




























EXTERNAL FINANCIAL AUDITOR TERMS OF REFERENCE 
 

AUDITED PROJECT FINANCIAL STATEMENTS (APFS) 
STATEMENT OF AUDIT NEEDS 

I. INTRODUCTION 
 

1. The Ministry of Transport and Communications of the Kyrgyz Republic (MOTC KR) is the Executing Agency 
(EA) of the project "Issyk-Kul Ring Road Improvement Project (Barskoon–Karakol Section)" The Project 
Implementation Unit (PIU) under the Ministry of Transport and Communications of the Kyrgyz Republic is 
responsible for the day-to-day management and coordination of project activities, as well as the allocation 
of funds and management on behalf of the Executing Agency. The PIU Head leads the PIU and reports to 
the EA management.  

 
2. The Kyrgyz Republic received a grant (Grant Agreement No. 0965-KGZ (SF)) and a loan (Loan Agreement 

No. 4485-KGZ (COL)) from the Asian Development Bank (ADB) to finance the project “Issyk-Kul Ring 
Road Improvement Project (Barskoon–Karakol Section”, which will be implemented in 2024-2033 and 
intends to use a portion of these funds for a consulting service to audit the project accounts. The total 
cost of the Project is equivalent to 137.0 million US dollars. The Asian Development Bank (ADB) 
provided a grant equivalent to US$22.5 million and a loan equivalent to US$87.0 million. The Cabinet of 
Ministers of the Kyrgyz Republic provided US$27.54 million in tax exemptions 

 
3. The project will reconstruct the 72.5 kilometers (km) of the national road around the Issyk-Kul 

Lake in the Issyk-Kul Oblast which adjoins to the Central Asia Regional Economic Cooperation 
(CAREC) Corridor 1. The project will upgrade the existing category III of the road from Barskoon 
to Karakol into category II.  The improved road will consist of four lanes each of 3.5 meters (m) 
in width. The total width of the road that will be asphalted is 17.6 m, including a 2.6 m median 
and 0.5 m buffer on both sides. The design for non-settlement areas includes 2.5 m shoulders 
on each side and incorporates irrigation channels in some cases. The design for settlement 
areas includes sidewalks and drainage canal though in some cases these will be only on one 
side. The road is designed for a maximum speed of 120.0 kilometers per hour but limit to 60.0 
kilometers per hour in the settlement areas. The project will also support the Ministry of 
Transport and Communications (MOTC) in enhancing road asset management, road safety 
engineering, and transitioning to green transport. The project derives synergies with earlier 
assistance and adopts a cross-sectoral approach to integrated development in the Issyk-Kul 
Lake area, with an integration of gender perspective. 
 

4. The project is aligned with the following impact: competitiveness of the Kyrgyz Republic 
increased.1 The expected project outcome is efficiency and safer movement of people and goods 
on the Issyk-Kul Ring Road improved. The project has the following two outputs. 
 

5. Output 1. Climate-resilient Barskoon–Karakol road reconstructed. This output will  
(i) widen the two-lane carriageway to four lanes to meet the increase in traffic demands; (ii) 
provide with rest areas including vehicles charging stations, bus stops, streetlights, and walkways; 
(iii) enable safer access to all pedestrians; and (iv) provide business accelerator program for 
women to strengthen their business capacity to scale up, with a specific focus on the tourism and 
agriculture sectors. 
 

6. Output 2. Institutional capacity in road asset management, road safety, and 
decarbonization strengthened. This output will include the following sub-outputs: (i) Road Asset 
Management System institutionalized (RAMS) Phase III, (ii) Road Safety Improvement (RSI) 

 
1  Government of Kyrgyz Republic. 2018. National Development Strategy of the Kyrgyz Republic for 2018–2040. 



Phase II, and (iii) decarbonization of the road subsector. Under this output, the project will prepare 
a gender policy for the transport sector to be approved by MOTC.2 
 

7. Road Asset Management System institutionalized Phase III: Road asset management 
system institutionalized. The sub-output scope has been formulated in consideration of 
worldwide experience and lessons learned together with the assessment of current RAMS 
practices of MOTC and expected outcome of ongoing RAMS Phase II project under the ongoing 
Loan 3730/G2106: CAREC Corridor 1 and 3 Connector Road Project-Additional Financing. Level 
of engagement especially at management level in capacity building and development of multi-
year plan was negatively affected by the coronavirus disease (COVID-19) pandemic during 
RAMS Phase I implementation under the ongoing Loan 3432/G0496: CAREC Corridor 1 and 3 
Connector Road Project. As a result, Consultant’s efforts were not sufficient for enabling MOTC 
to replicate annual planning and prioritization based on the RAMS tools. Thus, the project will 
develop Road Asset Management Policy and Action Plan with an objective to facilitate 
management level engagement and to establish a mechanism for systematic resource allocation 
for RAMS-related activities. The project will help MOTC in (i) preparing a 5-year maintenance 
rolling program annually for the period of 2027-2031, (ii) optimizing road asset management 
functions at policy, administrative, and operational level, (iii) providing critical equipment for 
RAMS operation and improved traffic data collection and (iv) providing trainings and internships, 
including women, in managing road asset by providing continuous support to the Kyrgyz State 
University of Construction, Transport and Architecture. The project will coordinate its activities 
with the Road User Charges Study being undertaken under KSTA 6765: Improving Infrastructure 
Sustainability through Better Asset Management.  
 

8. Road Safety Improvement  Phase II: Road safety  improved. RSI Phase II scope has been 
formulated considering worldwide experience and expected outcome of the ongoing RSI Phase 
I. RSI Phase II aims to institutionalize the road safety audit in MOTC. The scope includes (i) safety 
assessment on selected international and national roads to identify low-cost safety 
countermeasures, (ii) support the pilot demonstration of the safety measures recommended by 
the safety audit made on the detailed design of the project road from Barskoon to Karakol, and 
(iii) provide trainings and internships including for women in road safety engineering. The project 
is expected to coordinate with the study of contemporary design standards for safety, 
accessibility, and sustainability being financed by the UN Road Safety Trust Fund which aims to 
improve road design standard in relation to road safety.3  
 

9. MOTC will pilot selected road safety auditor’s recommendations once the Design Exceptional 
Procedure being prepared under the ongoing Loan 3730/G2106: CAREC Corridor 1 and 3 
Connector Road Project-Additional Financing is approved by the government.  
 

10. Decarbonization of the road subsector. The project will support MOTC to finalize a road 
subsector climate strategy and action plan for sustainable road transport and define key solutions 
towards greenhouse gas reduction and climate resilience. This will (i) ensure that future 
investments in the sector are aligned with the goals outlined in the Paris Agreement, (ii) guide the 
updating of the NDC related to the transport sector, and (iii) contribute to the transition towards a 
green economy.  
 
 

II. MANAGEMENT RESPONSIBILITY FOR PREPARING PROJECT FINANCIAL STATEMENTS 
 

 
2  The Gender policy will include provisions for women’s increased participation, professional development in transport 
sector technical jobs.  The policy will also include opportunities for workplace learning and hands-on experience for female 
students in technical areas in the transport sector through the internship program. 
3  2023. UN Road Safety Trust Fund. Contemporary design standards for safety, accessibility, and sustainability.  This project 
aims to (i) improve design standards that align with the Global Road Safety Performance Targets and international good 
practice, (ii) provide training in road safety engineering and implementing the updated design standards, and (iii) gain 
participating country approval to improved design standards. 



11. Management is responsible for preparing and fairly presenting the project financial statements, 
and for maintaining sufficient internal controls to ensure that the financial statements are free from 
material misstatement, whether due to fraud or error. In addition, management is responsible for 
ensuring that funds were used only for the purpose(s) of the project, for compliance with financial 
covenants (where applicable), and for ensuring that effective internal controls, including over the 
procurement process, are maintained. In this regard, management must: 
(i) Prepare and sign the Project Financial Statements. 
(ii) Cause the Project Financial Statements to be Audited by an independent external auditor. 
(iii) Prepare and sign a Statement of Compliance. 

 
12. Management must include the following in the Statement of Compliance: 

(i) That project financial statements are free from material misstatements including 
omissions and errors, and are fairly presented;  

(ii) That the borrower or executing agency has utilized the proceeds of the loan and grant 
only for the purpose(s) of the project; 

(iii) That the borrower or executing agency was in compliance with the financial covenants of 
the legal agreement(s) (where applicable); 

(iv) That the advance fund procedure, where applicable, has been operated in accordance 
with the Asian Development Bank’s (ADB) Loan Disbursement Handbook; 

(v) That adequate supporting documentation has been maintained to authenticate claims 
stated on the statement of expenditures (SOE), where applicable, for reimbursement of 
eligible expenditures incurred and liquidation of advances provided to the advance 
account; and 

(vi) That effective internal control, including over the procurement process, was maintained. 
 

III. OBJECTIVES 
 

13. The objectives of the audit of the project financial statements is to enable the auditor to (i) express 
an independent and objective opinion as to whether the project financial statements present fairly, 
in all material respects, or give a true and fair view of the project’s financial position, its financial 
performance and cash flows, and (ii) provide a reasonable assurance opinion over certain specific 
representations made in the Statement of Compliance.  
 

IV. AUDITING STANDARDS 
 

14. The audit is required to be conducted in accordance with International Standards on Auditing 
(ISA). These standards require that the auditor comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the project financial statements 
are free from material misstatement. An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the project financial statements. The procedures 
selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the project financial statements whether due to fraud or error. In making those 
risk assessments, the auditor considers the internal control relevant to the entity’s preparation 
and fair presentation of the project financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the project financial statements. 

 
15. The standards to be applied will be documented in the project/loan/grant documents, and will 

include standards promulgated by the International Auditing and Assurance Standards Board 
(IAASB): (i) ISA, and (ii) International Standards on Assurance Engagements (ISAE). 

 
16. In complying with ISA, the auditor will pay particular attention to the following standards: 

• ISA 800 – Special Considerations – Audits of Financial Statements Prepared in Accordance 
with Special Purpose Frameworks. 



• ISA 240 – The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial 
Statements. 

• ISA 250 – Consideration of Laws and Regulations in an Audit of Financial Statements. 
• ISA 260 – Communication With Those Charged with Governance. 
• ISA 265 – Communicating Deficiencies in Internal Control To Those Charged with 

Governance and Management. 
• ISA 330 – The Auditor’s Responses to Assessed Risks. 

 

V. PROJECT FINANCIAL REPORTING FRAMEWORK 
 

17. The auditor will verify that the project financial statements have been prepared in accordance 
with International Public Sector Accounting Standards (IPSAS) promulgated by the IPSAS Board. 
MOTC/PIU are responsible for preparing the project financial statements, not the auditor.  
 

VI. AUDIT DELIVERABLES 
 
A. Audited Project Financial Statements  
 

18. An auditor’s opinion providing reasonable assurance over the project financial statements, and 
project financial statements comprising the following: 

 
Table 1: Content of the Project Financial Statements 

For Cash-Based Financial Statements 
A statement of cash receipts and payments 
A statement of budgeted versus actual expenditures 
A statement of advance accounts (where applicable) 
A summary statement of expenditures (where applicable) 
Significant accounting policies and explanatory notes 
Any additional schedules agreed (e.g., a summary of assets) 

 
B. Reasonable Assurance Opinion over the Use of Loan and Grant Proceeds and Compliance 

with Financial Covenants 
 

19. The auditor will provide a reasonable assurance opinion following ISAE 3000 “Assurance 
Engagements other than Audits or Reviews of Historical Financial Information” for the following 
confirmations provided by Management in the Statement of Compliance: 
(i) That the proceeds of the loan and grant were used only for the purpose(s) of the project; 

and 
(ii) That the borrower or executing agency was in compliance with the financial covenants of 

the legal agreement(s), where applicable.  
 

20. The auditor will outline the degree of compliance for each of the financial covenants in the loan 
and grant agreements. 

 
C. Management Letter 
 

21. The auditor will provide a management letter containing, at a minimum, the following: 
 

(i) Any weaknesses in the accounting and internal control systems that were identified during 
the audit, including any irregularity in the use of the advance fund and statement of 
expenditures (SOE) procedures (where applicable); 

(ii) Any identified internal control weaknesses related to the procurement process such as, 
over the bidding, evaluation and contract management domains; 

(iii) Recommendations to rectify identified weaknesses; 
(iv) Management’s comments on the audit recommendations along with the timeframe for 

implementation; 



(v) The status of significant matters raised in previous management letters;  
(vi) Any other matters that the auditor considers should be brought to the attention of the 

project’s management; and 
(i)  
(vii) Details of any ineligible expenditure4 identified during the audit. Expenditure is considered 

ineligible if it refers to (i) expenditures incurred for purposes other than the ones intended 
under the legal agreement(s); (ii) expenditures not allowed under the terms of the loan 
and grant agreements; and (iii) expenditures incurred in violation of applicable 
government regulations. 

D. Specific Considerations 
 

22. The auditor will, during the course of the audit, pay particular attention to the following: 
(i) The use of external funds in accordance with the relevant loan and grant agreements; 
(ii) The provision of counterpart funds in accordance with the relevant agreements and their 

use only for the purposes intended; 
(iii) The maintenance of proper books and records; 
(iv) The existence of project fixed assets and internal controls related thereto; 
(v) Where the audit report has been issued under ISA 800, it shall include the mandatory 

Emphasis of Matter paragraph alerting users of the audit report that the project financial 
statements are prepared in accordance with a special purpose framework and that, as a 
result, the project financial statements may not be suitable for another purpose. The 
auditor shall include this paragraph under an appropriate heading; 

(vi) Where reasonable assurance has been provided using ISAE 3000, the assurance report 
must contain, among others: 
- A statement that the engagement was performed in accordance with ISAE 3000; 
- Subject matter; 
- Criteria for measurement; 
- A summary of the work performed; and 
- The auditor’s conclusion. 

(vii) On the advance fund procedure (where applicable), audit procedures are planned and 
performed to ensure (a) the advance account (and any sub-accounts) has been managed 
in accordance with ADB’s Loan Disbursement Handbook, (b) the cash balance of the 
advance account (and any sub-accounts) is supported by evidence, (c) the expenditures 
paid from the advance account (and any sub-accounts) comply with the approved project 
purpose and cost categories stipulated in the loan and grant agreements, and (d) the 
amount of expenditures paid from the advance account (and any sub-accounts) comply 
with disbursement percentages stipulated in the loan and grant agreements; 

(viii) Adequate supporting documentation has been maintained to authenticate claims stated 
in the SOE for reimbursement of eligible expenditures incurred and liquidation of advances 
provided to the advance account (where applicable); 

(ix) On the SOE procedure (where applicable), audit procedures are planned and performed 
to ensure that (a) the SOEs have been prepared in accordance with ADB’s Loan 
Disbursement Handbook, (b) the individual payments for expenditures stated in the SOE 
are supported by evidence, (c) the expenditures stated in the SOEs comply with the 
approved project purpose and cost categories stipulated in loan and grant agreements, 
and (d) the amount of expenditures stated in the SOEs comply with disbursement 
percentages stipulated in the loan and grant agreements; and 

(x) Any weaknesses in internal controls over the procurement process.  
  

23. All reports must be presented in the English language within 6 months following the end of the 
fiscal year. 

 
24. Public disclosure of the project financial statements, including the auditor’s opinion on the audited 

project financial statements, will be guided by ADB’s ADB’s Access to Information Policy (2018). 

 
4  If the auditor reports any ineligible expenditure in the management letter, the details of the findings should include the 
funding source to which the observation relates. 



After review, ADB will disclose the audited project financial statements and the opinion of the 
auditor on the audited project financial statements no later than 14 calendar days of ADB’s 
confirmation of their acceptability by posting them on ADB’s website. The management letter and 
the additional auditor’s opinions will not be disclosed. 

 

 
VII. OTHER MATTERS 

 
A. Statement of Access 
 

25. The auditor will have full and complete access, at all reasonable times, to all records and 
documents including books of account, legal agreement(s), bank records, invoices and any other 
information associated with the project and deemed necessary by the auditor.  

 
26. The auditor will be provided with full cooperation by all employees of MOTC/PIU, whose activities 

involve, or may be reflected in, the annual project financial statements. The auditor will be assured 
rights of access to banks and depositories, consultants, contractors and other persons or firms 
hired by the employer. 

B. Independence 
 

27. The auditor will be impartial and independent from any aspects of management or financial 
interest in the entity or project under audit. In particular, the auditor should be independent of the 
control of the entity. The auditor should not, during the period covered by the audit, be employed 
by, or serve as director for, or have any financial or close business relationship with the entity. 
The auditor should not have any close personal relationships with any senior participant in the 
management of the entity. The auditor must disclose any issues or relationships that might 
compromise their independence. 

C. Auditor Experience  
 

28. The auditor must be authorized to practice in the country and be capable of applying the agreed 
auditing standards. The auditor should have adequate staff, with appropriate professional 
qualifications and suitable experience, including experience in auditing the accounts of projects 
or entities comparable in nature, size and complexity to the project or entity whose audit they are 
to undertake. To this end, the auditor is required to provide curriculum vitae (CV) of the personnel 
who will provide the opinions and reports, together with the CVs of managers, supervisors and 
key personnel likely to be involved in the audit work. These CVs should include details of audits 
carried out by these staff, including ongoing assignments. 

  



Qualification and Experience of Auditors 
 
1. Auditors preferred to meet the following criteria;  

a. be objective and independent from the control of the Ministry of transport and communications 
the Kyrgyz Republic (MOTC KR) or the project subject to verification (PIU), as well as from the 
individual or legal entity that appointed them. Auditors should not work or act as directors during 
the period covered by the audit or have any financial or close business relationship with the 
Ministry of transport and communications the Kyrgyz Republic (including the PIU). The auditors 
should not have any close personal relationship with any senior member in the leadership of the 
Ministry of transport and communications the Kyrgyz Republic (including the PIU). Auditors should 
disclose any matter or relationship that might compromise their independence. 

b. private sector auditors preferred to be members of a professional organizations of accountants 
affiliated with the International Federation of Accountants (IFAC); 

c. meet the requirements of ISA; 
d. have a good reputation and authority; 
e. be able to demonstrate experience in the field of auditing the financial statements of projects 

and organizations comparable in type, nature, and complexity; 
f. be able to propose and engage personnel who have the capabilities necessary to complete the 

audit in an appropriate and timely manner; and 
g. be authorized to practice in the country and be able to apply agreed auditing standards. 

 

2. The CVs to be submitted to the Ministry of transport and communications the Kyrgyz Republic by the 
Associate of the audit firm, who is responsible for signing the opinion, along with the CVs of the managers, 
supervisors, and key personnel proposed as part of the audit team. The summary should include information 
on audits conducted by the personnel involved, including current assignments. 
 

3. The audit team performing this task should consist of Audit partner, Audit manager, Auditor, as 
well as experts in specific areas, if there are those (engineer, foreman, etc.). 

 

4. Qualification requirements and work experience: 
 

Position Key experts Qualification Responsibilities   
Audit partner National   - higher education in accounting or 

related field,  
- certificate of professional 
competence as a certified accountant 
or certified auditor,  
- acting as senior and management 
personnel in the audit, having 10 
years or more of professional 
experience in the field of auditing (in 
ADB financed projects will be an 
advantage).  
- Excellent knowledge of English and 
knowledge of Russian. 
 

- Responsible for conducting 
the audit  
- Overall management;  
- Issuance of audit report 

Audit manager National   - higher education in accounting or 
related field,  
- certificate of professional 
competence as a certified accountant 
or certified auditor,  

- Overall management of the 
assignment 
- Audit planning 
- Leading the audit team 
- Performing pre-audit 
procedures 



- performing the duties of 
management personnel in the audit, 
having 5 years or more of 
professional experience in the field 
of auditing (in ADB financed 
projects will be an advantage). 
- Excellent knowledge of English and 
knowledge of Russian. 
 

- Approval of audit programs 
- Review of internal controls 
- Review draft audit reports 
and management letters 
- Review final audit reports 
and final management letters 

Auditor National   - Higher education in 
finance/economics or related field; 
- 3 years of experience as an auditor 
in an audit company 
- Excellent knowledge of English and 
knowledge of Russian. 
 

-Implementation of pre-audit 
procedures. 
-Statistical sampling. 
-Review of the internal 
control system. 
-Audit of Financial 
Statements in Accordance 
with ISAs and ADB 
Guidelines. 
-Review of compliance with 
accounting principles. 
-Preparation of audit report 
and management letter 
-Verification of tax 
compliance; 
-Verification of tax return 
filing and related payments; 

 

 
5. Expected results/payment schedule 
 

Description Deadlines  Payment in 
percentage terms 

Audit report(s): Letter to 
management and auditor's 
report  

by May 31, 2026, for fiscal year 2025   

Audit report(s): Letter to 
management and auditor's 
report  

by May 31, 2027, for fiscal year 2026   

Audit report(s): Letter to 
management and auditor's 
report  

by May 31, 2028, for fiscal year 2027   

 
6. Customer contribution and counterparty employees. The MOTC KR will assist the auditor in conducting 
the audit and provide a workplace (tables) in the office of the Project Implementation Units and all the necessary 
documents. 
 

29.  
 


	Ext_Fina_Audit_TOR form PAM_16122025+.pdf
	EXTERNAL FINANCIAL AUDITOR TERMS OF REFERENCE
	I. Introduction
	II. Management Responsibility for PreparING Project Financial Statements
	III. Objectives
	IV. Auditing Standards
	V. Project Financial Reporting Framework
	VI. AUDIT DELIVERABLES
	A. Audited Project Financial Statements
	B. Reasonable Assurance Opinion over the Use of Loan and Grant Proceeds and Compliance with Financial Covenants
	C. Management Letter
	D. Specific Considerations

	VII. OTHER MATTERS
	A. Statement of Access
	B. Independence
	C. Auditor Experience

	Qualification and Experience of Auditors


