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Summary:
With the continued economic growth of East Asian and Pacific (EAP) developing countries, public concern has
increased about the appropriateness of and transparency around public expenditures. Recent corporate
collapses and increased corruption cases focused attention once again on auditors’ roles and performance,
since government auditing plays a vital part in safeguarding public assets. Compared with others in EAP,
Mongolia’s and the Lao People’s Democratic Republic’s (Lao PDR) government auditors or Supreme Audit
Institutions (SAIs) are weak. Therefore, the governments of Mongolia and Lao PDR wanted to strengthen their
SAIs to enhance transparency and accountability over public resources. Meanwhile, China’s National Audit
Office (CNAO) had made significant progress in improving its audit methodology, practices, and organization,
and it had become a model of good practice in EAP. Using funding provided by the South-South Experience
Exchange Facility, CNAO experts traveled to Mongolia and Lao PDR to teach their SAI counterparts how to
improve budget expenditure audits, quality assurance, and banking sector evaluations.
The training allowed Mongolian and Lao auditors to actively discuss, compare, and contrast their experiences
and challenges with those of CNAO. The participants learned about CNAO’s approaches to auditing budget
expenditure, internationally financed projects, the banking sector, and its approach to quality assurance. The
exchange raised their awareness and improved their knowledge and skills about audit tools and techniques for
designing and implementing more effective financial audits. In a survey following the workshops, the participants
indicated that the training objectives were met and that the exchange had equipped them with information and
knowledge to conduct better audits. The training participants particularly appreciated the detailed examples and
case studies discussed during the training and expressed interest in continuing to learn about conducting quality
audits. Based on the workshops and interactions with their CNAO peers, the SAIs of Mongolia and Lao PDR
planned to modify and tailor their audit approaches and methodology to their local situations.

Strategic Context:
Capacity Building Goals:
Effectiveness of Organizational Arrangements
Efficiency of Policy Instruments
Strength of Stakeholder Ownership
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Mongolia has successfully implemented first-generation Public Financial Management (PFM) reforms, including
establishment of a consistent legal framework and effective systems for budget execution, monitoring, and
reporting. In an environment in which public revenues from mining will increase exponentially over the next few
years, a stronger sense of transparency and accountability at the national, local, and corporate levels will be
required for transforming nonrenewable mineral resources into renewable assets. These reforms will become all
the more important as the volume of mining revenue increases. The World Bank supports efforts to enhance
capacity in key government agencies—at both the central and local levels—to manage mining revenues, more fully
integrate budget management, and improve expenditure management and efficiency. The Bank and the
Mongolian government are also working together to make government financial information publicly available to
enable citizens to track the effectiveness of public institutions. Meanwhile, the State Audit Organization (SAO) of
Lao People’s Democratic Republic (Lao PDR) prepared a 10-year Capacity Development Action Plan. The SAO
specifically requested that the World Bank investigate whether any other Supreme Audit Institutions (SAIs) would
be able to provide assistance in improving their financial auditing.
China’s National Audit Office (CNAO) is a model of good practice in ensuring the safeguarding of public assets
in the East Asia and Pacific region. To improve the capacity of their government auditors, Mongolia and Lao
PDR expressed interest in learning from CNAO’s audit methodology, practices, organization, and the challenges
it had faced and overcome. According to the latest development strategy of the SAIs in the two countries,
improving the audit quality on budget execution was their first priority. Strengthening the capacity of SAIs leads
to improvements in the transparency and accountability of public expenditures. Using funding from the
South-South Experience Exchange Facility, CNAO trainers traveled to Mongolia and Lao PDR and conducted
training workshops on auditing budget expenditure, performance, the banking sector, quality assurance, and
evaluation of projects financed by International Financing Institutions such as the World Bank.

Description:
Exchange Instruments
Communities of Practice
Conferences
Dialogues
Expert Visits
Peer Consultation
Study Tour
Twinning

Prior to the expert visits, Mongolia and Lao PDR assembled a “laundry list” with questions, challenges, and
issues to be addressed during the trainings. Then they reviewed and shortened the list to focus on key priorities
of the two countries’ Supreme Audit Institutions (SAIs) for maximum effect during the workshops. Using this
information, the experts from the China National Audit Office (CNAO) tailored their training to the specific needs
of their Mongolian and Lao partners. They prepared the training materials and translated most of them into the
local Mongolia and Lao PDR languages before the training workshops began.
Following the extensive preparatory stage, CNAO experts visited Lao PDR (July 2012) and Mongolia
(September 2012) to conduct formal trainings. The knowledge recipients heard about China’s “Audit Storm,”
during which the results of the audits—including cases of corruption—were made public. The initiative, started by
CNAO several years before, impressed the world and made CNAO a model of good practice for developing
countries, especially in the anti-corruption area. During the workshop sessions, the Chinese experts discussed
their experience in auditing the banking sector, applying Information and Communication Technology (ICT), audit
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procedures for internationally financed projects, methods for detecting fraud and corruption, and auditing case
studies. Free discussions between the peers followed the lecture-style presentations.

Outcomes:
Intermediate Capacity Outcomes
Enhanced Knowledge and Skills
Enhanced Networks
Improved Consensus and Teamwork
Increased Implementation Know-how
Raised awareness
Strengthened Coalitions

The SAIs of Mongolia and Lao PDR learned about CNAO’s approach to budget expenditures audits, auditing
projects financed by International Financial Institutions (IFIs), performance audits, audit quality assurance, and
banking sector audits. The exchange raised their awareness and improved their knowledge and skills around
the various audit tools and techniques for designing and implementing more effective financial and performance
audits.
The World Bank planned to continue to support the Mongolian National Audit Office (MNAO) and the Supreme
Audit Office (SAO) of Lao PDR through technical assistance projects. Through its relationship with the
International Organization of Supreme Audit Institutions (INTOSAI), the Bank also committed to look for ways to
help improve SAI capacity in the two countries, which will further enhance their professional networks.
Since the knowledge exchange was carried out as a train-the-trainer event, the participating officials are now
disseminating the lessons learned and training others in their respective countries. The training feedback survey
revealed that respondents thought that the training objectives had been met (with some indicating that the
objectives had been fully met). The participants evaluated the content and sequencing of the topics as
appropriate and the delivery as reasonable or exceptional. They also indicated that the training had equipped
them with information and knowledge to conduct better audits. The training participants particularly enjoyed and
appreciated the practical importance of the detailed examples and case studies discussed during the training. In
addition, the majority of the respondents expressed interest in learning more about conducting quality audits
from other similar countries' experiences in order to continuously improve their knowledge and skills.
Following the exchange, the Mongolian and Lao auditors planned to make modifications to their various audit
manuals using the audit manual prepared and utilized by CNAO on auditing projects financed by IFIs. The SAIs
of Mongolia and Lao PDR also planned to develop other audit manuals in key topics. Overall the knowledge
exchange made the Mongolia and Lao PDR’s SAIs more robust and put them on the right path of development.

Long Term Impact:
When organizing exchanges in SAIs, expert visits work best because the knowledge providing
professionals can observe the situation on the ground and tailor their workshops for specific cases.
Providing further funding to continue knowledge exchanges is good practice, as longer engagements
work better than one-off events.
To expand coverage, knowledge exchanges should take the form of train-the-trainer sessions so the
recipients can provide further training to their national or local colleagues.
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Lessons for Effective Knowledge Exchange:
The experts from the China National Audit Office (CNAO) who went on the expert visits to Mongolia and Lao
PDR included Mr. Fan Houheng, Mr. Zhao Yong, Mr. Zhao Yuanbo, and Mr. Wang Zhong.

Knowledge Providers:
The experts from the China National Audit Office (CNAO) who went on the expert visits to Mongolia and Lao
PDR included Mr. Fan Houheng, Mr. Zhao Yong, Mr. Zhao Yuanbo, and Mr. Wang Zhong.

Knowledge Seekers:
Mongolia – Representatives from Foreign Debt Audit and Budget Audit Departments
Lao PDR – Representatives from Foreign Debt Audit Department, Banking Audit Department, Budget Audit
Department, and some other departments. The Director Generals of these three departments also participated
in the workshop.
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