therefore the latter is considered a part of the former, which means, for example, Financial
Inspections are only one part of the financial area among the other activities in Education, Medical or
Agriculture.

Under the current situation of the Mongolian Government & Agencies, it may not be considered the best
option to conduct only ITA Type Audit for the purpose of enhancing the governance culture of the organization,
because currently the Internal Auditors doen’t have strong authority for enforcing the remediation plan after
filing the internal control weaknesses, nor do they have any rights to access all evidence necessary for
conducting further investigations in case of exposure of fraud. Therefore it is considered effective to enforce
the remediation plan or submission of relevant evidence, if the financial inspectors are granted to exercise such
rights.

The rights granted to financial inspectors is such that they can identify the evidence of exposed fraud, as
well as to identify the documentary evidence for evaluating the amount of money which was illegally obtained
through embezzlement, etc. in order to claim compensation from the suspects. In other words, they are able to
punish those who committed financial fraud with a defined compensative amount. This is only the ability to
indicate what action is needed in the future, unlike others such as criminal or administrative penalties.

Therefore, in order to prevent the abuse of rights, the BC-RM Dept. is planning to set up a database to
monitor if inspections are implemented properly. Further, they are also considering a mechanism to maintain
the fairness of their punishment, which is listed as one of the qualification outline for financial inspectors, in
which the financial inspectors are also punished in cases of negligence, such as errors in evaluating the
reimburse amount or occurrence of post-frauds.

In technical aspects for internal audit, it is also possible to outsource the internal auditors (except for
specific area, such as the medical field or else). However, in the financial sector overseeing Governmental
budget execution, it appears difficult to outsource, so the inspectors are considered necessary as financial
inspection experts.

Regarding the implementation of these practices, an Internal Audit and Financial inspection are planned to
be conducted together in 2016. However, field work may be exercised together separately (at times in one team,
but with separate responsible persons.) Therefore it should be understood that the are all Internal

Auditors.



II The officials of BC-RM Dept. are all planned to be Internal Auditors, which results

in the fact that they will foster qualified internal auditors as well as Financial Inspectors.
For further promotion to establish the foundation of IIA Type Audit, we will continue to build training
programs to foster auditors who meet the skill sets of developing risk-based audits and designing optimized
Internal Controls. We will also invite trainees who have the title of Financial Inspectors to these courses. Our
major target in years to come is that we can introduce the CGAP test provided by the IIA in Mongolia. For
now until the achievement of our target, we believe that we must cooperate with BC-RM Dept., the 1IA

Mongolia and other NGOs, to provide training on internal auditing (including CPEs).

Thank you so much.
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Annex 1.1

iscussio e oofAgen a#31 JCC

JCC members including the representatives of Ministry of Justice, Ministry of Health & Sports, Ministry

of Agriculture and Ministry of Finance had a discussion regarding following issues.

1. Technical Cooperation of Internal Audit

In Nov 2014, Financial Inspectors were transferred from SIA to respective Mongolian Government
institutions and most staffs belong to IA&ME. However, almost all of them have professional skills with
Financial Inspection but didn’t have the knowledge, experience and skills of IIA-type internal audit such
as Risk Management, Control and Governance Management. As a result, they haven’t managed to operate
a high-quality internal audit.

Internal Audit Charter was revised in Dec 2015 and the positive point is that it is clearly stated that
Financial Inspections are included in the scope of Intermal Audit operations. On the other hand, State
Financial Inspectors are empowered with the authority again but they need to obtain the skills of IIA-type

Internal Audit as well as operating Financial Inspection.

Project Team will provide the training and OJT along with existing Internal Auditor as well as newly
assigned Internal Auditor former Financial Inspectors as a subject of JICA technical cooperation project
of capacity building for IIA-type. At the same time, JICA and Project Team will consider to conduct the
training and OTJ of more high level of quality Internal Audit skills.

2. Work Environment of Internal Auditor

In the revised Internal Audit Charter, Internal Auditors are required to have master degree in a certain
majors such as economics, accounting and finance etc. and be experienced for more than 5 years.
However, long service for the certain period of time is difficult because employee rotation is very
frequent. Therefore, this condition has currently become a non-binding target.

Furthermore, there isn’t preferential treatment for the “Government Internal Auditor” in the salary table in
Mongolian Officials and even for those who obtained international standard IIA-type skills are not
eligible to receive any allowance whereas the Internal Auditors who have Financial Inspector certification
receive the allowance. As a result, Auditors with Financial Inspector certification are paid better than
those with IIA-type Internal Auditor skills.

It is necessary for the Mongolian Government to improve the work environment of Internal Auditors who

are working in the Mongolian Public Sectors.

3. Training for Internal Auditor

Ministry of Finance proposed to conduct further trainings in Mongolia as well expressed wish to attend
seminars and workshops in Japan, or the other country if seminars and workshops in Japan is not
available, in order to learn and gain further skills on “Internal Auditing manual and quality assurance”.
JICA responded that further discussion including the necessity of the oversea trainings will be necessary
at the next JCC meeting.

Overall, we came to a conclusion among participants that our goal is to ITA-type Internal Audit in

the future.

Thank you so much.



Project Title: Capacity Development Project for Internal Audit Phase 2

Implementing Agency: Ministry of Finance, Mongolia

Target Group: Ministry of Finance, Central Government Ministries and Local Governments
Period of Project: Three Years (Tentatively From 2014/09 To 2017/08)

Project Site: Mongolia
Narrative Summary
Overall Goal
The Mongolian governmental internal
auditors are able to conduct internal

audits in a2 more sustainable
environment

Project Purpose

The Mongolian government
establishes a more solid framework
of internal audits in accordance with
the Strategic Plan 2014-16.

1 The solution of establishing a
more solid legal foundation of
internal audit is identified

2 Qualified intemal auditor
certification system is
introduced.

Internal auditors' capacity of
internal audit is
strengthened

Internal Audit is improved

Model Site: N.A.
Objectively Verifiable Indicators

1 [reference] Upgraded level of assessment results of Tnternal Audit Capacity Model (IA-CM) in
Mongolia: Move up more than one from Level 2

2. Established legal framework of internal audit
3 Continued implementation of intemnal audit: increase number of [A reports, recommendations,
follow-up

4. Tncreased number (and/or percentage) of audited organizations,Internal Auditor Professionals
for Public Sector (IAPPS) and Internal Audit Practical Instructors (IAPI)

1 [reference] Upgraded level of assessment results of Internal Audit Capacity Model (IA-CM) in
Mongolia: Move up more than one from Level 2 on the Project scope areas in [A-CM
*Level of the other area will be checked in Overall goal indicator

2. Continued progresses of actions for enhancing internal audit and internal auditors in legal
framework(e g. draft laws & regulations, etc.)

3 Increased number of IAPPS:
1) 100 IAPPSs training participators

4-1. Continued implementation of internal audit using the developed manuals in the priority areas
4-2 Continued implementation of intemal audit in specialized public organizations: "16" (number
of [A reports, recommendations, follow-up)

4-3. [reference] Continued implementation of ordinary internal audit in the other areas "8"
(number of [A reports, recommendations, follow-up)

5 Increased number (and/or percentage) of audited organizations , IAPPSs and TAPTs:
100(number and/or percentage)

6. Implemented Intemal Audit Quality Assurance systems: 2-3 reports” are made

Objectively Verifiable Indicators

1-1. Developed working paper(s) on other countries experiences and appropriate options of

anhancinoe lanal fanndatioan

1-2 Developed concept paper of new legal framework on intemal audit

2-1. Developed IAPPS trial test & Continuing Professional Education (CPE) framework
documents

2-2. Developed TAPPS trial test & leaming materials and program

2-3 Continued implementation of TAPPS trial test and pre-test training

2-4 Developed IAPPS participators and personal other training records

2-5. Continued implementation of training for IAPI : "5" trainings" are conducted, grades after the
trainings, coverage of government organization conducted trainings, grades after the trainings

2-6. Number of IAPI who are deployed at ministries, local governments and government agencies
is more than "100"

3-1. Demonstrated group ownership and leadership: 4 working groups lead by C/P. Each group
malac 4 activity renarte (Tatal- 16 activity ranarte)

3-2. Developed practical internal audit manuals in priority areas

3-3. Continued implementation of training for using the manuals in priority area: "40" trainings
and OJT(On the Job Training) are conducted

3-4 Developed practical internal audit manual on specialized public organizations

3-5 Continued implementation of training for using the manuals on small organizations: "10"
trainings and OJT(On the Job Training) are conducted

3-6 [Reference] Continued engagement in ordinary internal audit with/without involvement of the
JICA Expert team
4-1 Developed quality assurance framework documents

4-2 Developed quality assurance manuals (including checklists)

4-3. Developed implementation plans of the quality assurance activities

4-4. Continued implementation of quality assurance activities on a plan basis

Means of Verification

1) Assessment by BC-RM Dept and/or third parties
(e g. WB) and JICA based on IA-CM

1) Enacted law and/or regulations

1) Assessment at the final JCC

1) Assessment at the final JCC

1) Assessment by BC-RM Dept. and/or third parties
(e g. WB) and JICA based on [A-CM

1) The original draft and the draft bill

1) Assessment at the final JCC

1) IA reports made by using practical internal audit
manuals(including risk-based approach) in priority
areas

2) IA reports made by using risk-based internal
audit manuals in the other areas

1) Reports made by International Audit Quality
Assurance system

Means of Verification
1) The working paper(s)

1) The concept paper

1) The [APPS framework documents

1) Training
2) Learning materials on IAPPS

1) Result of IAPPS trial test
1) The participators and pesonal records for

administration

1) The report on trainings

1) Certification documents.

- Procedure guidance

1) 4 groups are unified in priority areas,

16 activity reports are submitted (4groups X 4 audit
processes-preliminary, fieldwork, reporting follow-
i

1) The internal audit manuals for the designated
four priority areas at least if completed

1) The reports on trainings

1) The quality assurance framework documents.

1) The quality assurance manuals (including
checklists) for both internal and external quality
controls

1) The implementation plans of the quality
assurance activities

1) Status report of implementation plan
2) Monitoring reports after the quality assurance
activities started

‘The Moneohan Nide

Important Assumptions

1. The Mongolian government will not
change the policy for enhancement of
internal audit function which meets
intemational standards and practices

2. Any changes in organizational
structures of the Mongolian

government which may affect the
project activities will not happen

3 A significant reduction of the
necessary budgetary and human
resource allocation and other
institutional arrangements in CPs as to
prevent the project from proceeding
will not happen.

Important Assumptions

Pre-Conditions

1. Collect basic information on internal audit (e.g. number of intemal audit conducted,
audit committee and developed internal audit charter, and internal auditor in
organization)

Conduct self diagnosis based on IA-CM

0-3 Hold discussions on progress and achievements of introducing intemal audit
practices in Mongolia based on activities 0-1 & 0-2

1- a
1-2. Collect & analyze other countries experiences relating to legal foundation of
intemnal audit and status of internal auditors

1-3. Identify the appropriate options of enhancing legal foundation of intemal audit and
internal auditors

1-4 Develop concept paper legal framework based on the activities 1-1~1-
3 (NOTE) The way of taking subsequent actions will be decided between BC-RM
and JICA sides based on the concept paper

1-5. [By C/P] Develop original draft of legal framework based on 1-4 above

1-6 [By C/P] Develop draft bill of legal framework based on 1-4 above

nne
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2-1. Develop a work plan and set up a working group

2-2. Collect & analyze other countries experiences relating to CIAPPS & CPE

2-3. Develop IAPPS &CPE and IAPI framework documents

2-4. Conduct financial planning on implementation of IAPPS & pre-test training, and
training for TAPT

2-5. Designate responsible organization for implementation of IAPPS & CPE

2-6. Design IAPPS trial test & pre-test training contents

2-7. Conduct trainings for IAPPS candidates

2-8. Conduct IAPPS trial test

2-9. Develop registration system of registered [APPS participators and training
participants records

2-10. Support providing training for IAPPS

2-11. Train the IAPIs and its candidates to acquire practical skills required to
disseminate internal audit

2-12. Certifying candidates who satisfy necessary conditions as the IAPIs

3-1. Dev;]o-p—a;vork plan and set up working groups

3-2. Conduct financial planning exercise on implementation of trainings and OJT

3-3. Develop the internal audit manuals in priority areas and common manual for special

3-4. Conduct training for internal auditors to use the internal audit manuals in priority
areas and specialized public organizations

3-5. [By C/P] Continue internal audit trainings and OJT in other areas which had been
conducted under the Project phase 1

4-1. Develop a work plan

Cooperation with Mongolian speaking
trainer who has relevant knowledge and
experience preferably in Project Phasel
and the IAPIs is necessary to deliver
the training,

Team working with the TAPTs and its
candidates on the ground is essential
and critical in order to carry out activity|
3-3.

4-2. Develop first version of check-lists for quality assurance of intemal audit

-

4-3. Develop an annual plan to conduct the quality assurance activities.

4-4. Train staff for quality assurance of intermmal audit using the check lists.

4-5. Practice quality assurance activities and make reports on an activity 4-3 plan basis

4-6. Develop final version of check-lists for quality assurance of internal audit

o~




Annex-2(B)
Explanation Memo of Revised Project Design matrix

1. Back ground for Revision of PDM

IIA Global has certified officially IIA Mongolia, which has been established by MOF and Project team as
part of the project. This indicates that Mongolian original certification framework for Internal Audit in
Public Sector could not be introduced by using ITA Mongolia as a Mongolian original system, because 1A
Mongolia have to strictly comply with IIA-Global regulations which is stated that certification shall be
issued by only named under IIA-Global. And MOF agreed to operate the certification system under
IIA-Global system.

Under this situation, MOF and Project Team recognized the inconsistency between actual situation and the
Project Purpose, output and activities which are stated in PDM and PO of the Project.

Project Team revised PDM and PO as attached with “Changing before and after sheet”

2. Major Changes

See revised Project Design Matrix and PDM revision summary table

3. New Terminology definition
» IAPPS:
Internal Auditor Professionals for Public Sector (IAPPS) is the person who meets all conditions that;
1) Who has basic knowledge and skills of Intemmal Audit system introduced by IIA through sitting

specified trainings and scoring on the trial test which are coordinated by MOF.

2) Who has an intention of improvement their knowledge and skills for Internal Audit system
introduced by IIA, for example, to become a candidate for taking examination under I1A-Global
certification such as CIA (Certified Internal Auditor), CGAP (Certified Government Auditing
Professional), IAP (Internal Audit Practitioner), CCSA (Certification in Control

Self-Assessment) etc.

»  Trial Test:

Trial Test is the test which is to confirm of learning level for the participant of Pre-test Training
coordinated by MOF which is for Internal Auditors in public sectors to become IAPPS after completion
of participation as part of activities in output 2 of this project.

The content of Pre-test training is similar to the Part 1 of CIA developed by I1A- Global.

»  Pre-test Training

Pre- test training is the specific training coordinated by MOF and provided before Trial Test which is

for Internal Auditors in public sectors to become IAPPS after completion of participation as part of
et activities in output 2 of this project.

The content of Pre-test training is similar to the Part 1 of CIA developed by IIA- Global.
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<P M revision s

Narrative

No Summarv

1 Overall goal

Project
2

Purpose
3 Outputs
4 Activities

table >

Before

Objectively Verifiable Indicators

4. Increased number (and/or percentage) of audited
organizations, Certified Internal Auditor Professionals
for Public Sector (CIAPPS) and Internal Audit Practical
Instructors (TAPD

3. Increased number of CIAPPS:

1) 100 CIAPPSs holders are certified
5. Increased number (and/or percentage) of audited

organizations, CIAPPSs and IAPIs: 100(number and/or

percentage)
2-1. Developed CIAPPS examination & Continuing

Professional Education (CPE) framework documents

2-2. Developed CIAPPS examination & CPE, learning
materials and program

2-3. Continued implementation of CIAPPS examination
and CPE

2-4. Developed registration system of CIAPPS holders
and CPE personal training records

2-3. Develop CIAPPS &CPE and IAPI framework
documents

2-4. Conduct financial planning on implementation of
CIAPPS & CPE, and training for IAPI

2-5. Designate responsible organization for
implementation of CIAPPS & CPE

2-6. Design CIAPPS examination & CPE contents
2-7. Conduct trainings for CIAPPS candidates

2-8. Conduct CIAPPS examination

2-9. Develop registration system of registered CIAPPS
holders and CPE training participants records

2-10. Provide CPE for CIAPPS holders

Annex-2(C)

Means of verification
(after revise)

After

4. Increased number (and/or percentage) of audited
organizations, Internal Auditor Professionals for Public
Sector (IAPPS) and Internal Audit Practical Instructors

(TAPD
3. Increased number of IAPPS:

1) 100 IAPPSs training participators
5. Increased number (and/or percentage) of audited

organizations, IAPPSs and IAPIs: 100(number and/or
percentage)

2-1. Developed IAPPS trial test & Continuing 1) The IAPPS framework
Professional Education (CPE) framework documents documents
.. 1
2-2. Developed IAPPS trial test & learning materials and b Tra1n1_n g SChedl.l ©
2) Leaming materials on
program IAPPS

2-3. Contlr%uf:d implementation of IAPPS trial test and 1) Result of IAPPS trial test
pre-test training
1) The participators and
pesonal records for

administration

2-4. Developed IAPPS participators and personal other
training records

2-3. Develop IAPPS &CPE and IAPI framework
documents

2-4, Conduct financial planning on implementation of
IAPPS & pre-test training, and training for IAPI

2-5. Designate responsible organization for
implementation of IAPPS & CPE
2-6. Design IAPPS trial test & pre-test training contents

2-7. Conduct trainings for IAPPS candidates
2-8. Conduct IAPPS trial test

2-9. Develop IAPPS participators and other training
participators records

2-10. Support providing training for IAPPS

1) Assessment at the final JCC

1) Assessment at the final JCC



Reviesed Plan of Operation (Based on Monitoring Sheet II)

Project Title: Capacity Development Project for Internal Audit Phase 2

(Annex-3)

. |Project 1st Year (2014) |Project 2nd Year (2015) |Project 3rd Year (2016) |
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Unofficial Translation Annex-4(A)

Draft-4 2016-03-01

CONCEPT OF DRAFT LAW ON
INTERNAL AUDIT IN GOVERNMENT SECTOR

One. Background and necessity to draft the law
Legislative background

1. The provision 69.1 of Article 69 of Budget law of Mongolia states that “Each
general budget governor shall establish an internal audit unit and employ an internal auditor
aimed at controlling enforcement of legislation, conducting financial inspection of budgetary
assets and liabilities, revenues and expenditures, programs and activities and investment, and
making assessments, evaluations and recommendations and proposing risk management
measures”. However Budget law of Mongolia does not regulate comprehensively relations
between organizations, units and an internal auditors as well as Principles for internal audit
professional practice, establishment of internal audit unit, regulation for appointment of
internal auditors and their rights and responsibilities, which indicate and immediate necessity
for comprehensive legislation and regulation for internal audit activities.

2. As per definition of International Professional Practice Framework (IPPF) by
Institute of Internal Auditors (IIA) “internal auditing as an independent, objective assurance
and consulting activity designed to add value and improve an organization’s operations. It
helps an organization accomplish its objectives by bringing a systematic, disciplined
approach to cvaluate and improve the effectiveness of risk management, control and
governance processes.” Thus, it is necessary to draft internal audit legislation encompassing
renewed principle for internal audit professional practice, context and objectives adjusting to
the aforementioned international standard in order to rationalize its legislative framework to
provide the management with valuable consultancy and information and to develop risk-
based internal audit.

Practical background

1. As per the Cabinet resolution #327 of 2014 named “Measures to be taken for
enforcement of legislation implementation”, the Financial inspection and control function of
General agency for specialized inspection, an Implementing Agency under the authority of
Deputy Prime minister, was shifted under the authority of General Budget Governor and the
Minister of Finance was charged to provide comprehensive professional and methodological
guidance on its activities. Thus, this function, which was responsible for conducting external
audit activities, was shifted to internal audit structure and therefore its role, objectives and
authority shall be regulated by law. By rationalizing “The Internal Audit Statute” ratified by
the Cabinet resolution #129 of 2012, main regulations shall be legalized adjusting to the
international standard, the framework will be established for internal audit function to be
implemented based on legislative ground.
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Unofficial Translation

2. Looking at best practices of successful implementation of internal audit function
around the world, internal audit has developed as an institution which plays an important role
for risk management of organization as well as to enhance its value.

Current standings of our country with no established internal audit structure results in
situations where risks and violations occur due to lack of establishment of optimal and
effective structure for good governance and risk management, deficiency in preventive
measures to avoid risks and violations as well as void of technical and legislative groundings.
In due course, the situations prevail where damages and violations are only detected after it’s
occurred.

In order to enhance effectiveness of control and assurance, objectives shall be directed
to prevent failures and risks beforehand and internal audit function shall be developed in par
with applied standard.

It has been over two years since internal audit units have been established at all
ministries, agencies, local governments and authorities as well as state and local government
owned and/or state and local government predominantly owned (....) entities. Within this
period, internal audit units adhered to “Internal Audit Statute” ratified by the Government,
evaluated operations of organizations, provided conclusion and advisory to the management
and took measures directed to improve risk management of organizations. Based on the study
among internal audit units and internal auditors performing activities in Mongolia, internal
audit units and internal auditors under the authority of General Budget Governor perform
their duties comparatively independently and work towards preventing risks of organization,
improving control system and providing necessary information for General Budget
Governors as well as influence on enhancing organization’s value substantially; however, the
majority of whom enrolled in the study concluded that following problems are still existent
such as internal audit units have not been established for all General Budget Governors and
internal audit legal groundings have not been stipulated; also they stated that continues
professional training and reward system for internal auditors need to be established.

Based on these conditions it is concluded that the “Law on internal audit in
Government Sector” ought to be drafted in order to establish legal environment for internal
audit function and to rationalize its activities.

Two. General structure of draft law, regulation and framework
Draft law shall regulate following relations, such as:

1. Legal background, main principle, objectives and framework of internal audit
activities in government sector;

2. Internal audit function and main methodology of its operation;

Internal audit framework, structure and establishment;

4. Establishment of internal audit unit and regulation on appointment and dismissal of
auditors;

5. Rights and responsibilities of internal auditor; guarantee on their independence and
authority; liabilities and prohibited actions for internal auditors;

6. Planning and reporting of internal audit activities;
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Unofficial Translation
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Responsibilities and liabilities of budget governors, head of government organizations
with regards to implementation of recommendations based on evaluation and advisory
of internal audit;

Rights of State Central Governing body responsible for internal audit matters;
Liabilities for violating internal audit law.

Draft law has 6 Chapters and 20 Articles. Draft law embodies following renewed

fundamental regulations:

1.

2.

Objectives of Law on “internal audit” are stipulated as an independent Article.

Definition of “internal audit” is legalized. Internal audit refers to independent,
objective assurance and consulting activity designed to add value and improve
organization’s operations;

Internal audit operations shall follow international standard. Mission, status, rights
and authority, regulation on reporting as well as liability of internal audit function
shall be specified in the rule of internal audit unit ratified by the corresponding
organization.

Draft law will encompass following common principles for internal audit:
1/ compliance,

2/ independence,

3/ objectivity,

4/ confidentiality,

5/ proficiency.

Structure and methodology for internal audit assurance services are encompassed in
the draft law. Assurance audit service is provisioned to be implemented by ways of
independent and objective examination of evidences for the purpose of providing an
independent assessment on governance, risk management, and control processes,
which will be conducted in different contexts such as financial, performance,
compliance, system’s security and pre-study and so on.

Context, structure and methodology of advisory services of internal audit are
encompassed in the draft law. Scope and characteristics of advisory audit services are
negotiated with the Client. Advisory audit services are directed towards services and
activities intended to improve operational effectiveness and efficiency and add value
to an organization's governance, risk management, and control processes as well as
advice, counsel and facilitate trainings towards maximization of enterprise value and
other related services. Head of the internal audit unit shall not be responsible for
resolution of existing risks.

Fundamental issues of internal audit are defined and stated in the draft law, which are:
a) evaluation of effectiveness of risk management of organization and advice for
improvement; b) evaluation of accuracy, reliability and comprehensiveness of
organization’s bookkeeping and financial reporting; c) evaluate governance processes
of organization and advice for improvement.
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Unofficial Translation

8. Eligibility criteria for internal auditors are legalized such as an internal auditor shall
be a citizen of Mongolia with a Bachelor’s or above degree and shall have working
experience at public sector organizations; and Chief Audit Executive shall possess
Master’s and above Degree with not less than three years of professional experience
as an external or internal audit professional. The draft law will encompass a provision
allowing increase in pay to certified professionals who passed the examination
organized by internationally acclaimed organizations and certified by them.

9. General structure of internal audit stipulating where with which structure an internal
audit unit will operate is defined in the draft law. For example, internal audit is
applicable for public and local organizations budgeted by the Government as well as
state and local government owned and/or state and local government predominantly
owned entities and so on. As per law, an independent internal audit unit shall be
established at the following organizations such as the President’s Office, Secretariat
of State Great Khural, Cabinet Secretariat Office, the Office of Constitutional Court
of Mongolia, the Office of Supreme court of Mongolia, General Council of Courts,
The State General Prosecutors’ Office of Mongolia, Independent Authority against
corruption, Organizations which report directly to the State Great Khural, Central
administrative body, Government regulatory and implementing agencies and Aimak,
soum, district Governors’ and city mayor’s office.

10. The draft law will encompass that if organizations obliged to establish internal audit
unit have no capacity of establishing independent internal audit unit, they can either
institute shared audit services among several other entities or could get audit services
by an independent entity providing internal audit services on the basis of contract.
Draft law states that state or provincial government owned or state and provincial
government predominantly owned entities could establish internal audit unit with its
Board approval. Management of the organization shall embody Audit Committee in
the organizational chart. Draft law stipulates the regulation on establishing Audit
Committee, statute of which will be ratified by Audit Committee itself. Detailed
Statute on internal audit unit and Audit Committee shall be ratified by the Cabinet.

11. Based on the risk assessment results an internal audit unit will produce and follow
medium term and an annual planning with consultation of management. Internal audit
unit and auditors will deliver their work reports to management and Audit Committee
of the organization, higher level budget governors as well as the State Central
Administrative Body Responsible for Finance and Budget Matters annually.

12. Recommendations based on audit results will be presented to the management of
organization and management and budget governor of corresponding level are obliged
to discuss recommendations and to take appropriate measures within its authority as
per the draft law.

13. Draft law regulates the following aspects such as rights and responsibilities of internal
auditors, their direct reporting line with the head of the organization in order to have
access and support to internal data, get detailed description by an employee and to run
operations and methodology for reassuring audit results. Draft law also embodies
regulations with regards to prohibited actions as well as limitation of operational
activity. Ethical Standard will be approved and enforced by State Central
Administrative Body responsible for Finance and Budget.
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14. As per the draft law, State Central Administrative Body responsible for Finance and

15.

Budget will be responsible for following actions under its full power such as
providing comprehensive professional and methodological guidance on internal audit
activities, enforcing General Practice Guideline for internal audit, planning and
ratifying development strategy for internal audit in government sector, developing and
keeping registry of data base for internal auditors, ratifying regulation for quality
reassurance of internal audit activities and organizing its implementation as well as
cooperating with other international institutions responsible for internal audit
activities. NGO chosen by State Central Administrative Body responsible for Finance
and Budget will be responsible for organizing internal audit trainings.

Draft law embodies provisions that any persons violating the Law on internal audit
such as persons who avoid internal audit activities, refuse and/or hinder presenting
necessary documentations, practice external influence on internal audit activities shall
be charged with corresponding liabilities specified in the draft law by the management
or board of the organization and/or general budget governor.

Three. Social, economic and legal impact after ratification of draft law and resolution

measures for implementation:

Ratifying draft law will have following social and economic impacts, such as

l.

Comprehensive legislative regulation for internal audit activities will be legalized and
condition precedent will exist for internal audit structure to develop as per the
international standard.

Risk management and operational management in government sector will be
supported efficiently.

Not only General budget governors will get assurance from internal auditors for their
operations but also they will operate in a legal environment where by implementing
recommendations provided by internal auditors, imminent risks could be mitigated.

Violations detected by external audit will be reduced and factors influencing
violations will be eliminated.

Un-utilized resources in government sector operations will be identified and utilized
towards enhancement of value.

Ratification of this draft law won’t have any budgetary pressure



Unofficial Translation

Four. Correspondence of the draft law with Constitution and other laws of Mongolia
and necessary changes to be made in existing law or drafting new laws for enforcement
of law implementation

Law draft does not conflict with Constitution and other laws of Mongolia. With
regards to this draft law some amendments will be made in Audit Law, Budget Law, State
inspection law and State and local property law of Mongolia respectively.



Unofficial Translation Annex-4 ( )

2016-03-01 Draft
LAW OF MONGOLIA ON
INTERNAL AUDIT IN

GOVERNMENT SECTOR

April 20 State palace, Ulaanbaatar

CHAPTER ONE.
GENERAL PROVISIONS

Article 1. Purpose of the law

1.1. Purpose of the law is to institute internal audit framework in the government
sector organizations as per international standard in order to enhance operational results and
responsibility by means of improved risk management, internal control and governance
functions.

Article 2. Objective of the law

2.1. The Law shall regulate the internal audit framework in government sector and
define the legal groundings of the statute and functions of the structures and persons
implementing it as well as to regulate relations related to the implementation of internal audit
function in government sector.

Article 3. Legislation on internal audit in government sector

3.1. Legislation on internal audit in government sector shall comprise of Constitution
of Mongolia, Law on State budget, this law as well as other legal acts enacted in conformity
with them.

Article 4. Framework of the law

4.1. This law shall regulate central and local governing bodies, public entities of all
level as well as state or provincial government owned or state and provincial government
predominantly owned entities.
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Article 5. Definitions of legal terminology
5.1. The following terminologies used in this law shall have the following meanings:

5.1.1. “internal audit” refers to independent, objective assurance and
consulting activity designed to add value and improve organization’s operations;

5.1.2. “internal audit unit” refers to department, division or unit within the
organization dedicated to implement internal audit roles and functions;

5.1.3. “Chief audit executive” refers to a person in a senior position
responsible for effectively managing the internal audit activity in accordance with the internal
audit charter and the Definition of Internal Auditing, the Code of Ethics, and other Standards;

5.1.4. “head of organization” refers to budget governors of all levels who are
chairing state and provincial public sector entities;

5.1.5. “risk” refers to uncertainties impacting negatively achievement of
organizational objectives;

5.1.6. “risk management” refers to processes directed to identify, assess,
manage, and control potential events or uncertainties impacting negatively the achievement
of the organization's objectives;

5.1.7. “control” refers to any action taken by management, the board, and
other parties to manage risk and increase the likelihood that established objectives and goals
will be achieved;

5.1.8. “governance” refers to the combination of processes and structures
implemented by the head of organization and/or board to resolve, implement, inform, direct,
manage, and monitor the activities of the organization toward the achievement of its
objectives;

5.1.9. “fraud” refers to any illegal act characterized by deceit, concealment, or
violation of trust;

5.1.10. “compliance audit” refers to comprehensive evaluation of an
organization's adherence to regulatory and legislative guidelines and standards;

5.1.11. “financial audit” refers to comprehensive evaluation of validity,
integrity and reliability of financial reports and reporting processes;

5.1.12. “performance audit” refers to an independent evaluation to assess
whether the organization is utilizing its resources economically, efficiently and effectively in
executing its operational duty;



5.1.13 “related persons” refers to any persons defined in the provision 3.1.5 of
Chapter 3 of Law on the regulation of public and private interests and prevention of conflict
of interest in public service, Mongolia.

Article 6. Principles of internal audit

6.1. Internal Audit function shall adhere to the following principles:
6.1.1 Compliance
6.1.2 Independence
6.1.3 Objectivity
6.1.4 Confidentiality
6.1.5 Proficiency.

CHAPTER 2
INTERNAL AUDIT FRAMEWORK AND STRUCTURE

Article 7. Internal Audit Functions

7.1. Within the framework to assure legislation and regulations related to
organization’s functions are in par with standard, an internal audit shall conduct following
activities in order to support organizations in achieving its goals and missions:

7.1.1.Evaluate and assure whether organization is managing risks effectively
and make recommendations;

7.1.2.Evaluate and assure effectiveness of internal control and make
recommendations for improvements;

7.1.3. Evaluate and assure organizational governance processes and structure
and make recommendations for improvements;

7.1.4. Examine and provide assurance in validity, integrity and reliability of
financial report and reporting principles of organization;

7.1.5. Evaluate whether organizational operation and utilization of its
resources is effective, efficient and economical and make recommendations for
improvements;

7.2. Internal audit shall be performed to provide assurance and consultancy

7.3. In order to enhance and improve the value of operations of an organization
assurance audit services shall perform an objective and independent examination on
governance, risk management, and control processes based on evidences.



7.4. Consultancy services shall comprise of services and activities intended to
enhance operational effectiveness and efficiency and improve organization's governance, risk
management, and control processes as well as advice, counsel and facilitate trainings towards
maximization of enterprise value and other related services.

Article 8. Types of internal audit functions

8.1. Internal auditor shall conduct following types of internal audit activities to
implement its duties:

8.1.1 Compliance audit;
8.1.2. Financial audit;
8.1.3. Performance audit;

8.1.4. Others.

Article 9. Internal audit framework
9.1. It is mandatory for following organizations to embody internal audit functions:
9.1.1. state and provincial government budgetary organizations;

9.1.2.state or provincial government owned or state and provincial government
predominantly owned entities

Article 10. Internal Audit Structure

10.1. Head of the Organization and/or its Board stated in provision 9.1 of Article 9 of
this law is charged to organize and implement internal audit functions under its authority.

10.2. All units, branches, programs and operations of the organization shall be
included in internal audit functions.

10.3. Following body shall conduct internal audit activities:
10.3.1.internal audit unit comprising of full-time employees of organization;

10.3.2.independent party who performs internal audit services based on
contracts (outsourced);

10.4. Internal audit unit of an organization shall comprise of Chief Audit Executive
and internal auditors and shall report directly to Head of the organization or its Board.
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10.5. Outsourced independent internal audit service provider on a contractual basis
could either provide internal audit services for several organizations as shared audit services
or it could be an independent entity providing internal audit services, both of which shall
directly report to Head of organization or its Board.

10.6. Internal audit activities shall be conducted as per this law, international standard
and other regulations and guidance adhered to them.

10.7. It is mandatory for following organizations to embody internal audit function
within itself:

10.7.1.The President’s Office, Secretariat of State Great Khural, Cabinet
Secretariat Office;

10.7.2. Constitutional Court of Mongolia, Supreme court of Mongolia,
General Council of Courts, The State General Prosecutors’ Office of Mongolia, Independent
Authority against corruption;

10.7.3. Organizations which report directly to the State Great Khural;
10.7.4. Central administrative body;

10.7.5. Government’s regulatory and implementing agencies;

10.7.6. Aimak, soum, district Governors and city mayor;

10.8. Board of the organizations that are not mentioned in the provision 10.7 of this
Article will decide whether to embody internal audit unit within itself or to outsource shared
internal audit services among several organizations.

10.9. The State Central Administrative Body Responsible for Finance and Budget
Matters shall determine human methodology on resource ceiling of internal audit unit based
on the allocated budget for the corresponding organization.

10.10. State or provincial government owned or state and provincial government
predominantly owned entities shall establish internal audit unit with its Board approval and
shall embody Audit Committee as per Company Law of Mongolia.

10.11. Head of the organization and/or Board shall establish Audit Committee which
shall comprise of members with no conflict of interests and with sufficient experience in
financial management, control and audit matters and not less than 50% of the members shall
not be employees of the organization.

10.12. Audit Committee shall ratify and adhere to its own rules adjacent to Cabinet
approved General Guidance
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10.13. Audit Committee shall support internal audit functions by way of discussing
and providing guidelines and instructions on any internal audit related issues such as structure
and organization of internal audit unit, long term and risk based annual internal audit plan,
internal audit report, annual operational report and other issues related to internal audit
activities and consult with Head of the organization and/or Board with regards to the audit
results and if necessary will report to the higher level Budget governor.

CHAPTER THREE
INTERNAL AUDITOR AND ITS
RIGHTS AND RESPONSIBILITES

Article 11. Appointment of Internal Auditor

11.1. Board or Head of the Organization shall employ an internal auditor as per the
selection process outlined in the Law on Public Service based on Audit Committee
recommendation.

11.2. Internal auditor shall comply with following requirements to be eligible:
11.2.1. be a citizen of Mongolia;

11.2.2. has no criminal sanctions or has not been forfeited to perform
corresponding occupation by any court rulings;

11.2.3. be a graduate from accredited universities with not less than 4 year
program with a Bachelor or above degree;

11.2.4. has an experience in the public sector ;

11.3. Board or Head of the Organization shall select and appoint Chief Audit
Executive as per the Law on Public Service of Mongolia and the Candidate for this position
shall comply with following additional requirements on top of the requirements stated in
Articles 11.2 of this law:

11.3.1. shall possess Master’s or above educational degree;

11.3.2. internal and external audit work experience with not less than three
years;

11.4. Following Persons are strictly prohibited from being appointed as Chief Audit
Executive:

11.4.1. A Candidate was employed at the corresponding organization as
director, deputy director or head of structural unit within the last two year period;

11.4.2. A Candidate whose spouse or other related persons were at
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the corresponding organization as director, deputy director or head of structural unit within
the last two year period.

11.5. Candidate for Chief Audit Executive shall convey that the reasons stated in
Article 11.4 are not existent to the Board or Head of the Organization in written form.

Article 12. Rights of internal auditors

12.1. Chief Audit Executive as well as internal auditors shall exercise following
rights

12.1.1. with regards to conducting internal audit activities an internal auditor
has the right to enter all parts of the premises of an organization, request necessary
documentation at disposal and to meet with employees in order to get explanation and gather
information;

12.1.2. to access any kind of electronic and printed data in matters related to
internal audit;

12.1.3. to request any relevant documentations and reports from relevant
personnel

12.2. Management and personnel of any organization shall support internal audit
activities fully and shall provide information and documentations requested by an internal
auditor or Chief Audit Executive at disposal with no charge and delay.

12.3. Internal auditors shall conduct internal audit activities at organizational branches
and units as per the guidelines approved by Head of Audit Committee and per the specified
audit plan produced and approved by Chief Audit Executive of organization.

12.4. Chief Audit Executive shall exercise rights stated in Article 12.1 of this law as
well as rights stipulated below:

12.4.1. Inform any matters related to internal audit to Head of Organization or
its Board and report directly to them,;

12.4.2. If professional knowledge and skills required conducting internal audit
activities, extend a request for expert to the Head of Organization or its Board;

12.4.3. Contact directly with Audit Committee members and its head as well
as attend Audit Committee meeting;

12.4.4. Define objective, framework, methodology, frequency as well as
required resources of internal audit activities;

12.5. Chief Audit Executive as well as internal auditors shall be inclined to follow
General Guideline for Government Sector Internal Audit Unit by Cabinet,
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International Internal Audit Standard, Ethical Standards as well as Internal Audit General
Practice.

12.6. Chief Audit Executive as well as internal auditors shall comply with
confidentiality of information gathered during internal audit mission with regards to state,
entity and individuals unless stated otherwise in law.

12.7. Chief Audit Executive shall be responsible for all operations undertaken by
internal audit unit, within which include:

12.7.1. develop the rules and regulations of internal audit unit and yearly and
long term audit plan, run it through Audit Committee and get approval from Head of
Organization or its Board;

12.7.2. Delegate and regulate works among internal auditors;

12.7.3. Supervise and approve specified audit plan within its full
responsibility;

12.7.4. Monitor implementation of yearly internal audit plan as well as an
optimal application of Practice guideline for government sector internal audit by internal
auditors;

12.7.5. Produce a continued training plan for internal auditors in order to
enhance and improve their knowledge, expertise and skill set and get approval from Head of
Organization or its Board,

12.7.6. If required, develop special methodology adjusted for organizational
needs and enforce in conducting internal audit activities;

12.7.7. Organize evaluation processes for newly introduced structures or
functional changes in financial management and control;

12.8. Chief Audit Executive as well as internal auditors are allowed to have
membership in national or international internal audit professional institution, association and
chapter.

Article 13. Responsibilities of Internal Auditor

13.1. Chief Audit Executive has following responsibility to report to Head or Board of
organization as well as Audit Committee:

13.1.1. Present internal audit report as well as evaluation of efficiency and
effectiveness of financial management and control of the organization;

13.1.2. Report audit results, findings and and their
implementation;
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13.1.3. Report implementation process of internal audit yearly plan;

13.1.4. Evaluate optimization of budget and other resources allocated for
internal audit unit and propose appropriate solution;

13.1.5. Report any cases hindering the activities of Chief Audit Executive and
internal auditors;

13.1.6. Regulate relationships between external auditors.

13.2. Chief Audit Executive shall develop and implement quality assurance program
for conducting all activities of internal audit unit and within the program framework, internal
and external assessment shall be conducted.

13.3. Internal assessment shall consist of continues control of activities of internal
audit unit, self-assessment as well as assessment by other employees who have substantial
knowledge of internal audit.

13.4. External evaluation shall be performed by an experienced and independent
evaluator or evaluation team outside of the organization not less than once in every five years

13.5. Cabinet member responsible for finance and budget shall approve Regulation on
internal audit quality assurance.

13.6. Internal auditor shall report to Chief Audit Executive directly when encountered
with fraud schemes. Chief Audit Executive shall report corresponding case directly to Head
of organization of its Board immediately and introduce mitigation measures.

13.7. If no measures are taken with regards to the information and recommendation
outlined in Article 13.6 within 10 days, Chief Audit Executive shall report the case to the
Audit Committee.

13.8. It is prohibited for internal auditors to conduct performance audit for
organizational units for which he provided advisory services and/or conducted activities
within the last one year period. If encountered with such circumstances, an auditor shall
inform in written format to the Chief Audit Executive.

13.9. Chief Audit Executive and internal auditors shall not perform any other
functions within the organization other than internal audit.

13.10. Chief Audit Executive and auditors shall meet disciplinary actions if not abided
by the applicable responsibility

CHAPTER FOUR
PLANNING, IMPLEMENTATION AND
REPORTING OF INTERNAL AUDIT
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Chapter 14. Yearly and long term planning of internal audit

14.1. Chief Audit Executive shall develop risk based audit plan in order to define
guiding principle for internal audit unit adjacent to organization’s mission and vision. Risk
based audit planning shall comply with the following requirements:

14.1.1 it shall be based on risk assessment performed on all activities of
organization;

14.1.2 risk assessment shall be assured, objective and accurate;
14.1.3 it shall distribute internal audit resources efficiently.

14.2. Internal audit unit shall conduct its activities according to an annual risk based
audit plan based on its long term plan.

14.3. Based on vision and mission of the organization, Chief Audit Executive shall
develop long term plan encompassing strategic development objectives of internal audit
agreeing upon with Head of the Organization, its Board and other corresponding officials.

14.4. Long term audit plan shall be discussed via Audit Committee and approved by
Head of the Organization and its Board.

14.5. Chief Audit Executive shall develop yearly audit plan encompassing audit topics
for the particular year agreeing upon with Head of the Organization, its Board and other
corresponding officials.

14.6. If planned audit activities associate with projects and programs dedicated for
different organizations, yearly plan shall accommodate and correspond with the annual risk
based audit plan of other internal audit units of these organizations incorporated in the project
and program.

14.7. Chief Audit Executive of lower level budget governors shall accommodate its
yearly plan with yearly plan of internal audit unit of higher level budget governors.

14.8. Internal audit yearly plan shall be discussed via Audit Committee and approved
by Head of the Organization and its Board.

14.9. Based on risk evaluation, changes in yearly and long term plan shall be
recommended by Chief Audit Executive, discussed via Audit Committee and approved by
Head of the Organization and its Board.

Chapter 15. Planning, implementation and reporting of internal audit
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15.1. Internal auditor shall develop plan for specified audit encompassing its
framework, objectives, methodology, timeline and required resources.

15.2. Internal auditor shall gather sufficient information necessary to infer
recommendations in line with audit objectives and conduct audit activities by way of
evaluation, documentation and assurance.

15.3. Internal audit unit shall produce audit report after each completed audit activity
and the report shall convey audit objectives, framework, findings, conclusions,
recommendations as well as propositions suggested by the management of corresponding
organization and unit.

15.4. Audit report shall be discussed by Audit Committee and recommendations made
out of the Audit Committee will be presented to the management of audited organization and
unit.

15.5. Management of the audited organization and unit has responsibility to
implement recommendations stated in the audit plan and shall submit plan for
implementation measures as per recommendation to the internal audit unit.

15.6. Internal audit yearly plan shall encompass monitoring and analyzing activities
for implementation of audit recommendations and internal audit unit shall evaluate whether
implemented measures were optimal, effective and in timely manner.

Article 16. Internal audit yearly plan

16.1. Chief Audit Executive shall develop internal audit yearly plan and shall include
following:

16.1.1. Causes and circumstances of performed audits where audit framework
was limited and audit plan was not materialized,

16.1.2. Conclusions with regards to financial management and control
structure of organization and recommendations directed to improving organization’s
operations;

16.1.3. Measures taken to implement recommendations as well as
immaterialized recommendations;

16.1.4. Violations of legislation detected by audit, among which are fraud
cases;

16.1.5. Proposition of measures to be taken in order to develop internal audit
function.

16.2. Lower level budget governor with internal audit division shall submit its internal
audit yearly plan to higher level budget governor within January 31* of next year.
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16.3. Chief Audit Executive shall submit the yearly plan to Head of the Organization,
its Board and Audit Committee within February 20" of next year.

16.4. Head of the Organization and its Board shall submit its internal audit yearly plan
to the State Central Administrative Body responsible for Finance and Budget within March
1* of next year.

CHAPTER FIVE
RIGHTS AND AUTHORITY OF OFFICIALS AND STATE ORGANIZATION
WITH REGARDS TO INTERNAL AUDIT

Article 17. Rights of Government

17.1. Government shall exercise following rights with regards to internal audit for
government sector:

17.1.1. Ratify comprehensive regulation for Audit Committee and internal
audit units;

17.1.2. Exercise other rights stipulated in the law

Article 18. Rights of Cabinet member responsible for Finance and Budget

18.1. Cabinet member responsible for finance and budget shall exercise following
rights with regards to internal audit for government sector:

18.1.1. Develop a comprehensive policy to develop internal audit functions in
public sector and provide guideline and organize its enforcement;

18.1.2. Develop and monitor the enforcement of Ethics standard for internal
auditors in government sector;

18.1.3. Enforce international standard for internal audit functions in
government sector;

18.1.4. Approve and enforce methodology, practice, regulation and guidance
for internal audit in government sector;

18.1.5. Conclude a contract with an appropriate NGO which will perform
certain functions of internal audit as per the Article 19 of Law on Mongolian Government
based on selection processes;

18.1.6. Approve regulation for pay increase for professionals who are
qualified as certified internal auditor by passing tests organized by in accredited
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professional organization;

18.1.7. Cooperate with national and international internal audit organizations
in order to develop internal audit;

18.1.8. Organize and monitor enforcement of internal law legislation;

18.1.9. Select NGO which will organize internal audit training and conclude
contract;

18.1.10.Exercise other rights stipulated in the law.

18.2. State Central Administrative Body responsible for Finance and Budget shall
embody in its organizational structure a department responsible for risk management, internal
audit policy and methodology matters.

CHAPTER SIX.
LIABILITY

Article 19. Liabilities for violation of legislation

19.1. Chief of internal audit unit /internal auditor/ shall deliver relevant
materials to Head of organizations and its Board with regards to the issues identified by
internal audit such as any issues with fraud nature and any personnel who avoid and interfere
audit activities, refuse complying with given requirements and who violated and breached
corresponding legislations.

19.2. Any issues related to legal responsibilities charged by officials who
influenced or try to influence audit functions will be presented and resolved by Central
budget governor.

Article 20. Entry into Force

20.1. This Law shall enter into full force with effective date of ., 20..

SIGNATURE
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Unofficial Translation Annex 4 (C)

Draft Amendment of
Related Laws
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Unofficial Translation Annex 4(C)

Draft

Draft Amendment to Audit law of Mongolia

June ..., 201... State palace, Ulaanbaatar

Article 1. Following context shall be added to the corresponding provision of Article
4 of Audit Law of Mongolia:

Provision 3 of clause 1 of 4:

“3. Internal audit operations implemented under the authority of general budget
governor shall not apply to the Article 4.1 of this law.”

Article 2. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE

L ot



Unofficial Translation

Draft

Draft Amendment to State inspection law of Mongolia
June ..., 201... State palace, Ulaanbaatar

Article 1. Provision 7.4 of Article 7 as well as Provision 8.2.3 of Article 8 of State
Inspection Law of Mongolia shall be annulled respectively.

Article 2. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE
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Unofficial Translation

Draft
Draft amendment to the Budget Law of Mongolia
June ..., 201... State palace,
Ulaanbaatar

Article 1. Article 69 of Budget Law of Mongolia shall be amended as following:

“Article 69. Internal Audit”

69.1. Each general budget governor and organizations under its authority as well as
state and provincial government owned or state and provincial government predominantly
owned entities shall establish internal audit unit and employ internal auditors in order to
assess risk management, internal control and governance processes and structure of
organizations, to provide independent and objective reassurance in validity, integrity and
reliability of financial reports and reporting processes and in adherence to applied legislations,
to assess whether the organization is utilizing its resources economically, efficiently and
effectively as well as to provide consultancy services.

69.2. “The structure, framework and legislative background for government sector
internal audit shall be regulated by law.”

Article 2. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE



Unofficial Translation

Draft
Draft amendment to the State and
Local property law of Mongolia

June ..., 201... State palace, Ulaanbaatar

Article 1. The Article 66.1 of State and local property law of Mongolia shall be
amended from ”... State inspection committee, professional..... Implemented by Ministry of
Finance” to “ .. implemented by National Audit Office”.

Article 2. The Article 66.4 of State and local property law of Mongolia shall be
annulled.

Article 3. This law shall be in full force after ratification and enforcement of Law on
internal audit in government sector.

SIGNATURE
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MINUTES OF MEETING
ON
THE FIFTH JOINT COORDINATION COMMITTEE
ON
THE PROJECT FOR CAPACITY BUILDING OF INTERNAL AUDITING
IN MONGOLIA-PHASE 2

Japan International Cooperation Agency (hereinafter referred to as "JICA") and
Budget Control and Risk Management Department (hereinafter referred to as “BC-RM
Dept.”) of Ministry of Finance of the Government of Mongolia (hereinafter referred to
as "MOF") held the Joint Coordination Committee (hereinafter referred to as "JCC")
Meeting within as stipulated in the framework of the Record of Discussions (hereinafter
referred to as "R/D") for "Capacity Building of Internal Auditing in Mongolia-Phase 2"

(hereinafter referred to as "the Project™).

As a result of the discussions, JICA and BC-RM Dept. made this Minutes of
Meeting in order to confirm the mutual understanding and the matters agreed in the

discussions attached hereto.

Ulaanbaatar, June 24th, 2016

Mr. Sato Mr.
Chief Representative State Secretary, Ministry of Finance of
Mongolia Office Mongolia

Japan International Cooperation Agency

-8

Mr. iSa Mr. Ganbat Batkhuu

Acting Chief Adviser Director, Budget Control and Risk
Project for Capacity Building of Internal ~ Management Department, Ministry of
Auditing in Mongolia Phase-2, JICA Finance of Mongolia

Experts Team

Annex A-2-5



I. The Environment of Internal Audit in Mongolia

The Mongolian and JICA sides have confirmed the current situation of Mongolia with

respect to internal auditing and activities including current status of financial inspection
since the 4™ JCC on April, 2016.

II. Progress of the implementation for the Project second year based on
Monitoring Sheet Ver. 4. (Annex-1)
1. Outout 1 (Leeal institutionalization for Internal Audit)

a.

b.

The activities were implemented as initially planned as shown in Annex.1.
The Concept Paper and the Bill were revised and finalized by taking into
account the comments from IIA Global by the working group in 1st of
March.

The Concept Paper and the Bill submitted with the letter to the Cabinet
Secretariat for requesting endorsement of the Bill at the best timing during

the parliament.

The activities were implemented as initially planned as shown in Annex.1.
The study tour to the United States of America and Japan was conducted.
The Activities of Output 2 in PDM were revised due to IIA Mongolia was
officially established.

The TAPPS trial test and training hosted by the Ministry of Finance were
conducted in April 2016 assisted by JICA expert team and ITA Mongolia.

3. Output 3 (Internal Audit Practice and Manuals)

a.

b.

d.

The activities were implemented as initially planned as shown in Annex.1.
The inherent risks in the priority organization were identified by priority
ministry’s Internal Auditors in terms of developing practical internal audit
manual assisted by JICA expert team.

The 1st draft of Internal Audit Manual and Model Working Papers were
created and submitted to BC-RM Dept. by the Project Team.

The internal audit practical trainings in 2 rural areas and Ulaabaatar were
implemented to Internal Auditors by BC-RM Dept. and the Project Team.

OTSs were conducted to the priority ministries by the Project Team.



a. The activities were not implemented as initially planned such as the
revision of Quality Assurance Manual and implementation of Quality
Assurance Activities in rural area due to the delay of finalizing the Practical
Manual in Output 3.

b. The Quality Assessment Manual for the Internal Audit Activity by IJA was
translated into Mongolian language and submitted to BC-RM Dept. for
future Quality Assurance Manual and Checklist after reviewing through
trial utilization at rural area.

¢. Draft Annual Plan was submitted from the Project Team to BC-RM Dept.

III. Proposed Activities to be taken for the Project 3'® Year Plan of Operation.
(Annex-2)
L.
a. The Concept Paper and the Bill would be submitted to the Parliament, under
the responsibility of the Mongolian related parties toward the establishment

of Governmental Internal Audit Law.

2.

a. The contents of IAPPS trial test and training would be improved for the first
time.

b. The second and third IAPPS trial test and training would be conducted in
the third Year of the Project.

3.

a. The Internal Audit Manual and Model Working Papers would be finalized
by the Project Team and BC-RM Dept.

b. The Internal Audit Practical Trainings would be conducted for utilizing the
Internal Audit manual and Model Working Paper at priority ministries by
the Project Team and at all government institutions by BC-RM Dept.

c. OTSs would be conducted to the priority ministries by the Project Team.

4. Outout 4 (Internal Audit Assurance Manuals)

a. The Quality Assurance Manual and Checklist would be finalized after
completion of the practical manuals for internal audit by BC-RM Dept.
b. The Quality Assurance Manual and Checklist would be utilized at trial
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training in three rural areas.

5. Others
a. Although the following activities are not included in the current Plan of
Operation, BC-RM Dept. proposed additional activities as follows;

> Assistance for the formulation of BC-RM Dept.’s Mid-term strategy
(2017-2019) will be planned and added in Project Output with related
activities.

> Assistance for conducting the Consultation Meeting for related
persons and conducting Needs Survey and Impact Study of the
Internal Audit Law based on the law of Legislation Law of Mongolia
(enforcement from 1st January, 2017).

» Conduct trainings to promote the understanding of Internal Audit
activities for Ministers, State Secretaries and Directors who are newly
appointed after the elections.

b. Mr. Sawami will be formally appointed as the Chief Adviser of this project
who is successor of Mr. Endo by JICA from 30th June, 2016.

Annex:
Annex 1: Monitoring Sheets ver4.
Annex 2: Plan of Operations
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PM Form 3-1  Monitoring Sheet Summary

TO CR of JICA HEADQUARTERS & MONGOLIA OFFICE Annex-1-01
PROJECT MONITORING SHEET

Proiect Title : Capacity Development Project for Internal Audits in Mongolia Phase 2
Version of the Sheet: Ver.042016
Name: KENJI SAWAMI
Title: Acting Chief Advisor
JCC Date: June. 24" 2016
Submission Date: Julv. 31" 2016
l. Summary
1 Progress
1-1 Progress of Inputs
Resource input 26.77MM out of Total 26.77MM

1-2 P ress of Activities

Activities Status
0-1. Collect basic information on internal audit Completed
0-2. Conduct self-diagnosis based on IA-CM Completed

0-3. Hold discussions on progress and achievements of
introducing internal audit practices in Mongolia based on activities Completed
0-1 &0-2

Completed

1-1.Develop a work plan (1% 2nd 2 Project Year)

1-2. Collect & analyze other countries experiences relating to legal

. . . : . Completed
foundation of internal audit and status of internal auditors
1-3. Identify the appropriate options of enhancing legal foundation
. . . : Completed
of internal audit and internal auditors
1-4. Develop concept paper of possible legal framework based on
the activities 1-1~1-3. (NOTE) The way of taking subsequent
Completed

actions will be decided between BC-RM Dept. and JICA sides
based on the concept paper.

L ki
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1-5. [By C/P] Develop original draft of legal framework based on

1-4 above

1-6. [By C/P] Develop draft bill of legal framework based on 1-4
above

2-1. Develop a work plan and set up a working group

2-2. Collect & analyze other countries experiences relating to
IAPPS & CPE

2-3. Develop IAPPS &CPE and IAP! framework documents

2-4. Conduct financial planning on implementation of IAPPS &
pre-test training, and training for IAPI

2-5. Designate responsible organization for implementation of
IAPPS & CPE

2-6. Design IAPPS ftrial test & pre-test training contents

2-7. Conduct trainings for IAPPS candidates

2-8. Conduct IAPPS ftrial test

2-9. Develop IAPPS participators and other training participators

records

2-10. Support providing training for IAPPS

2-11. Train the IAPIs and its candidates to acquire practical skills

required to disseminate internal audit

Monitoring Sheet Summary

In progress by C/P

In progress by C/P

Completed
(1% and 2™ Project Year)

Completed

Completed

Completed for 1%
Meeting but need
discussion

Completed

Completed

In progress
Implemented 1%
training in the 2™
Project Year
In progress
Implemented 1
training in the 2"

Project Year

In progress
In progress

In progress
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In progress
(Completed for 2"

year activities)

2-12. Certifying candidates who satisfy necessary conditions as
the IAPIs

Completed

3-1. Develop a work plan and set up working groups
P P P g group (1% and 2™ Project Year)

Completed for 1°

3-2. Conduct financial planning exercise on implementation of ,
Meeting but need

trainings and OJT

discussion
3-3. Develop the internal audit manuals in priority areas and In progress
common manual for specialized public organization(e.g. local 1% draft was
governments, schools, hospitals, customs etc.) submitted to C/P
3-4. Conduct training for internal auditors to use the internal audit
_ . . i . In progress
manuals in priority areas and specialized public organizations
3-5. [By C/P] Continue internal audit trainings and OJT in other In progress
areas which had been conducted under the Project phase 1 Need more discussion
Completed

4-1. Develop a work plan
P P (1 and 2™ Project Year)

4-2. Develop first version of check-lists for quality assurance of

, : Completed
internal audit
4-3. Develop an annual plan to conduct the quality assurance Completed
- (1% Project Year in the
activities. Work Plan)
4-4. Train staff for quality assurance of internal audit using the
) In progress
check lists.
Completed for 1™ year
. . _— activities.
4-5. Practice quality assurance activities and make reports on an il continue in the 3™
activity 4-3 plan basis year for local

governmental
organizations

4-6. Develop final version of check-lists for quality assurance of Will be started in
internal audit project year 3™

1-3 Achievement of O ut

Output 1. The solution of establishing a more solid legal foundation
. e . Completed
of internal audit is identified.
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Output 2. Qualified internal auditor certification system is

In progress
introduced. prog
Output 3. Internal auditors' capacity of practicing internal audit is

In progress
further strengthened.

Output 4. Internal Audit Quality Assurance system is introduced In progress
1-4 Achievement of the Project Pu
Project Purpose Status

The Mongolian government establishes a more solid framework of In progress, but
internal audits in accordance with the Strategic Plan 2014-16. need discussion

1-5 Changes of Risks and Actions for Mitigation

A comprehensive discussion is needed among the BC-RM Dept. Ministry of Finance
(hereinafter called C/P), JICA, and JICA experts team regarding changes in human
resources and responsible personnel of the C/P organizations and the prioritized
ministries after the Parliament Election in terms of to secure the sustainable entire
project activities.

1-6 Progress of Actions undertaken by JICA
Support activities for submission of the draft law and the Concept Paper
Conduct trainings for IAPPS candidates
Support providing training for IAPPS and IAPIs
Develop the common manual for specialized public organization
Conduct training for internal auditors to use developed internal audit manuals
Preparing revised quality assurance manual and check list
Support implementing quality assurance activities for local government organizations
Train staff for quality assurance of internal audit using the check lists.

1-7 Progress of Actions undertaken by Gov. of Mongolia
Develop draft bill of legal framework

1-8 Progress of Environmental and Social Considerations (if applicable)
Not applicable

1-9 Progress of Considerations on Gender/Peace Building/Poverty

L A L.
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Reduction (if applicable)
Not applicable

1-10 Other remarkable/considerable issues related/affect to the project
(such as other JICA's projects, activities of counterparts, other donors,
private sectors, NGOs etc.)

- It is recommended that C/P and JICA experts team shall share the
information and work with harmonization between the theoretical manual
funded by World Bank and the practical manual which is developed by our
project of Output 3.

Delay in the completion of theoretical manual funded by World Bank as
mentioned above, will affect activities related to reviewing quality
assurance check list and its implementation in the local governmental
organizations.

For the cost-sharing between C/P and JICA on various training activities,
both C/P and JICA agreed as the result of discussion at JCC (June 2016)
that, with a compliance with basic rules, there is a case that

additional discussion is necessary at every activitiy in consideration to
the regime change and economic conditions.

The nationwide election will be held in summer, 2016. The member of
stakeholders may be drastically replaced after the election.

2 Delay of Work Schedule and/or Problems (if any)
-The first version of practical manual will be released in delay (Output3)

3 Modification of the Project Implementation Plan

- Need to be discussed on the next JCC in terms of adding the activities for
comprehensive assistance of Internal Audit mid-term strategy formulation
for 2017-2019.

4 Preparation of Gov. of Mongolia toward after completion of the

Project
Not applicable

K s
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L. Project Monitoring Sheet | & Il
As Attached

Itl. Other

C/P management provided signed documents as Attached for being in
agreement with the Monitoring Sheets.
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Project Title:

Project Monitoring Sheet | (Project Design Matrix) Version 4

Capacity Development Project for Internal Audit Phase 2

Implementing Agency: Ministry of Finance, Mongolia

Target Group:
Period of Project:

Project Site: Mongolia

Narrative Summary
Overall Goal

Mongolian governmental

internal auditors are able to
conduct internal audits in a more
sustainable environment.

Project Purpose

Mongolian government
lishes a more solid
of internal audits in
ance with the Strategic

Plan 2014-18

1 The solution of
establishing a more solid

legal foundation of internal

audit is identified

2 Qualified internal auditor

certification system is
intreduced

3 Internal auditors' capacity
of practicing internal audit is

further strengthened

4 Internal Audit is improved

Ministry of Finance, Central Government Ministries and Local Governments
Three Years (Tentatively From 2014/09 To 2017/08)

Model Site: N A
Objectively Verifiable Indicators

1. [reference] Upgraded level of assessment results of Internal Audit Capacity Model
(IA-CM) in Mongolia: Move up more than one from Level 2

2 Established legal framework of internal audit

3 Continued implementation of internal audit: increase number of IA reports,
recommendations, follow-up

4 Increased number (and/or percentage) of audited organizations, Internal Auditor
Professionals for Public Sector (IAPPS) and Internal Audit Practical instructors (IAPI)

1 [reference] Upgraded level of assessment results of Internal Audit Capacity Model

(IA-CM) in Mongolia: Move up more than one from Level 2 on the Project scope areas in

IA-CM
*Level of the other area will be checked in Overali goal indicator

2 progresses of actions for enhancing internal audit and internal auditors in
legal framework(e g draft laws & regulations, etc )

3 Increased number of IAPPS:
1) 100 IAPPSs training participators

4-1 Continued implementation
pricrity areas

4-2 Continued implementation of internal audit in specialized public organizations: "16"
(number of 1A reports, recommendations, follow-up}

4-3 [reference] Continued implementation of ordinary internal audit in the other areas
"8" (number of IA reports, recommendations, follow-up)

using the developed manuals in the

5 Increased number (and/or percentage) of audited organizations, IAPPSs and IAPIs:
100(number and/or percentage)

6 Implemented Internal Audit Quality Assurance systems: 2-3 are

Objectively Verifiable Indicators

1-1 Developed working on
options of enhancing legal foundation

experiences and appropriate

1-2 Developed concept paper of new on internal audit

2-1 Developed IAPPS frial test & Continuing Professiona!l Education (CPE) framework
documents

2-2, Developed IAPPS trial test & learning materials and program

2-3 Continued implementation of PS8 trial test pre-test training

2-4 Developed IAPPS participators personal other training records

2-5 Continued implementation of
after the trainings, coverage of government organization conducted trainings, grades
after the trainings

2-6 Number of IAPI who are deployed at min
agencies is more than "100"

3-1 group ownership and leadership: 4 working groups lead by C/P

Each group makes 4 activity reports (Total:16 activity reports)

3-2. Developed practical internal audit manuals areas

3-8 Continued implementation of training for using the manuals in priority area; "40"
trainings and OJT(On the Job Training) are conducted

3-4 Developed practical internal a on public organizations

3-5 Continued
"10" trainings and OJT(On the Job Training) are conducted

3-6 [Reference] Continued engagement in ordinary internal audit with/without
involvement of the JICA team
4-1 qua  assurance framework documents

4-2 Developed quality assurance manuals

4-3 Developed implementation plans of the quality assurance

4-4 Continued implementation assurance activities on a plan basis

€ apanese

-

ings" are conducted, grades

local governments and government

training for using the manuals on small organizations:

Means of Verification

1) Assessment by BC-RM Dept and/or third
parties (e g WB) and JICA based on IA-CM

1) Enacted law and/or regulations

1) Assessment at the final JCC

1) Assessment at the final JCC

1) Assessment by BC-RM Dept and/or third
parties (e g. WB) and JICA based on IA-CM

1) The origina! draft the draft

1) Assessment at the final JCC

1) |A reports made by using practical internal
audit manuals(including risk-based approach)
in priority areas

2) IA reports made by using risk-based
internal audit manuals in the other areas

1) Reports made by International Audit Quality
Assurance system

Means of Verification
1) The working paper(s)

1) The concept paper

1 documents

1) ng
2) Learning materials on |IAPPS

1) Result of IAPPS trial test

1) The participators and personal records for
administration

1) The report on trainings

1) Certification documents

Procedure guidance

1) 4 groups are unified in priority areas,

16 activity reports are submitted (4groups X 4
audit processes-preliminary, fieidwork,
reporting follow-up)

1) The nternal audit
designated four priority areas at least if
completed

1) The reports on trainings

1) The quality assurance  m

documents

1) The quality assurance manuals (including
checklists) for both internal and external
quality controls

1) The implementation plans of the quality
assurance activities

1) Status report of implementation plan
2) Monitoring reports after the quality
assurance activities started

puts

1 The Mongolian government

not change the policy for

enhancement of internal audit

which meets

international standards and
practices.

2 Any changes in organizational
structures of the Mongolian
ment which may affect the
project activities will not happen

3 A significant reduction of the
necessary budgetary and human
resource allocation and other
institutional arrangements in CPs
as to prevent the project from
proceeding will not happen

Important Assumptions

Pre-Conditions

PM Form3-2 Monitoring Sheet I

Annex-

1-02

< Based on the Project Design Matrix used
for Working Plan as of July 2016>

It is premature to reach a
conclusion (In progress)

tc support CP for

to support CP for

training and pre-test
conducted with
of more than
government internal
officials

progress, however
wilt be started
releasing manual

and IAPI practical
was conducted for
auditors
IAPPS 120
IAPI 20 officials)
of attendance was
to the IAPI training
from JICA
Team

first report was
in the first year
hecklist review was
in the second year

working paper was
and the option (the
IA law) was

concept paper and the
bili, which are reflected
from 1A Global,
submitted

to CP's decision to
IIA qualification
IAPPS
developed based on it

for 2nd year
and pre-test
and training
were daveloped

for 2nd year
first IAPPS exam was
for measuring the

progress

progress
training was conducted in
second year

In progress
in the second
20

In progress
perscnnels were
at the 4 priority
and had begun their

progress
assessment in priority
and working paper
were finalized by
ICA Experts and submitted

In progress

In progress
assessment in priority
and working paper
were finalized by
ICA Experts and submilted

In progress

In progress

framework documents
developed

review was
in the second year

implementation plan was
for the first year

review which will
used in the third year QA

was compieted in
second year

diagnosed and
the base level of
in working plan

paper and draft bill
been prepared and
to CP

nternal Audit field activities
conducted with experts

first triat test was
and trainings were

Self diagnosed and the result
was introduced in the working
plan CPisin Level-2

The concept paper and the
draft bili have been submilled
to CP

first IAPPS pre-test was
conducted

Stakeholder should discuss
the contents and plan for
practical manual

Stakeholders should discuss
about timing and participators
of the next training

QA will be conducied, using
the revised check list and
prepare QA manual based on
implementation result in the
third year

N

A

Continue to support CP

Continue to support CP

to support CP

to support CP

to record furiher

to provide trainings

to provide trainings

accordingly

needs to the
including the
with manual
by World Bank and
and determine the

and QJT using
will be conducted
releasing manual

P needs to review the
including the
with manual
by World Bank and
and determine the
date

and OJT using
will be conducted
releasing manual

progress

check list and prepare
manual based on
resultin the

in 3nd year for local
organizations

in 3nd year for local
organizations

77,



0-1 Collect basic information on internal audit (e g number of internal audit
conducted, established audit committee and developed internal audit charter,
and internal auditor in each organization)

0-2 Conduct self diagnosis based on IA-CM

0-3 Hold discussions on progress and achievements of introducing internal
audit practices in Mongolia based on activities 0-1 & 0-2

1-1 Develop a work plan
1-2 Collect & analyze other countries experiences relating to legal foundation
of internal audit and status of internal auditors

1-3 ldentify the appropriate options of enhancing iegal foundation of internal
audit and internal auditors

1-4 Develop concept paper of possible legal framework based on the activities
1-1~1-3 (NOTE) The way of taking subsequent actions will be decided
between BC-RM Dept and JICA sides based on the concept paper

1-5 [By C/P] Develop original draft of legal framework based on 1-4 above

1-6 [By C/P] Develop draft bill of legal framework based on 1-4 above

2-1 Develop a work plan and setup a group
2-2 Collect & analyze other countries experiences relating to IAPPS & CPE

2-3 Develop IAPPS &CPE and |API framework documents

2-4 Conduct financial planning on implementaticn of IAPPS & pre-test training,
and training for IAPI

2-5 Designate responsible organization for implementation of IAPPS & CPE
2-6 Design IAPPS trial test & pre-test training contents

2-7 Conduct trainings for IAPPS candidates

2-8 Conduct IAPPS trial test

2-8 Develop IAPPS participators and other training participators records

2-10 Support providing training for IAPPS
2-11 Train the IAPIs and its candidates to acquire practical skills required to
disseminate internal audit

2-12 Certifying candidates who satisfy necessary conditions as the IAPIs

3-1 Develop a work plan and set up wo groups

3-2 Conduct financial planning exercise on implementation of trainings and
oJT

3-3 Develop the internal audit manuals in priority areas and common manual
for specialized public organization(e g local governments, schools, hospitals,

3-4 Conduct training for internal auditors to use the internal audit manuals in
pricrity areas and specialized public organizations

3-5 [By C/P] Continue internal audit trainings and OJT in other areas which
had been conducted under the Project phase 1

4.7 Dévelopa
4-2 Develop first version of check-lists for quality assurance of internal audit

4-3 Develop an annual plan to conduct the quality assurance activities
4-4 Train staff for quality assurance of interna! audit using the check lists

4-5 Practice quality assurance activities and make reports on an activity 4-3
plan basis

4-6 Develop final version of check-lists for quality assurance of internal audit

PM Form
See the Monitoring Sheet
Summary

with Mongolian

trainer who has
knowledge and

preferably in Project

Phase1 and the IAPIs is

necessary to deliver the training

m working with the 1APIs and
its candidates on the ground is
essential and critical in order to

carry out activity 3-3

N/A

<|ssues and countermeasures>

tor ng
See the Moniloring Sheel
Summary



Inputs

Expert
Mr Hiroshi, ENDO (Chief Consultant)
(Practical Training 1 / Certification system 1)
Ms Sandagsuren, NARMANDAKH
(Certification system 2)
Mr Motoya, TAMINO
(Practical training 2)
Mr Amane, IMADA
(Practical Training 3)
Mr Masaki, TANABE
ng (Legal framework 1)
Ms Kumi KODAMA
(Practical Training 4 / Certification system 3)
Ms Al MANABE
(Practical Training 5/ Certification system 4)
Ms Noriko Taniguchi
Project coordinator
Ms Mao Tsuiki
coordinator

Mr Keniji Sawami (Proxy Chief Consultant)
(Self-dispatch)

Equipment
Equipment necessary for the Project activilies by experts
Train in Ja
In-cou cou Tra
/ United State of
Activities

Sub-Activities
QOutput 0:

0-1. Collect basic information on internal audit
(e.g number of internal audit conducted,
established audit committee and developed
internal audit charter, and internal auditor in
each organization)

0-2. Conduct self diagnosis based on IA-CM

on progress a
achievements of introducin internal audit

Project Monitoring Sheet Il (Plan of Operation) ver. 4

Actual
Y
v
Month

/
Plan
Actual
Plan
Actual
Plan
Actual
Plan
Actual
Plan
Actual
Plan
Actual
Plan
Actual
Plan
Actual

Month g 10 1112 1

Plan

d Phase 2
2014 2015 2016 2017
Project 1st Year (2014)  Project 2nd Year (2015) Project 3rd Year (2016)
910111212 3 456 7 8 911112123 456 7 8 911112123 45678

Study tour Study tour
2014 2015 2016 2017
Project 1st Year (2014) Project 2nd Year (2015) Project 3rd Year (2016)

234568678 91011121

2345678911121 2345¢8678

Remarks

Responsible Organization

Japan Mongolia
O O
@) O
O O

PM Form3-3 Monitoring Sheet 11
Annex-1-03

Version 4.0
Dated Jul.2016
Monitoring

Issue Solution

Mr Sawami has taken
over Mr Endc's role
with additional inpul by
experienced experts

Mr Endo has been
absent from project
field work since

Dec 2015 because of
his poor health

The equipment has

been provided with CP N/A
as scheduled
Not §taneq a N/A
consideration yet
study tour was
as N/A
. Issue &
Achievements Countermeasures
Achieved in the first
year and, obtained
additionally at the N/A
study tour in 2nd
year
Achieved in the first N/A
year
Achieved in the first N/A
year



utput 1. The solution of establishing a more solid legal foundation of

internal audit is identified.
1-1 Develop a work plan

1-2. Collect & analyze other countries
experiences relating to legal foundation of
internal audit and status of internal auditors
1-3 Identify the appropriate options of
enhancing legal foundation of internal audit and
internal auditors

1-4 Develop concept paper of possible legal
framework based on the activities 1-1~1-3.
(NOTE) The way of taking subsequent actions
will be decided between BC-RM Dept and
JICA sides based on the concept paper

1-5. |BY C/P] Levelop onginal drar ot legal
framework based on 1-4 above

1-6 [By C/P] Develop draft bill of legal
framework based on 1-4 above

Output 2. Qualified internal auditor certification system is introduced.

2-1. Develop a work plan and set up a working
group

2-2. Collect & analyze other countries
experiences relating to CIAPPS & CPE

2-3 Develop IAPPS &CPE and IAPI framework
documents

Z-4 L0Nauct Tnancial planning on
implementation of [APPS & pre-test training
and training for 1API

2-5. Designate responsible organization for
implementation of [APPS & CPE

2-6 Design IAPPS trial test & pre-test training
contents

2-7. Conduct trainings for IAPPS candidates

LS A

Plan
Actual

Plan
Actual

Plan

Actual

Plan

Actual

Plan
Actual
Plan
Aclual

Plan
Actual
Plan

Actual

Plan

Aclual

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Actual

() Concept & Draft-making

Sludy tour

IN/A

N/A
() Regulation by Ministry of MOF

Study tour

2/5

(I} Approval & Implementation

(11} Internal audit law

PM Form3-3 Monitoring Sheet 11

Annex-1-03

Completed as
scheduled in the first N/A
and second year

Completed in the

first year NIA
Com}pleted in the N/A
first year
Completed in the N/A
second year
In progress by C/P N/A
In progress by C/P N/A

Completed as
scheduled in the first N/A
and second year

Com‘pleted in the N/A
first year

Completed of 1st
Meeting but need N/A
discussion

Completed of 1st

Meeting but need Need to discuss at

discussion nextJCC
Completed N/A
This activity will be
Completed support as
necessary as a part
of Activity
In progress
Implemented 1st N/A

training in the 2nd
Project Year

Sm



2-8. Conduct IAPPS trial test

2-9. Develop |APPS participators and other
training participators records

2-10. Support providing training for IAPPS

2-11. Train the IAPIs and its candidates to
acquire practical skills required to disseminate
internal audit

2-12. Certifying candidates who satisfy
necessary conditions as the IAPIs

Plan

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Delay

3/5

conducted by MOF

PM Form3-3 Monitoring Sheet [I

Annex-1-03
In progress
Implemented 1st

fraining in the 2nd NIA

Project Year
This activity will be
support as
In progress
necessary as a part
of Activity
In progress
(completed for the N/A
second year
activities.)
In progress
(completed for the N/A
second year
activities.)
In progress
(completed for the N/A

second year
activities.)



Output 3. Internal auditors' capacity of practicing internal audit is further

3-1. Develop a work plan and set up working
groups

3-2 Conduct financial planning exercise on
implementation of trainings and OJT

3-3 Develop the internal audit manuals in
priority areas and common manual for
specialized public organization(e g local
governments, schools, hospitals, customs etc.)

3-4 Conduct training for internal auditors to
use the internal audit manuals in priority areas
and specialized public organizations

3-5. [By C/P] Continue internal audit trainings
and OJT in other areas which had been
conducted under the Project phase 1

Output 4. Internal Audit Quality Assurance system is introduced.

4-1 Develop a work plan

4-2. Develop first version of check-lists for
quality assurance of internal audit

4-3 Develop an annual plan to conduct the
guality assurance activities.

4-4 Train staff for quality assurance of internal
audit using the check lists

4-5, Practice quality assurance activities and
make reports on an activity 4-3 plan basis

4-6 Develop final version of check-lists for
quality assurance of internal audit

M /m/M

Plan
Actual
Plan

Actual

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Plan

Plan

Plan

Actual

Plan

Actual

Plan

Actual

() Develop manuals

The fitst version delayed

(I Develo achecklist

4/5

(Il) Trainings

PM Form3-3 Monitoring Sheet ![I

Completed as
scheduled in the first
and second year

Completed in the
first year

1st draft was
submitted to C/P

Annex-1-03

N/A

N/A

Need to discuss to
determine the date
of release

Will be conducted The manuals is slill under

in delay

In progress by C/P
Need more
discussion

Completed as
scheduled in the first
and second year

Completed as
scheduled in the first
and second year

Completed
(1st Project Year in lhe
Work Plan)

In progress

Completed lor 1st year
activities
Will cantinue In the third year
for tocal governmental
organizations

Will be developed
in project 3 rd year

draft Training will be
starled after releasing it

N/A

N/A

N/A

N/A

N/A

N/A

N/A



Monitoring Plan

Monitoring

Reports/Documents

Public Relations

AL
Yo

v

Month 9 1C 11

~
Plan
Actual
Plan

Actual

Plan

Actual

Plan
Actual
Plan
Actual
Plan

Actual
/
Plan

Actual

Plan

Actua
-
Plan

Actual

Plan
Actual

2014 2015

PM Form3-3 Monitoring Sheet Il

2016 2017

Project 1st Year (2014) Project 2nd Year (2015) Project 3rd Year (2016) Remarks |ssue

5/5

Special
*

12345678 9111121 234567891111 123458678

N/A

Completed as
scheduled in the first
and second year

N/A

N/A

N/A

Completed as
scheduled in the first
and second year

Solution

N/A

N/A

N/A

N/A

N/A

N/A

N/A



P ect Title: t ect for Internal Audit Phase 2

ar Pro ect 2nd Ye: (¢
Inputs
11 10 12
| Create a work plan \
0-1 Collect busic information on imternal audit (v g Plan I
vumber of internal audil conducies, established audit !
co ceand
bt ena ad or Actual
2
£ 0-2 Conduct self diagnosis based Plen !
= -2 Conduct self diagnosis based on
2 Actual L :
- on progress and Plan I
b achicvements of introducing internal audit
‘E n Actual [ 3
: Conduct O Study Tri Plan lia '
- onduct Overseas Study Trip .
e Actual L B
z Plan J:C ccC Jcc JCC
- Conduct JCC meetings .
i Actual L [ !
o Plan
Credte Monitoring Sheet
Actual !
. Plan
Develop a Completion Report
Actual
.
h} Plan p |
EE-] Develop a work plan £
e a3 Actual [ |
S E
E = Collect & analyze other countries Plan
2.2 2 experiences relating 1o legal foundation of
'.E ‘.é internal audit and status of internal auditors A¢gual
== )
-] ldentify the appropriate options of Plan
E £ 3 enhancing legal foundation of internal audit
S & and internal auditors Actual
e £
g% Develop concept paper of possible legal
% H framework based on the activities 1-1~1-3  Plan
b = (NOTE) The way of taking subsequent
£ actions will be decided between BC-RM e K
= 5 Dept and JICA sides based on the concept  Actual
5= paper
E & -
I [By C/P] Develop original draft of legal Plan
= -5 framework based on 1-4 above
-6 [By C/P] Develop draft bill of legal
framework based on |-4 above Actual
5 Develop a work plan and set up a working Plan
group Actual
5 Collect & analyze other countries Plan ar 1
- experiences relating to CIAPPS & CPE Actual i
o ,: 23 Develop IAPPS &CPE and 1API Plan :
g “ framework documents Actual 1
3
E Conduct financial planning on Plan
-4 2-4  implementation of IAPPS & pre-test
S \raining, and training for 1AP1 Actual
@
-,
2 25 Designate responsible organization for Plan
'.E - implementation of IAPPS & CPE Actual
g
=
T 5 Design IAPPS trial test & pre-test training  Plan
E - contents Actual
2
E 2-7  Cond inings for IAPPS candid
z - onduct trainings for candidates
7-: Actual - L M
=
5 . Plan i
E 2-8  Conduct IAPPS trial test
. Actual H
& ¥
= Develop registration system of registered  pjan §
5 2-9  1APPS participators and training . ¥
~ participants records Actual O O
5 . . e £ Plan
S 2-10 upport providing training for LAPPS
Actual m i
Train the IAPIs and its candidates to Pian
2 acquire practical skills required to i
disseminate internal audit Actual ¥
212 Cenifying candid who satisfy y Plan ¢
conditions as the 1APIs Actual §
]
\ i
. Develop a work plan and set up working ~ Plan
3
groups Actual
N Conduct financial planning exercise on
- . . I
implementalion of trainings and OJT Actual
Develop the internal audit manuals in
priority areas and common manual for Plan
3-3  specialized public organization(e g local
governments, schools, hospitals, customs Actual
elc)
[
Canduct training for internal auditors to use Plan . i i
. h . - T o firct vorei A H
3-4  the internal audit manuals in priority areas
and specialized public organizations Actual
[By C/P] Continue internal audit trainings  pjan 5
3-5 and OJT in other areas which had been ”
conducted under the Project phase | Actual A
assurance \
g 4 Devel kpl Plan
¢ ovelop a work plan
& Actual 1!
<
] 4 Develop first version of check-lists for Plan I
Z qualily assurance of internal audit Actual !
r
g "'8 4 Develop an annual plan to conduct the Plan
5 2 quality assurance activities Actual |
-2
E £ ; 1 i Plan
- 4d Train staff for quality assurance of internal
= audit using the check lists Actual
=z s Practice quality assurance activities and Plan
- make reports on an activity 4-3 plan basis Actual
3
g Develop final version of check-lists for Plan
quality assurance of internal audit Actual

o s v s sy

Seriously Delayed t ; Target period for this month’

June. 2016 - e
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MINUTES OF MEETING

ON

THE SIXTH JOINT COORDINATION COMMITTEE

ON

CAPACITY DEVELOPMENT PROJECT FOR INTERNAL AUDIT PHASE 2
IN MONGOLIA

Japan International Cooperation Agency (hereinafter referred to as "JICA") and

Budget Control and Risk Management Department (hereinafter referred to as “BC-RM

Dept.”) of Ministry of Finance of the Government of Mongolia (hereinafter referred to
as "MOF") held the Joint Coordination Committee (hereinafter referred to as "JCC")

Meeting within as stipulated in the framework of the Record of Discussions (hereinafter

referred to as "R/D") for " Capacity Development Project for Internal Audit Phase 2"

(hereinafter referred to as "the Project™).

As a result of the discussions, JICA and BC-RM Dept. made this Minutes of

Meeting in order to confirm the mutual understanding and the matters agreed in the

discussions attached hereto.

sL o
Mr. Mutsuri Sato
Chief Representative
Mongolia Office

Japan International Cooperation Agency

Mr 1
Chief, JICA Expert Team

Ulaanbaatar, December 8th, 2016

Mr. N Buyantogtokh
State , Ministry of Finance of
Mongolia

Mr. Gantulga Badamkhatan
Director, Development Financing and Debt
Management Department, Ministry of

Finance of Mongolia
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The Environment of Internal Audit in Mongolia

1.

I1.

1.

1.

it.

iii.

2.

i.

MOF (hereinafter referred to as “Counterparts”) and JICA confirmed the current
situation of Mongolia with respect to internal auditing and activities since the
JCC on 24" June, 2016.

After the Parliament election held June 30, 2016, the Minister and State Secretary
of Finance have newly appointed. In addition, internal auditors of other Ministries

and Implementing Agencies have also changed drastically.

The review of the second year activities
Counterparts reviewed the second year activities and the JCC members agreed with

the achievement. (Annex 3)

The third year work plan was introduced by Counterparts.

Counterparts introduced the work plan of the Project regarding the third year
activities. (Annex 4) The JCC members agreed with the work plan and will promote
the project proactively to achieve outputs. The outputs to be achieved are the

followings;

Output 1 (Legal institutionalization for internal audit)

Support activities relating with submission of the “Internal Audit Bill for Public
Sector” to the Parliament Fall Session, which have newly added as Activity 1-7
in the Project Design Matrix (hereinafter referred to as “PDM?”). Please refer to
“III. Main Point Discussion, ii. Addition of Activity 1-7” for the background.
Support Counterparts to organize opinion exchange meeting and conducting
Needs and Impact Survey, which are mandatory under the Legislation Law
(enforcement from 1st January, 2017) of Mongolia during the submission of
Draft Bill to the Parliament.

Support Counterparts conducting activities to promote understanding on
internal audit for newly assigned Ministers, State Secretaries and Directors of

Internal Audit Departments and other stakeholders.

Output 2 (Internal Auditor Professionals for Public Sector (hereinafter referred to as
“IAPPS”),& Continuing Professional Education (hereinafter referred to as “CPE")
and Internal Audit Practical Instructors(hereinafter referred to as “IAPI”))

Assist Counterparts in conducting IAPPS trial tests and trainings, which are

planned 2 times in fall 2016 and spring 2017 with cooperation of the Institute of

1



6.

ii.

iil.

3.

ii.

1ii.

1v.

4.

1.

ii.

iil.

iv.

Internal Auditors Mongolia (hereinafter referred to as “IIA Mongolia").

Assist Counterparts in organizing IAPI trainings for high score candidates from
the JAPPS trial tests and trainings.

Assist Counterparts to finalize overall Training framework for internal auditors
of public sector in order to improve the capacity of the internal auditors of the

government organizations in Mongolia.

Output 3 (Internal Audit Practical Trainings and Manual Development)
JICA Expert Team together with Counterparts will revise the preliminary version of
Internal Audit Manual and Model Working Papers, which have been prepared
through practical training implemented as On-the Job Training (hereinafter referred
to as “OJT”).
Internal Audit Practical Trainings to the priority Ministries and other
government organizations will be held using the revised Internal Audit Manual
and Model Working Paper. Technology transfer will be implemented to
Counterparts to conduct such trainings from the JICA experts through trainings
for priority Ministries.
Support conducting regional trainings, using revised Internal audit manual for
Local Government internal auditors, which are planned in November, December
2016 and spring 2017
JICA Expert Team will implement OJTs to the priority Ministries on a
continuing basis from the previous year activities.
Counterparts review and finalize Internal Audit Manual and Model Working

Paper revised and submitted by JICA Expert Team in April for bookbinding.

Output 4 (Internal Audit Quality Assurance Manuals)
Trial quality assurance will be done in three local provinces, selected by
Counterparts, using Quality Assurance Manual, which includes Checklist
(hereinafter referred to as “Quality Assurance Manual”) drafted by JICA Expert
Team.
JICA Expert Team will finalize the Quality Assurance Manual by April, based
on IIA standards through the above mentioned Quality Assurance activities.
Counterparts review and finalize the IIA based Quality Assurance Manual in
May for bookbinding.

Counterparts will finalize the Quality Assurance Framework.



br

5. Output 5 (Development of Medium -term strategic plan)

ii.

iil.

III.
1.

i.

ii.

This output is newly added in the third year project activity for assisting
Counterparts in formulation of the Internal Audit Medium-term Strategic Plan
(2017-2020). Please refer to “III. Main Point Discussion, i. Addition of Output 5”
for the background.

Working group consists of the JICA Expert Team and Counterpart members
will be formulated and prepare working plan, which specifies works to be done
and person in charge.

Draft Medium-term Strategic Plan will be discussed by related parties through
opinion exchange meecting and/or collect opinions from Government
organization by official letter and the opinion is reflected to the Plan if
appropriate.

Counterparts finalize and take approval action by the Minister of Finance.
Approved Medium-term Strategic Plan will be printed and distributed to the

appropriate organizations.

Main Point Discussion

Background

Addition of Output 5

Both CP and JICA Expert Team recognize that Mongolia is in a transition
periods as Mongolian government decided to follow international standards for
their internal audit system and that for the next four years (2017-2020) after
new government from June 2016 is a significant period to steer the internal
audit in Mongolia. For this reason, development of a feasible, sustainable and
viable plan is essential and JICA Expert Team assists in developing the plan.
Addition of Activity 1-7

JICA Expert Team assisted to develop the concept paper and the bill of Law of
Internal Audit in the Public Sector. This bill is the significant base for further
development of internal audit system in Mongolia. Accordingly JICA Expert
Team additionally supports activities relating with submission of the bill to the

parliament in order to conduce the bill to surely come into force.

2. Changes in PDM and Plan of Operations

JICA Expert Team explained about the points that have to be changed on PDM and
Plan of Operation mainly due to new addition of Output 5, Activity 1-7 and other

3



changes (e.g. ensuring consistency between output and indicator etc.) in the third
year activities. The JCC members agreed with the changes in PDM and Plan of
Operation. (Annex 1 & 2)

Annex:

Annex 1: Project Design Matrix ver.2.0
Annex 2: Plan of Operation

Annex 3: Monitoring Sheets ver.4.1
Annex 4: Work Plan (3" Year)



Project Title:

Revised Project Design Matrix

Capacity Development Project for Internal Audit Phase 2

Implementing Agency: Ministry of Finance, Mongolia

Target Group:
Period of Project:

Project Site: Mongolia
Narrative Summary
Overall Goal
The Mongolian governmental
internal auditors are able to conduct

internal audits in a more sustainable
environment

Project Purpose

The Mongolian government
zstablishes a more solid framework
of internal audits in accordance with
the Strategic Plan 2014-16

/4

Ministry of Finance, Central Government Ministries and Local Governments
Three Years (From 2014/09 To 2017/08)

Model Site: N A,

Objectively Verifiable Indicators Means of Verification

1 [reference] Upgraded level of assessment results of Internal Audit Capacity Model (IA-CM) in 1) Assessment by BC-RM Dept and/or third
Mongolia: Move up more than one from Level 2 parties (¢ g WB) and JICA based on IA-CM in
2020

2 Established legal framework of intenal audit 1) Enacted law and/or regulations

3 Continued implementation of internal audit: increase number of IA reports, recommendations, 1) Assessment of quality assurance in 2020

follow-up

4 Increased number (and/or percentage) of audited organizations, Internal Auditor Professionals 1) More than 40% of Mongolian governmental
for Public Sector (IAPPS) and Internal Audit Practical Instructors (IAPI) internal auditors finish trainings provided by MOF

1. [reference] Upgraded level of assessment resuits of Internal Audit Capacity Model (IA-CM) in
Mongolia: Move up more than one from Level 2 on the Project scope areas in [A-CM
*Level of the other area will be checked in Overall goal indicator

1) [reference]Assessment by BC-RM Dept. and/or
third parties (e.g. WB) and JICA based on IA-CM
2. Continued progresses of actions for enhancing internal audit and internal auditors in legal 1) The original draft and the draft bill
framework(e g. draft laws & regulations, etc )

3 Increased number of IAPPS:
1) 100 IAPPSs training participators

1) Assessment at the final JCC

4-1, Continued implementation of internal audit using the manuals under development in the 1) IA reports made by using practical internal audit
priority areas manuals(including risk-based approach) in priority
4-2 Continued implementation of internal audit in specialized public organizations: "16" (number areas

of IA reports, recommendations, follow-up)

4-3, [reference] Continued implementation of ordinary internal audit in the other areas "8"
(number of 1A reports, recommendations, follow-up)

2)[reference] IA reports made by using risk-based
internal audit manuals in the other areas

5. Increased number (and/or percentage) of audited organizations, IAPPSs and IAPIs:
100(number and/or percentage)

1) Reports made by International Audit Quality
Assurance system

6 Implemented Internal Audit Quality Assurance systems: 2-3 reports” are made

Objectively Verifiable Indicators Means of Verification

Version 2.0
Dated December 2016

Important Assumptions Achievement

1 The Mongolian government will
not change the policy for
enhancement of internal audit
function which meets international
standards and practices.

2 Any changes in organizational
structures of the Mongolian

government which may affect the
project activities will not happen.

3 A significant reduction of the
necessary budgetary and human
resource allocation and other
institutional arrangements in CPs as
to prevent the project from
proceeding will not happen.

Important Assumptions

Annex-1.1
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1 The solution of establishing a 1-1 Developed working paper(s) on other countries experiet d appropriate options of

more solid legal foundation of
internal audit is identified

2. Qualified internal auditor
certification system is
introduced.

3, Intemnal auditors’ capacity of
practicing internat audit is
further strengthened.

y

legal foundation

1-2. Developed concept paper of new legal framework on internal audit

2-1 Developed IAPPS training framework documents

2-2 Developed IAPPS frial test & learning materials and program

2-3 Continued implementation of IAPPS trial test and pre-test training

2-4 Developed JAPPS participators and personal other training records

2-5, Continved implementation of training for IAPI : "3 " trainings” are conducted, grades atter
the trainings, coverage of government organization conducted trainings, grades after the trainings

2-6. Number of IAPI who are deployed at ministries, local governments and government
agencies is more than "100"

3-1 Document workingpapers of each audit phase (total of 4 audit phases- planning, fieldwork,
reporting and follow-up) through internal audit practice conducted by priority ministries lead by
C/p

3-2, Developed practical internal audit manuals in priority areas

3-3. Continued implementation of training for using the manuals under development in priority
area: "40" trainings and OJT(On the Job Training) are conducted

3-4. Developed practical internal audit manual on specialized public organizations

3-5. Continued implementation of training for using the manuals under development on
specialized public organizations: "10" trainings and OJT(On the Job Training) are conducted

3-6 [Reference] Continued engagement in ordinary internal audit with/without involvement of
the JICA Exoert team

1) The working paper(s)

1) The concept paper

1) The IAPPS training framework documents

1) Training schedule,
2) Learning materials on IAPPS

1) Result of IAPPS trial test

1) The participators and personal records for
administration

1) The report on trainings

1) List of Participant who received certificates

1) 16 activity reports are submitted (16 activities
mean that 4 priority ministries submit

workingpapers of each of 4 audit phase-planning,

fieldwork, reporting and follow-up)

1) Practical internal audit manual

1) The reports on trainings and OJT

1) Practical internal audit manual

1) The reports on trainings and OJT

-1.1



Internal Audit Quality 4-1. Developed quality assurance framework documents
system is introduced

4-2 Developed quality assurance manuals (including checklists)

4-3 Developed implementation plans of the quality assurance activities

4-4, Continued implementation of quality assurance activities on a plan basis

Medium-term strategic plan 1s 5-1 Support to draft 2017-2020 medium-term strategic plan
developed

5-2 Review the progress for the 1st quarter of 2017 or affer, along with the medium-term

strategic plan

I he lananese Nide
0-1 Collect basic information on internal audit (¢ g. number of internal audit
conducted, established audit committee and developed internal audit charter, and
internal auditor in each organization)

on

Hold on progress internal audit
in Mongolia based on activities 0-1 & 0-2

a work plan

1-2. Collect & analyze other countries to of
internal audit and status of internal auditors

1-3. Identify the appropriate options of enhancing legal foundation of internal audit and
internal auditors

1-4. Develop concept paper on  activities 1-1~1-
3 (NOTE) The way of taking subsequent actions will be decided between BC-RM
and JICA sides based on the concept paper.

1-5. [By C/P] Develop original draft of on 1-4

1-6. [By C/P] onl above

1-7 Support to
“Developa work planand setupa  group

2-2, Collect & analyze other countries experiences relating to IAPPS & CPE
2-3 Develop IAPPS training framework documents

Conduct financial on pre-test training, and
for IAPI

1) The quality assurance framework documents

1) The quality assurance manuals (including
checklists) for both internal and external quality
controls

1) The implementation plans of the quality
assurance activities

1) Status report of implementation plan
2) Monitoring reports after the quality assurance
activities started

1) Enforcement items proposed by JICA experts

1) Summary of review

The Mongolian Side

Pre-Conditions

Annex-1.1



2-5 Designate responsible organization for implementation of IAPPS training

2-6 Design IAPPS trial test & pre-test training contents
2-7 Conduct trainings for IAPPS candidates
2-8 Conduct IAPPS trial test

2-9. Develop IAPPS participators and other training participators records

2-10. Support providing training for IAPPS

2-11 Train the IAPIs and its candidates to acquire practical skills required to
disseminate internal audit

2-12 Certifying candidates who satisfy necessary conditions as the IAPIs

3-1 Develop a work plan and set up working groups
3-2 Conduct financial planning exercise on implementation of trainings and OJT

3-3 Develop the internal audit manuals in priority areas and common manual for
specialized public organization(e g. local governments, schools, hospitals, customs etc.)

3-4. Conduct training for internal auditors to use the internal audit manuals in priority
areas and specialized public organizations

3-5. [By C/P] Continue internal audit trainings and OJT in other areas which had been
conducted under the Project phase 1

4-1. Develop a

4-2 Develop first version of check-lists for quality assurance of internal audit
4-3. Develop an annual plan to conduct the quality assurance activities

4-4 Train staff for quality assurance of internal audit using the check lists.

4-5. Practice quality assurance activities and make reports on an activity 4-3 plan basis

4-6, Develop final version of check-lists for quality assurance of internal audit
STI_D_ev_el;p_a -v-v(;k_pﬁn_a;d_seTuB a group

5-2 [By C/P] Decide the basic policy of medium-term strategic and enforcement items

5-

[¥9)

. Support to draft 2017-2020 medium-term strategic plan

5

4 [By C/P] Finalize 2017-2020 medium-term strategic plan

5-5. Review the progress for the first quarter of 2017 and revise medium-term strategic
plan if necessary

not assistance in the aim of sustainability

with Mongolian
trainer who has relevant
and experience
in Project Phasel and the
is necessary to deliver the

working with the IAPIs and
its candidates on the ground is
and critical in order to
activity 3-3

»

<Issues and countermeasures™>

N/A

Annex-1.1



[PDM revision summ table]

Ne

1

Narrative Summary

Overall goal

Project
Purpose

4.3

2-1

Before

Annex-1.2

After Before After .
Revised reasons

Objectively Verifiable Indicators Means of Verification

Continued implementation of internal
audit using the developed manuals in
the priority areas

Developed IAPPS trial test &
Continuing Professional Education
(CPE) framework documents

Continued implementation of training
for IAPI : "5" trainings" are conducted,
grades after the trainings, coverage of
government organization conducted
trainings, grades after the trainings

1) Assessment by BC-RM Dept. and/or 1) Assessment by BC-RM Dept. and/or Clarified timing of verification
third parties (e.g. WB) and JICA based third parties (e.g. WB) and JICA based

onIA-CM on IA~-CM in 2020

1) Assessment at the final JCC 1) Assessment of quality assurance in Readjusted measuring method and
2020 timing of verification

1) Assessment at the final JCC 1) More than 40% of Mongolian Readjusted measuring method.
governmental internal auditors finish
trainings provided by MOF

1) Assessment by BC-RM Dept. and/or 1) [reference]Assessment by BC-RM  Ensured consistency with Indicator
third parties (e.g. WB) and JICA based Dept. and/or third parties (e.g. WB)
on IA-CM and JICA based on IA-CM

Continued implementation of internal Ensured consistency with Indicator
audit using the manuals under
development in the priority areas

2) 1A reports made by using risk-based 2)[reference] 1A reports made by using Ensured consistency with Indicator
internal audit manuals in the other risk-based internal audit manuals in the
areas other areas

Developed IAPPS training framework 1) The IAPPS framework documents 1) The IAPPS training framework Rephrased to clarify its intent
documents documents

Continued implementation of training Changed based on current situation
for IAPI : "3 " trainings" are

conducted, grades after the trainings,

coverage of government organization

conducted trainings, grades after the

trainings



2-6

3 Outputs

3-3

3-4

3-5

5-1

5-2

Demonstrated group ownership and
leadership: 4 working groups lead by
C/P. Each group makes 4 activity
reports. (Total:16 activity reports)

Continued implementation of training
for using the manuals in priority area:
"40" trainings and OJT(On the Job
Training) are conducted

Continued implementation of training
for using the manuals on small
organizations: "10" trainings and
OJT(On the Job Training) are
conducted

1) Certification documents.

Document workingpapers of each audit = Procedure guidance
phase (total of 4 audit phases-

planning, fieldwork, reporting and

follow-up) through internal audit

practice conducted by priority

ministries lead by C/P.

1) 4 groups are unified in priority
areas,

16 activity reports are submitted
(4groups X 4 audit processes-
preliminary, fieldwork, reporting
follow-up)

1) The internal audit manuals for the
designated four priority areas at least if

Continued implementation of training
for using the manuals under

development in priority area: "40" completed
trainings and OJT(On the Job
Training) are conducted
1) The reports on trainings

Continued implementation of training
for using the manuals under
development on specialized public
organizations: "10" trainings and
OJT(On the Job Training) are
conducted

Develop the basic policy of medium-
term strategic and enforcement items

Review the progress for the Ist quarter
of 2017 or after, along with medium-
term strategic plan

1) List of Participant who received
certificates

1) 16 activity reports are submitted (16
activities mean that 4 priority
ministries submit workingpapers of
each of 4 audit phase-planning,
fieldwork, reporting and follow-up)

1) Practical internal audit manual

1) The reports on trainings and OJT

1) Practical internal audit manual

1) The reports on trainings and OJT

1) Enforcement items' draft proposed
by JICA experts

1) Summary of review

Annex-1.2

Rephrased to clarify its intent

Rephrased to clarify its intent

Ensured consistency with Indicator

Ensured consistency with Indicator
Changed based on current situation

Ensured consistency with Indicator

Ensured consistency with Indicator
Changed based on current situation

Newly added

Newly added



4

Activities

0-2

1-7

2-3

2-5

5-1

5-2

Before
Conduct self diagnosis based on 1A-

Develop IAPPS & CPE and IAPI
framework documents

Designate responsible organization for
implementation of IAPPS & CPE

After Revised reasons
[By C/P] Conduct self diagnosis based Ensured consitency with Project
on [A-CM Purnose
Support activities relating with Newly added as Output 1 Activity

submission of the bill to the parliament

until April, 2017

Develop IAPPS training framework ~ Rephrased to clarify its intent
documents

Designate responsible organization for Rephrased to clarify its intent
implementation of IAPPS training

Develop a work plan and set up a Newly added as Output 5 Activity
working group

[By C/P] Decide the basic policy of ~ Newly added as Output 5 Activity
medium-term strategic and

enforcement items

Draft 2017-2020 medium-term Newly added as Output 5 Activity
strategic plan

[By C/P] Finalize 2017-2020 medium- Newly added as Output 5 Activity
term strategic plan

Review the progress for the first Newly added as Output 5 Activity
quarter of 2017 and revise medium-

term strategic plan if necessary

Annex-1.2



Revised Plan of Operation (Based on Monitoring Sheet II) (Annex-2)

Project Title: Capacity Development Project for Internal Audit Phase 2 Added Output5 by JCC on December, 2016
— |Proiect 1st Year (2014) |Project 2nd Year (2015 |Project 3rd Year (2016) = 1
Inputs e Activities 2014 2015 2016 2017
= 9| m! 11|_ 12 1] 2 31_ 4 §j 6] 7| s! s! m! i 12] 1l 2] 3l 4 s 6] I 3 9] w a w2] 1] 2 3] 4] s 6l 7 8] 9] 10|
Aciviisinl ) e s work plan |- | = I 1 | I
|__Japan —= = S —l =3 |
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b ol ibermal it ooy | |
| commtics and developed intemal audil charter and ~

— 1 :L == - = A I :_-T .

EREEENENEEY S RERE RN
|
|

]
2 imsermad auditor in each organization) Actual | | [
2 - L 1 Bl | | ] . L - ISl (i S | | -
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2 oa LA-CM Actual [
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. practions n Monpolis Actual
H Pl; R — - |
o R an
& Canduct Overseas Study Trip
2 Actual
:é Conduct JCC i Plan
= molings
£ Actval
<
Create Monitoring Sheel Plan
oni ¢ t
Actual
Plan
Denvedop a Completion Report
Actual
Plan
-1 Develop a work plan
Actual
| Collect & analyze other countrics Plan
1-2  |experiences relating lo legal {ation of
internal audit and status of intcrnal auditors | Actual
Identify the approprate oplions of Plan
1-3  |cnhancing legal foundation of intcrnal audit
and imernal auditors Actual
Develop concept paper of possible legal
framework based on the activities 1-1~1-3. |Plan

{NOTE) The way of laking

Internal audit is identified,

Output 1, The solution of establishing a more solid legal foundation of|

Devclop registration system of registered | pjan
2-9  |LAPPS participators and iraining

. actions will be decided between BC-RM
Dept and JICA sides based on the concopt | Actual
paper
|By C/P) Develop original draft of legal Plan
1-5  |framcwork bascd on 1-4 above
1-6 [By C/P] Devclop draft bill of legal
framewark based on 14 above Actual
. ) . Plan
.7 Support aclivilics relating with
) of the bill (o the parliament until April ;
21 Devclop a work plan and sct up a working Plan
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55 |Collect & analyze other countrics Plan
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= 53 |Develop IAPPS iraining fra i Flan
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3
E Conduct financial planning on Plan
': 24 |implementation of TAPPS & pre-test
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S
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<
[
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E
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o
=
=
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=4
~
s
e
=
(=]

participants records | Actual
Plan
2-10  |Support providing training (or IAPPS
Actual
Train the LAPIs and its candidates to Plan
2-11  |acquire practical skills required o
| disseminate internal audit Actual
Certifying candidates who satisfy necessary Plan
2-12 el
conditions as the IAPLs Actual
_g 11 Develop a work plan and set up working Plan
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;‘ E 29 Conduct financial plamming exercise on Plan
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=
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g 3-5  land OJT in other areas which had been T S
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2 41 |Develop a work plan {
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=4 E T T } = |
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a4 audit using the check Tists o |
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g
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= 45 . 5 1
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=
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o
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= R B e
E E- i Plan
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3 Plan |
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w Actual |
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December. 2016 [ ] v [ ] veere




AN
\

/

Annex-3.1

PM Form 3-1 Monitoring Sheet Summary

TO CR of ICA HEADQUARTERS & MONGOLIA OFFICE
PROJECT MONITORING SHEET

r Internal Audits in
Version of the Sheet: Ver.4.1(4.0 revised)

Name: KENJI SAWAMI
Title: Team T.ea
Submission Date: Dec. 8™ 2016

L Summary

1 Progress

1-1 Progress of Inputs

Resource input 5.13MM out of Total 25.68MM

Updated 1-2 and 1-3 only at this JCC

1-2 of Activities

Activities Status
0-1. Collect basic information on internal audit In progress
0-2. [By C/P] Conduct seif-diagnosis based on IA-CM In progress

0-3. Hold discussions on progress and achievements of introducing

. . — . o In progress
internal audit practices in Mongolia based on activities 0-1 & 0-2

In progress
1-1.Develop a work plan (Completed 1st and 2
Project Year)
1-2. Collect & analyze other countries experiences relating to legal
. . . . X Completed
foundation of internal audit and status of internal auditors
1-3. Identify the appropriate options of enhancing legal foundation of
Completed

internal audit and internal auditors

51 o
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1-4. Develop concept paper of possible legal framework based on the
activities 1-1~1-3. (NOTE) The way of taking subsequent actions will be
decided between BC-RM Dept. and JICA sides based on the concept

paper.

1-5. [By C/P] Develop original draft of legal framework based on 1-4
above

1-6. [By C/P] Develop draft bill of legal framework based on 1-4 above

1-7. Support activities relating with submission of the bill to the
parliament untill April, 2017

2-1. Develop a work plan and set up a working group

2-2. Collect & analyze other countries experiences relating to IAPPS &
CPE

2-3. Develop IAPPS training framework documents

2-4. Conduct financial planning on implementation of [APPS & pre-test

training, and training for [API

2-5. Designate responsible organization for implementation of IAPPS

training

2-6. Design IAPPS trial test & pre-test training contents

2-7. Conduct trainings for IAPPS candidates

2-8. Conduct IAPPS trial test

2-9. Develop IAPPS participators and other training participators records

2

Annex-3.1

Monitoring Sheet Summary

Completed

In progress by C/P

In progress by C/P

In progress
(Completed st and 2
Project Year)

Completed

In progress

In progress
(Completed for 1%
Meeting but need
discussion)

Completed

Completed

In progress
(Implemented 1% training
in the 2™ Project Year)
In progress
(Implemented 1% training

in the 2™ Project Year)

In progress



PM Form 3-1

2-10. Support providing training for IAPPS

2-11. Train the IAPIs and its candidates to acquire practical skills
required to disseminate internal audit

2-12. Certifying candidates who satisfy necessary conditions as the
IAPIs

3-1. Develop a work plan and set up working groups

3-2. Conduct financial planning exercise on implementation of trainings
and OJT

3-3. Develop the internal audit manuals in priority areas and common
manual for specialized public organization(e.g. local governments,
schools, hospitals, customs etc.)

3-4. Conduct training for internal auditors to use the internal audit
manuals in priority areas and specialized public organizations

3-5. [By C/P] Continue internal audit trainings and OJT in other areas
which had been conducted under the Project phase 1

4-1. Develop a work plan

4-2. Develop first version of check-lists for quality assurance of internal
audit

4-3. Develop an annual plan to conduct the quality assurance activities.

4-4, Train staff for quality assurance of internal audit using the check
lists.

4-5. Practice quality assurance activities and make reports on an activity
4-3 plan basis

)
.

Annex-3.1

Monitoring Sheet Summary

In progress

In progress

In progress
(Completed for 2™ year

activities)

In progress

(Completed 1st and 2™
Proiect Year)

In progress
(Completed for 1%

Meeting but need
discussion)

In progress
(The 1% draft was
submitted to C/P)

In progress

In progress

(Need more discussion)

In progress
(Completed 1st and 2"
Project Year)

Completed

In progress
(Completed 1* Project Year
in the Work Plan)

In progress

In progress
(Completed for 1% year
activities. Will continue
in the 3™ year for local
governmental
organizations.)



Annex-3.1
PM Form 3-1 Monitoring Sheet Summary

. . . . In progress
4-6. Develop final version of check-lists for quality assurance of internal
) (Will be started in project
audit

year 3)
5-1. Develop a work plan and set up working group

5-2. [By C/P] Decide the basic policy of medium-te  strategy and
enforcement items

5-3. Support to dr  2017-2020 medium-term strategy plan

5-4. [By C/P] Finalize 2017-2020 medium-te  strategy plan

5-5. Review the progress for the first qu er of 2017 and revise

medium-term strategy plan if necessary

1-3 Achievement of Qu ¢

Output 1. The solution of establishing a more solid legal foundation of

) o . Completed
internal audit is identified.

Output 2. Qualified internal auditor certification system is introduced. In progress

Output 3. Internal auditors' capacity of practicing internal audit is further

In progress
strengthened. Prog

Output 4. Internal Audit Quality Assurance system is introduced. In progress

Output 5. Medium-te  strategic plan is developed.

Update the followings (1-4~4) at the time of submitting the monitoring sheets v.5.

bV
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PM Form 3-1  Monitoring Sheet Summary

1-4 Achievement of the Pro ect Pu

Project Purpose Status
The Mongolian government establishes a more solid framework of In progress, but need
internal audits in accordance with the Strategic Plan 2014-16. discussion

1-5 Changes of Risks and Actions for Mitigation
A comprehensive discussion is needed among the BC-RM Dept. Ministry of Finance
(hereinafter called C/P), JICA, and JICA experts team regarding changes in human resources and
responsible personnel of the C/P organizations and the prioritized ministries after the Parliament

Election in terms of to secure the sustainable entire project activities.

1-6 Progress of Actions undertaken by JICA
Support activities for submission of the draft law and the Concept Paper
Conduct trainings for IAPPS candidates
Support providing training for IAPPS and IAPIs
Develop the common manual for specialized public organization
Conduct training for internal auditors to use developed internal audit manuals
Preparing revised quality assurance manual and check list
Support implementing quality assurance activities for local government organizations

Train staff for quality assurance of internal audit using the check lists.

1-7 Progress of Actions undertaken by Gov. of Mongolia
Develop draft bill of legal framework

1-8 Progress of Environmental and Social Considerations (if applicable)
Not applicable

1-9 Progress of Considerations on Gender/Peace Building/Poverty Reduction
(if applicable)
Not applicable

1-10 Other remarkable/considerable issues related/affect to the project (such as
other JICA's projects, activities of counterparts, other donors, private sectors,

NGOs etc.)
- It is recommended that C/P and JICA experts team shall share the information
and work with harmonization between the theoretical manual funded by World

5
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PM Form 3-1 Monitoring Sheet Summary

Bank and the practical manual which is developed by our project of Output 3.

Delay in the completion of theoretical manual funded by World Bank as
mentioned above, will affect activities related to reviewing quality assurance
check list and its implementation in the local governmental organizations.

For the cost-sharing between C/P and JICA on various training activities, both
C/P and JICA agreed as the result of discussion at JCC (June 2016) that, with a
compliance with basic rules, there is a case that additional discussion is
necessary at every activitiy in consideration to the regime change and economic
conditions.

The nationwide election was held in summer, 2016. The member of stakeholders
have been drastically replaced after the election.

Delay of Work Schedule and/or Problems (if any)
The first version of practical manual will be released in delay (Output3).

Modification of the Project Implementation Plan
Need to be discussed on the next JCC in terms of adding the activities for

comprehensive assistance of Internal Audit mid-term strategy formulation for
2017-2019.

Preparation of Gov. of Mongolia toward after completion of the Project
Not applicable

II. Project Monitoring Sheet 1 & 11
As Attached
III. Other

C/P management provided signed documents as Attached for being in agreement
with the Monitoring Sheets.

BT



Annex-3.2
Project Monitoring Sheet I (Project Design Matrix) Version 4.1(revised 4.0)
Project Title: Capacity Development Project for Internal Audit Phase 2
Implementing Agency: Ministry of Finance, Mongolia

Target Group: Ministry of Finance, Central Government Ministries and Local Governmenfs
Period of Project: Three Years (From 2014/09 To 2017/08)

Version 4.1
Dated December 2016

< Based on the Project Design Matrix used for Working
Plan as of December 2016>

4-1 Continued implemnentation of internal audit using the manuals under development in the
priority areas
4-2 Continued implementation of intemnal audit in specialized public organizations: "16" (number

1) IA reports made by using practical internal audit
manuals(including risk-based approach) in priority
areas

3. A significant reduction of the
necessary budgetary and human
resource allocation and other

Project Site: Mongolia Model Site: N A.
Narrative Summary Objectively Verifiable Indicators Means of Verification Important Assumptions Achievement Remarks
Dverall Goal
The Mongolian governmental 1. [reference] Upgraded level of assessment results of Internal Audit Capacity Model (IA-CM) in 1) Assessment by BC-RM Dept. and/or third parties Sclf diagnosed and introduced
internal auditors are able to conduct Mongolia: Move up more than one from Level 2 (e.z- WB) and JICA based on IA-CM in 2020 e base level of JA-CM in
mternal audits in a more sustainable working plan
snvironment 2. Established legal framework of internal audit 1) Enacted law and/or r jons Concept paper and draft bill have
seen prepared and submitted to
It is premature to reach a ol 4

3 Continued implementation of internal audit: increase number of LA reports, recommendations, 1) Assessment of quality assurance in 2020 conclusion (In progress) nternal Audit field activitics are

follow-up sonducted with experts

4. Increased number (and/or percentage) of andited organizations, Internal Auditor Professionals 1) More than 40% of Mongolian governmental

for Public Sector (IAPPS) and Internal Audit Practical Instructors (1APT) internal auditors finish trainings provided by MOF The first trial test was conducted

ind trainings were provided

Project Purpose 1 The Mongolian government will
The Mongolian government 1. [reference] Upgraded level of assessment results of Internal Audit Capacity Model (IA-CM) in not change the policy for
sstablishes a more solid framework ~ Mongolia: Move up more than one from Level 2 on the Project scope areas in IA-CM 1) [reference] Assessment by BC-RM Dept. and/or enhancement of internal audit Continue to support CP for Sclf diagnosed and the result
of internal audits in accordance with  *Level of the other area will be checked in Overall goal indicator third parties (e.g. WB) and JICA based on IA-CM function which meets international  progress ”l:snquP: ? Loed[: :ezworkmg
the Strategic Plan 2014-16. standards and practices. ’ fsin Leve=

2. Continued progresses of actions for enhancing internal audit and internal anditors in legal 1) The original draft and the draft bill e t £ CP & - " d the draft

. Continue to suppo: for ¢ concept paper and the
framework(e.g. draft laws & regulations, etc.) progress sill have been submitted to CP
2. Any changes in organizational
3. In TAPPS: . -
o m Pnsumber _of AP _S_ 1) Assessment at the final JCC structures of the Mongolian [APPS o and pr was
) S training participators government which may affect the conducted with participation of  Ihe first IAPPS pre-test was
project activities will not happen. more tha"lau ;googﬁm onducted

. R . In , ho Stakcholder should discuss the
of 1A reports, recom:f]endaﬁ}ons, fol]ow.-up) ) ) o o institutional arrangements in CPs as mrg:;)rngm&mjmwm Le started :omenls a.n:lspla.n for practical
4-3. [reference] Continued implementation of ordinary internal audit in the other areas "8" 2)[reference] IA reports made by using risk-based  to prevent the project from affer releasing manual nanual
(number of IA reports, recommendations, follow-up) internal audit manuals in the other areas proceeding will not happen.
5. Increased number (and/or percentage) of audited organizations, IAPPSs and IAPIs: )
100(aumber and/or percentage) APPS and IAPI practical
raining was conducted for
nternal anditors. (Participators: .
{APPS 120 officials, IAPI 20 :b"':)ku‘:h:’ld"’rs :::“]d d.‘:i"“ss s of
fficials) Certificate of o g o pamicpato
ittendance was given to the [API s
Taining participators from JICA
Project Team
6. Implemented Internal Audit Quality Assurance systems: 2-3 reports” are made 1) Reports made by International Audit Quality QA will be conducted, using the
The first report was submitted in . N
Assurance system . revised check list and prepare
he first year
- y . QA manual based on
Checklist review was completed ! . 1t in the thicd
the second year implementation result in the thir
n year
Objectively Verifiable Indicators Means of Verification Important Assumptions
1 The solution of establishing a 1-1. Developed working paper(s) on other countries experiences and appropriate options of 1) The working paper(s) Completed
solid legal foundation of ~enbancing legal foundation The working paper was created
audit is identified. 1nd the option (the independent
LA law) was taken
1-2. Developed concept paper of new legal framework on internal audit 1) The concept paper Completed
The concept paper and the draft
>ill, which are reflected Continue to support CP
somments from I1A Global,
were submitted
Qualified internal auditor 2-1 Developed IAPPS training framework documents 1) The IAPPS training framework documents In progress
certification system is Due to CP’s decision to
introduced accept LA qualification
Contis it CP
framework, IAPPS ontinus £0 suppo
framework is developing
based on it
2-2. Developed IAPPS trial test & learning materials and program 1) Training schedule, Completed for 2nd year
2) Learning materials on I[APPS Training and pre-test materials (v .o support CP
and training curriculum were
developed
2-3. Continued implementation of IAPPS trial test and pre-test training 1) Result of IAPPS trial test Completed for 2nd year
The first IAPPS exam was Continue to sapport CP
conducted for measuring the Ppo
baseline
24 Developed IAPPS participators and personal other training records 1) The participators and personal records for )
administration In proercss Continue to record further
progx Jarticipants
2-5. Continued implementation of training for IAPI : "3 " trainings” are conducted, grades after 1) The report on trainings In progsess
the trainings, coverage of government organization conducted trainings, grades after the trainings 1 training was conducted in the  Continue to provide trainings
second year
2-6. Number of IAPI who are deployed at ministries, local governments and government agencies 1) List of Participant who received certificates 1o progress
is more than "100” Participants in the second ycar:  Continue to provide trainings
26
Internal auditors' capacity of 3-1 Document workingpapers of each audit phase (total of 4 audit phases- planning, fieldwork, 1) 16 activity reports are submitted (16 activities
internal audit is reporting and follow-up) through internal audit practice conducted by priority ministries lead by ~ mean that 4 priority ministries submit 1 progress
strengthened. C/p workingpapers of each of 4 audit phase-planning, Responsible personnels were (L ely
fieldwork, reporting and follow-up) wssigned at the 4 priority areas
nd had begun their works
3-2. Developed practical internal audit manuals in priority areas 1) Practical internal audit manual
In progress CP needs to review the manual
Risk assessment in priority arcas including the consistency with
1nd working paper templates mnanual developed by World
ere finalized by JICA Experts  Bank and finalize and determine
md submitted to CP the release date
3-3. Continued implementation of training for using the manuals under development in prority 1) The reports on trainings and OJT
area: "40" trainings and OJT(On the Job Training) are conducted Training and OJT using manual
[n progress will be conducted after releasing
manual
34 Developed practical internal audit 1 on specialized public organizations 1) Practical internal audit manual In progress P needs to review the manual
Risk assessment in priority areas including the consistency with
ind working paper templates manual developed by World
weze finalized by JICA Experts Bank and finalize and determine
and submitted to CP the release date
3-5. Continued implementation of training for using the manuals under development on 1) The reports on trainings and OJT - )
specialized public organizations: "10" traimings and OJT(On the Job Training) are conducted Training and OJT using manual
[n progress will be conducted after relcasing
manual
3-6. [Reference] Continued engagement in ordinary internal audit with/without involvement of the
In progress In progress
JICA Exvert team
Internal Audit Quality 4-1. Developed quality e fra ork doc 1) The quality assurance framework documents.
system is introduced In progress The framework documents based

on IIA's quality assurancc are
developing



4-2. Developed quality assurance manuals (including checklists)

4-3. Developed implementation plans of the quality assurance activities

4-4. Continued implementation of quality assurance activities on a plan basis

5 Medium-term strategic plan is 5-1. Support to draft 2017-2020 medium-term strategic plan
developed

5-2. Review the progress for the 1st quarter of 2017 or after, along with the medium-term
strategic plan

| he Jananese Side
0-1. Collect basic information on internal audit (e.g. munber of internal andit
conducted, established audit committee and developed internal audit charter, and
internal auditor in each organization)

[By C/P] Conduct self diagnosis based on IA-CM

Hold discussions on progress and achievements internal audit

in Mongolia based on activities 0-1 & 0-2
Develop a work plan
1-2. Collect & analyze other countries experiences relating to legal foundation of
audit and status of internal auditors

1-3 Identify the appropriate options of enhancing legal foundation of internal audit and
internal auditors

14, Develop concept paper of possible legal framework based on the activities 1-1~1-
3. (NOTE) The way of taking subsequent actions will be decided between BC-RM
Dept. and JICA sides based on the concept paper.

1-5. [By C/P] Develop original draft of legal framework based on 1-4 above

1-6. [By C/P] Develop draft bill of legal framework based on 14 above

1-7 Support activities relating with submission of the bill to the parliament until April

2-1. Develop a work plan and set up a working group

2-2 Collect & analyze other countries experiences relating to IAPPS & CPE

2-3. Develop IAPPS fraining framework documents

2-4. Conduct financial planning on implementation of IAPPS & pre-test training, and
training for JAPI
2-5. Designate responsible org;

jon for impl ion of IAPPS training

2-6. Design IAPPS trial test & pre-test training contents
2-7. Conduct trainings for IAPPS candidates
2-8. Conduct IAPPS trial test

2-9 Develop IAPPS participators and other training participators records

2-10 Support providing training for IAPPS

11. Train the IAPIs and its candidates to acquire practical skills required to

internal andit
12 candidates who satisfy necessary conditions as the IAPIs
1. Develop a work s_et—up_ groups
Conduct planning exercise on impl jon of trainings and OJT

3-3. Develop the internal audit manuals in priority areas and common manual for
specialized public organization(e.g local govemments, schools, hospitals, customs etc )

3-4 Conduct training for internal anditors to use the internal audit manuals in priority
areas and specialized public organizations

{By C/P] Continue internal audit trainings and OJT in other areas which had been
conducted under the Project phase 1

1. a work
4-2 Develop first version of check-lists for quality assurance of internal andit

4-3-Develop as-annual plan to eonduct the quality assurance activities:
4-4 Train staff for quality assurance of internal audit using the check lists.
4-5. Practice quality assurance activities and make reports on an activity 4-3 plan basis

4-6. Develop final version of check-lists for quality assurance of internal audit

5T .—D;/;(; ;vu);l-(;l;;ni set up a working group

5-2 {By C/P] Decide the basic policy of medium-term strategic and enforcement items
5-3 Support to draft 2017-2020 medium-term strategic plan

54 [By C/P] Finalize 2017-2020 medium-term strategic plan

5-5 Review the progress for the first quarter of 2017 and revise medium-term strategic

plan if necessary

indicates not experts’ in the aim of sustainability

1) The quality assurance manuals (including
checklists) for both internal and external quality
controls

1) The implementation plans of the quality

assurance activities

1) Status repott of implementation plan
2) Monitoring reports after the quality assurance
activities started

1) Enforcement items proposed by JICA experts

1) Summary of review

The Moneolian Side

Annex-3.2

review. which will be

in the third year QA
was completed in the
Pprogress year
mannal and checklists will
revised based on IIA's quality
throughout QA
in the third year
In progress
In progress
Pre-Conditions
See the Monitoring Sheet See the Monitoring Sheet
Summary Summary
with Mongolian

trainer who has relevant
and experience
in Project Phasel and the
is necessary to deliver the

working with the IAPIs and its
on the ground is essential
critical in order to carry out
33
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N/A
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Project Monitoring Sheet I (Plan of Operation) ver. 4.1 (4.0 revised) Version 4.1
Dated Dec.2016
Monitoring
A‘: 2014 2015 2016 2017
Inputs TrUe Project 1st Year (2014)  Project 2nd Year (2015) Project 3rd Year (2016) Remarks Issue Solution
Month
_— Mr Endo has been absent Mr Sawami has taken
Kenji Sawami (Chief Consultant) Plan from project field work  over Mr Endo's role with
Auditing (Legal Framework 1) Actual since Dec 2015 because  additional input by
Hiroshi, ENDO (ex Chief Consultant) Plan of his poor health experienced experts
Actual
Sandagsuren, NARMANDAKH Plan
Auditing (Legal framework 2 / Quality Auurance 2) Actuat
Motoya, TAMINO Plan
Auditing (Medium-term strategy 2) Actual
Mr Amane, IMADA Plan
(Certification System 2 / Practical Training 3) Actual
Masaki, TANABE Plan
Auditing (ex Legal framework 1) Actual
Ms Kumi, KODAMA (Acting team leader) Plan
Auditing (Legal framework 3 / Practicel Training 1 / Medium-
term strategy 1) Actual
Ms Ai, MANABE Plan
system | /Practical Training 2) Actual
Mr Yoshitaka TANTWAKIL Plan
Auditing (Practical Training 4 Assurance Actual
Ms Yoko SUZUKI Plan
Actual
Ms Noriko Taniguchi Plan
coordinator Actual
Mao Tsuiki Plan
Project coordinator Actual
Equipment - The equipment has been
. - rian provided with CP as N/A
for the Project activities by experts Achml nhaduled
In-country/Third country Training - Study tour Study tour The study tour was
Plan sonducted as scheduled N/A
Actual



Annex-3.3

2/56

once completed in the
1st Project Year)

Activities o 2014 2015 2016 2017 Responsible Organization
FUeC project Ist Year (2014)  Project 2nd Year (2015) Project 3rd Year (2016) Achievements Issue &
Countermeasures
Month 9 1011 1 23 4567891112 234 6738 Japan Mongolia
0:
0-1. Collect basic information on internal audit (e g In progress
: : Plan Achieved in the first
number of intemal audit conducted, established v dl b © ds N/A
audit committee and developed internal audit o o year and, obtaine
harter, and internal auditor in each organization) Actual additionally at the
¢ ’ & study tour in 2nd year
Plan In progress
0-2 [By C/P]Conduct self diagnosis based on IA-CM O @] Achieved in the first N/A
Actual
year
0-3 Hold discussions on progress and Plan In progress
of introducing internal audit practices O @] Achieved in the first N/A
Mongolia based on activities 0-1 & 0-2 Actual year
F)l:ltput.l. The solution of establishing a more solid legal foundation of internal audit (D) Concept & Draft-making (I Ap 1 & Implementation
is identified.
1-1 Devel K pl Plan © o) (Comp;:tgg(;ir:z:eduled N/A
- velop a work plan N in the first and second
ctual tour
vear )
analyze other Plan .
to legal foundation of internal audit and © @] Comp]ete:; the first N/A
of internal auditors Actual Y
options of enhancing Plan .
foundation of internal audit and intemal (e} © Completed in the first N/A
Actual year
1-4 Develop concept paper of possible legal
based on the activities 1-1~1-3 (NOTE) Plan )
: . . Completed in the
way of taking subsequent actions will be o] (6] sccond year N/A
between BC-RM Dept. and JICA sides Actual
on the concept paper
Plan
N/A
on 1-4 above N/A © In progress by C/P
Plan © In progress by C/P N/A
on 1-4 above N/A progress by
with Plan
bil to the until 2017 Actul © o
2. Qualified internal auditor certification system is introduced. ) lation by Ministry of MOF (I Internal audit law
Plan In progress
2-1. Develop a work plan and set up a working ® o (Completed as scheduled NA
group Actual in the first and second
year}
2-2 Collect & analyze other countries experiences Plan ) o Completed in the first N/A
relating to CIAPPS & CPE Actual year
In progress
Plan (Due to CP’s decision
to accept ITA
R P qualification
2-3. Develop IAPPS training framework o o framework, IAPPS NA
documents framework is
Actual developing based on it,



-

Conduct financial planning on implementation
of IAPPS & pre-test training, and training for IAPI

2-5. Designate tesponsible organization for
implementation of IAPPS training

2-6 Design IAPPS trial test & pre-test training
contents

2-7. Conduct trainings for IAPPS candidates

2-8 Conduct IAPPS trial test

Develop IAPPS participators and other training
records

Support providing training for IAPPS

11. Train the IAPIs and its candidates to acquire
skills required to disseminate internal

Certifying candidates who satisfy necessary
as the IAPIs

3. Internal auditors' capacity of practicing internal audit is further

Develop a work plan and set up working
groups

3-2 Conduct financial planning exercise on
implementation of trainings and OJT

3-3. Develop the internal audit manuals in priority
areas and common manual for specialized public
organization(e g. local governments, schools,
hospitals, customs etc )

Plan

Plan

Plan

Plan

Plan

Plan

Plan

Actual

Plan

Plan

Plan

Plan

first vegsion delayed

conducted by MOF

(II) Trainings

Completed of 1st
Meeting but need

Completed

Completed

In progress
Implemented 1st
training in the 2nd
Project Year

In progress
Implemented 1st
training in the 2nd
Year

In progress

In progress
(completed for the
second year
activities.)

In progress
(completed for the
second year
activities )

In progress
(completed for the
second year
activities.)

progress

(Completed as scheduled

in the first and second

In progress

Need more discussion

In progress
1st draft was
submitted to C/P

Need to discuss at
next JCC

N/A

This activity will be
support as necessary
as a part of Activity

N/A

N/A

This activity will be
support as necessary
as a part of Activity.

N/A

N/A

NA

N/A

Need to discuss to

determine the date

release

Annex-3.3
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3-4. Conduct training for internal auditors to use the
internal audit manuals in priority areas and
specialized public organizations

3-5. [By C/P] Continue internal audit trainings and
OIJT in other areas which had been conducted under

the Proiject phase 1

4, Internal Audit Quality Assurance system is introduced.

4-1 Develop a work plan

4-2. Develop first version of check-lists for quality
assurance of internal audit

4-3 Develop an annual plan to conduct the quality

assurance activities

4-4, Train staff for quality assurance of internal
audit using the check lists

4-5 Practice quality assurance activities and make
reports on an activity 4-3 plan basis

4-6. Develop final version of check-lists for quality
assurance of internal andit

Qutput 5. Medium-term strategic plan is developed

5-1 Develop a work plan and set up working group

5-2 [By C/P] Decide the basic policy of medium-
term strategy and enforcement items

5-3 Support to draft 2017-2020 medium-term

strategy plan

5-4 [By C/P] Finalize 2017-2020 medium-term

strategy plan

5-5 Review the progress for the first quarter of
2017 and revise medium-term strategy plan if

necessary

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Actual

Plan

Plan

Actual

Plan

Plan

Actuat

Plan

Plan

(I) Develop a ch

NA

4/5

t

medium-term

In progress

Annex-3.3

The manuals is still under

Will be conducted in dratt Training will be started

delay

In progress by C/P
Need more
discussion

In progress
{Completed as scheduled
in the first and second
year )

Completed as scheduled
in the first and second
year

In progress
(Completed 1st Project
Year in the Work Plan)

In progress

[n progress
(Completed for 1st year
ectivities
Will conlinue in the third ycar
for local governmental
organizations)

In progress
(Will be developed in
project 3 1d year)

afier releasing it

N/A

N/A

N/A

N/A

N/A

N/A

N/A



o3 Monitoring Plan
-

Coordination Committee
Set-up the Detailed Plan of Operation
Submission of Monitoring Sheet
Monitoring Mission from Japan (if necessary)

Joint Monitoring

Post Monitoring

yorts/Documents

Project Completion Report

Events (e g (i) Start of the Project, (ii) enhancing legal foundation of internal audit, (iii)
launching CIAPPAS framework, and (iv) developing manuals in priority areas, etc )

Aa
Vo

Froject
Vear

Month
-
Plan

Actual
Plan

Actual

Plan

Actual
Plan
Actual
Plan

Plan
Actual

Plan
Actusl
Plan

Actaal

Plan
Actual

Project 1st Year (2014)

2015 2016
Project 2nd Year

Special
*
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2017
Project 3rd Year (2016)

Remarks Issue

N/A

Completed as scheduled
in the first and second
year

N/A

N/A

N/A

Completed as scheduled
in the first and second
year

Solution

N/A

N/A

N/A

N/A

N/A

N/A

N/A
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ToBYHJICOH YT

Anriuu
Budget Monitoring &  Risk
management Department
Counterpart
Continuing Professional
Education

Internal Audit Capability Model
Internal Audit Practical Instructors
Internal Auditor Professionals for
Public Sector

The Institute of Internal Auditors
Joint Coordinating Committee
International

Japan Cooperation

Agency

Ministry of Finance

On the Job Training

Project Design Matrix

Record of Discussion

World Bank

Monroa
TecBuiin XsHanT,

VYaupanareix [azap (TXOVI)

Dpcasnuiin

(3acruiin raspein 2013 oHBl 2 capblH
16-HBI 56-p TorToonoop “otoox ayawmr,
XsgHant [IMHKUIITID YHII39HUHA
rasap”-bir “TecBUMH XSHANT, 3PCI3IMIAH
YAVPAJIATHIH razap” GOJITOH 00PYHIICOH)
Xamtpan  axwuiardy  tar/  Tecen
X2PIrKYYyNard Gairyymnara

MbpraxiuitH TacpanTryi cyprair

JloToon aynuThIH YaqBaphIH YHIITI)
JloToon aynMTHIH 3aaBapiiard

VichH cantbapbiH JOTOO ayAuTOP

Joroon AyautopyyasH MHCTUTYT
Xamrapcan Yaupaax Xopoo (XYX)
Ve XamTbIH

Snousl (0(0)

Asxcunnaraansi Baiiryymiara OKAMKA)

Canruita flam (CS5)

Adxibie Baiipan paxe Cyprant

Ipoxext Juzaiin Marpukc / Tecnuiin
aryynrbIr Tycracad XyCHIrT

3acruiin TexHuk

Fa3ap XO00pOHObIH

TyclajiaaHbl XaMTbIH aXuuiaraaHbl

TOCITUNH XINMAITLYYITHAH TIMAIIIAN

Janxniin bauk (/1b)
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1 Tecauiin aryyara

1.1 Yiin axkxniiiiaraanbl TAHWJINYYJITa

Tyc TecnniiH 3xHUH 1waTHR! yin axwmaraar 2011 onel 12 capaac 2014 OHBI 6 capbiH XOOPOHJ
X3P3arKYYJcoH 6a MOHTOJIBIH TallbIH XaMTpaH axuiiard Tan 6onox CaHruiia saMHbl TOCBUITH XAHAT,
SPCIINUIAH YAMpANArbH Ta3apTail XaMTpaH TYpIUWITaHHA XaMpargax 30puUNTOT Oairyysaryyaeir
COHIOH, JOTOOX aymuTTail xonGooToll cypranTeiH 00joH Oycan Marepuanl OONOBCpYYNax, JOTOOX
ayquThiH cyprard Oarmi O3nTr3X, XONMOOrAoX Tallyylak 30pHYyNCaH CypraiT, CeMUHAp 30XHOH
Gaifryynax aiIyyabll XWHCH?3C rajHa, JAOTOOA dyJWUTbIH XODXKIMHH CTPATETd TOJIOBJIOroe
GONIOBCPYYNiax 33par, TOB OONIOH OPOH HYTTHIH 3acar 3axupraansl 6aliryymiaryyaaj JOTOOH, ayAUThbil

HIBTPYYJI9X CYYPHIT TaBUX TOCIHIH 30PHITON HUMLBX Yilll aXKHIIIaraaHyyablr XaparKYYJICoH Oumd.

Tecnuitn x08payraap IIaTHBl XYPIIHI SXHUH 1HATAHA XIPIMKYYAC3H aryynrapn (ZOTOOM ayauThIH
Tamaap ONNTONT erex, AOTOOJ AyIUTODPBIT YaJaBXIKyylax, AyHA XyrauaaHbl XeDKIUHH TeloBIoree
G0JI0BCpYyIIax) TyAryypiad, MoHron YiceH TeB, OpOH HyTIUIH 3acar 3aXHpraaHsl 6airyynnaryysiH
JOTOON ayAuThIH Xyy/b 3pX 3YHH OpYHBIT OYpAYYJI3X, JOTOOA AyAWTOPBIH 33P3C ONIOX TOLTOMLO0T
HIBTPYY/RX, Ay/JUTOPYYABIH NPaKTUK YaJaBXuir caibkpyynax OOJOH JOTOO[, ayAMTHIH YaHAPbIH
GaranraaxyynaiThlH TOTTOJILIOOT HIBTPYY/IBX a}ULyyABIT XUiX33p Tesesnex Galina. Jl0Toon ayquThiH
OyHI Xyranaanbl XODKIWWH CTparerd TeJIeBJIereeHUi pAaryy JAOTOOH ayAWTHIH TOITONIIOOT
02xKYYIICHI3p MoHIoN VIIChIH JOTOOA ayquT Hb GYTII| 30XMOH OaifryynaiT, TOrTONLOOHBI 601007

XYHUH HOOLMIH XYPI3H/T HITYY TOTTBOPTOH X3P3rKKUX GOIOMIKTOM OpunH OYPAIHD I3k Y33k Oalina.

1.2 Yiin axkmiuiaraassl 30pHiIro, XaMmpax xypaj
1.2.1 Tecaniin aryyara

Tyc Tecnuiir 2014 oubl 6 capa rapeiH year 3yparacan R/D 6onon PDM-g yHASCISH XOPODKYYINK
Gaiiraa Gereel TOCIHMHH 3PX3M 30PHITO, TOCIWMH 30pIIIO, rapax yp AYHI Japaax Oakjmmaap

TOJIOPXOHIICOH.

Dpxsom 3opmiaro: Monron VYiChlH YICHIH calbapblH JOTOOR ayAuToOp Hb OYT3I, 30XHOH
Gaiiryynant, TOrToL0O0, XYHIH HOeUiiH XyBb/l TACPAINTIYH X6IKCOH HOXION AOp J0TOOM aylHT

XUMX O0JIOMKTOI OOJIHO.

Tecaniin 3opuwire: MoHron Vic Hb AOTOON AYAWTBIH AYHJ XyralaaHbl XODXIWHAH CTpaTerd

TONIOBIIOrOOHUHN Aaryy WYY XYYHPXOT JOTOOJ AyHUTHIH TOITOILOOT OYpAYYIH.

Yp ayn 1: Jloroon aymurraif XonGooTolf Xyynb 3pX 3yHH OpYHBIN O3XKYYJIOX YHT

O6apuMTIIaT TOXOPXOIIOTIOHO.
Yp ayH 2: MapraiicaH JOTOOJ ayAWTOPBIH 33p3T OJII0X TOTTOILI00 H3BT3PHS.

Yp ayu 3: JIoToox ayaAuTOPBIH ayIuT XUHX yp 4afBap I33IIHIHD.
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Yp ayu 4: JloToon aymUTHIH YaHAPBIH 6aTanraaxyyiaalThiH TOITOIL00 HIBTIPHD.

Yp ayH 5: JIoTOOR ayRWTBEIH TaCPATTIYil XONIUIMIT XaHracaH LyHJ, XyrallaaHbl CTPAaTeTHIAT

0OJOBCPYYITHA.

1.2.2 Tecoa xamparaax o0beKT
Tecesa xampyy.Jaax cajnbéap: MoHro YIICEIH YIChIH can0apbiH JOTOOH ayJUT

Teceax xaMparjaax I93Trisa: MOHIONLIH  TaJIbIH XaMTpaH axuuiarcana 00JI0H XOJ'[GOFJJOX

OaiiryyJnaryyJsiH JO0TOOJ ayAUTOPYY.

Tecean xampargax 6ye myrar: Huiit Mouron Yic (Tecnuiin xypasna Yinaanbaarap xoT G0JIOH

COHIOTIICOH OPOH HYTTHIH 3acar 3axipraa xamaapHa)

3opuirror Gaiiryyiaara: 2016 onsl 12 capoiH Oafimnaap, bapunra, Xot Baiiryynanteis fam; 3am,
Tasepuiin Xemknuiin Slam; Bonoscpon, Coén, Iumxnaex Yxaan, CnopteiH Sam; Opyyn Moauauiin

SlaMbir 30pHATOT slamaap coHroof 0aitHa

1.3 3 paxs KUIMAH YT 22KHJIAraaHbl YHIJIL

(1) ToToom aymuThIH XYYJIb 3pX 3YHH TOI'TOIHOOT OYpAYYIIX :

JloToon ayaMThiH XYYJuMr HAMpBIH HyynraHA XJJNIPX AacyyMJIbiH JKarcaanrtaj opyyjax,
Haamunbal UX Xypajuj epreH Oapmxaap Tenepnexx Oaiiraa Gereen, anp 6onoxX XyplaaH XyrauaaHi
XAMAIYYJITI3P OPYYNaxXbiH Ty TOCINHH OaruiHXaH A3MKIIST Y3YYIDK siBax 600, TocHiH Garviin
Y3YYIOX JOMKISIT, JKUIN303n “Xyynb TOTTOOMXKHUiITH Tyxal xyyias” (2017.1.1-35¢ yinmisx) —uap
TOITOOCOH TOPHIfH 0alTryyIuTarblH MIPrMKUITHYY GOTOH 3pASMTIH CyANAayJIbIH QyHJ XIMJIHYYJIr
(1-3ymaa) xwmiix, JOTOOA ayUTBIH XYYAHHH X3P3rLd3 LIaapAiarbiH Cyjanraa OOJIOH YP HOJIeOHHH
YHIIIr93 XHiX, MOH J33pX CaHalyyasir HArtraH YMX-1 epred 6apux marepuan OypAyyJasx, Taiian
00JIOBCPYYNIax 33par axJIYYABIT XUxd3p Tenesiex Oalia. MeH xyynb OarTiaracaHsl Aapaa AOTOOL
ayUTBIH XyyJlb 9pX 3YHH YHIIC CYypHUr OYpAYY/DK, HOTOOH ayAMTOPBIH Gaifp Cyypuir 63xiKyynsx
YYAHI3C, TAHMYIaH cypramdnax Yyin axwinaraar ui3BxTod sByyaHa. TyyHwisH, MOHIonbH
Yumscuuit Jloroon AyautopyyasiH Xonooo (MYIAX) anban €coop Oaliryynarmaxk, MoHron yic
JOTOOMIO0 AOTOOM ayOUTHIH MIPIUUTMHAH 33p3T ONTOX TOTTOMIOOr OYPAYYIDX @KNIBIT 3XJIYYICOH
Oaiiraa. XamMrapcaH cyprait, ceMrHap 30XHOH Oaliryynax, JloToo ayAuTHIH OJIOH YJIChIH CTaHJapThIH
OPUYYIrBII XUiiX, MIPIIHKIMHAH YHIIAMUHH CyprayiThlH Marepuan OoJoBCpYylaxaj yPBIBIH auil

JBMIKIIOT Y3YYIDK, MOHIOM YICHIH IOTOO ayAUTEHIH TOTTOILOOT 020Ky Y/I3X OONHO.

(2) lynn xyraiaansl CTpaTery TOJIOBIOreer OOIOBCpyyIaxa] AIMMKIAT Y3YYIdX !

Tyc Tecamiin 1-p ye maranxg 2014-2016 omel JlyHn XyranaaHbl CTPaTerdiiH TeJOBIOTeOr
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GooBCpyyiaxa XaMTpaH OpouicoH. Tapxyy Tenesneree 30> oHJ Ayycd Oaliraa 6ereexn 2017 onooc
XOMIIIX IIMHY TeJIeBlIereer OONOBCPYyNax MIaapiiararaii Gaiiraa rom. Onooruiid Oalianaap, MoHron
YICBIH [IOTOOJ Ay[WUTHIT OJIOH YJCBIH CTaHAAPTai HUMLYY/DK SBYYJAax 4YUr IIYraMbIl GapHMTaK
sIBaXaa TOHOPXoitcoH Gereen, 2016 oHbl 6-p capaac TOMILIOIICOH IIMHY 3aCTUitH Tra3pbH 2pX Oapux
4 sxunuiin xyramaann (2017-2020 oH) X3parKyYy/IdX CTpaTerdilH TejIeBleree Hb LAAIIILIH MOHIo
YIACHIH JOTOO AyIAUTHIH XaH/Iarax Tyxai Hejee y3yyiHd rax C5 6onox WAUWKA Tecmmitn 6ar y3ax
Oaiiraa oM. YyHuid Tyan, JKAMKA TecnniiH MIPraKAITHYY 6MHOX TOCI00p X3P3MKYYJICIH aKITBIH
TypiIIara 33p3d TyAryypriaH, MOHION yiACKIH XyBbJI TOITBOPTOM, TacpanTryil XemKHX GONOMKTOMH
TejieBIIoreer GOJOBCPYYIaxa A3MNKIIC Y3YYJBX33p TeleBnex OaliHa. XapamKyyNsx aprblH TyXaiin,
XomuitH3 GonoBcpyynaracan MOHION YICHIH JOTOOX ayAMTHIH ypT XyralnaaHsl y321 GapuMmian 0a
CaHruitH saMHBl yitn axustaraanbl xetentep (2016.10.15-ue1 Gaiiyiaap rapaaryii 6aiiraa) 3spartai
YUINYYIDK XOJOOCOH, yp dHazBap (XYHUH HeeUMHH XOIrXwl, AOTOOA AayIWThIH Xyyib, TOCBUMH
TONOBNIONT, XaHanT) GooH Gatliryyiara (xapaar 6yc Galifan xaHrargaxyiin Oalryynnareid OyTomiir
1orro0x, TXOVYT -bIH XYUHH Ya[Jibil WYY OHOBUTOM, XYPTI3MXKTIH Oaliiaap TOFTOOX) I3COH alib ajlb

TaJBIT Hb XYYUTIIH OXKYYIIX aryyirsir opyyJHa.

(3) YnupanarsiH TYBIIMHA JOTOOJ ayAUTHIH OWJITOJITHIT TYH3TUHPYYIIIX :

Vnupanareld TYBUIHUK OMIIONT 6HAEPTAH siaM, TaMIbIH Ia3pblH XYBbJ A0TOO/ ayIAUTHIH KU UITYY
caairyd yp AyHTIi sBarpnar OHrepceH 6 capn Oomx enrepceH YHX-bIH COHryymuiH yp AyHZ,
saMIIBIH Caiijl, Ta3speIH Japra HapbhlH MXOHX Hb ©OPUNOrACeH 3K Y33k Oaiiraa Oereen, dapaarniin
COHIYY/Ib XYPTMX 4 KujmitH Xyralfaauj TyC TYCBbIH SaMJbIC TOPIYYIDK sABax dyxay Oalip cyypuH
JP3PX XYMYYC Tyl TypaB [axb XKWIJ ©MHeXeec 4 WIYY saM, arcHTNarWiiH 1334 YAUpIUIaryyabir
OpOJNIYyJicaH CyprajiT, YyJI3aldThll 30XMOH OaiiryymHa. HoH AnmaHrysa, A3 YAUDAJArelH JIOTOOX
ayIUTBIH TalaapX aHxaapajl COHUPXJbIT TaraxbiH TyilA YWX-bIH COHTYYIMHH Japaa IHHHI3P
TOMUJIOTJICOH caifyi, TopuilH HapuiiH OuuruiilH Aapra, raspblH Japra HapT 30pUYJICaH, 30BXOH
TOrTONOO OYyC, YACHIH caibapblH ayAWTa[ aHXxaapax 3YWHJ, MISP/ST 36puUiMiH Tajlaap M3I33JUII)
CONWIINOH SIPUIIIAX 33pradp AOTOOA ayJuThiH TalaapX OMHIIONT, XaHAJAreir WYY A33MUTYYIDK,

CYH3TUIPYYIX apra XaMikdar TesieBnex balina.
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(4) CamxyyruiiH XxsHanT mainraitT 6a AOTOOJ ayAWThIl Yp AYHTAH, XaMmTal Hb
XOPIMKYYIDX !

2014 ousi 11 capaac caHXyyTHifH XSHANT IANTAITHIH MIPTHKUITHYYIUHT gam, arenrnar (CS-pir
opyynaan) OONOH OpPOH HYTTHIH TaMIbIH Ta3pblH JOTOOX ayNUTHIH X3JT3C, ra3apT IMHIDKYYIDK,
TYYHHI Japaa AOTOOX ayAWTHIH AYPIMI CAHXYYTHHH XSHANT LIAJITaNTHIH Tajlaap HIMIJIT ©OpUIeT
opyyncaH Gereen, YyHTd# xombornyynan CS-Hel O0OTOOH ayfWTBIH IyHZ, YPT XyrauaaHel YT
xanmmarbiH Tamaap CSI GonoH KAMKA-bH TecTuitH M3PIuKENTHYYA X3 XJIoH ylIaarmiH spua
XOIBJILYYITMiT XUk upcaH 6mnas. CaHxXyyruiiH XsSHaIT WANralThlH &KW YYPrUAH Tanaap A33pX
JYP3MA IBNTIPIHTYH Opyymk erceH. ['9X/193, CAaHXYYTUMH XSHANT WIAIralT XapuylicaH aXHITaH Hb
XYyJb AYP3M 30PUCOH ICIXMAT IMAITaX TOPTYyNh OHOOX YYPIrTdii Gaiimar 6ereej, MHIICH33p33
JIOTOON aymuT 0a CAaHXYYTUHH XAHANT WAJTAIT Hb X9PX3H XaMTpaH OPLIMH TOITHOX BD IO acyydaan
rapy upcaH. 2016 onbl 1 capaac 4 cap XypTaa Xyranaan Teciuiin 6ar C-Tai Apuiiiax XonsiLcoHui
yHIc3H A39p CH-ubt 3yr3ac IIA-uiH 19BIIYYICOH JOTOOM ayUTHIH 3apuMaap ayauTaa XoparkKyyJax
GonHo A’ Techuitn Yauprax XopooHbl Xypad A23p WIBPXUMICIH. YYI39p CaHXYYTHMHH XAHANT
WANTIT Hb JOTOOH aymdThIH HAT OypanadxyyH OGereen IIA-piH 3apuMbIr GapuMTancaH JOTOOL
AYAUTHIC XIPATKYYIBX 30PUNTHIN TAaBRXK AXWIIAX Tajl J33p CaHAI HOTACOH. 3 Jaxb MM J0TOO.
ayoUTBIH HOT OYpANASXYYH OONroXK CaHXYYrHiH XAHANT LANTajJThil XIPIMKYYISX TOXHOJAOINI,
JOTOON ayiur 0a CaHXYYTHMH XSHaNT INANTAlNTBIH 30pHITO, XIPIDKYYJIDX apra, Taliardain,
36BJIOMKHIH XIPIMKUITHHT XSAHAX TOTTOJLOOH Jaxb TYNrapcaH acyyaall 0onool MHHABIPINX
acyy/uIbiH Tajaap TaspblH [JaprblH TYBIIMHA SPMINK LMiAsx wmaapmtara Oyil. Maracusop,
CaHXYYTHIfH XSHANT IIANraJIThI JOTOOR AyAMTBIH HAI X3COI I'PK Y3K XIPIMKYYJIdX UMD XaH[ijiara

TOrTOX OOJIHO.

(5) MD2prokanTHUN TYBIIMHA XWATAX MPAKTHK JaJal 339MIIYYJISX ajJIbIH 3p3M63

Jlapaanian :

TexHomorn JamMxyylalThil yp €reextsit xapamkyyiexuitn tyna, (1) 6a (2)-1 gypaaracad J0TOOX
ayAMThIH XyYJETail 600X, MOH 39 YAMP/UIArbH OWITONT XaHANArsll IYH3MMHPYYIISX SBAAT TyAIBH
qyxan IHK Y33k Oalina. TuiiMasc, MIPrOKUITHYYIHMH TYBIIMHA IPaKTHK aXIbIH TapblH aBnara 6a
@KIbIH OapuMTaj TyiaryypjacaH ayOuTeIH TeJeBNeNT, TYHAUITION, TainarHal, 36BIoMKHHH
XOPAMKWITANT SPIOH XAHAX MICOH JOTOO AyAWTHIH HOT LOTL YPCrajblr 6aT HOTTOH 6M GONrOXbIH
TYIJ, IOTOOJ AyMUTHIH Xyy/b OaTnaricaHsl Japaa TOCIUIH HOOLHHT TeBIepYYNIX Hb UIYY YD AYHTOH

%K Y39k OalfHa.

Yyuuif Tynn, CA-HBI XaMTpaH aKWJUlarcAaf XaHAaH TOCTVMHH MIPIOKMITHYYIMHAH 3yrasc JOTOOA
ayIUTHIH OPOH HYTTHUH Cyprant 00JIOH YaHapblH OaTairaaxyylajiThlH Tanaap sMap 4 TOJIOBIOree
Oaiican, XyylIuiiH TOCHHWT UX Xypam] epreH OGapux, Oamiryynaxal YHITIIC3H YHI auuiaraar H3H

TIPryYHZ TaBbXK aXUJUIax maapajiar arai Tajnaap caHaj A2BIIYYIIHD.
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2 Yp AyH Tyc Oyp33p asKuJI XIPIrKYYJdX apra
2.1 [Tecamiin HuiiT yiin axuIaraaraii Xoa600Toii 3yitn)
Acxun XOPINKYYJISX YT IIyramMaa ToOrtoox

: MoprakuntHyyaulis 6ar He TecnuiiH X0€p Jaxb KWIKIH Yil)l axuniaraael yp
IOYHI TYATYYpJiaH, 30PWITOO TONOPXOMIICHBI YHACOH A33p TypaB [axb XKWIMHH YD AYHI XYP3XUIH

TYJI @KW YYPruiiH Tenesnereer 6ONOBCPYYIDK, XoN00raox Oaliryyniaras eprex 6aprHa.

: JTosp AypacaH axuil YYPIr X3P3rKYYIdX TeJeBIereeHj TYATYYplaH aiJIbIH
ToseBieresr 6onoBcpyynHa. Tenesnereer 6onoBcpyynaxjaa CH-Hbl MIPIOKUATHYYATIH XOINLIK

30BIIMILCOHUN YHAC3H A33D Yﬁﬂ axuaraaraa HapHﬁB‘IHaH TOI'TOOHO.

ASKHJT YYPIa2 X3P3rKyYIdXuiH Ty YHACIH MII3JUTHIAT Ly Iyynax.

CSI-HBI MIPIPKUITHYYA OONOH TecmuiiH Oar xaMmTiaa, Tyc OypuifH yp AYHI XaHrax IIaapijaraz

TYATYypIllaH XMAHO.
@ TA-CM-pIr aluuriaf eepuiiH YHIIrssr ryRupTrax

3 maxp SKUIMMH TOCHuMH Yiln axwiiaraa ayycax yex CS-Hel MapraxwuntHyyd Oa TecnuiiH
oarmitixan JA-CM (Internal Audit Capability Model for the Public Sector) —bIr awmrmas eepuiin

YHINII3T XUIDK, TIP TyXall aXUIslH TOTCTeNIMiH Talnang Ou4Ha.
TecnuitH YT ABIBIH Tanaap XK SPHILAEX
Ilaapanararait 601 xon60rn0x XyMYYCHHH XOOPOH TOCINHH ABLbIH TAJIAAP YYI3AITHIT ABYYJIHA.

Xamrapcan Yauprax Xopoor Xypajiayyiax

3maxe xunuiin XYX-Hbl Xypielr 30XWOH Oaiiryymax eApuilH Tyxaiia, 3jaxe KUIMHH anblr
aXJYyJiax_10 cap, MeH Tecel Ayycax YeHiH ixX Hb 3yHT3H 6050BY, CS-HBI MOPIKUATHYY ],
0a TecnmitH GaruiHxaH XOOPOHAOO APWILAXK XIMLCIHUN YHICOH [33D OAPUMT TOBJIOK, OPOIIOX

XYMYYCHUHT TOI'TOOHO.
@ Monitoring Sheet-bIr Gomoecpyynax

Tecnniin yitn sisuaac xamaapd, CSI-Hbl MIPrRKWITHYYA GonoH TecmuiiH 6ar xamTpan Monitoring

Sheet Ver.5-bir 6onoBcpyyiHa.
AJKITBIH TOTCroJTUiTH Talinanr 60I0BCpYyIax

3 naxp XWIMMH TOCHuiH yitn axwiiaraa gyycax yea CS-HBI M3prakunTHYYA 60NOH TecnuiiH Gar
@KIBIH TOICTOJHMH Taliyanr OGOJOBCPYYIK, XO8p Tal XapwilaH 30BLIKILCOHHA YHACOH 123D

JKAMKA-1 epren Gapuna.
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2.2 [Yp ayn 1 : Joroon aynuTein miyy Xy4HPXOT XyyJib 3YilH OPYHLIT OYpaAyy 19X 9Mr

6apUMTJIAJIBIT TOXOPX0iiI0X]

Teciuiin 6ar PDM-1 nypaaracaH yin aXuiiaraal JOTOPX \ \ ‘ \ ‘ —BIr

emMHex |, 2 maxs »ujij XUk yycraca.

Xyymuitn tecnuiir YUX-n1 epren Gapux Gantran axism xanraxaja 2017 onsl 4 cap xypTan

IIBMIKIIIT Y3YYITHD

J23p nypacanunaH, 1-2 maxe >kwij Techuitn Oaraac XyymuitH y33i1 OapuMTian OOIOH XyynuiiH
Tecen GoloBepyynax (2 Jaxe XyBHIOap) axJieir ryiudTrak, CS-un erceH Gereesn 2016 oHbl 4 capn

GoncoH Tecmitn XamTapcaH XOPOOHEI Xypas A39p YYH I33p caHal HITAC3H Oaiiraa.

Csl-aac loroon ayauTein XyynuitdH Tecauiir 2016 onbl HaMphiH yyyarad (2016.10-2017.2)-x eprex
OapuXblH TYAA 30XMX apra X3OMXKIHYYAMAT aBd XIparkyymoxasp 2016 onel 4 capn Xypanacas
tocnuita XV X-n33p mMuidABIpI3IcIH 66reen, Tocnuii OaruiiH 3yrasc XyynuifH TecIMAr epreH 6apux,
batayynaxan OyX TaJblH J3MXKIAT Y3YYIRX 00sHO. XKud, XyynwiiH Tecen epreH 6apux XypTan XUiix
akun O0JIOH HapuiiBIWICaH XyBaapuiir XycHArT 1-1 y3yysaB. SlnaHrysa, XyynuiH TecnuiiH Tajaap
“Yp OyH, HOJOOJUIMIT YHIIIX YphAUMIICaH cyjanraa 6ooH Taiinan 6onoBcpyynax” “OnoH HUHTHIH
XIIBNYYIRr’, MeH “TepniiH Oaliryynnaraac caHan aBax” I3c3H 3YHIYYZA 23D TOCHUIH XepeHreep

X3PINKYYIRX33p TeeBlex OaliHa.
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(Xycenorr 1)

Vicei Ux Xypan
3
acyynmin VHUX-bit TaMrbit rasapt ©prox =YHUX-p1 napran
eproH Gapnx
SapuMTIATbIH TOCOT 1
X30X-n ayim)  XBJDXCT Xonamiy yorruiin (30 eapuitn norop)(15 8-p aviin) |
Tapas Mowron xan TAMNAHT 61X Hr ot Tasinakr
i % x x ouron xommi Taifn
- Yp Heneeurm Yoozt Yemiin aBax Yp YHRMD raprax cHeec xoitm 30
Taimau VHOTHIiH JOTOp ere:!
15¢cap
NILY VAT
zotop
(38 6-p 3yitn)
Tepuiin baifryynnarsii casaneir aB
ax (39-p aYitn}(Bpaamrauiis yynaas
N
CA Web Gaiipuryynax (38 2-p ayiin, M
’ ] L d Canansr 1br T™X, Xyy nuin
Canan apax ) Tecens eepaientxuiix (ASAP)
Xyymuiit Tecer
XonBoraox
BBEXLIH TY MR Camant xotu 30 6ap1mT
BeGx Gy xaMT
cA
. T NUYYIRCT
Caiinbis 30RN01I00p XANATIYYIIBX Xe"”‘
(20 4-p 3viim) - -V
Cfl caiinan, I
Taitnba pnax ¢ >

X3IX51 ayre erex X3S -btu caitn 6onow 3T -biH xypanaaanaap iy YIDX,
(19-p 3vitn) eH MaYY/Dx Jesmeepen asax (19, 20 8-3yiin)
Tecnuit Gar

A xypaaphb
YYJDANT 30X10H

Xyy it N2 RGUTTHHIA KIMAUDT
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(XyeHorT 2)
No Anrmaan Y3yyaaar Aryyara Xyranaa
1 3aiinuryii  Jotoon aynateiH 2017 onsl 1 capaac xaparkux “Xyyns 2016 oHB
xuix XyynuiiH  TOCIUHH TOTTOOMXMUH Tyxaif Xyyns” —a 10 capeiH
OJIOH HUWTHNH 3aarcaH  XOJONUYYJIruir  Xuixam cyyn
XIMINUYYIDT (AHKET 30XHOH Oaliryynax Tajl J33p A3MMIAL
cylanraa, SpASMTOH  Y3yyAaHd. JloToodpH 3eBiex OO00OH
CyAnaadbIH OpOH HYTIMiH XyyJluidH KOMITAHUIAT
XINANLYYJI3T) anrapyymK axuiiax
2 Tepuiin
Oaiiryymiarsig
CaHaJIbIT aBax
3 J1017: ) Xyyas  Janpx Xyynerait xonborayynad, muH3 2016.9~12¢
X3IPAMAKYYHIX Xyyib Oarmyynaxan YUDJI3COH  ap
X3PIriR2, Yp cydairaa, yHarsar xuix. Xuix
HONOOHMH Cymairaa axibiH Tyxaily CS-tail  spunnax,
41704 JIOTOOABIH 36BIOXMUr LHAJIrapyyinK
KWLy yIax
4 Caiin YUX TUIYYH, JlOTOOR ayAuTeIH YHACIH acyydal, Xyraluaassl
IYPBIH Caiin, THBJI, noToon ayAuTBIH XyynuilH XOparips Tajaap
laspein jgapra HapT mmaapanara, CaHXYYruiiH — xsHant CS-Taii
30pMyJICaH  JIOTOOX  IaNraJIThiH SraaHbl Tajlaap SPUILAXK
ayAUTBIH Cyprair TaiinGapiax Uia3X

Ton 3oxuoH Galiryynary Hp CH Gaiix
0a, xuusamaiir Men CSl 3aax, TecnuiiH

6ar I9MKHX YYPITTHI33p Opoinox

Ty

2.3[Yp ays 2 : MopraimicIn 0T00 ayIUTOPBIH 33P3T 010X TOFTOJIOOT HIBTPYYJdX]

PDM-p 3aarpcaH yiitn axwiinaraal JOTpoocC @l\ ESI Hb eMHOX 1, 2 maxp KMIA XUUTID3

nOyyccad. YIIACOH aKIBIT Aapaax Oalizinaap Xuibk ryiuaTroxasp Tenesnex Gaiina.

H
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ASKIIBIH TeNeBilereer 60I0BCPYYIax

Tecnuiin 3 naxe xunuitH yitn axuniaraads! Tanaap Plan of Operation-b1 garyy CS-tait xamTpaH

SIPUITIIAK, TOOPX XYCHOIT 3-4 3aacaH XyBaapHiiH Jaryy a)Jiaa ryHIRTIoH).

(Xyenodrr 3)
Mbprauumita 33par on caHamcomox Cy praiTLH TOr o mooHs 11ap
TOX, M3PI3XHN I33IUTY <> IAPI cy prant <>
Y cypram TAPPS cy prarr IAPPS cypranr IAPI cy prar
(IAPPS - [APD)
Kunwitn Ty piu3oxvon Gairyy sicad cyp Xamparfarcibie OypTron Xuibk xaaranax

IAPPS -mifH 30xu0H OaliryyaanTbiH TOCTONLOOT 60I0BCpyyNIax

TecuitH HAT A3X KU CYprajThH TOTTONIOOHBI TechumitH cananslr CA-Ha raprax ercen. I'asy,
MOHION JOTOOJ ayMUThIH PXUUH TOTTONIOOT XIPIDKYYN3X Oaifryysumara 6oxox IIA Mosronsir
anban &coop ITA Global-aac Garanraaxyyncad 6ereejl 000 ONOH YICBIH CTaHAAPTa[ HHHLYYICOH
TOITONUOOT OYpAYYJIdX maTtaHaa sk Oyit. UHracH33p, MOHIOI YICEH XyBb/l, ©0PHITH I'3COH JOTOO/,
ayIUTOPBIH 33pruiir onrox Oonomxryit OomcoH. Tuiimaac ITA MOHronooc osrox 33parT YJICHH
cabapelH aryynreir 6arraax Tyn IIA-bIH 3apuMbIr TycracaH CyprajiThiH TOFTONIOOHBI 3yparian
GonroH eepunex wwaapaiararail. TyxaiinGan, Tecenm xaparxyymx xyraunaasn IAPI-uiiH cypranTtan
oponox xyMmyyc Hb TAPPS-uitH TypUIMIITBIH LIAanrajiraj eHAep OHOO aBCaH H3IDH KM TYBIIHHA
MIAIIrTIH XyMyyc Oalix Oereen, seki| 6oioH Opcaon XgHanTelH Marpul, Yperaa auarpam sypax

33p3r" NPAKTUK AAaAall OJIr0X XAYIITAUT Y3HS3.

IAPPS Gonou IAPI-uitn cyprantanj 3apuyyiax CaHXYYIHHH TeNeBIeNT (3apUIbIH TOOL00)-UHT

XUHHD.

TocnuiiH MIPrIKUATHYYAUMH 3YIr3dC TEXHONOTH AaMXKyydalT Xuibx gyyccanel Aapaa CS-Hber
XaMTpaH aXuIuiarcaj Hb 0epHifH XY4d3p TacpalTIryHrasp yHn axwmuiaraaraa X3p3DKYYISX TOCBOO
aBaxaJl 30pHY/DK, HapUMBUKJICAH TOOH Y3YYJDIT 23D TyAryypilacaH Hp3dAYHH CaHXYYruiiH
TONOBIOITHIT CUMYIISALM XHHX 33pradp HIaapajaratail JOMIKIITHAT y3yYIHI. XUHIIDX CUMYIALUIH
VP AYHA YHIICIIOH, 36BXOH TOCIMNH i aXkuiiaraaHsl 3apANbll Xapyynaaz 30ICOXTYH, OpOH nasap,
TACPaNTIYH YNl @KuWijaraar xaHraxan [maapaargax, MoHron ynceiH 3acTMilH raspblH TOCBMIAT
GOJIOBCPYY/Iax Cyyph MarepHal GONIOH Yp amurraiiraap X3pamwsX GOMOMKUHAT OJITOXBIH XaMT, OOIUT

TOCOBT Hb TyCrax Gaﬁnnaap 30BJIOMXK OI'HO.
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IAPPS wanrant 6a ypbauuiicaH CyprajJThiH KOHTEHTBIT O0NOBCpyyIax

TAPPS-uiin cypranr GOIOH TYpIIMITHIH WAJTANTBIT TOCIMHH X0E8p Naxb KU samy 60JI0H TOBUIH
OycuiiH JOTOON ayAUTOPYYIBIT OPONIYYIaH XMHACIH 6eree, MIAITANTHIH KOHTEHTHIT GONOBCPYYIK
nyyccat. Xoiiug I[TA Mouron 6a CS-Taii canan 601J100 COMHILIOH 2 AaXb XWIKWAH MAJITANTEH Yp
JIYH, IIANTanThlH OHOOHBI TapXalT, acyyATblH Yp QOYH 33par [I29p TYyIryypiad llaapajararai
KOHTEHTHIT' 017130, XKunman6ao, Tecnuiti 6ariiiH TYPIIMNTHIH IATITANTaap XOP3MI3C3H CYPrajiThiH

MaTepHabIr alivriay, 60,[(I/IT JKHUILDBTIIP HIMIK 6asm<yyn>1< sABHa.

2-7&2-&§ TAPPS-1 oponiox XycanTsii XyMyycwir xampyynaH cypraint xuiix. IAPPS Typumnrein

nanrajaT aBax.

Ja3px Bl—;[ JypACaH CYpraiThlH KOHTEHT OONOH mmanranteld aryyiraap IAPPS-r 3oxuon
Gaiiryynua. Xampyynax xyHuir CSI-Tail spuiuax X3MaNIcaHU YHACOH I39p mumiineapisx Gereen,
30xMOH OGaiiryynanteir CS 6a IIA Monron xapuynaH xuiiea. Tecen AyyccaHsl gapaa MOHIONBIH
XONOOrIOX Talyyl CypraaThir Oue JaaH sByylnax LIaapjjiararaii yupaac TeciuiiH Oar Hb YYHJ
JOMKJIAT Y3YYJIDX YYPITTIH OpONLIOHO. 3 aXk >KUIUIH TOCBHAT XIMHIX YYAHI3C CypraiaThit 3aajbil
CSI-HBI TOM TAHXMMBIT X3PATIIXKIIP TOOLOONXK, 2 AaXb XUIMKHXTIA MKUIXOH CyprantelH CYYIHAH

oJlep LIANrajT apax Oaifi/iaap 30XuIyyiiHa.

3 maxs xunuiia IAPPS cyprant 6a TypIIUITBIH [IANTAITHIT X3IPIKYYIIXIIP TONOBIIONK

OaiiHa.

@ IAPPS cypranrag xamparaarcaj GoJioH Oycan cyprantaj OpoJLOICAbIH CyprajThiH OYpTraNuir

XUMX

Onoo CS1 up yiuceH canbapbiH JOTOOMN ayAUTOPLIH MIIIHHT CS1-bIH cucTeMI OYpIraK opyynax
KB Xuibk Oaliraa. Xoép Haxn KW X3p3rkyyJIcsH IAPPS-bIH cyprajitaz oposicoH XyMYYCHMH
HIPCHITH KArcaaJiThIr 3KCII MPOrpamMm J33p OUUMMK TOMISINISCOH. DAr33p M3AIIJUIMHAT HIITIICHIZP
JOTOOA ayJIUTOPbIH XUk Oyil aXimbir MaZX GONOMIKTOMIOOC ragHa, Cyprainraj OpoJioxX XYMYYCHHT
COHIOX, MOH CyprajiTa/ OpPOJILICOH MIIIUIMHAT TIP AapyA Hb MIADK aBax OOIOMKTOH GOIOX IOM.
TecnuiiH Oarniid 3yrasc cyprantaj OpoJiCOH XYMYYCUitH H3pcuiiH xkarcaanteir CHA-HI raprax erex

Oaiimaap ASMXKIIAT Y3YYJI3X O0IOMKTOMH 10M.
2-10 TAPPS cypranTag xamparjcaH XYMYYCT 30pHyJICaH IPAKTUK aXIIbIH JIMMKISTHIAT Y3YYIRX

IAPPS cypranraJ XxaMparjacal XyMYYCHHH MOUIST yp daJBapbil AILUIYYISXUAH TYIA Cyprajr
30XHMOH Gaiiryynax, JOTOON ay[MThIH NMPaKTHK Jaqall ONroxX Tall A33p A3MKISI TYCHAJllaa y3YYJIHD.
Xo8p maxb XUNL X3parKyyncauTsit amun, IAPPS cypranrag xampargcan xymyyct sopmynad IAPI
CYpranThIr 30XHOH OaliryynHa. JKuiman6i1, eHrepceH XKIIMHH TyXaia TypPLIMITEIH IHaNTalThiH JYHT
xapranszad TAPI cyprantag xaMpargax XyH33 COHTOCOH aB4, 3H3 yAaaJ HHAT NOTOOJ ayAuTOpPbIH

XYHMI HOOUMHH yp YaJBaphil J32UDTYY/IdX YYAHIOC KWUILIACAH XKUII, CypranTaj Opoilox Oaiicau

11
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Galigan 35prufir xapraja3aH COHIOJATOO XUIHD.

TAPI-niin cyprantan xampargarcziaj 30pHyJiaH JOTOOJ ayfUTHII A3MI3PYYIRXI aapanaraTai

NPaKTHK yp 4aJBapbil A3LITYYII3X CypraiaThil 30XMOH Oalryynax

TecnuitH x0€p nmaxp XWiA xX3parkyyncdH JAPI cypranTeln aryyiara Hb ayguTBIH IIPAKTHKT
TYAryyprnacan axJiblH OapuMmT OONOBCpyydaxa] TONMNOH aHxaapy OaficaH Gonl rypaBiaxb XKW
OHIOpPCOH CYPraiIThIH acyyJrblH Yp AYHI Xapraj3aH CyprajiTajl XamparfarcAblH XYCOll LIaapjiaran
Huiitcon aryynratail xuiind. TYYHWIRH, XMIII037, TechuiiH Oaruiinxan emHex IAPI cyprantaz
OPOJILICOH XYMYYCHITH aXXUiJiaJiar sam, areHTIar A33p O4UMX, TIAPHTIH XaMTpaH KIDKUT XIMKIIHUH

CYPrayTHIr 30XHOH Oatiryynax oMyy, [IA MoHronToii XamMTpas cyprajir sAByylaxaap Tejepnex OaiiHa.
3maxp xmwin [IAPI cypranTeir xoép ydaa 30xuoH GaliryynHa.

llaapparnax HeXuenwir xaHracaH XyMmyycuir JloToox ayauTeiH 3aaBapiard Oaril XoMI9H

GariaM>XuIHa.

IAPI-s1 Oatnamokmiir aBax Hexuenuitn Tamaap CS Gonon IIA MoHrontoll xapunuaH 3eBLIMIILEH

CYPTalITHIH TOFTOJIIOOHE! OYYYBY 3yparnanbir raprasa.

2.4 [Yp ayn 3 : Jloroox ayauTopbIH yp YaABapLIr X6 KYYJI3H 03XKYY/13x ]
AJKITBIH TeieBiiereer 60OI0BCPYYIax

Tecnuiin 3 paxs xuiauiin yiln axumiaraansl Tamaap Plan of Operation-b1 garyy CS-tail spuinnax,

Joopx XyCHIIT 4-71 3aacaH XyBaapUilH aryy yin axuuiaraar XspanKyyJIHs.

(XycHarr 4)

2016 oH 70H

9 cap 10cap 1lcap 12cap |lcap  |2¢ap Jcap 4 cap 5 cap 6cap |7cap
MpaKTMK @X/biH XanBapuacan 3uacnan
apblH aBnara (3ar CRysaw ¥3BN3A TTpa KTUK B33P Ty LUK 33CY CalMpPYYIaX X3BAYYAIX
Bap aXbiH Gapum  TaruALax

CAl goToopayauTbiH xopaoroop Garayynax

7
MipaKTHK cypraim ToBuitH BycwiiH cypramm 3yyH Gycuiin cypran

BapyyH GycuitHcypram

@l TIpakTHK XKJIBIH FapblH aBjiarblH cypraint OOJOH axJbIH Oaiipad I3Ipx cyprairaj miaapiaaraax

CaHXYYTHiH Tene/eree (3apAibH TOOL0O0)-T raprana. [[anpx Taﬁ FOKHJT @XIIBIT X3PIIKYYITIX.

3opunTor canbapbliH TapblH aBnara OONOH Tyxalncan Oaiiryymnara (OpoH HyTIwifH 3acar
3axupraa, Cypryyib, SMHAII3T, TaTBap 39p3r KWKUI Oaliryyiiara)-blH JIOTOOJ  AyJUTBIH

xsibapyHiIcaH rapblH aBJarbir 00JI0BCpyyax.

12
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3opuntot canbap (30puITOT saM, areH'IIar) —bIH JOTOOJ AYJMThIH IPAKTHK aXJIBIH FApEIH aBJIarbiH
TOCIUIT OONOBCPYYNax, MOH 3arBap aXIJIbIH O0apUMTBHIH TOCHMHT XOEp Haxb KA OOMOBCPYYyNaH
rapracan. Tyc TIPaKkTHK &XJIbIH rapblH aBllara Hb HUUT JOpBOH caubapbiH TalaapX M350 60J0H
TYC TYCHIH 3PCANUUH JKarcaanThir OpyyicaH. XapWH OpoH HYTTHIH 3acar 3axupraa 33par Oycan
TyXaijican canbGapwiH aymUTBIH Taymaap Oac Aypracan Oaifraa Gereen, TOArI3pHHH AOTOOA ayRUTaf
XOPIMIBIIPX IIArax XyyAChIl TyC TapblH aBnarax OarraacaH. MOHIOJNBIH YICBIH can0apblH rapbiH
aBnarsld Tyxaiin, 2011 onn JsnxuitH BaHkHaac rapracaH rapbiH apiara Gafifar Xonuid 4 X3pamIdxon
XYHAPINTIIA raIar caHal ux rapaar 6a JanxuifH 6aHKHEI 36BIOX TYYHUHT calbKpyynax axibil XK
Gaifraa. Tuiimaac TeciuiiH Gar Hb [[3IxuitH GaHKHBI 30BIOXTIM XaMTpPaH aXKUIiax, TOCHHiH Garuiin
3yI93C MPaKTHK XWIA Hb XIpIT OOJOXYHI| rapblH aBiarsir GoioBcpyynaxaap 6oncon 6a 3arsap
axnbH 6apuMThr JpnxwiiH OaHKHBI TapblH aBlaraj XaBcapraxk erte. MIHIracH13p, HIrAMOBI rapbiH
aBjara rapax Tya JOTOOJ ayAHTOPYYH axkliaa IyMIBTIOXA23 dPrafi3yk TeePeIex 3YHIry Har MKul

oiroaTToi 60HO TX Y33K OaliHa.

XapuH Tyxaifican s»xxur Gaiiryymnnaraa 30puyicas Xsaabapuuicad rapblH aBlarblH TyXail, Kbl
GalipaH JI93pX CYprayiThll XHMICHIIp aHX TONeBlex OalicaH Cypryyib, SMHIIOI 33p3T Hb MOHION
YICHIH XYBbJ )KWKHT Oaiiryymiara Oyc ayHza Gyl0y TYYHIIC TOM X3MXKI9HUM Oaliryyiiara 605m0x Hb
TOROpX0il GOJCOH YYHp, TYC TYCHIH canbapblH rapblH aBnaraj Tycrax Hb [39p T3K Y3COH. DHOXYY
rapsiH aBjiara Hb X3[UUrI3p 30pHITOT SaM/bIH FaphblH aBjara K HIpISLI»K Oaliraa xomui 4, TYyHHi
aryynra Hb Oyxuii 1 cambapt xopami»k Oonoxyiinaap GomoBcpyynarican Gaiiraa Gerees, XapuH
JIOTOOJ ayANTBIH apra (IpCAdNUiiH XaHJIara)-bil' aliunIax OOMOMXKIYH KUKUT Oaliryymiara I33p 1
Tycam Hb Oyiaor raprax erceH. TeciuiiH TypaB [daxb JHJJ, ©OHIOPCOH JKUJ TOCIHNAI Hb
GOIOBCPYYIICAH TPAKTHK KJIBIH TapbIH aBNATbIl XIPITTYYIDK, AaXUH CalbKPYYIalT XMIDK JLICIIX

OM.

BosoBcpyyican rapblH aBlarbil X3PXdH XIPIMidX Tajlaap AOTOOJ ayAUTOPYYZAald 30pMYJICaH

CYpraiIThII' 30XHOH Oaliryynax.

-T GOIOBCPYYNCAH TapblH aBjlarbIl alliax apra OONOH 3arBap aKJIBIH OapUMTBIT alllUIIaH XUHX
aKJIBIH OapUMTHIH Tanaap TapblH aBnarslH cyprait (CS-Hel XaMTpaH akuiutarcal, 30pHITOT SAaMAbH
MOPIOKUNTHYYA, VB XOTBIH O¥p OpYMBIH aiiMar 33par HHMT 2 ynaa) 30XHOH Oaliryymx, IpakTHK
JaJal OJIrOX0J, aHxaapy aXwolaHa. MeH TyyHWwdH, CSl-Talt XamTpaH OpOH HYTIUHH JOTOOZ
ayMTOpYyaal 30pHyJicaH CypraiTr (TeB, 3yyH, 6apyyH Oyc)-bII 30XMOH Oaliryynax 33prasp OpoH

HYTTHHH TOTOOJ ayHUTOPYY/bIH YP YaJABaphir I33LITYYIIIXIN YANISCIH DKIBIF TeJeBex OaliHa.

@ TociauiiH 1-p ye ImataHg X5parKyyJICOH apraf YHEICIAH, A33pX33c Oycaj caibaphiH TyXaip 9
CSI-HBI MOPIKUITHYY/ JOTOOA ayTUTHIH CyprajiT OOJIOH aXJIBIH OalpaH A33pX CypraiTeil fBYylax
Goree]i, TOCIHIH 36BI6X Oaruiid 3yrasc Hrasp cypranteid GalinanTail TaHuImax, maapanararaii 6on

CyprayIThiH aryyira GooH 30XHOH Galiryynax apra X163p 133p 36BiaeMx orex Oaiinnaap oponioHo.
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Momron Jaxb X0a00rI0xX XyMYYCHITH aXKuiIiaa XaHaax XaHasara esjep Oaiinar Tyn, ToOHUM 3yrasc
HPCOH XYCONTUIMH [aryy TONIeBIOecHeeC TaJyyp CypraiT CEeMHHApyydl 30XMOINOX MarajlajnTail.
CSl-Hel xaMTpaH axuiuiarcan OOJOH TOCTHIH 36BI6XYYZ XaMTpaH Xo&p JaXb XU GONmoBCpyylIcaH
rapblH aBjareir TAHWILYYAaX CEMHHAPHIT 30XHOH Oaiiryynaa 30rcoxryii, axdJiblH X3C3r A39p Keic
CyJainraa Xuix, ajxJiblH sBUAA rapd Oyit acyyaulyyA 33pruiir TaHWUNLYYIDK, JOTOOZ aydUTOPYYIBIH

XOOpOH[ caHaJl CONUJILIOH, 6yca11Ta171 M3BINIBr35 XyBaalllaX aKJIbIl' 30XWOH Galir YYyJHa.

2.5 [Yp nym 4 : Joroon ayquThiH 9aHAPHIH 0ATANTAAKYYJAITHIH TOITOJILOOT
HIBTPYYJIX )

Tecmumitn 6ar PDM-a aypaaracaH yHI axuinaraad AOTPOOC —BIl' DXHUHA 2 XKWIJ XK

ayycracaH. JIoopx VIICIH iUy yabir XUMX39p Tenesnex Oalina.
AJKJIBIH TenleBNeree 60NOBCPYyyIaxX.

Tocnuiin TypaBiaxb »WiiiH Yitn axwiiaraans! Taxaap Plan of Operation-pir 6apuMtian CS-uet

XaMTpaH a)uinarcajaraii Spruilax Xd3I9JI09H, A0opX XYCHIIT 5-7 3aacaH XyBaapwilH Jaryy axiaa

TFYULIITIOHD.
(XycHorT 5)
> u
Yiin YaHapblH HapuiiBYMACaH
awmnnar ryMU3TraA, aryyara Torroox, Tainbap xuiix
aaHbl
(3yyH fyc) (IeBAGMMMIAH X3P2MMUATHIT Wa arax)
YaHapblH 6aTtan Teneane
P —
raaxyynantbiH reer YaHapbiH GaTanraaxyynanTbir xapankyyaax
raprax
yiin axunnaraa —_—>
Taiinan 6onoBepyynax YaHaphit 6aTanraamyynanTbiH TalaaHr ayycrax

YaHapbtH AAMK yaHapbiH 6aTanraamyyanToiH rapbiH aBnara 60N0H Wanrax XyyAchir WMHIUASX

YaHapeH 0aTaraaxyyaanThir X3p3arKyYiIdX HapuHBYMIICAH TeIeBliereer 60J0BCpyynax

3 maxe xwin CSI-tail sipwiILcaHbl YHACH 39D, 3 aiimazm JaHapblH GaTalraaxyynaiTbil XHIK
ryWipTraHs.  3epnexuifH  3yrsdc 4YaHapblH OaralraaxyylanTeIl XuUHXMAH ©MHO YaHapbiH
OaranraaxyynanTeir TYRLRTIdX Oaliryyiara @ —aac Xapax)-Il XaHJaH, LKW YYPruiH XxaMmpax
Xyp23 GONIOH aryyira, mIairax xyyaac 6ernex apra, YHaIaX apra, Taiinad GU4ux apra 33pruir 6uuaik
TAMSINBCOH AXJIBIH YIUPAAMIKUMT OONOBCPYYIDK Tapaana. DHIXYY yaupaavkmiir CS-aac aryynrsir

XAHAK Y3COHMM YHICOH 93P XIPIDKYYIIX Oalfryymnaraj JanrapaHryit Tainéapeir XMiH).

@ lanrax Xyyachlr auMriaH, MJOTOOA ayAMThIH dYaHapblH OaTaaraakyylant —Xuix

MOPIRKMITHYYA CYprajiT Xuiix.

Tecnuiin xyraingaua I[A Monron Hp YaHapblH OartairaaxyynanT xuiixssp Ooncon Oaiiraa Tyi,
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THAIHI XaHACaH Cypranteir sByynmHa. Cypranraap eMsex 1, 2 maxb >Kunf O0NOBCpyylcaH rapblH
aBNAreIr 3 Jaxp KU T JyplicaH TapblH apnarataii ysnayynaH caibkpyyaaxaap TeJleBIOCeH
YaHapblH GaranraaXyydalThlH Inanrax xyyfac 6a gaHapblH OaTalraacyylalTblH TapbiH aBIarbit
ammniad seyynda. CypraiTaHj, manrax xyynac OOJOH TapblH aBaarbir OONOBCPYYNCAH XYH, MOH
OXHHM SKWIWH YaHaphlH GaranraaKyymanTeIr TYHLDTISCOH XyH33p Oariuiyynaxaap TONOBIIOX
Oaiina. Yyrasp, @;{ TYRIPTI3X YN axuinaraad A99p XUHX Wanrax XyyAchIl ylIaM CaikpyyJix

JaHapKyyJHa.

ESI BOJ’IOBpry.HcaH KHITMAH ~ @XKJIBIH  TeJIOBJIeroeHuit Jaryy JaoToox ayauTblH YaHapblH

OaralraaxyynajuThir XuiiX, Tailladr raprasa.

YaHapbiH OaTanrakyylalT Xuix aliMryygaJ ypbAuWiial, YaHapbiH OaranraaxyylaliThiH Taaaap
Taifnbap, XMiix aXJIBIH aryyira, maaplarartai MaTepuabH Tajgaap Tainbap xuiina. Taroxa3s JIb-pin
H3MOIIT 0OPYNeNT XUk Oy “YIICHIH canbapblH JOTOOX ayAMTHIH TapbiH apjnara” 60n0H Yp ayH 3
IP9p GomoBcpyyicaH “JI0TOOA ayAUTHIH MPAaKTHK &KNBIH IapbIH aBlara”-bil SBYY/K, TYYHUHT X3pX3H
XOp3MIdX Tanaap Tailnbapnax 6a TYYHMH Aaryy JOTOOZ ay[IUTBIN XOPIrKYYJICHUH Japaa 4aHapbiH
GaranraakyynaiaTelH 0ar TOHA KWK, DKIBIH Taiinanraa Oonoscpyynan CS1 Gonon Tecnuiin

30BJ/IOXO 6I'HO.
I[OTOOI[ ayAUTEIH YaHapbIH 6aTaJ1raa>Kny1a.11THH manrax XyyAchir 31D3CJI3H raprax

Cs1 Gonon TecuitH 3eBnexyya JIB-Hel 3eBnexyyauiitH mUH3YWIDK Oyit “YiChH canbapblH JOTOOA
ayAUTBIH rapbiH apnara” 6omoH Yp AyH 3 193p GonoBcpyyncad “JloToof ayAUTHIH NPAKTHK aXKJIbIH
rapsld aBnara” —blH aryyira I39p, OPOH HYTarT XWrO3X 4aHapbiH OaTalraaKyyNanTblH yp AYHT

TyCraaj Maarax XyyAchir CaibKpyyimK, SI3CIIIHI.

2.6 [ Yp nyn 5 : Jdoroon ayaurbiH AyHX Xyranaanbl CTPATerH TOJIOBJI6IO6r
6os10BCpYyy1ax]
ANBIH X3CTUHT GaliryyIDK, YT asKiJUTaraaHbl TeJIOBl1ereer 00I0BCpyyIax

3 maxb KUIHHH HIMAAT axkun 0ojiox Yp MyH 5-Tait xon600Tol TecnuitH Yl aXuiuiaraaHsl Tanaap
PDM-biH Tocen (XycHart 6), Plan of Operation-sir (XycHarT 7)-niin tanaap CH-tail spuiiiak, Joopx

(XycHSIT 8) aXNbIH TONOBIOrOOHHN Aaryy ax/iaa X3parKYYJIHD.
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(Xycnarr 6: PDM)
Oepunernexuiin eMHox Oepwieracenuii 1apaa
YpaynsS — w\/A Jlotooq  aymuThH  OYHA ~ Xyraiaasbl
CTpaTeTH TejieBereer 60JI0BCPYYIax.
(Y3yysanT)
5-1 : JIyHn XyramaaHsl CTpaTerdl TOJIOBJIOreoHuil Tecen GONOBCpyyaaxaf A3MAIIAT
Y3YYII3X
= > X3parKyYJIdX OKIIbIH Tanaap JKAMKA canan mapimyynsx

5-2 : TeneBnereeHuil Xap3DKWITHHH Aapaax YHIIIT JYTHIIIT
= > YH3N3IT AYTHIITHIH VP AYHTHITH TOBY TaiIaH

Yiin 5-1 : Axoisld Xacruiir 6aiiryynax, yiin akuisaraatnl TejieBiereer 00JoBcpyyiax
WKWILNaraa 5.3 . [By C/P] JlyHxa Xyrailaasl CTpaTeruiiH YHACIH 4ur GapuMTiai 6a aryynreir
TOITOOX

5-3 : 2017-2020 oup x3parkyyiax JyHa XyragaaHel CTPaTery TOJIOBIOI0OHUH
TOCIUIT OONOBCPYYIaxal AMMKIIT Y3YYIIDX
5-4 : [By C/P]2017-2020 dynx XyraljaaHbl CTPATETH TONOBIIOTOOr 3I3CIIX

5-5 : 2017 oHbI 3XHU# yMUpIibiH OAHTBIT YHINIRX, IHaap/iararaid 001 caibxpyyaant
Xuix

(Xyenart 7: Plan of Operation)

2016 2017
9 10 11 12 1 2 3 4 5 6 7

Yiin axaruaraa Drucuith 6YTHTAXYYH
Axxnbln x3¢aT Galiryynax, Yiln axawuraraaHxst
TONOBAEIOO HoNoBCpyyNax
JlyHa Xyrauaassl CTpaTera TON0BIOro8H1i XOP3rKYYIDX QHTHIT
YHICOH YHTJI, AryyJrbll TOFTOX canan 6orox
2017-200Hs! JIyHA XyralpaHe! CTpaTert TONOBI
©reeHwi TeCIWIT GooBCpyynax

JlyHn XyTaupass cTpaterd TOnesnereer sipcn batnaracaw JyHs xyranaaHbl
3% CTPATETH TONOBISrOO

2017 oxbt 1-p ysmpang AYTHIT 610X, Y Ho/mAT 1Y THONTHiH

waapAanaratait 601 3aceap opyyJax Yp OYHCHiH TOBY TalmlaH

(Xyeuorr 8)

—_— —
YHucoH uurin, a v TOITOOX OXHMil YIOITD) [ CHOITHIAT 6rex
AHLL
lynn xyraua —

TPATCTH TE10BNOr68 Tonosioree |
50NOBCPYYIAX GosoBcpyynax V__)

batnax
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YHATIIDJI

Csl-apl XamTpaH axwinarcajn JIyHJ XyralaaHbl cTpaTerWiiH 30puAT OONOH YHACOH HUIJISIVIAT
TOITOOXK, JIyHA XyralmaaHbl CTpaTerd TOJeBIOreeH[] Opyyllax aryylrbll TOrTOOHO. HparspaHryit
X216, 0700 GomoBCpyyiK Oyl ypT Xyramaanel Tenepieree 6a IA-CM-bIH YHIIIS3HMH aryynrsir

YHASCISH X3PI3rKYYJOX aXIIbIH aryyira, xXyrauaa, TOCBUUT TOIOBIIOHO.

1

-1133p raprax TaBbCaH 30PHIIT, YHACSH YHMI, YHI @KWIUIAraaHel aryynrsir JIyHa XyranaaHbl
cTpaTern TeNeBNereeHWid Tecenn HapuiiBwian opyynHa. Tecemny TXOVI-piH yprT xyrauaaHel
TONOBIIOrOOHOOC TYCraH, MOHIOJ YJICHIH I0TOOM ayAUTHIH TOITBOPTOH XeDIJIMHr XaHrax OONOMXK,
GOAMTOOP XIPIMKHUX GOJOMK 33PTHHH Tamaap AypJax, YJICHIH calnOapbiH IOTOOX ayAUTBHIH YHACIH
VAMPUIATBIT XaHIaX ra3pblH XyBbJ YHI aXuWnnaraansl 30pUITOO TOAOPXOMIDK, CaHanaa JIBHIYYIX
Gonomxuiir OypayynHs. MeH TecnuiiH 3eBnex Oaraac 2014-2016 oHer JlyHa xyramaaHel cTpaTerud
TONOBIOTEOHMI XOpITKUNTUIH Oalinan 6onoH x3auiiHI? OoloBCpyyIaracad MOHIOI YNCHIH JOTOON
ayIUTHIH yPT Xyrauaadel y33n Oapumtnan Ga CaHruifH samHbl YHI aXuiaraanbl XeTej0ep
(2016.10.15-u61 Gaiipnaap rapaaryii Oaiiraa) 39parToil ysaiuayymx XonOOCOH, yp uajsap (XyHui
HOeUuH XerKu1, JOTOO ayJUTIH XyY/b, TOCBUIH TOIOBIONT, XIHAIT) O010H Oaliryyniara (xapaar
Oyc OGaiiman xadrarjaxyiin Oafiryyniaarsin OyTumiir Torroox, TXOVYI-bIH Xy4WH Yaibll WYY
OHOBYTOM, XYPTI9MKTIH Galiyiaap TOITOOX) M3CIH allb allb TAIbIl Hb XYUMTIOH O3XKYYIdX aryyira

Oyxuif TeneBIereeHN TOCIUUT OOIOBCPYYIaxa AIMMKIOT Y3YYIIH.

@ 2017-2020 onsl yHA XyrauaaHbl CTPATErd TOIOBIOIOOI JIICIIX
-n XUIK TYHRIPTraCc3H JIyHA XyranaaHsl CTpaTerd TOJNeBIereeHUi TociuiH Tanaap CaHruitH
Slaman 139p Xouomupon 3upcisH GonosepyynHa. Illaapamararail 601 a@kiblH X3CT33c X060rA0X

Oairyynnara/J TaHHJILYyira Xuiix 6a TyyH[ TecauiiH 0araac JIMKIOT Y3YYIIHI.

5

BonoBcpyyncaH TeJieBIereeH A33p Tynryypnas, 2017 oHbI 3XHMH yndpa IOMyy TOCeJ JyyCaxbH
emHe JlyHn Xyralmaadbl CTpaTerd TONOBJIOreoHH} sBL| OaliyIblH Tanaap @KJIBIH X3C3r OOJOH
TXDOVI-plH yaupAiara yH3IOAT AYrHAAT erde. TyyH A33p YHISCISH, mwaaplararaid 6om Jyma

XyraiaaHbl CTpaTerd TONOBIOreeH 1 3aCBap 60pUNeIIT OpYyIHa.
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3 Tecamnitn 0aruiiH OYpPIIAIXYYHHH 2a’KHJLJIaX TOJIOBJIOI66

3.1 MbapraxuiarHuil 6ypaaa3xyyH
3eBnox GaruifH MOPTRHKWITHYYIUHH OYPINAIXYYHUIT OOPX XYCHAI T3 Xapyyas.
XapuyncaH axxui OBor HAp Xapnsianax anbaH razap
Tecnuitn ynupnard/ Xyynb 5px 3yi Casamu Kok EY Ulunnuxod Cacrabumuti XXK
JyHn xyranaansi crparerd tenesneree  TamuHo Motosia EY Illunauxon Cacnabunutu XXK
Tecnuiin yaupaarduiid opiord /Xyynb 3px
3yit/ [paktuk gagan/ JlyHz XyramnaaHsl Konama Kymu Henoit TomMac ayaAUTEIH KOMIIAHA
CTpaTery TeNeBleree
Xyynb 3px 3y#/ YaHapeix Canparcypsn Kunzaii TeceB caHXYYTrHiiH
6aranraaKyynant Hapmangax cyJanraaHbl MHCTUTYT
3apoar onrox rortomioo/ [paktuk gaman  Mmamna Amans  EY Ilunauxon CacHabumuty XXK
3apar onrox torronuoo/ I[Tpaktux gagan/

Mana6s Ait EY llIunnuxon CacHabmnntn XXK
AW YYPruitd 30Xullyynard

IpakxTuk aaman Tanusaxu Erumrake Jenoiit Tomac ayAUTEIH KOMIIAHH
IIpakTux manan/ Axui yypruiia .
Cyzyku Eoko Jeno#t Tomac ayAUTEIH KOMITAHA
30XMLyyard
18
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3.2 MOprakusITHHH aXJIBIH XyBaaphb

emar (3 maxs )

Osor kp 3ops 2016 o1 2017 on Huter oop Xynfeap
(Xapuyncan axun} o \aa 9 10 1 12 1 2 3 4 5 6 7 R uninGop
Capamm Ksriot 5 | 1 z 0%

ToomidH ymipmrd /mmooaay et ¢ 2
Yy 9px3yAH xypa2 1) 000
Tamuro MoTos 0 000

Towonaymr 3
(JlyR xyreusary oo 2) 000
Kopama Kymn 5 [ ] 163 543
3
000
™ e 2)
Manabo Aii 5 1 163 543

Jowonaymt@Goporomosorom 3

oo 1} (Tparmak maan 2)
famHn yy privin 2000y Y RIT 000
Wmana Aman> 2 52 B
oroonaymr(opasmkaxun Y Qa3
aptanauanT 1) 000
Tanupakn Eumraxa . 3 1 0 337
naprR Gazanmmkyy o 1) 000
Cysviu Eoko 3 101 337
Tlotoonaymir(Xyysm apxayiu syp:
92, 4BRBPHIA KIRATT2) 000
Tenenneroe 607 2023
TommnonT  (eepHlil SAPIILIF 3¢ TOONOX)
Casamv Kamiun ) 8 040
yym spxsyHaxypos 1) 000
15 075
Tamuno Motos
Hooon ayamt 3
(flyHa Xy muasHL Tanosrsa ) 000
Konama Kymu 1 20 100
3
000
™ TaeB/lereo 2)
ManaG> At 6 030
3
00 1)(Tpaxmk sammn2) 000
faxrn yyprufil W0xHIY yRANT
LaHArcy paH HapmMaHaa
ik ”’OX apuaHi 60 300
Homop aymr 3
Kyym spxni 2) 000
c Tenesnerse 109 545
YYpHH BxHIT A

(eopnity Tenenneree 2568
e Tvilustron

A\ Ammin oneaneres
Taiinan, rox Mor AWork Pkm AMS ver 5
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TecaHiiH 30BJOXYYAMIH XapHyHCaH a’KUJI YYPIrHiH aryyjira

3eBi6X Tyc OYpHitH XapHyliCaH aXJIbIT JOOPX XYCHIITI/l HIITIIB.

Osor Hpe

CaBamu
Ksmxkn

Tamuto
Mortos

Kopama Kymu

Canparcypsn
Hapmannax

Mana6s At

XapuyLcaH axui

Tecnuitn yaupaard
/motoon, aymat (Xyyib
3pX 3Y#H xyp33 1)

Joroon ayaut

(yun XyraraaHbl
TeJIeBIIOTes 2)

TecnuiiH ygupaarduita
opriora /Jlotoon aynut
Xyynms  3px 3yih  3)
( Tlpaktux  pgaman
1)( Hynn Xyranaassl
CTpaTtern  TeJeBIereo
2)

Hotoon aynut
(Xyynb apx 3yii 2)
(Yanapsia

Oaranraaxcyynant2)

Joroox aymut (33por
onrox Torronuoo 1)
(ITpaxTk napan 2)
Jaxun YYpTUiiH
30XULYyAaT

ASKIIBIH aryyara

<TecnuiiH epeHxuil ynupuiara>
AXUn  YYpPrWiT  XIp3DKYYIdX,  3OXHUIYYJAIT,
yAaupAara
Xamtpan axwuiard Haprallh  XmiiX  @KIbIH
30XULYYITANT
Xonbormox Oaliryynnaryyarail MaA337oJ1 COJMILOX,
30XHMLYYJIaJIT, Cyfairaa
Viupaax XopooHsl Xypall 30XHOH Gaiiryynax
MonuToprHT Xyymac OOIIOH ayJIbIH [YHIDTIIMH
Taiinan 6onoBcpyyaax
Xombormox  Oaliryymraryygan — TaiaH — erex,
XAMINLPX
Yiin awwmaraar X3pamKyyJIsxsl Inaapiulararai
MIIRIIUIMAT DyDTyyIax, Cyaanraa Xuix
AXUTeIH OaiipaH [33p ayOWTBIH 3aaBapyMiiraa orex,
CYPTaNThIH TOJIOBIIOree XHilX, XopIrKyYIIX
Xop3DKWITHIH VP AYHTUMH Talinan
<JlyHpa XyraljaaHbl CTparerd TeJeBI6ereeTdH XoNOOOTOMH
KU YYPIr>
Yiin axumiaraar X3parKYYIdXdZ Llaapiuiararai
MOIIAJUHIAT OyTyyaax, cyAalraa Xuix
X9p3rKWITHIH Yp AYVHTHIH TalinaH
<Tecnuiid youpAarduifn Tycnax, Yp ayH 1, Yp ayH 3,
IyHx XyramaaHbl CTpaTerd TeJeBIereeTdil xonbootoi
KW YYpIr>
Axun  yypruiir  epeHxmHA  HB  XapHylax,
30XMLYYYAQIT XUHX
Yiiln axunnaraar XopdDKYY/IdX3[ IIaapilararai
MII3SIUIHHAT MyTITyyJIaX, cyaanraa Xuix
AxnpiH Oalipan m33p ayJWTHIH 3aaBapuuiraa orex,
CYPTaJIThIH TOJIOBIIOTO6 XUHX, XIPIKYYIIX
XOpamKUINTHWH Yp IYHTANH Talnan
<Yp ayH 1, 4-T3if Xon600TOH aXHI YYpIIr™>
AXwWl  YYPTHHTr  epeHXHHJ  Hb  Xapuylax,
30XHLY YT XUHX
Yiin axwuraraar XiparKyyIdxd4 Imaapulararai
M3IIIIUTHNAT TyTITyyiaax, CyAairaa Xuix
® AXxibiH OaiipaH A33p ayAUTHIH 3aaBap4yujiraa erex,
CYprajiThiH TOJIOBJIOT06 XUNX, XIPIMKYYIIX
X3p3rKUNTHAH VP AVHTUHH Tailiad
<Yp ayH 2, 3-Taii xon000TOH axui yypar>
Yitn axwmaraar XoparKyYyadxdl IIaapjurararaif
MOAJIPITIHIT MYTITyysax, cyfairaa Xuix
® AXxJeIH GalipaH A35p ayIWTHIH 3daBapyuiiraa erex,
CYPTanThIH TOJIOBIOree XUixX, XaparKyyIsx
Xp3rKunTUiiH Yp OYHTHiH Taiinan
<AWI YYPrUifH 30XU1lyyIanT>
AW YYPrHMUI XIP3DKYYJSNT, 3O0XHILYyYJNalTBIH
Tyclax
Xonbormox OalTyysutaryyaraid MO390 COMMILNOX,
30XHULYYJIANT, CYJANraaHbl aXcHil
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Voupnax XopooHsl Xypan 30XHOH Oaiiryynaxam
TyCcax
Cyprant TeneBleXx, aByylax
@ Huiit axnbiH apbiH anba
® TocnuiH KOHTOp, OpOH HYTTHHH @XXHIT4IbIH
youpanara
TecnuiiH aIbIT cypTanuiax
XapHylicaH aKJIbIH TaliaaH raprax
TecnuitH YN axwularaadbl MOHI®
Xapuynax
<Yp ayH 2, Yp ayH 3-taii xonO00TOM akui yypar=>
Yiin axummaraar X3parKYYJSXsl —IHaapiiaratai
MIIRIIHHT My DIyyJax, Cyaalraa Xuix
TyxailH rasap A33p ayAMThIH 3aaBapuuiiraa erex,
CYpranThIH TONOBIOree XuiiX, XopIrKyyIsx
X3P3MKWITARH YD AYHIUHH Talnan
<Yp ayH 3, Yp ayH 4-13ii Xon600TO} axun yypar>
® AXXWN YYPTHUH XOPIMKHUIT, 30XUIYyNanT
Yitn axwiaraar XsparKYyJdxdl IIaapiuiaraTai
MOI3DIUIMNAT HyTITyyaax, Cyaairaa Xuix
® TyxailH razap A33p ayIWTHIH 3aaBapyuiiraa orex,
CYPTaJIThiH TOJIOBI6ree XHHX, XIP3IKYYIdX
@ X5porKUITHIH YD AVHIUNH TainaH
<Yp ayH 3-Taii xo0n000TOH aXun yypar>
Yiin axwuaraar X3p3DKYYISXoN LIaapyiararai
MAIIBIUIMAT Uy DTyyiaax, cyfajiraa Xuix
® AxcnbiH OalipaH A33p ayQUTHIH 3aaBapyMiraa erex,
CYpranThiH TOJIOBIOre© XHUIX, XIPIMKYYI3X
X3p3rKWITANAH Yp AYHIUHH Talinan
<Askus YYPTUHH 30XUIYYIAIT>
AXWJ1I  YYPIHII XOPIDKYYISIT, 3O0XHILyYNalThIH
TyClax
® Xonbormox GaliryymnaryyaTail M3I33M3/ COJMILIOX,
30XMLY YT, CYJANTaaHbl AN
® Vimpmax XopooHbl Xypanl 30XHOH Oaliryymaxan
Tycnax
Cyprant TeneBnex, 30XHLYYIaNT, X3PIIKHITI
Tycnax
Huift axxinelH apsid anba
Tecnuitn KOHTOpP, OPOH HYTTHWIAH
yaupanara
® ToCauitH aXIbIT CypTamuiax
©® XapuylicaH aXXIbIH TaiJlaH raprax

CaHXYyYT

KUY JIBIH
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Abbreviation
BC-RM Dept.
CpP

CPE

IA-CM

IAPI

IAPPS

1A

JCC

JICA

MOF

oJT

PDM

R/D

WB
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Abbreviations

Meaning

Budget Monitoring and Risk Management Department
Counterpart

Continuing Professional Education

Internal Audit Capability Model

Internal Audit Practical Instructors

Internal Auditor Professionals for Public Sector
Institute of Internal Auditors

Joint Coordinating Committee

Japan International Cooperation Agency
Ministry of Finance

On the Job Training

Project Design Matrix

Record of Discussion

World Bank
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CHAPTER 1: Project Features
1.1 Background of the Project

Our prior phase (project phase 1) was conducted from December 2011 and to June 2014.

In this period, the BC-RM Dept. specified the pilot organizations institutions as well as carried out the
training of internal audit trainers, and the develop of materials related to internal audits, workshops and
seminars for the relevant personnel, and the establishment of a strategic plan that contributes to the
project purpose the basic ability to disseminate the introduction of internal audit functions to central and
local government agencies.

In Phase 2, which inherits the contexts of the Phase 1 (formulate internal audit awareness, internal
auditors strengthening of internal audit mid-term deployment plan), the project aims to raise awareness
of the legal framework related to internal audits, introduce a qualification system for internal auditors,
enhance the quality assurance system and practical audit skills for the Mongolian government in terms of
the capacity building of internal auditors. Moreover, in accordance with the internal audit mid-term
deployment plan, the project aims to establish the strengthened formation of an internal audit framework
in terms of institutional and organizational aspects and human resources, in order for the internal

auditors of the Mongolian government to conduct audits in a more sustainable environment.

1.2 Project Objectives and Scope
1.2.1 Project Objectives
This project is implemented under the PDM and R/D which was prepared in June 2014.The overall
goal, project objectives and results are as follows.
Overall Goal: The Mongolian governmental internal auditors are able to conduct internal audits in
a more sustainable environment.
Project Purpose: The Mongolian government establishes a more solid framework for internal
audits in accordance with the Strategic Plan 2014-16.
Output 1: The solution to establishing a more solid legal foundation for internal audits is
identified.
Output 2: Qualified internal auditor certification system is introduced.
Output 3: Internal auditors' capacity to practice internal audits is further strengthened.
Output 4: Internal audit quality assurance system is introduced.

Output 5: Medium-term strategic plan is developed

1.2.2 Project Scope
Target area: Internal auditors of the Mongolian public sector

Target: Counterparts and relevant internal auditors
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Geographic Area: Mongolia (However, the main targets in the project activity area are the selected

local governments and the municipality of Ulaanbaatar)

Prioritized ministries: As of December 2016, the prioritized ministries are the Ministry of
Construction and Urban Development, the Ministry of Roads and Transportation Development, the

Ministry of Education, Culture, Science and Sports and the Ministry of Health.

1.3 Policies of Project Phase 2 (Project Year 3)

)

@

Enhancing system of internal audit system including the Internal Audit Law at country-level

The bill of legal framework is intended to be listed for deliberation or submitted to Parliament in
autumn 2016. We will commit ourselves to assist CP to pass legislation as soon as possible. In
particular, for example, we envision holding a conference to hear opinions of government
organizations or intellectuals, as stated in the law relevant to legislation which comes into force
from January 2017, explore the needs and assess influence of legislation of Internal Audit Law, and
summary these opinions and draft documents for submitting to the Parliament. After the legislation,
we exercise awareness-raising activities to develop the legal infrastructure of internal audit and to
enhance the legal status of internal auditors. In addition, IIA Mongolia is officially founded and has
launched activities to establish the qualified internal auditor system in Mongolia. We will
continuously assist in conducting training, providing exams, translating of the International
Standard of Internal Audit, and making educational materials, in order to enhance system of internal

audit system at country-level.

Support in developing medium-term strategic plan

In phase 1 of this project, we assisted in formulating medium-term strategic plan for 2014 - 2016.
The plan comes to the end this year and the time is to develop a new medium-term plan. Both CP
and JICA project team recognize that Mongolia is in a transition periods as Mongolian government
decided to follow international standards for their internal audit system and that the medium-term
strategy for the next four years (2017-2020) is a significant guideline for the future of Mongolia.

For this reason, based on what the expert team has achieved in this project, expert team plans to
assist in developing a sustainable and viable plan. Expert team assists in enhancing various aspects
such as technical facet (human resource development, internal audit method, planning and
management of budget etc.) and organizational facet (promoting organizational structure to secure
independency, organizing for BC-RM Dept. to maximize function of the department etc.) in view of
relevance with long-term vision of Mongolia and policy objectives of MOF (not disclosed as of

October 15, 2016).
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(3) Enhancing awareness among the top management

It was seen that the introduction of the internal audit function was smoothly conducted in the
ministries where the top management showed a high level of awareness of internal audits. Since
it is supposed that many of the ministers and directors in the department of internal audit have
changed as the results of an election in June 2016, we perform awareness-raising activities even
harder to enhance awareness among the top management with the recognition that they play
important roles for four years by next election. Especially, to draw attention and gain
understanding of top management, we share and discuss the audit issues in departments of
governmental audit area and findings with them in addition to introduction of institution of

internal audit.

(4) Efficient coexistence of financial inspection and internal audit

From November 2014, since many of the financial inspection members were transferred to
internal audit department in central government ministries (including Ministry of Finance) and
local government, and the Internal Audit Rules was revised to include financial inspection, we
held discussions between CP and JICA about the medium- to long-term vision of internal audit
of CP. It was also decided that even detailed operation of financial inspection was included in
the Rules. However, the coexistence of financial inspection and internal audit was recognized as
a challenge because the financial inspection officers had been given the authority to set the fact
situation of lawbreakers. The result of the discussion from January to April 2016, it was declared
at JCC that CP aim internal audit recommended by IIA (IIA type of internal audit). Thus, it was
agreed to promote the project aiming to introduce the IIA type of internal audit and financial
inspection is a part of internal audit. In the third year of the project, it will be necessary to
marshal challenges and issues with middle-class personnel such as Directors regarding to both
parties’ objectives, implementation, and reporting and follow-up procedures when financial
inspection is conducted as one of the operation of internal audit. Thus, the policy to conduct

financial inspection as a part of internal audit will be formed.

(5) The priority of practical training to level of working associates
The legislation of internal audit law and awareness among the top management as described in
(1) and (2) above is indispensable in order to provide effective technical transfer. We assume
that it is efficient to put resources of project to activities to radicate a series of internal audit
procedures, which consists of planning, fieldwork, reporting and follow-up, using manuals and
model working papers for working associates after the legislation. Therefore, we will suggest CP

to focus on submitting the bill and legislation as the highest priority.
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CHAPTER 2: Implementation Plan
2.1 Matters relative to the Entire Project
Develop work plan
: The expert team develops work plan about third year’s activities to achieve project
purposes according to results of the second year activity.
: The expert team updates the work plan. Experts decide the detail of activities by
discussing with CP.
Collect basic information for implementation of work
CP and the expert team cooperate in collecting information as needed.
Conduct self-diagnosis based on IA-CM
At the end of the third year of the project, CP conducts self-assessment by using IA-CM and expert
team assists the assessment as necessary.
H Hold discussion on progress and achievements of the project
The discussion will be held among the people involved as necessary.
Conduct JCC meetings
In third year, JCC meeting will be held in October as Kick off and in June as the end of the project.
CP and expert team will discuss in detail about date and members of the JCC.
@ Prepare Monitoring Sheet
CP and expert team prepare Monitoring Sheet Ver.5 according the progress of the project.
Prepare Completion Report
At the end of the project in third year, CP and the expert team make Completion Report and submit
it to JICA by common consent.
2.2 (OUTPUT1) The solution of establishing a more solid legal foundation of internal
audit is identified.
In the first and second year, the expert team substantially completed 1-1 , , , &
activities.
1-7 Support activities relating with submission of the bill to the parliament until April 2017.

As mentioned above, in the first and second year, the expert team completed the concept paper and the
first and revised draft of bill and submitted those to the BC-RM Dept. These revised concept paper and
draft bill were agreed at JCC held in April, 2016.

From CP, it was declared at the JCC held in April 2016 that CP will try to submit the bill to Parliament
in autumn 2016. The expert team will commit ourselves to assist CP to pass legislation. The below is the
schedule and process which we recognize is needed for now to submit the bill. Especially, the expert
team will provide funds from the project budget for investigation of effect and influence and making

reports, discussion by public and hearing opinions of government institutions.
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The following is detailed supporting activities we are planning,.
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(Table 2)
No Category Activity Content Time
1 Required Dis9uss about the‘internal The Expert team support CPin  The end of
audit law by public. ] )
(Questionnaire survey holding councils specified in October 2016
and the Expert the law relevant to legislation
Committee) which comes into force from
) Hearing of opinion of January. We will employ local
government organizations  consultants.
3 Conduct the survey of We conduct the survey and .
rom
needs and impact of assessment of legislation of
L . September to
legislation. the new law. We will employ
December 2016
local consultants.
4  Optional  Enhance awareness of We will explain about basic To Be
internal audit among points of internal audit and Determined
members of the Diet, difference between financial .
The holding
ministers, administrative  inspection and internal audit. .
date will be
vice-ministers and These awareness raising determined by

directors.

activities will be conducted
mainly by CP while expert

team will support it.

discussion with

CP

2.3 (OUTPUT?2) Qualified internal auditor certification system is introduced.
In the first and second year, the expert team completed the activities , E;gl, and . The below is the
implementation plan of the rest of the activities.
Develop work plan
The expert team develop work plan of the third year discussing with CP along Plan of Operation.
The following is the schedule (Table 3) of the activities.
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(Table 3)
Discuss ing system mework
Certificate and of training system
training system Pl training

(IAPPS - IAPI)

Collect and manage of information about the participants of the tramings

Develop IAPPS training framework documents

The expert team has already submitted the framework in the first year of this project. However, the
IIA Mongolia was formally recognized as a managing organization of internal auditor certification in
Mongolia by the IIA so that the IIA Mongolia is now in a stage of establishing the system in compliance
with the international standards. Therefore, it became inapplicable for CP to provide its own internal
auditor certification or qualification in Mongolia. Thus, in order to incorporate nature of public sector
into the certifications which IIA Mongolia will develop, it is necessary to revise the framework to take
the idea of the IIA. Through training system, the framework will include contents to enhance the
comprehensive ability of government internal auditors in Mongolia. For example, the target of 1API
should be high scored candidates of IAPPS trial examination in order to keep certain level of IAPI
during the project term. In addition, classroom lectures and experience such as making Risk Control

Matrix and FC and preparing audit report should be added to requirement of certification.

@ Conduct financial planning on implementation of IAPPS & pre-test training, and training for
IAPI

The BC-RM Dept. will prepare a simulation model of future financial planning based on the specific
actual figures for securely reserving the budget to be able to implement the activities after the technical
cooperation project by the CP. The proto model will be refined to a final version through consideration
of the actual business contexts, which may contain appropriate specifications learned from the
experience in which the CP has calculated the required costs. The calculation consists of a comparison
and analysis between the actual activities and future simulations in terms of the financial and other
resources aspects. The results of the simulation will be used for the budget acquisition covering a

nationwide business model that may enhance the sustainability of our future activities.

Design IAPPS trial test & pre-test training contents
In the second year, we developed the trial examination contents and conducted the IAPPS trial
examination to internal auditors in Ministries and municipalities near Ulaanbaatar. Based on analysis of

the results, score distribution, and questionnaire results, we prepare necessary content discussing with
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IIA Mongolia and CP. For example, we add practical example to the contents while using the materials

of trial examination.

& Conduct training for IAPPS candidates. Conduct IAPPS trial test

We conduct trainings and trial tests by the contents described in . We will determine the candidates
through discussion with CP but CP and the IIA Mongolia are the implementing organizations of trainings
and examinations. The expert team will support them keeping in mind the continuity of the activity after
the project ends. Because of budget restriction, we will arrange the meeting room as a training hall and
conduct the trial test in the last day of the training as we conducted in the second year.

We plan of the IAPPS trainings and the trial examinations in the third year.

Develop IAPPS participators and other training participators records

Now CP registers the information of internal auditors all over the country to the system in MOF. On
the other hand, we have the information of IAPPS training participants. By gathering the information, it
will become easy to grasp the information of internal auditors, to select candidates and to manage the
attendance records. The expert team make the participant nominal list and submit it to CP in order to

support in developing a training attendance records.

2-10 Support providing training for IAPPS

In order to make IAPPS improve knowledge, the expert team considers technical assistance of internal
audit. We conduct IAPI trainings to IAPPS participants as second year. In the second year, we selected
TAPI participants taking the result of the test into account, but in the third year, we take the years of

experience or application into consideration in order to raise the level of internal auditors.

Train the IAPIs and its candidates to acquire practical skills required to disseminate internal
audit

In the second year, the main content of IAPI training was how to make working papers, but in the
third year, we will make contents to meet their needs in taking the answers of questionnaire into
consideration. For example, the experts visit the IAPI participants in their ministry and hold workshops
or offer them trainings with IIA Mongolia. We plan of the IAPI trainings and the trial

examinations in the third year.

2-12| Certifying candidates who satisfy necessary conditions as the IAPIs
The requirements of certification of IAPI will be written in the framework, through discussion with

CP and IIA Mongolia.
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2.4 (OUTPUT3) Internal auditors' capacity to practice internal audit is further
strengthened.
Develop a work plan
Through discussion with CP, the third year schedule is developed along with Plan of Operation. The
following (Table 4) is the schedule of the activities.
(Table 4)

7
Sep {Oct [Nov Dec jJan |Feb [Mar |Apr |May |3un |Jul

Practice manual
Update through OJT

(Model Working by CP  after review
P B . .
apers) Approval by Audit Commitee in MOF
Practial training > > . >€<> .
(At any time for other Central region Eastem region
........ >€>

trainin, .
&) Westem region

@ Conduct financial planning exercise on the implementation of training and OJT
Same as described in @

Develop the internal audit manuals in priority areas and common manual for specialized
public organization (e.g. local governments, schools, hospitals, customs etc.)

In the second year, the expert team completed the draft of internal audit practice manuals and model
working papers for priority areas. This manual includes risk lists of each priority area. In addition, the
manual also covers an audit for small organizations including local governments and is added its
checklist for the use of such internal audit. In 2011, the World Bank (WB) consultants have already
developed an internal audit manual for internal auditors in the government organization. However,
feedback from users was that the manual is not user-friendly and the WB consultants have currently been
revising the manual. For this reason, the expert team will cooperate with WB consultants for internal
audit manual development. The expert team will develop the manual which is specialized for practical
part while the manual of WB consultants focus on the overview concept and overall steps of procedures
of internal audit. The expert team will provide the templates of model working papers to WB to attach its
blank templates to WB’s manual. By providing common working paper templates from both manuals,
internal auditors can avoid confusion of the use of these manuals.

In terms of the manuals for small organizations, it turned out during we conducted OJT that initially
expected schools and hospitals are not small organizations, but bigger than initial expectation so that the
expert team reached a conclusion that it is possible for such organizations to use the manual for priority
area. Since the manual for priority area is also applicable to all other fields, the expert team decided to
create a chapter in the manual for small organizations which would have a difficulty in applying internal

audit techniques (e.g. risk based audit approach). In the third year, the expert team will finalize the

10
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manual including model working paper by using in practice to update its contents.

Conduct training for internal auditors to use the internal audit manuals in priority areas and
specialized public organizations

The expert team promotes internal auditors to document working papers in practice in accordance
with the internal audit manuals and model working papers developed in by providing manual
trainings (two trainings for CP, priority areas, and government organizations near Ulaanbaatar area etc.).
At the same time, the expert team will conduct the same trainings to internal auditors in local
governments to expand the use of the manuals widely around Mongolia and to improve a practice level

in local governments.

@ [by CP] Continue internal audit trainings and OJT in other areas which had been conducted
under the Project phase 1, while the experts assess the training and provide assistance as
necessary.

In Mongolia, it tends to increase the number of request-based seminars or workshops more than
planned as stakeholders in Mongolia has a high awareness of challenges and problems in their internal
audit practice. CP and the expert team work together to transfer knowledge to stakeholders and to
enhance the awareness of internal auditors by not only providing seminars to introduce the manual but

also to introduce audit case studies and practical issues.

2.5 (OUTPUT4) An internal audit quality assurance system is introduced.
In the first and second year, the expert team completed the activity 4-2. The below is the

implementation plan of the rest of the activities.

H Develop a work plan.
The expert team discusses with CP on the third year activities along the Plan of Operation and

Plan to conduct activities according to the following schedule (Table 5).

(Table 5)
7
Sep |oct |Nov |Dec |Yan |Feb |Mar Apr May Jun |Jul
—_ —
Make plan  Make and desribe
ofoperation  details of activities  along the manual detail of activities
Quality Assurance Central mregion
activitiy Conduct quality assurance activities Conduct quality assurance activities
—_—
Prepare reports of quality assurance activities Complete the reports

Update the manual and checklist through quality assurance activities

11
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Develop an annual plan to conduct the quality assurance activities.

Per discussion with CP, quality assurance activities will be conducted to in the
third year. Experts prepare and distribute to a conducting organization the instruction including work
scope, how to fill in the checklist, evaluation method and reporting method etc. The instruction is

reviewed by CP and then expert team explains the detail to the conducting organization.

Train staff for quality assurance of internal audit using the check lists.

The ITA Mongolia will conduct the trainings to staffs engaged in quality assurance of internal audit
since the 1IA Mongolia is an organization responsible for the quality assurance of internal audits. In the
training, in addition to the description of how to assess in quality assurance and make reporting
documents, the [IA Mongolia will use the check list of quality assurance which was drafted in the first
and second year and will be revised in accordance with revise of the practical manuals described in .
The preparers of the check list and manual or people who have experience in quality assurance activities
will be the lecturer for the trainings. In this way, it is expected to improve proficiency level of checklist

to be used through activities in El

IEl Practice quality assurance activities and make reports on an activity 4-3 plan basis

Experts notify and explain about the activities and request of documents to each prefecture chosen for
quality assurance activities prior to the visit of quality assurance members. In doing so the expert team
send and explain how to use of the internal audit manual updated by WB consultants and internal audit
practice manual developed in Output 3. Then quality assurance members visit the local prefecture after
each local government finish one internal audit engagement, prepare and submit a report to CP and

experts.

evelop final version of check-lists for quality assurance of internal audit
CP and experts finalize checklists for quality assurance by revising based on the results from quality
assurance activities at local government in addition to the relevant contents in accordance with manual

updated by WB, practical manual developed in Output 3.

2.6 (OUTPUTS) Medium-term strategic plan is developed
The expert team suggests CP to add the activity of “Output 5 Medium-term strategy targeted
sustainable development of internal audit is developed” at the next revision of PDM. The following is

tentative activities.
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Develop a work plan and set up a working group

Expert team plans to conduct activities for newly added Output 5 in the third year pursuant to the
following (Table 8) schedule by discussion with CP based on PDM (Table 6) and Plan of Operation

(Table 7)

Output 5

Activities

(Table 6: PDM)

Before Revision After Revision
N/A Medium-term strategic plan is developed
(Indicator)

5-1: Support to draft 2017-2020 medium-term strategic plan — Proposal of
enforcement items

5-2 : Review the progress for the 1st quarter of 2017 or after, along with the
medium-term strategic plan — Summary of result of the review

5-1: Develop a work plan and set up a working, group

5-2: [By C/P] Decide the basic policy of medium-term strategic and enforcement items
5-3: Support to draft 2017-2020 medium-term strategic plan

5-4: [By C/P] Finalize 2017-2020 medium-term strategic plan

5-5: Review the progress for the first quarter of 2017 and revise medium-term strategic
plan if necessary

(Table 7: Plan of Operation)

2016 2017
L "
Activities Deliverables 9 w o1 on 1 5 3 4 5 p ;
1 Develop a work nlan and set un a working eroun
2 Decide the bifSIC policy of medium-term strategic and Proposal of enforcement itoms
enforcement items
3 Supoort to draft 2017-2020 medivm-tenm strategic plan
4 Finalize 2017-2020 medium-term strategic plan [l)\lzproved medium-term strategio
n
5 Review the progress for the first quarter of 2017and ~ Summary of the result of the
revise medium-tenm strateic olan if necessary review
(Table 8)
Decide the nforcement tems m
Medium-tern
Strategic Plan Draft Plan
Development

@I [By C/P] Decide the basic policy of medium-term strategic and enforcement items

CP decides the basic policy and strategic goals and makes the list of contents to reflect in the

medium-term strategy. In particular, CP make a plan, including enforcement items, timing and budget,

based on long-term plan and assessment items in IA-CM

13
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Support to draft 2017-2020 medium-term strategic plan
The working group drafis the medium-term strategy including goals, basic policies, activity items and
details considered in activity. The draft strategy contains future visions of BC-RM Dept. and is
mentioned about the sustainability and feasibility of internal audit in Mongolia, which will be
expected as an expression of opinion of BC-RM Dept.as the leading department for internal audit in
Mongolia’s public sector. Expert team also assists in preparing a draft to consider achievements of
2014-2016 strategic plan and to enhance various aspects such as technical facet (human resource
development, internal audit method, planning and management of budget etc.) and organizational
facet (promoting organizational structure to secure independency, organizing for BC-RM Dept. to
maximize function of the department etc.) in view of relevance with long-term vision of Mongolia and

policy objectives of MOF (not disclosed as of October 15, 2016)

|By C/P] Finalize 2017-2020 medium-term strategic plan
Draft of the medium-term strategy in activity is circulated within MOF and CP finalizes the plan.
If necessary, CP gives presentations to relevant departments in regards to the finalized medium-term

strategic plan. The expert team will support the working group.

@ Review the progress for the first quarter of 2017 and revise medium-term strategic plan if
mecessary

Working group and management members in BC-RM Dept. review the progress of medium-term
strategic plan in the first quarter of fiscal year 2017 or before the completion of this project and revise it

if necessary.
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CHAPTER 3: Manpower Planning

3.1 Members of Expert Team

This project is conducted by the following experts;

Position
Project Team Leader/

Legal Framework
Medium-term Strategy

Acting Team Leader /Legal
Framework / Practice Training
/Medium-term Strategy
Legal Framework /Quality
Assurance
Certification System /Practice
Training
Certification System /Practice
Training / Training Coordination
Practice Training / Quality
Assurance
Training Coordination /Practice

Training

Name

Kenji Sawami

Motoya Tamino

Kumi Kodama

Sandagsuren

Narmandakh

Amane Imada

Al Manabe

Yoshitaka Taniwaki

Yoko Suzuki

15
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Company

Ernst & Young Sustainability
Co., Ltd.

Ernst & Young Sustainability
Co., Ltd.

Deloitte Tohmatsu Financial
Advisory LLC

Kinzai Institute for Financial
Affairs, INC.
Emnst & Young Sustainability
Co., Ltd.
Ernst & Young Sustainability
Co., Ltd.
Deloitte Tohmatsu Financial
Advisory LL.C
Deloitte Tohmatsu Financial
Advisory LLC



=)

3.2 Assignment Schedule

Name

Kenji Sawami
Project Team Leader/Interal Audit
(Legal Framework 1)

Kumi Kodama
Acting team leader/Internal Audit
(Legal framework3)(Practice
traming I }(Medium-term strategy 1)

Ai Manabe
Internal Aud#(Centification
sysicm] }(Practice raining2)
Traning Coordination 1

Amane Imada
Internal Audit (Certification
system2)Praclice Lraining3)

Yoshitaka Taniwaki
Internal Audi(Practice
traming4)(Quality Assuranccl)

Yoko Suzuki
Training Coordimation/Inicmal
Audit(Practice training5)

Kenji Sawami
Projoct Tcam Leader/lntemal Audit
{Legal Framework 1}

Motoya Tamino
Internal Audil(Medium-term
Strategy)

Kumi Kodama
Acting team Icader/Internal Audit
(Legal framework3)(Practice
training 1 YMedium-lem strateey 1)
Ai Manabe
Internal Audit(Centification
syslem])}(Praclicc traning2)
/Training Coordination 1

Sandagsuren Narmandakh

Internal Audit (Legal
Framework1/Quality assurancc2)

Reports

2

Phn

Achul

Phn

Actml

Plmn

Actual

Pl

Actual

Pim

Actal

Plmn

Pln

Actal

Year 2016
9 n 1 12

mmmmmProject achivities (Achial) s Project activities {Original Plan)

Project activitles (Lalest Plan)

16

Vear 2017 Pays
4 5 6 7

[N ] 27

163

163

5

0

0

Sub-Tolal Project Activites i Momgolia Plan 607
olal Projec] i Morgol Actal

15

] 2

6

6

, Pl 109

Stb-Total Work in Jupan

Totat

AM/S verS

Annex-4.2

mmscmn  Aclivities by own cost

ACompletion Report

000

543

000

2023

040

000
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Responsible tasks of each expert are as follows;

Name

Kenji Sawami

Motoya Tamino

Kumi Kodama

Sandagsuren

Narmandakh

Ai Manabe

Amane Imada

o)
)

Position
Project Team
Leader/Internal Audit

(Legal Framework1)

Internal Audit
(Medium-term
Strategy 2)

Acting team
leader/Internal Audit
(Legal framework 3)
(Practice training 1)
(Medium-term
strategy 1)

Internal Audit (Legal
framework 2)

(Quality Assurance 2)

Internal Audit
(Certification system
1) (Practice Training)
/ Training

Coordination 1

Internal Audit

(Certification system

2) (Practice training 3)

Job Description

<Lead the project >
Promote, coordinate and lead the project
Coordinate with CP management
Discuss, coordinate and conduct survey with relevant
organizations
Lead in holding JCC
Prepare monitoring sheet and completion report
Report and discuss with JICA
Conduct survey and gather information needed
Plan and conduct practice training
Report the result

<Output5>
Conduct survey and gather information needed
Report the result

<Acting team Jeader + Outputl, Output3 and Output5 >
Promote, coordinate and lead the project
Conduct survey and gather information needed
Plan and conduct practice training
Report the result

<Qutputland Qutoutd >
Promote, coordinate and lead the project
Conduct survey and gather information needed
Plan and conduct practice training
Report the result

<Output2and Output3 >
Conduct survey and gather information needed
Plan and conduct practice training
Report the result

<Training Coordination >

Assist in promoting, coordinating and leading the
project
Assist in discussing, coordinating and conducting
survey with relative organizations
Assist in holding JCC
Coordinate plan of trainings and assist conducting
Assist whole general operation of the project
Manage project office and attendance of local staffs
Assist in advertisement of this project
Make reporting documents
Manage the activity fund

<Qutput 2 and Output3 >
Conduct survey and gather information needed
Plan and conduct practice training
Report the result

17



Yoshitaka

Taniwaki

Yoko Suzuki

Annex-4.2

Internal Audit <Output3 and Output 4 >
. o Promote, coordinate and lead the project
(Practice training 4) Conduct survey and gather information needed
(Quality Assurance 1) Plan and conduct practice training
Report the result
Training Coordination ~ <Output 3 > ] )
] Conduct survey and gather information needed
2 / Internal Audit Plan and conduct practice training
(Practice training 5) Report the result

<Training Coordination >

Assist in promoting, coordinating and leading the
project

Assist in discussing, coordinating and conducting
survey with relative organizations

Assist in holding JCC

Coordinate plan of trainings and assist conducting
Assist whole general operation of the project
Manage project office and attendance of local staffs
Assist in advertisement of this project

Make reporting documents
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MINUTES OF MEETING
ON
THE SEVENTH JOINT COORDINATION COMMITTEE
ON
CAPACITY DEVELOPMENT PROJECT FOR INTERNAL AUDIT PHASE 2
IN MONGOLIA

Japan International Cooperation Agency (hereinafter referred to as "JICA") and
Financial Control and Risk Management Department (hereinafter referred to as “FC-RM
Dept.”) of Ministry of Finance of the Government of Mongolia (hereinafter referred to as
"MOF") held the Joint Coordination Committee (hereinafter referred to as "JCC")
Meeting within as stipulated in the framework of the Record of Discussions (hereinafter
referred to as "R/D") for " Capacity Development Project for Internal Audit Phase 2"

(hereinafter referred to as "the Project™).

As aresult of the discussions, JICA and FC-RM Dept. made this Minutes of Meeting
in order to confirm the mutual understanding and the matters agreed in the discussions
attached hereto.

Ulaanbaatar, June 12th, 2017

rd 15 £

7#}/ Mr. Mutsumi Sato Mr. Nyamaa Buyantogtokh
Chief Representative State Secretary, Ministry of Finance of
Mongolia Office Mongolia

Japan International

\

Mr. Kenji Mr. Dorjsembed
Chief, JICA Expert Team Director, Development Financing
Department, Ministry of Finance of

Mongolia



The Environment of Internal Audit in Mongolia
MOF (hereinafter referred to as “Counterparts”) and JICA confirmed the current
situation of Mongolia with respect to internal auditing and activities since the JCC
on 8" December, 2016.

I. 'The review of the third year activities
Counterparts reviewed the third year activities and the JCC members agreed with the
achievement. (Annex 1) The outputs achieved are the followings;
1. Output 1
(The solution of establishing a more solid legal foundation of internal audit is
identified.)

1. Supported activities relating with submission of the “Internal Audit Bill
for Public Sector” to the Parliament Fall Session in 2017, which have newly
added as Activity 1-7 in the Project Design Matrix (hereinafter referred to as
“PDM™).

i1 Supported Counterparts to organize two opinion exchange meetings and
conducting Needs and Impact Survey, which are mandatory under the
Legislation Law (enforcement from 1st January, 2017) of Mongolia during
the submission of Draft Bill to the Parliament. (Report on Needs and Impact
Survey, including list of opinions from opinion exchange meeting has
submitted to the Counterparts in December, 2016.)

1ii. Supported Counterparts conducting activities to promote understanding
on internal audit for newly assigned State Secretaries and Directors of
Internal Audit Departments of Ministries and local governments. Activity to
promote understanding for newly assigned Ministers has not been
implemented due to postponement of submission of Internal Audit Draft Bill
to the Parliament by Counterparts. Counterparts will implement the activity
before submitting the Draft Bill.

2. Output 2
(Qualified internal auditor certification system is introduced.)

1. Assisted Counterparts in conducting two IAPPS trainings and trial tests,
which are planned in fall 2016 and spring 2017, of which the fall training was
held using the developed training materials based on the knowledge shared
by the Institute of Internal Auditors (hereinafter referred to as “IIA™).

d A



Counterparts conducted the spring training and trial tests by themselves.

1 Assisted Counterparts in organizing two IAPI trainings for high score
candidates from the IAPPS trainings and trial tests.

111. Assisted Counterparts in drafting Training Framework and submitted to
Counterparts. The draft will be revised by themselves after approval of the
Internal Audit Bill at the Parliament Please refer to “II. Postponed Activities”
for the background. (Annex 6)

3. Output 3
(Internal auditors' capacity of practicing internal audit is further strengthened.)

i. JICA Expert Team together with Counterparts revised the preliminary
version of Internal Audit Manual including Model Working Papers, which was
prepared through practical trainings implemented as On-the-Job Training
(hereinafter referred to as “OJT”). Final draft of Internal Audit Manual
submitted to Counterparts by JICA Expert Team. Please refer to “II. Postponed
Activities” for the background. (Annex 4)

il. Internal Audit Practical Trainings to the priority Ministries and other
government organizations were held using the preliminary Internal Audit
Manual. 5 practical trainings were held to the priority Ministries and other
Government organizations such as Ministry of Legislation and Internal Affairs
and Law Enforcement University.

iii. Supported conducting regional trainings, using preliminary Internal Audit
Manual for local government internal auditors, which were held in Central
region, West region and 3 aimags in November 2016, December 2016 and
April 2017, respectively.

iv. JICA Expert Team implemented 61 OJTs to the priority Ministries, other
Ministries and Government organizations on demand on a continuing basis

from the previous year activities.

4. Output 4
(Internal Audit Quality Assurance system is introduced)

1. Trial quality assurance was done in three local provinces such as Orkhon,
Khovd and Dornod, selected by Counterparts, using Quality Assurance Manual,
which includes Checklist (hereinafter referred to as “Quality Assurance
Manual”) drafted by JICA Expert Team.

1. Counterparts finalized the Quality Assurance Manual, based on IIA standards,

2
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which is taken into account with practical manner in the Mongolian
Government, through the above mentioned Quality Assurance activities.

111 Internal Audit Quality Assurance Framework was drafted and submitted to
Counterparts. The draft will be revised by themselves after approval of the
Internal Audit Bill at the Parliament. Please refer to “II. Postponed Activities”
for the background. (Annex 5)

v Training for quality assurance activity was conducted for Counterparts before
trial quality assurance in Dornod, which was implemented with purpose to
finalize the Quality Assurance Manual, drafted by JICA Expert Team and
submitted to Counterparts.

5. Output 5
(Medium-term strategic plan is developed)
This output was newly added in the third year project activity for assisting
Counterparts in formulation of the Internal Audit Medium-term Strategic Plan
(2017-2020). First draft was prepared and submitted November 2016 by JICA
Expert Team to Counterparts for reference. The activity was postponed in
relation to the submission of the Internal Audit Bill to the Parliament. Please

refer to “II. Postponed Activities” for the background. (Annex 7)

6. Other activities
JICA Expert Team has assisted to prepare Indicators for Internal Audit Capacity
Model (hereinafter referred to as “IA-CM") self-assessment. Regarding IA-CM
results (Internal audit capacity level and reason). Counterparts conducted self-
assessment and concluded on June 8, 2017, which shows reaching level 3.

Please refer to Annex 8.

II. Postponed activities
1. The following activities have postponed in relation to the submission of the
Internal Audit Bill to the Parliament and its final approval:
1. Counterparts will complete the final version of the Training Framework for
internal auditors of public sector, which was drafted and submitted by JICA
Expert Team, obtain an approval of Counterparts’ audit committee for the final
version of the Training Framework and enforce the approved Training
Framework in order to develop capacity of the internal auditors of the

government organizations in Mongolia.
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1 Counterparts will review and finalize the Internal Audit Manual, including

Model Working Papers revised and submitted by JICA Expert Team for

bookbinding. JICA Expert Team is aware the necessity to complete the

following matters in order to finalize the Internal Audit Manual.

a. Obtain an approval of Counterparts’ audit committee

b. Bookbinding with JICA logo

c. Replace current working paper templates attached in internal audit
manual by World Bank project with templates in the approved internal
audit manual of JICA

d. Upload the internal audit manual and replace working paper templates
on the MOF’s web site after approval of the audit committee for easy
access to internal auditors in the public sector of Mongolia.

1. Counterparts will complete the final version of the Quality Assurance

Framework, which was drafted and submitted by JICA Expert Team, obtain

an approval of Counterparts’ audit committee for the final version of the

Quality Assurance Framework and enforce the approved Quality Assurance

Framework.

v Counterparts will formulate Internal Audit Medium-term Strategic Plan.
First Draft was submitted by JICA Expert Team in November 2016. JICA

Expert Team is aware the necessity to complete the following matters in order

to finalize Medium-term Strategic Plan.

a.
b.

C.

Obtain an approval of the appropriate authorities
Explain the plan to related organizations and internal auditors
Disclose the Internal Audit Medium-term Strategic Plan on MOF’s web

site or other equivalent media for easy access by stakeholders.

2 Counterparts will obtain an approval of Counterparts’ audit committee for the

final version of the Quality Assurance Manual and bind it with JICA logo.

III. Main Points Discussed

1.

e

Counterparts explained the reason and further action plan about the postponed

activities mentioned above (Please refer to “II. Postponed Activities”) and promised

to fully implement the plan. JICA Expert Team noticed the importance to complete

the activities for further development of internal audit system in Mongolia.

<Expected completion date for the postponed activities>

4



The word “Finalize” in the following list means that all the individual items mentioned

in “II. Postponed Activities” are to be fully completed.

Submit the Internal Audit Bill to the Parliament ; October 2017
Finalize the Training Framework ; December 2017
Finalize the Internal Audit Manual ; January 2018
Finalize the Quality Assurance Framework ; November 2017
Finalize the Quality Assurance Manual ;June 2017

Finalize the Internal Audit Medium-term Strategic Plan  ; December 2017

Counterparts promised to submit all deliverables with an official letter written that the

postponed activities have been completed to JICA Mongolia.

2. JICA Expert Team assisted to develop the Concept Paper and the Bill of Internal
Audit Law in the Public Sector, based on International Standard agreed and submitted
at JCC in April 2016

<Assistance conducted in legislative framework throughout the Project>

Adopting 1IA and international standard based internal audit was agreed between
JICA Expert Team and Counterparts at JCC in April 2016. With this agreement, the
Concept Paper and the Bill developed through the project were assisted by JICA
Expert Team to develop based on international standard. These Concept Paper and
Bill were submitted by JICA Expert Team and also agreed with Counterparts at JCC
in April 2016. For this background the agreed Concept Paper and the Bill were
considered the situation of Mongolia as well as to be consistent with international
standard.

It is obvious that the Law will assume significant roles to establish an internal audit
fundament and further development of internal audit system in Mongolia. Moreover,
the enforcement of Internal Audit Law is essential for Counterparts who are
responsible to supervise internal audit in the Public Sector in Mongolia to establish
institutional base as well as the basis of conducting internal audit practice.
Legislative framework taken in the IIA and international standard concept will
definitely produce an effect to rationalize risk-based internal audit practice by adding
value to the government in Mongolia and by supporting effective governance
contributing to better improvement on operation and services.

Unfortunately the submission of the Bill to the Parliament did not come true by the
end of the Project term, JICA Experts Team strongly expect that Counterparts will
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succeed in the bill to be deliberated and approved as assisted as mentioned above by

the Project.

3. Counterparts requested to implement next phase of the Project for enforcement of the
Internal Audit Law after its approval and preparation for related legal acts necessary
for implementation of the Internal Audit Law. They promised to complete all the
postponed activities as mentioned in III.1 prior to next phase and to understand the
nature of technical assistance project to implement the project effectively. After its
approval of the Internal Audit Law, Counterparts strongly expect JICA to launch the
CAPACITY DEVELOPMENT PROJECT FOR INTERNAL AUDIT PHASE 3 in
Mongolia.

4. Based on the list of equipment attached to the Certificate of Handover, JICA Expert
Team has transferred its ownership to Counterparts, and the Counterparts have

confirmed the contents and agreed. (Annex 3)

Annex:
Annex 1: Project Design Matrix ver.2.1
Annex 2: Plan of Operation
Annex 3: Certificate of Handover
Annex 4: Internal Audit Practical Manual (Draft)
Annex 5: Internal Audit Quality Assurance Framework (Draft)
Annex 6: Internal Audit Training Framework (Draft)
Annex-7 2017-2020 Medium-term Strategic Plan (For Reference only)
Annex-8 The result of TA-CM self-assessment
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