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JAPAN FUND FOR POVERTY REDUCTION (JFPR)

JFPR Grant Proposal

l. Basic Data

Name of Proposed Activity Demonstration Project for Improved Electricity Services
to the Low-Income Communities in Rural Areas

Country Mongolia

Grant Amount Requested $2,400,000

Project Duration 15 months (December 2009-February 2011)

Regional Grant OYes / ® No

Grant Type ©® Project / O Capacity building

ll. Grant Development Objective(s) and Expected Key Performance Indicators

Grant Development Objectives:

The impact of the Project will be improved quality of life in bag centers (smallest administrative unit
generally consisting of 5-20 families living together in a community). The outcome will be extended
electrification in rural areas using the single-wire earth return (SWER) system. The outputs of this
demonstration project will be (i) improved electricity service for public buildings and residential units in
the demonstration project area, (ii) acceptance of the SWER system as a low-cost viable option for
electrification in rural areas by the Ministry of Mineral Resources and Energy (MMRE), and (iii) policy
recommendations for further expansion of rural electrification in Mongolia. The activities consist of (i)
verification of a long and short list of probable bag centers that can be connected to the existing power
grid using the SWER system; (ii) conducting a detailed field survey, including a baseline survey of
socioeconomic aspects; (iii) selection of nine demonstration bag centers in three soums (counties); (iv)
preparation of the SWER system design and technical specification; (v) preparation of bidding
documents and evaluation criteria; (vi) evaluation of bidding proposals, negotiation, and award of
contract; (vii) construction of transmission and distribution networks and installation of meters;
(viii) conducting technical training, including maintenance scheduling and budgeting to the local
distribution company; (ix) drafting a rural electrification plan and preparing related knowledge product;
(x) conducting baseline and poverty impact surveys; and (xi) monitoring project implementation. The
design and monitoring framework is in Appendix 1.

Expected Key Performance Indicators:

(i) Electricity is supplied to nine demonstration bag centers for over 22 hours a day (monthly average)
by the end of 2010 (baseline: 4-5 hours a day).

(i) Number of households, public and private buildings connected by the SWER system (baseline: 0)

(iii) High level of beneficiary satisfaction (almost 80% of all beneficiaries) with the electrification.

(iv) SWER system is accepted by the MMRE as a low-cost but reliable approach to rural electrification.

(v) Policy note on rural electrification’s contribution to poverty reduction is prepared.

lll. Grant Categories of Expenditure, Amounts, and Percentage of Expenditures

Amount of Grant Percentage of

Category Allocated in $ Expenditures
1. Equipment for Pilot Project 1,500,000 62.5
2. Equipment and Supplies for Grant Management 20,000 0.8
3. Training, Workshops, Seminars, and Public Campaigns 140,000 5.8
4. Consulting Services 439,800 18.3
5. Grant Management 83,000 3.5
6. Contingencies 217,200 91
Total 2,400,000 100.0
Incremental Cost 0 0.0




JAPAN FUND FOR POVERTY REDUCTION

JFPR Grant Proposal
Background Information

A. Other Data

Date of Submission of Application

May 2009

Project Officer

T. Oi, Energy Specialist

Project Officer’s Division, E-mail,
Phone

East Asia Department, Energy Division, teruhisaci@adb.org,
(632) 632 5706

Other Staff Who Will Need
Access to Edit and/or Review the
Report

1. F. Radstake, Environment Specialist
2. S. Noda, Transport Specialist

Sector (subsector)

Energy (electricity transmission and distribution)

Themes (subthemes)

Economic growth (promoting economic efficiency and enabling

reflected in the proposal?

business environment),social development (other vulnerable
groups)

Targeting Classification Targeted intervention - TI-G

Was JFPR seed money used to Yes [ ] No [ X ]

prepare this grant proposal?

Have SRC comments been Yes [ X] No [ ]

Name of Associated Asian
Development Bank (ADB)-
Financed Operation(s)

Not applicable

Executing Agency

Ministry of Mineral Resources and Energy
Government Building-2, United Nation’s Street-5/2
Ulaanbaatar, 210646, Mongolia

Tel: 976-11-264379-111

Fax: 976-11-318169

Grant Implementing Agency

Energy Agency
Chinggis Avenue, Ulaanbaatar, 210136, Mongolia

SRC = staff review committee.

B. Details of the Proposed Grant

1. Description of the Components, Monitorable Deliverables and/or
Outcomes, and Implementation Timetable

Component A

Component Name

Detailed field survey, baseline socioeconomic survey, and short-
listing the demonstration bag centers (smallest administrative unit)

Cost ($)

255,150

Component Description

1. Bag Center Selection. The following selection criteria will be

applied for identifying demonstration bag (village) centers in,

Bulgan, Dundgovi, and Tuv aimags (provinces):

(i) bag centers located within 50 kilometers (km) from existing
soum (county) center substation,

(i) relative proximity to Ulaanbaatar,

(iii) bag centers that are relatively clustered,

(iv) peak power demand of bag center is less than 14 kilowatts

(kW), and




(v) bag centers where anticipated socioeconomic impact is
high.

2. Baseline Socioeconomic Data. Gender-focused socioeconomic
data for selected bag centers will be collected by the consultants.
Data to be collected will include (i) income level and sources of
income, (ii) monthly and seasonal expenditure on fuel, (iii) electricity
use analysis, ' (iv) potential electricity use with improvement of
electricity services, and (v) household information. ?

Monitorable Deliverables/Outputs

(iy Select nine demonstration bag centers meeting the short list
criteria,

(ii) letters of support from soum and bag center governments, and

(iii) socioeconomic baseline data.

Implementation of Major Activities:

Number of months for grant
activities

3 months (December 2009-February 2010)

Component B

Component Name

Construction of transmission and distribution lines in selected
demonstration bag centers

Cost ($)

1,842,950

Component Description

1. Preparation of design and technical specifications.
Consultants will prepare a draft single-wire earth return (SWER)
system design and technical specification, which will be part of the
bidding documents, and shall be approved by the project steering
committee (PSC).

2. Preparation of bid documents and evaluation criteria. A set of
draft bidding documents and evaluation criteria will be prepared by
the consultants and shall be reviewed by Asian Development Bank
(ADB) and approved by the PSC.

3. Competitive bidding, evaluation of bids, and contract award.
On approval of the bidding document by the PSC, the Executing
Agency (EA) will invite bids, evaluate bids, seek approval of ADB for
the bid evaluation report, and award contracts for supply of goods
and works for construction of the projects.

4. Construction of transmission and distribution lines. Selected
contractors will construct the transmission and distribution lines
according to the technical specifications. Construction shall be done
from July and October 2010. Upon completion of construction,
commissioning and an acceptance test will be conducted and
endorsed by the State Inspection Commission.

5. Training to local electricity distribution companies. An
adequate number of training courses will be provided by the
consultants and the Ministry of Mineral Resources and Energy
(MMRE) for staff of local electricity distribution companies to
familiarize them on the technical features of the SWER system and
necessary knowledge regarding (i) operation and maintenance,

1

Such analysis will include electricity utilization by public and commercial buildings—health centers, classrooms,

water pumps, etc.

2 Information such as quantities of electricity consumed, home appliances, household member’s education and

employment status, household demographics, etc.




(i) appropriate methodology and installation procedure for network
expansion, and (iii) management skill on stocks and equipment.

Monitorable Deliverables/Outputs

(i) Bidding documents, including SWER system design and
technical specification, acceptable to ADB;

(i) bid evaluation report acceptable to ADB;

(iii) nine bag centers are electrified by the SWER system;

(iv) acceptance letter from the State Inspection Commission; and

(v) atleast two training sessions conducted for the local electricity

distribution companies.

Implementation of Major Activities:

Number of months for grant
activities

11 months (January—November 2010)

Component C

Component Name

Grant Management, Monitoring, Auditing, and Knowledge
Dissemination

Cost ($)

301,900

Component Description

The component will support the following activities: (i) overall project
coordination, supervision, management, and reporting;
(i) preparation of work plans, implementation guidelines, and
procedures for grant financing; (iii) poverty impact assessment;
(iv) annual independent external auditing; and (v) final dissemination
workshop.

Poverty impact assessment. Impact assessment (with-without and
before-after) at the household and community levels will be
conducted after commencement of electricity supply over the newly
constructed transmission and distribution lines; the assessment will
cover all the demonstration bag centers. Assessment includes
(i) satisfaction level of the electricity consumer; (ii) income levels;
and (iii) number of households, and public and private buildings
connected with SWER system.

Final workshop and preparation of knowledge product. The final
dissemination workshop will be held with representatives from
government agencies concerned to share the impact and outcome
of the Project, and recommend and seek consensus regarding
further actions. As an output of the workshop, a policy brief,
technical note, or best practices note on rural electrification will be
prepared as a knowledge product, and submitted to the Government
supporting the SWER system in its rural electrification policy.

Monitorable Deliverables/Outputs

(iy comprehensive project work plan, implementation schedule, and
guidelines prepared and attached to the grant implementation
memorandum;

(i) funds for each component utilized efficiently;

(iii) inception, quarterly progress, and completion reports; evaluation
of staff performance; and financial and poverty impact
assessments prepared and submitted on time and of good
quality; and

(iv) final workshop on completion of project activities held and
knowledge product prepared.




Implementation of Major Activities: | 15 months (December 2009—February 2011)
Number of months for grant
activities

2. Financing Plan for Proposed Grant to be Supported by JFPR
Funding Source Amount ($)
JFPR 2,400,000
Government 200,000 (including in-kind contribution)
Other Sources 0
(community/donors)

Total 2,600,000

3. Background

1. Mongolia is a landlocked country with a total area of 1.56 million square kilometers, a
population of only 2.62 million (2007), and a very low population density of 1.5 persons per
square kilometer, which is among the lowest in the world. Administratively, Mongolia is divided
into 21 aimags (provinces) which comprise an average 12—18 soums. Mongolia has 321 soums
in total and each has 4-5 bag centers. Generally, a bag center is located 20-60 km from a
soum center and 5-20 families reside there. The total number of bag centers is about 1,500.

2. Each bag center generally includes several public buildings (bag center administration
office, community health clinic, veterinary clinic, school, etc.), some privately owned shops, and
livestock-related cottage industries. Drinking water points for humans and animals, as well as
irrigation points, also exist in each bag center; these are mainly pumped by diesel-powered
generators. Currently, electricity is supplied only for 4-5 hours a day by diesel-powered
generators, which is unreliable and costly because of high and volatile fuel prices. Electricity is
used not only for these public buildings but also for processing of animal products (skin, wool,
cashmere, and meat) brought by herders. Peak load for one bag center is typically estimated at
8 kW in summer and 14 kW in winter.

3. There is little official disaggregated income data available for bag centers, but it is
assumed that it is much lower than the income level in urban centers (soum centers). The
monthly average cash income per household in rural areas (including the bag centers) is $177,
which is 20% lower than that in urban centers ($223 in 2007). The percentage of population
living below the national poverty line in rural areas is 36.8% compared with 20.4% in
Ulaanbaatar (2006).* Detailed socioeconomic analysis will be conducted at the beginning of the
Project to establish baseline data.

4. Lack of reliable electricity supply for long durations at bag centers is constraining
socioeconomic development of the local population by restricting the delivery of basic services
and limiting economic activities. Providing a reliable electricity supply to these communities will
assist in improving the delivery of services in (i) health care and education services;
(i) complementary infrastructure, i.e., drinking water supply and communication; and (iii) key
input for small businesses that will enhance labor and capital productivity, promote rural
economic growth, and increase income and generally improve the overall welfare of the

® Government of Mongolia. 2007. Mongolian Statistical Yearbook, 2007. Ulaanbaatar.



community. Supplying reliable electricity to bag centers is one of the objectives in the State
Policy of Mongolia on Fuel and Energy (2008). Development of the rural economy through rural
infrastructure development is an outcome included in the country strategy and program for
Mongolia 2006—-2008.* Summary poverty reduction and social strategy is in Appendix 2.

5. The Japan Fund for Poverty Reduction (JFPR) Project will demonstrate the provision of
regular grid-base (monthly average of over 22 hours a day) and affordable electricity service to
selected bag centers by a SWER system. It will construct the electricity transmission and
distributign network to electrify both public buildings and residential structures for nine small bag
centers.

6. SWER is a proven electricity supply system and is widely used in developed countries to
electrify sparsely populated and remote areas, e.g., Australia, Alaska in the United States,
Brazil, Canada, New Zealand, and northern Sweden. It has not yet been used in Mongolia.
Typically, a SWER line is linked to a grid-connected isolating transformer of 300 kilovolt-
ampere, which isolates the grid from ground return current, and steps down the grid voltage
(110 Kilovolt [kV]) to the SWER system voltage (12.7 kV or 19.1 kV). At the community end, a
transformer further reduces the voltage to 220 volts, which is then extended to consumers as a
two-wire system—a common, safe, and proven practice for connecting small consumers.

7. Instead of two or three wires, a single-wire transmission line is used in supplying single-
phase electrical power from a power grid to remote locations with low power demand. The
capital cost of a SWER system is about 50% of an equivalent two-wire single-phase, or about
70% less than the commonly used three-wire three-phase power transmission systems.
Maintenance costs are also lower—about 50% of an equivalent capacity line. There are some
disadvantages also, mainly because SWER will not allow connection of larger three-phase
motors, and some imbalance will be reflected into the power grid, which could marginally
increase system losses. However, these are not serious when the power demand is small (as is
expected in bag centers) and the economic advantages of SWER outweigh the technical
constraints.

8. The consumers—i.e., public sector organizations, private enterprises, and residents—
will need to pay the tariff determined by the Energy Regulatory Authority (ERA) of Mongolia.
ADB has an ongoing relationship with ERA through the Members Electricity Regulators Forum
of the Central Asia Regional Economic Cooperation, and it is considered among the more
capable regulatory authorities.

9. The Government requested ADB assistance in August 2008 for demonstration of the
SWER system for rural electrification of nine bag centers.

4, Innovation and Knowledge Sharing

10. The SWER system has not been applied in Mongolia and this is the first time that the
Project will introduce the system. The Project will demonstrate low-cost and reliable electricity
supply to the low-income populations. The final dissemination workshop will be held with
representatives from government agencies concerned to share the impact and outcome of the
Project, and to recommend and seek consensus regarding further actions. As an output of the

4 ADB. 2005. Country Strategy and Program: Mongolia, 2006—2008. Manila.

® The transmission poles will have a diameter of 50 centimeters and the single-wire transmission lines will traverse a
maximum distance of 50 km through barren land. The transmission poles will be about 140 meters apart. It is
estimated that supply for each bag center will have 360 poles.



workshop, a policy brief, technical note, or best practice note on rural electrification will be
prepared as a knowledge product, and submitted to the Government supporting the SWER
system in its rural electrification policy.

5. Sustainability
11. The assessment on four key sustainability criteria is described below.

12. Technical sustainability. SWER is a proven system and is widely used in developed
countries in areas where population density is low and sparsely located. Operation and
maintenance can easily be carried out by the local distribution company with appropriate
training, which will be provided by the consultants after implementation of the SWER system.

13. Financial sustainability. Consumers will pay for monthly electricity use based on the
tariff, to be determined by ERA, which is expected to set the retail tariff on a full-cost recovery
basis to cover operation and maintenance and other direct costs.

14. Environmental sustainability. The Project has been classified category B under the
ADB categorization system and has been prepared in accordance with ADB’s Environment
Policy (2002) and Environmental Assessment Guidelines (2003). The initial environmental
examination has been prepared by MMRE. The proposed JFPR Project will be implemented
according to the environment management plan, and monitored according to the environment
monitoring plan of the initial environmental examination.

15. Institutional sustainability. MMRE is the EA of the proposed JFPR Project. The ministry
was established in late 2008 by merging former two ministries—the Ministry of Fuel and Energy
and the mineral section of the Ministry of Trade. A working group for introducing the SWER
system was established under the former ministry in 2006. Members of the working group have
strong technical background to understand the SWER system. Energy Agency, which is
administrated by MMRE, is the Implementing Agency (lA). It was established in March 2009 by
merging the former Energy Research and Development Center and the National Renewable
Energy Center. Energy Agency also has a strong technical background and has implemented
several donor-funded projects, including the ongoing Community-Based Heating Supply in Rural
Remote Areas JFPR Project,® which is being implemented satisfactorily.

16. Scaling-up and exit strategy. It is expected that the Project can be replicated using
funds from the national budget. The Government is committed to providing electricity to all
households in rural areas under the rural development policy, as explained in the Action Plan of
the Government of Mongolia for 2008—-2012." Successful implementation of the pilot SWER
system in nine bag centers will prove the field applicability of SWER and encourage the
Government to scale up further implementation of rural electrification utilizing SWER.

6. Participatory Approach

17. The PSC, which will comprise representatives of relevant ministries, will be a decision-
making body for project implementation. To extend the Project’'s benefit to the most needy
households in selected bag centers, the project implementation unit (PIU) supported by the
consulting team will work closely with soum and bag governments.

® ADB. 2007. Grant Assistance to Mongolia for Community-Based Heating Supply in Rural Remote Areas. Manila
(JFPR 9109-MON, for $2,000,000, approved on 29 June).
7 Resolution No. 35, 2008 of the State Great Khural of Mongolia.



Primary Beneficiaries and Other Affected
Groups and Relevant Description

Other Key Stakeholders and Brief Description

Bag Center Resident

Primary beneficiaries of the Project are poor
residents in bag centers, most of whom are
herders who run small businesses related to
livestock. The monthly average cash income per
household is estimated to be as low as $177—
20% lower than in urban centers ($223 in 2007).

Project Steering Committee

The project steering committee is the decision-
making body of the Project; staff from relevant
ministries will be members.

Local Electricity Transmission and Distribution
Company

Local electricity transmission and distribution
companies are responsible for billing, collection,
and regular operation and maintenance of the
system.

7. Coordination

18. Project preparation has involved field visits and interviews as well as consultations with
MMRE, the Ministry of Finance (MOF), representatives from soum and bag governments, the
Japan International Cooperation Agency, the World Bank, and the Embassy of Japan in
Mongolia.

8. Detailed Cost Table

19. The total cost of the Project will be $2,600,000 equivalent. ADB will contribute
$2,400,000, financed on a grant basis by the JFPR and administered by ADB. The Government
will finance $200,000 of the local currency cost through in-kind contribution, including office
accommodation and facilities, counterpart staff and data, and other information needed for the
Project. The summary costs table and detailed cost estimates are in Appendix 3 and the fund
flow arrangement is in Appendix 4.

C. Linkage to ADB Strategy and ADB-Financed Operations

1. Linkage to ADB Strategy
Document Date of Last

Document Number Discussion Objective(s)
Action Plan of Annex to the November 2008 | The Government has identified that provision of electricity to
the Government resolution all households in rural areas is one of the key activities
of Mongolia for No. 35, 2008 under the rural development policy.
2008-2012" of the State

Great Khural

of Mongolia
Strategy 2020: April 2008 Promotion of inclusive economic growth and poverty
The Long-Term reduction is a key priority. By helping expand the basic
Strategic energy supply in rural poor areas of Mongolia, the Project
Framework will support this key priority.
of the Asian
Development
Bank, 2008-
2020°

® A draft concept paper was sent to the Embassy of Japan in Mongolia on 11 December 2008 for review. The Fact-
Finding Mission consulted T. Ishizaki, first secretary, Embassy of Japan, Mongolia in February 2009, who
responded favorably and raised no issue.



Document Date of Last
Document Number Discussion Objective(s)
Country Strategy | Sec. M68-05 August 2005 The country strategy and program identified inclusive social
and Program: development as one of the two strategic pillars, and lack of
Mongolia, civic amenities (including electricity) as a constraint. A
2006—2008%; substantial improvement in the supply of electricity to
Country Strategy disadvantaged communities will directly assist in supporting
and Program August 2006 the country strategy and program priority.
Update,
Mongolia, 2007—-
2009* and
Mongolia:
Country
Operations
Business Plan,
2008-2010
Energy 2000 June 2000 Poverty reduction by creating energy infrastructure for
Review of the sustainable economic growth, increasing access to energy
Energy Sector for the poor, particularly in rural areas, and making sure that

Policy of ADB®

the poor account for a major portion of beneficiaries in Asian
Development Bank projects is one of the operational
priorities.

' 2008. Action Plan of the Government of Mongolia for 2008—-2012. Ulaanbaatar.
2 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008-2020.

Manila.

o g b~ W

2,

20. Not applicable.

3.

21. Not applicable.

4.

22. Not applicable.

5.

ADB. 2005. Country Strategy and Program: Mongolia, 2006-2008. Manila.

ADB. 2006. Country Strategy and Program Update: Mongolia, 2007—2009. Manila.

ADB. 2000. Energy 2000: Review of the Energy Sector Policy of Asian Development Bank. Manila.
ADB. 2007. MON: Country Operations Business Plan, 2008-2010. Manila.

Link to Specific ADB-Financed Operation

Development Objective of the Associated ADB-Financed Operation

Main Components of the Associated ADB-Financed Operation

Rationale for Grant Funding versus ADB Lending

23. Although SWER is a proven system and is widely used in regions of developed countries
where population density is low and sparsely located, it has not been used so far in Mongolia.
SWER provides a low-cost option for expanding rural electrification to remote rural areas with
low population density and low power demand. For this reason, using a grant is appropriate to
demonstrate the positive impact of improving electricity services through a low-cost technical

option.
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D. Implementation of the Proposed Grant

1. Implementing Agency Project implementation unit, Energy Agency

24, Project management. The grant recipient will be the Government of Mongolia. The EA
is MMRE and the IA is the PIU of Energy Agency under the close supervision of ADB. A PSC
will be established to coordinate interministerial activities and guide the PIU; and will consist of
representatives from MMRE, MOF, and soum center governments. The consultant will be
recruited by ADB directly following the quality and cost-based selection procedure, as fast-track
procurement of consulting services is needed to meet the implementation schedule, and the EA
has limited capacity to meet this requirement. One staff member from the resident mission will
serve as a liaison under the guidance of headquarter staff. All reports will be shared with the
resident mission, which will answer queries from the Japanese embassy. The implementation
arrangement is in Appendix 5, and the implementation schedule is in Appendix 6.

25. Procurement. All procurement under the Project will be conducted in accordance with
ADB’s Procurement Guidelines (2007, as amended from time to time). Procurement of goods
for the Project will be through international competitive bidding, national competitive bidding, or
shopping. Before commencement of procurement, ADB and the grant recipient will review the
grant recipient’s procurement procedures to ensure consistency with ADB requirements. Any
necessary modifications or clarifications to the grant recipient’s procedures will be documented
in the indicative procurement plan shown in Appendix 7.

26. Consulting services. The total input of international experts will be 12 person-months
and national experts 44 person-months. The consultant will procure the office equipment and
hand it over to the EA on completion of the Project. The consulting firm (including international
and local consultants) will be recruited by ADB in accordance with ADB’s Guidelines on the Use
of Consultants (2007, as amended from time to time) through the quality and cost-based
selection procedure to provide the services for implementation, management, and progress
monitoring of the Project. Required experts and draft outline terms of reference for consulting
services are in Appendix 8.

27. Disbursement arrangements. The EA and IA will adopt either of the following
disbursement procedures for withdrawal of proceeds of the Project in accordance with ADB’s
Loan Disbursement Handbook (2007, as amended from time to time): (i) a direct payment
procedure, wherein ADB, at the request of the Government, pays a designated beneficiary
directly; or (ii) an imprest fund procedure, where ADB makes an advance disbursement from the
project account for deposit to an imprest account to be used exclusively for ADB’s share of
eligible expenditures. The EA and IA are equipped with the required knowledge and skills for
implementation of the Project. There are no issues identified regarding the capacity of the EA
and IA for implementing the two ongoing JFPR projects (footnote 6).°

® ADB. 2008. Grant Assistance to Mongolia on Energy Conservation and Emissions Reduction from Poor
Households. Manila. (JFPR 9127-MON, for $2,000,000, approved on 23 September.)
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2, Risks Affecting Grant Implementation
Type of Risk Brief Description Measure to Mitigate the Risks
Governance Problems of corruption Asian Development Bank policies and guidelines on anticorruption,
associated with low pay and procurement, financial reporting, and independent auditing will be
weak governance. strictly adhered to. Capacity building will focus on transparency,
accountability, performance level benchmarking, and financial
management by the project manager.
Technical Revision and adjustment of The consultants will conduct the analysis and prepare technical
(minor) technical drawings and drawings and specifications acceptable to Mongolian
specifications are needed for | circumstances.
Mongolian circumstances.
3. Incremental ADB Costs
Component Incremental ADB Cost
Amount requested $0
Justification Not applicable
Type of work to be rendered by ADB Not applicable

4. Monitoring and Evaluation

Key Performance Indicator

Plan and Timetable for

Reporting Mechanism Monitoring and Evaluation

Electricity is supplied to nine
demonstration bag centers for a
monthly average of 22 hours a day
by the end of 2010 (baseline:
4-5 hours a day).

Consultant’s final report 2011

Number of households, and public
and private buildings connected by
the SWER system (baseline: 0)

Consultant’s final report 2011

High level of beneficiary satisfaction
(almost 80% of all beneficiaries)
with the electrification.

Consultant’s final report 2011

SWER system is accepted by
MMRE as a low-cost but reliable
approach to rural electrification.

Minutes of the final tripartite 2010

meeting

Policy note on rural electrification’s
contribution to poverty reduction is
prepared.

Consultant’s final report 2011

MMRE = Ministry of Mineral Resources and Energy, SWER = single-wire earth return.

5. Estimated Disbursement Schedule
Fiscal Year (FY) Amount ($)
FY2010 1,200,000
FY2011 1,200,000
Total Disbursements 2,400,000
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APPENDIXES

Design and Monitoring Framework

Summary Poverty Reduction and Social Strategy
Summary Costs Table and Detailed Cost Estimates
Fund Flow Arrangements for JFPR Funds
Implementation Arrangements

Implementation Schedule

Indicative Procurement Plan

Outline Terms of Reference for Consultants

PN WN =



DESIGN AND MONITORING FRAMEWORK

Appendix 1 13

Design Performance Targets Data Sources and/or Assumptions and
Summary and/or Indicators Reporting Mechanisms Risks
Impact Assumption

Increase in income of
rural household by 10%
in 2013°?

Improved quality of
life in bag center
(smallest
administrative unit)

Government statistical
data and impact survey

The rural electrification
is complemented by
rural development
initiatives from the
Government and other
donors

Outcome

Extended
electrification in rural
areas using SWER
system

Additional 20 bag
centers will be
electrified in 2013

Annual energy sector
development plan from
MMRE

Risk

Policies and priorities on
rural development may
be changed by the
Government

Outputs
1. Electricity service
is improved by

Electricity is supplied in
nine bag centers for

using SWER 22 hours by the end of
system in the 2010 (baseline:
demonstration 4-5 hours a day)

project area

Number of households,
and public and private
buildings connected by
the SWER system
(baseline: 0)

2. SWER system is
accepted by
MMRE

Eighty percent of
beneficiaries are
satisfied with the
connection of electricity
by the SWER system

JFPR final report is
accepted at final
tripartite meeting
3. Policy on rural Policy note is prepared
electrification is by the final tripartite
recommended meeting

Consultant progress and
final report

Consultant’s final report,
minutes of final tripartite
meeting, and
implementation completion
memorandum

Assumption
Pilot project
implemented in time

Risk

Problems of corruption
associated with low pay
and weak governance

Activities with Milestones

N —

Conduct detailed field survey,

Verify a long list of bag centers (January 2010).
including baseline

survey of

socioeconomic aspects (January—February 2010).

Evaluate bidding proposals (April 2010).

©ONOO AW

Select nine pilot bag centers from a long list (February 2010).
Prepare design drawings and technical specification (February 2010).
Prepare bidding documents and evaluation criteria (February 2010).
Approve bidding documents and evaluation criteria (February 2010).
Announce a bid and prepare bidding proposal (March 2010).

Submit bid evaluation report for ADB’s review (May 2010).
10. Negotiate and award the contract (May 2010).

11. Construct distribution networks and install meters

Inputs
ADB-JFPR: $2.4 million

Construction of
distribution networks:
$1.50 million

Consulting services:
$0.44 million

Training, workshops,
and other: $0.24 million

Contingencies:
$0.22 million
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(July—October 2010). Government: $200,000
Activities with Milestones
12. Conduct technical training, including maintenance scheduling and
budgeting to local distribution company (October 2010).
13. Draft rural electrification plan and prepare knowledge product
(August 2010-January 2011).
14. Conduct impact survey in selected pilot bag centers (December 2010).
15. Conduct a final workshop (January 2011).
16. Monitor project implementation (January 2010—February 2011).

ADB = Asian Development Bank, JFPR = Japan Fund for Poverty Reduction, MMRE = Ministry of Mineral

Resources and Energy, SWER = single-wire earth return.

@ The monthly average income per household in rural areas was MNT254,090 in 2007. (Government of Mongolia.
2007. Mongolian Statistical Yearbook, 2007. Ulaanbaatar.)
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SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY

Country/Project Title: Mongolia/Demonstration Project for Improved Electricity Services to the Low-Income Communities in
Rural Areas

Lending/Financing Japan Fund for Poverty Reduction Department/ East Asia Department/
Modality: Division: Energy Division

L. POVERTY ANALYSIS AND STRATEGY

A. Link to the National Poverty Reduction Strategy and Country Partnership Strategy

The Government of Mongolia has identified that providing electricity to all households in rural areas is one of the key
activities under the rural development policy in the Action Plan of the Government of Mongolia for 2008—-2012. The country
partnership strategy (CPS) for 2006—-2008, CPS update (2007—2009) and Country Operations Business Plan (COBP) 2008-
2010% identify inclusive social development as one of the two strategic pillars, and lack of civic amenities (including
electricity) as a constraint. A substantial improvement in the supply of electricity is targeted as an outcome of the CPS.

B. Poverty Analysis Targeting Classification: Targeted intervention TI-G

1. Key Issues

Lack of access to affordable and reliable electricity services is one of the constraints for accessing better social services
and promoting economic development in rural areas. Providing reliable electricity supply to remote communities enables the
delivery of (i) good health care and education services; (ii) complementary infrastructure, i.e., drinking water supply and
communication; and (iii) a key input for small businesses that enhances labor and capital productivity, which promotes rural
economic growth, reduces income poverty, and increases the welfare of the community.

There is no official income data for bag centers (smallest administrative unit). However, it is reasonably assumed that it is
much lower than the income level in soum centers (urban centers). The monthly average cash income per household in
rural areas (including the bag centers) is $177—20% lower than in urban centers ($223 in 2007). The percentage of
population living below the national poverty line in rural areas is 36.8% compared with 20.4% in Ulaanbaatar (2006).

2. Design Features
The Project is designed to provide affordable and reliable electricity service to the households and public and private
buildings in bag centers.

. SOCIAL ANALYSIS AND STRATEGY

A. Findings of Social Analysis

Generally, a bag center is located 20—60 km from a soum center and 5-20 families reside there. There are several public
buildings (bag center administration office, community health clinic, veterinary clinic, school, etc.), some private-owned
shops, and livestock-related cottage industries. Water points for drinking water for humans and animals, and irrigation
purposes, exist in bag centers; these are pumped by diesel-powered generators. Currently, electricity is supplied at a
maximum of only 4-5 hours a day by diesel-powered generators; this is unreliable and costly because of high and volatile
fuel prices. Electricity is used not only for these public buildings (health clinic and school) but also for processing of animal
products brought by herders (skin, wool, cashmere, and meat), restaurants for road travelers, and tourist camps. Peak load
for one bag center is estimated at 8 kilowatt (kW) in summer and 14 kW in winter.

B. Consultation and Participation
1. Provide a summary of the consultation and participation process during the project preparation.

The Ministry of Mineral Resources and Energy, the Ministry of Finance, soum and bag center governments, Japan
International Cooperation Agency, the World Bank, and the Embassy of Japan in Mongolia were consulted to conceptualize
the proposed Project. Consultations have been carried out since the beginning of 2008 and these parties have responded
favorably.

2. What level of consultation and participation (C&P) is envisaged during the project implementation and monitoring?
X Information sharing XI Consultation [] Collaborative decision making [ ] Empowerment

3. Was a C&P plan prepared? [] Yes [X] No
If a C&P plan was prepared, describe key features and resources provided to implement the plan (including budget,
consultant input, etc.). If no, explain why.

Consultation with stakeholders will be carried out through a site survey for selecting pilot bag centers, a socioeconomic
baseline survey, and a poverty impact survey.
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C. Gender and Development

1. Key Issues.

No issues are anticipated under the Project.

2. Key Actions. Measures included in the design to promote gender equality and women’s empowerment—access to and
use of relevant services, resources, assets, or opportunities and participation in decision-making process:

[J Gender plan

[ Other actions/measures

XI No action/measure

Summarize key design features of the gender plan or other gender-related actions/measures, including performance
targets, monitorable indicators, resource allocation, and implementation arrangements.

The Project will provide affordable and reliable electricity supply that is not gender-specific.

SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS

Issue Nature of Social Issue Significant/Limited/ Plan or Other
No Impact/Not Known Action Required
Involuntary Resettlement The Project will construct the | The Project is category C [ ] Full Plan
electrical transmission and No impact [] Short Plan
distribution networks. The [] Resettlement
size of the transmission pole Framework
is 50 centimeters in [XI No Action
diameter and the line travels [J Uncertain
at a maximum of
50 kilometers throughout
barren land.
Indigenous Peoples There are no indigenous The Project is category C ] Plan
people or ethnic minority No Impact ] Other Action
groups present in project [ Indigenous
locations, and no adverse or Peoples
significant impact on Framework
indigenous peoples and X No Action
vulnerable groups. [J Uncertain
Labor No Impact L] Plan
] Employment Opportunities [] Other Action
[] Labor Retrenchment I No Action
[] Core Labor Standards L] Uncertain
Affordability No Impact ] Action
[XI No Action
[J Uncertain
Other Risks and/or No Impact
Vulnerabilities ] Plan
] HIV/AIDS [] Other Action
] Human Trafficking X No Action
[] Others (conflict, political ] Uncertain
instability, etc.), please specify

IV.  MONITORING AND EVALUATION

Are social indicators included in the design and monitoring framework to facilitate monitoring of social development activities
and/or social impacts during project implementation? [XI Yes o No

A socioeconomic baseline and impact survey will be conducted during the project implementation.

* ADB. 2005. Country Strategy and Program: Mongolia, 2006—-2008. Manila; ADB. 2006. Country Strategy and Program
Update: Mongolia, 2007-2009. Manila; and ADB. 2007. MON: Country Operations Business Plan 2008-2010. Manila.
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FUND FLOW ARRANGEMENTS FOR JFPR FUNDS

1. The Executing Agency (EA) and Implementing Agency (IA) will adopt either of the
following disbursement procedures for withdrawal of proceeds of the grant in accordance with
the Asian Development Bank (ADB) Loan Disbursement Handbook (2007, as amended from
time to time): (i) a direct payment procedure, wherein ADB, at the request of the Government,
pays a designated beneficiary directly; and (ii) an imprest fund procedure, wherein ADB
disburses from the grant account for deposit to an imprest account at a commercial bank
acceptable to ADB, to be used exclusively for ADB’s share of eligible expenditures. The
advance provided in the imprest account should not exceed 10% of the total Japan Fund for
Poverty Reduction (JFPR) grant or estimated expenditure for the next 6 months to be financed
through the imprest account, whichever is lower. The statement of expenditures (SOE)
procedure will be used to liquidate and replenish the imprest account. The SOE procedure will
apply for individual payments under $10,000 to ensure speedy project implementation.
Payments in excess of the SOE ceiling will be liquidated or replenished based on a full
supporting documentation process. The withdrawal applications and SOE will be signed by the
authorized representatives of the EA. Direct payment and reimbursement procedures will be
used for eligible project expenditures under big contracts.

2. ADB will channel JFPR funds directly to a JFPR imprest account, which will be opened
and maintained by the IA, at a bank endorsed by the EA and acceptable to ADB, to facilitate
day-to-day local expenditures of the JFPR Project. The EA will be kept informed by the IA about
all transactions, and receive copies of all financial statements and audit reports, including an
opinion on the use of imprest fund and SOE procedures. The JFPR imprest account will be
managed by the IA on the basis of a cosignatory arrangement with the Ministry of Finance,
initially based on the first 6-month activity plan and related budget, and afterwards based on the
approved annual work plan and budget.

3. The EA and IA have the capacity to undertake the implementation work attached to the
Project, as both agencies are performing well in the implementation of two ongoing projects
under JFPR funding.' Both agencies are well versed in ADB procedures and guidelines.

4, Detailed implementation arrangements, such as the disbursement and replenishment of
funds, and administrative procedures will be detailed in the grant implementation memorandum,
and will be established between ADB and the Government through the JFPR letter of
agreement. The schematic fund flow for the JFPR Project is shown in Figure A3.

' ADB. 2007. Grant Assistance to Mongolia on Community-Based Heating Supply in Rural Remote Areas. Manila;
and ADB. 2008. Grant Assistance to Mongolia on Energy Conservation and Emissions Reduction from Poor
Households. Manila.
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Figure A4: Fund Flow Arrangements for JFPR Project

Direct Payment
Procedure: Pilot
Project

Asian Development Bank

Consulting Services and Office
Equipment, Training, Surveys, §

Miscellaneous Administration S

Costs, and Contingencies $900,000 S $1,260,000
(contracted under the Asian &
Development Bank) JFPR Imprest Account held at
Project Implementation
Unit

JFPR = Japan Fund for Poverty Reduction.
Source: Asian Development Bank estimates.
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IMPLEMENTATION ARRANGEMENTS

1. The detailed grant implementation memorandum will be prepared by the Implementing
Agency (IA) in consultation with the Asian Development Bank (ADB) and agreed upon with the
Ministry of Mineral Resources and Energy (MMRE) and the Ministry of Finance (MOF) before
project inception. The grant implementation memorandum will further detail the implementation
and procurement arrangements.

A. Grant Organization and Management
1. Executing Agency

2. MMRE will be the Executing Agency (EA) of the Japan Fund for Poverty Reduction
(JFPR) Project. MMRE will have overall responsibility for project management.

2. Implementing Agency

3. The IA will be the project implementation unit (PIU) within the Energy Agency supported
by the consultants. The IA will (i) monitor the progress of day-to-day project implementation,
(ii) prepare withdrawal applications, (iii) prepare project progress reports, and (iv) maintain the
Project’s accounts and complete grant financial records for auditing the Project. The PIU head,
who is acceptable to ADB and has adequate experience in project management, will be
responsible for the overall project management, and a deputy PIU head will be responsible for
supervising the day-to-day implementation activities. Three additional staff members (an
accountant and two transmission and distribution network engineers) will be recruited to ensure
that the PIU has sufficient capacity to implement the Project.

3. Project Steering Committee

4. The project steering committee will be chaired by the director of MMRE and will include
representatives from MOF and soum (county) center governments.

B. Demonstration Bag Center Selection Criteria

5. The following selection criteria will be applied to select demonstration bag centers
(smallest administrative unit): (i) bag centers located within 50 kilometers of existing soum
center substation, (ii) relative proximity to Ulaanbaatar, (iii) bag centers relatively clustered, (iv)
peak power demand of bag center is 14 kilowatts, and (v) bag centers where anticipated
socioeconomic impact is high.

C. Compliances
1. Anticorruption
6. The Project shall (i) undertake necessary measures to create and sustain a corruption-

free environment, and (ii) ensure that Mongolia’s anticorruption laws and regulations and ADB’s
Anticorruption Policy (1998, as amended to date) are strictly enforced during project
implementation.
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2. Scaling-Up Strategy

7. The Government is expected to replicate the single-wire earth return system by using
funds from the national budget.

3. Operation and Maintenance

8. Consumers will pay for monthly electricity use based on the tariff determined by the
Energy Regulatory Authority, which sets the retail tariff to cover operation and maintenance and
other direct costs. Local electric distribution companies are responsible for operation and
maintenance of the single-wire earth return system.

4, Environment

9. The Project has been classified category B under ADB’s categorization system and has
been prepared in accordance with its Environment Policy (2002) and Environmental
Assessment Guidelines (2003). The initial environmental examination (IEE) has been prepared
by MMRE. The Project will be implemented according to the environment management plan and
monitored according to the environment monitoring plan in the IEE. If there are any changes in
scope beyond the coverage of the present IEE, an environment assessment should be carried
out for the changes.

D. Implementation Schedule

10. The Project will be carried out over 15 months; it is expected to begin in December 2009
and be completed by February 2011. The detailed implementation schedule is in Appendix 6.

E. Procurement
1. Equipment
11. All procurement shall be in accordance with ADB’s Procurement Guidelines (2007, as

amended from time to time). Contracts for goods estimated to cost more than $0.5 million shall
be procured using international competitive bidding (ICB) procedures. Contracts for goods
estimated to cost equal to or less than the above ICB thresholds but more than $100,000 shall
be procured on the basis of national competitive bidding (NCB) procedures in accordance with
the Public Procurement Law of Mongolia 2000, subject to modifications agreed with ADB.
Contracts for goods estimated to cost $100,000 or less shall be procured using shopping
procedures. For ICB invitations for bids, invitations for prequalification, draft prequalification
documents, draft bidding documents, prequalification and bid evaluation reports are to be
submitted to ADB for prior review and approval. For NCB, the first draft English language
version of the procurement documents should be submitted for ADB review and approval
regardless of the estimated contract amount. The ADB-approved procurement documents
should then be used as a model for all NCB procurement financed by ADB for the Project, and
need not be subjected to further review. ADB will review the bid evaluation report and award of
contract on a post-review basis. For shopping, ADB will review the award of contract on a post-
review basis. An indicative procurement plan is in Appendix 7.
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2. Consulting Services

12. The total input will be 12 person-months of international consultants and 44 person-
months of national consultants. The consultant will procure the office equipment and deliver the
equipment to the EA on completion of the Project. The consulting firm (including international
and national consultants) will be recruited through quality and cost-based selection ' with a full
technical proposal in accordance with ADB’s Guidelines on the Use of Consultants (2007, as
amended from time to time) to provide implementation, management, and progress monitoring
services for the Project. The draft outline terms of reference for consulting services are in
Appendix 8.

3. Bid Evaluation Committee

13. A bid evaluation committee must be established to ensure that a transparent and
efficient process is used for procurement under the Project. It is recommended that members
include (at a minimum) the project steering committee, EA, and IA.

F. Disbursement Arrangements
1. Disbursement Procedures

14. The EA and IA will adopt either of the following disbursement procedures for withdrawal
of proceeds of the grant in accordance with ADB’s Loan Disbursement Handbook (2007, as
amended from time to time): (i) a direct payment procedure, wherein ADB, at the request of the
Government, pays a designated beneficiary directly; or (ii) an imprest fund procedure, wherein
ADB disburses from the grant account for deposit to an imprest account at a commercial bank
acceptable to ADB, to be used exclusively for ADB’s share of eligible expenditures. The total
advances at any time are not to exceed estimated expenditures for the next 6 months or 10% of
the JFPR grant amount, whichever is lower.

2. Reallocation of Funds by Expenditure Categories or Components
15. Reallocation of grant funds will be carried out as follows:
(i) For reallocations in approved expenditure categories equal to 30% or less of the
budgeted amount, the EA must seek advice from ADB.
(i) For reallocations to new eligible expenditure categories totaling up to 10% of the

grant amount, a request must be submitted to ADB for approval.

(iii) For reallocations that exceed 30% of budgeted amounts in approved expenditure
categories, or for adding a new expenditure category that exceeds 10% of the
grant amount, a request must be sent to ADB for submission to the Government
of Japan. The Government of Japan will provide its approval or rejection within
4 weeks from its receipt of the request from ADB. The amendment should be
endorsed by ADB.

' The quality-cost ratio is 80:20.
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3. Changes in Scope of Grant

16. Where a change is needed in the grant component, ADB should be consulted if any
amendments or clearances are required as described below:

(i) For small changes in the activities supported by the grant (e.g., a change of up to
30% of the amount for a component, as budgeted in the background information,
is considered small), the EA should consult ADB if an amendment is required.

(ii) For significant changes in the grant components, the request must be approved
by ADB. Significant changes are defined as (a) a change of more than 30% in
the amount of a component, or (b) adding a new component. For significant
changes in the grant development objectives, the request must be sent to ADB,
which will determine if approval by the Government of Japan is required. The
Government of Japan will provide its approval or rejection within 4 weeks from its
receipt of a request from ADB. The amendment should be cleared and approved
by ADB.

G. Reporting Requirements
1. Monthly Progress Report by E-mail

17. The consultant will prepare brief monthly progress reports addressing project
implementation progress, problems, and concerns. The reports should be concise, and kept to a
maximum of five pages. Reports should be circulated by e-mail to the EA, IA, MOF, and ADB.

2. Japan Fund for Poverty Reduction Status Report to ADB
18. ADB requires that a semiannual JFPR Status Report be submitted to ADB.
3. Audited Grant Accounts

19. The international consultant will maintain separate accounts for all project components
financed by JFPR and the Government, and have these audited by an independent auditor that
has adequate knowledge and experience of international accounting practices and is
acceptable to ADB. The audited project accounts and the auditor’s reports will be furnished to
ADB within 6 months after the end of each financial year. The Government has been informed
of ADB’s requirement regarding the timely submission of audited project accounts and financial
statements, including the suspension of disbursements in case of noncompliance. The audit
report should include a separate opinion on the use of the imprest account and the state-owned
enterprise procedures. ADB will also finance, through the Project, annual audits through an
independent audit company acceptable to ADB.

4. Implementation Completion Memorandum

20. The project implementation completion memorandum should be prepared by the EA
within 6 months after the grant closing date.
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H. Grant Monitoring and Evaluation
1. Contract Awards and Commitments and Disbursement Projections
21. Consistent with the project schedule, the disbursement of the JFPR fund is spread over

the implementation period, with the corresponding disbursement amount for each year to be
detailed in the inception report.

2. Grant Reviews

22. To determine the efficiency and effectiveness of the use of the grant, grant reviews will
be conducted by the EA and ADB through semiannual project review missions. Such reviews
will ensure that the grant is used prudently in each stage of project implementation.

3. Monitoring Indicators

23. The monitoring indicators will be composed of component output indicators, and project
benefit indicators (key performance indicators). These indicators must be referenced in all
required reports, except the monthly progress reports. Where necessary, the project manager
will collect and confirm baseline values for the indicators at the beginning of project
implementation.

4, Midterm Review

24, ADB and the Government will carry out a midterm review of project implementation in
2008. The midterm review will focus on project impacts, particularly those relating to
(i) institutional, administrative, organizational, and technical aspects; (ii) environmental and
social safeguards (including involuntary resettlement and indigenous peoples); and (iii) social
aspects and poverty reduction. The task includes the review of the original project scope,
design, implementation arrangements, and other relevant issues in light of the Government’s
development strategies and policy framework, and the strategic concerns of ADB, including any
modifications, if needed, and

(i examine progress toward achieving the measurable objectives of the Project and
agree on minor changes in the project design and implementation,

ii assess compliance with the JFPR agreement,

identify problems and constraints,

formulate appropriate recommendations for corrective actions, and

V) develop a revised project implementation schedule for effective implementation
of the Project.
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INDICATIVE PROCUREMENT PLAN

Project Information

The grant will be used for (i) construction of
transmission and distribution lines, and (ii)
consulting  services for design and
implementation supervision.

Country

Mongolia

Name of Grantee

Government of Mongolia

Project Name

Demonstration Project for Improved Electricity
Services to the Low-Income Communities in
Rural Areas

Grant Reference

Grant 42534-01

Date of Effectiveness TBD
Amount $: $2.4 million
Of which Committed, $ $2.4 million

Executing Agency

Ministry of Mineral Resources and Energy

Approval Date of Original Procurement Plan

None

Approval of Most Recent Procurement Plan

None

Publication for Local Advertisements °

Procurement notices in local newspapers

Period Covered by this Plan

12 months from grant effectiveness

@ General procurement notice and invitations to bid.

Table A7.1: Procurement Thresholds, Goods and Related Services,
Works and Supply and Install

Procurement Method

Estimated Contract Value ($)

ICB Goods (turnkey)
NCB Goods (turnkey)
Shopping Goods
Direct Purchase Goods
Exceptional Methods

> 500,000

< 500,000

< 100,000

< 10,000
community participation

ICB = international competitive bidding, NCB = national competitive bidding.

Source: Asian Development Bank estimates.

Table A7.2: Procurement Thresholds and Consultants Services

Procurement Method

To be Used Above Value ($)

Quality- and Cost-Based Selection
Consultants Qualifications Selection
Least-Cost Selection

200,000
100,000
10,000

Source: Asian Development Bank estimates.

29
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Table A7.3: List of Contract Packages, Goods,” and Consulting Services

Expected Prior
Estimated Procurement Date of Review

Ref | Contract Description Cost ($) Method Advertisement® (Y/N) Comments
1. Three Turnkey Less than NCB (Turnkey) March 2010 Y

Contracts for $500,000/

Construction of package

Transmission and

Distribution Networks

in Bag Centers

(smallest

administrative unit)
2. Consulting Services $439,800 Firm, QCBS- March 2009 Y Will be

FTP, quality engaged by
and cost ratio is ADB
80:20

ADB = Asian Development Bank, FTP = full technical proposal, N = no, QCBS = quality- and cost-based selection, Y

= yes.

@ The invitation for bids, request for expressions of interest or invitation to prequalify, as the case may be.

® For international competitive bidding invitations for bids, invitations for prequalification, draft prequalification
documents, draft bidding documents, prequalification and bid evaluation reports are to be submitted to the Asian
Development Bank (ADB) for prior review and approval. For national competitive bidding, the first draft English
language version of the procurement documents should be submitted for ADB review and approval regardless of the
estimated contract amount. The ADB-approved procurement documents should then be used as a model for all
national competitive bidding procurement financed by ADB for the project, and need not be subjected to further
review. ADB will review the bid evaluation report and award of contract on a post-review basis. For shopping, ADB will
review the award of contract on a post-review basis.

Source: Asian Development Bank estimates.
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OUTLINE TERMS OF REFERENCE FOR CONSULTANTS

1. The grant assistance will be implemented in consultation with the stakeholders
concerned—Ilocal communities, national and local governments, private sector associations,
and other developmental agencies. The project consultant will review evaluation reports of
similar projects funded by the Asian Development Bank (ADB) and other agencies, especially
with regard to the lessons learned and factors that influence sustainability.

A. Qualification and Scope of Work

1. International Consultants (total of 12 person-months)

a. Electrical Engineer/Team Leader (6 person-months, intermittent)
2. Qualifications. The specialist’s qualifications will be as follows:

(i) university degree in engineering;

(i) in-depth technical knowledge of the high voltage transmission system, including
the single-wire earth return (SWER) system;

(iii) experience in implementing SWER;

(iv) experience working in Mongolia or similar countries with cold climate; and

(v) fluency in English and excellent writing and computer skills.

3 Tasks. The specialist’s tasks will include, but not be limited to, the following:

(i) implement and manage the overall grant Project and other team members;

(i) coordinate the Project with the other donor initiatives;

(iii) establish baseline data (load and consumption factors);

(iv) in consultation with the other team members, prepare the technical specification,
contract packaging, and implementation schedule in accordance with ADB
policies;

(v) prepare the design of the SWER system (including codes and procedure for
implementation); provide the instruction manual and procedures for construction
and operation; provide methodology to monitor, test, and calibrate the newly
implemented SWER demonstration project equipment and facilities;

(vi) assist the Ministry of Mineral Resources and Energy (MMRE) to advertise the
bids; carry out the bid evaluation; and prepare bid evaluation reports, contract
negotiations, and contract awards;

(vii)  supervise the supply and installation of SWER equipment;

(viii)  organize training courses for SWER, development of design, installation, and
operation;

(ix) organize midterm and final workshop as necessary;

(x prepare all required reports;

(xi) prepare a project marketing brochure for information dissemination;

(xii)  establish a database of project accounts and procedures;

(xiii)  manage and monitor all project accounts;

(xiv) establish baseline gender-focused socioeconomic data for pilot project areas and

conduct impact survey (with-without and before-after evaluation) at the end of the
Project. A comparison group shall be selected from the list of candidate bag
centers (smallest administrative unit) to conduct the with-without survey; and
prepare a draft policy note on rural electrification.
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b. Single-Wire Earth Return System Design Specialist (2.5 person-
months intermittent)

Qualifications. The specialist’s qualifications will be as follows:

(i)

(ii)
(iif)
(iv)

Tasks.

(i)

university degree in electrical engineering, experience in rural electrification and
conducting training courses;

in-depth knowledge in design of transmission grid up to 110 kilovolt (kV) voltage
level with SWER system;

experience working in Mongolia or similar countries with cold climate; and
fluency in English and excellent writing and computer skills.

The specialist’s tasks will include, but not be limited to, the following:

provide recommendation and advice to assist MMRE to develop and prepare the
SWER design for demonstration bag centers, and assist in the supervision and
monitoring of work at the construction site;

assist the team leader in the preparation of instruction manual and procedures
for construction and operation of the SWER system;

assist the team leader in the implementation and management of the overall
grant Project and supervision of national consultants; and

assist the team leader in the establishment of baseline data and impact
assessment.

C. Protection and Safety Specialist (2.5 person-months intermittent)

Qualifications. The specialist’'s qualifications will be as follows:

university degree in electrical engineering, with experience in rural electrification
and conducting training courses;

in-depth knowledge in grounding equipment and protection facilities for
transmission lines up to 110 kV voltage level with SWER system;

experience working in Mongolia or similar countries with cold climate; and

fluency in English and excellent writing and computer skills.

The specialist’s tasks will include, but not be limited to, the following:

provide recommendation and advice (a) to assist MMRE to develop and prepare
the SWER design for demonstration bag centers, and (b) for the selection of
transmission equipment and protection facilities;

assist the team leader in preparing the instruction manual and procedures for
construction and operation of the SWER system;

organize training and provide required information to staff from MMRE and local
distribution companies regarding the SWER system, e.g., use of ground return,
isolating transformers, protection relays, and devices;

organize training among local engineers and workers for installation and
operation of the SWER system, and assist in the supervision and monitoring of
work at the construction site;

assist the team leader in the implementation and management of the overall
grant Project and supervision of national consultants; and

assist the team leader in the establishment of baseline data and impact
assessment.
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d. Financial Specialist (1 person-month intermittent)

Qualifications. The specialist’s qualifications will be as follows:

i)
ii)
iii)
iv)
v)

P

Tasks.

(i
i)

—

university degree in business administration, accounting, or finance;
experience working with international development organizations;
knowledge in ADB’s disbursement procedures is preferred;
experience working in Mongolia or similar countries;

fluency in English and excellent writing and computer skills.

The specialist’s tasks will include, but not be limited to, the following:

assess the budgetary operating cost implications in the implementation of the
proposed Project;

determine the cost of procuring and installing the recommended equipment and
materials, and the time required (procurement for the required information
technology equipment will be arranged by the project implementation unit);
oversee the project implementation to be carried out by the national consultant;
and

assist the team leader in the establishment of baseline data and impact
assessment.

National Consultants (total of 44 person-months)
a. Electrical Engineer/Deputy Team Leader (13 person-months

intermittent) will assist the team leader and design drawing and high
voltage grid specialists (international).

Qualifications. The specialist’s qualifications will be as follows:

(i)

(ii)
(iif)
(iv)
(v)

university degree in electrical engineering,

in-depth technical knowledge of the transmission and distribution grid and rural
area electrification,

knowledge in ADB’s disbursement procedures is preferred,

experience working for internationally funded projects, and

working knowledge of English and excellent writing and computer skills.

The specialist’s tasks will include, but not be limited to, the following:

when the international electrical engineer and team leader is not in Mongolia,
implement and manage the overall grant Project and other international and
national consultants;

establish technical and gender-focused socioeconomic baseline data for pilot
project areas and conduct impact survey (with-without and before-after
evaluation) at the end of the Project; a comparison group shall be selected from
the list of candidate bag centers to conduct the with-without survey;

in consultation with the other members of the team, prepare the technical
specification, contract packaging, and implementation schedule in accordance
with ADB policies;

assist MMRE to advertise the bids; carry out the bid evaluation; and prepare bid
evaluation reports, contract negotiations, and contract awards;

supervise the supply and installation of transmission and distribution equipment
and facilities;

organize training for local engineers and workers of power utilities;

organize midterm and final workshop as necessary;

prepare all required reports;
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(ix)
(x)
(xi)

prepare a project marketing brochure for information dissemination;
establish a database of project accounts and procedures; and
manage and monitor all project accounts.

b. Design Drawing Specialist (6 person-months, intermittent) will assist
the team leader and design drawing specialist (international).

Qualifications. The specialist’s qualifications will be as follows:

(i)

(ii)
(iii)

university degree in the development of design drawings for the transmission and
distribution grid,

in-depth knowledge in transmission and distribution grid and rural area
electrification,

experience working for internationally-funded projects, and

working knowledge of English and excellent writing and computer skills.

The specialist’s tasks will include, but not be limited to, the following:

provide recommendation and advice to assist MMRE to develop and proceed
with the design drawings in selected bag centers and assist in the supervision
and monitoring of work at the construction site,

assist team leader in implementation and management of the overall grant
Project and national consultants, and

assist team leader in the establishment of baseline data and impact assessment.

c. High Voltage Grid Grounding Engineer (6 person-months intermittent)

Qualifications. The specialist’s qualifications will be as follows:

(i)

university degree in electrical engineering, with experience in rural development
and training;

in-depth knowledge in grounding equipment and protection facilities for
transmission grid up to 110 kV voltage level with SWER system and high voltage
grounding system;

experience working for internationally-funded projects; and

working knowledge of English and excellent writing and computer skills.

The specialist’s tasks will include, but not be limited to, the following:

provide recommendation and advice to assist MMRE (a) develop and proceed
with the design drawings for grounding system in selected bag centers; (b) in the
selection of transmission equipment and grounding and its protection facilities, as
well as on required isolating transformer; and (c) during installation works;
organize training among local engineers and workers for installation and
operation of the SWER system;

supervise and monitor work at the construction sites;

assist team leader in the implementation and management of the overall grant
Project and national consultants; and

assist team leader in the establishment of baseline data and impact assessment.
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d. Relay Protection and Automatics Engineer (6 person-months
intermittent)

Qualifications. The specialist’s qualifications will be as follows:

(i) university degree in electrical engineering, with experience in rural development
and training;
(i) in-depth knowledge in grounding equipment and protection facilities for

transmission grid up to 110 kV voltage level with SWER system; and
(iii) working knowledge of English and excellent writing and computer skills.

Tasks. The specialist’s tasks will include, but not be limited to, the following:

(i) provide recommendation and advice (a) in the selection of transmission
equipment and relay protection and automatics, as well as convertor if required,
and (b) during installation works;

(i) organize training among local engineers and workers for the installation and
operation of modern relay protection and automatics for the SWER system;

(iii) supervise and monitor work at the construction site;

(iv) assist team leader in the implementation and management of the overall grant
Project and national consultants; and

(v) assist team leader in the establishment of baseline data and impact assessment.

e. Project Account Management Specialist (6 person-months
intermittent) will assist the team leader and project account management
specialist (international).

Qualifications. The specialist’s qualifications will be as follows:

(i) university degree in business administration, accounting, or finance;

(i) experience working with international development organizations;

(iii) knowledge in ADB’s disbursement procedures is preferred; and

(iv) working knowledge of English and excellent writing and computer skills.

Tasks. The specialist’s tasks will include, but not be limited to, the following:

(i) prepare economic analysis for the proposed Project;

(i) provide investment cost return value;

(iii) assess the budgetary operating cost implications of the implementation of the
proposed Project;

(iv) assist the financial specialist to determine the cost of procuring and installing the
recommended equipment and materials, and the time required;

(v) assist team leader in the establishment of baseline data and impact assessment;
and

(vi) establish a database of project accounts and procedures.

f. Geodesy Specialist (3 person-months intermittent) will assist the team
leader and the design drawings specialist.

Qualifications. The specialist’s qualifications will be as follows:

(i university degree in environment or geodesy,

(i) experience working with international development organizations, and
(iii) working knowledge of English and excellent writing and computer skills.
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21. Tasks. The specialist’s tasks will include, but not be limited to, the following:
(i) assist the project manager and design drawings specialist to prepare the route of
the transmission and distribution lines and determine geodesy conditions, and
(i) prepare geodesy map for the design of transmission and distribution grid.
g. Transmission Grid and Substation Engineer (4 person-months

intermittent)

22. Qualifications. The specialist’s qualifications will be as follows:

(i) university degree in electrical engineering, with experience in rural development
and training;
(i) in-depth knowledge in transmission and distribution equipment as well as

substations with the SWER system; and
(iii) working knowledge of English and excellent writing and computer skills.

23. Tasks. The specialist’s tasks will include, but not be limited to, the following:
(i) provide recommendation and advice (a) in the selection of transmission and
substation equipment, and (b) during installation works;
(i) organize training among local engineers and workers for installation and

operation of transmission grids and substations for the SWER system;

(iii) supervise and monitor work at the construction site;

(iv) assist team leader in the implementation and management of the overall grant
Project and national consultants; and

(v) assist team leader in the establishment of baseline data and impact assessment.

B. Reporting Requirement

24, Three printed copies of all reports should be submitted to ADB and MMRE in both
English and Mongolian. The reports should also be submitted as a soft copy on CD-ROM.

25. Inception report. Two weeks after the beginning of the assignment, the consultant will
submit a draft inception report and it will be discussed in the inception meeting. The inception
report will be revised, incorporating comments and suggestions from the inception meeting. The
final inception report shall be submitted within 2 weeks after the inception meeting.

26. Midterm report. Seven months after commencement of the assignment, the midterm
report shall be prepared. Description of general project progress, technical and gender focused
socioeconomic baseline data of selected bag centers, bidding related activities, projected
contract award, and disbursement shall be included in the report. A tripartite meeting will be
held to endorse the report.

27. Draft final report. Upon completion of project implementation, the consultant will
prepare a draft final report. Upon submission of the draft final report, a final workshop will be
held, attended by relevant stakeholders, to get feedback on the report.

28. Final report. The consultant will submit the project final report within 1 month from the
final workshop, incorporating all comments and feedback from the relevant stakeholders.

29. The consultant will send a brief monthly project progress report by e-mail to parties
concerned to share updates on major progress and issues needing to be resolved.
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Consulting Inputs by Component

Person-Months

International consultants
National consultants/nongovernment
organizations
Total

12
44

56

Source: Asian Development Bank estimates.
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	$2,400,000
	15 months (December 2009–February 2011)
	1. Description of the Components, Monitorable Deliverables and/or Outcomes, and Implementation Timetable
	1. Preparation of design and technical specifications. Consultants will prepare a draft single-wire earth return (SWER) system design and technical specification, which will be part of the bidding documents, and shall be approved by the project steering committee (PSC). 
	2. Preparation of bid documents and evaluation criteria. A set of draft bidding documents and evaluation criteria will be prepared by the consultants and shall be reviewed by Asian Development Bank (ADB) and approved by the PSC. 
	3. Competitive bidding, evaluation of bids, and contract award. On approval of the bidding document by the PSC, the Executing Agency (EA) will invite bids, evaluate bids, seek approval of ADB for the bid evaluation report, and award contracts for supply of goods and works for construction of the projects.
	4. Construction of transmission and distribution lines. Selected contractors will construct the transmission and distribution lines according to the technical specifications. Construction shall be done from July and October 2010. Upon completion of construction, commissioning and an acceptance test will be conducted and endorsed by the State Inspection Commission.
	5. Training to local electricity distribution companies. An adequate number of training courses will be provided by the consultants and the Ministry of Mineral Resources and Energy (MMRE) for staff of local electricity distribution companies to familiarize them on the technical features of the SWER system and necessary knowledge regarding (i) operation and maintenance, (ii) appropriate methodology and installation procedure for network expansion, and (iii) management skill on stocks and equipment. 
	2. Financing Plan for Proposed Grant to be Supported by JFPR
	3. Background
	4. Innovation and Knowledge Sharing
	5. Sustainability
	6. Participatory Approach 
	7. Coordination
	8. Detailed Cost Table 

	Energy 2000Review of the Energy Sector Policy of ADB5

	3. Incremental ADB Costs
	Component
	Incremental ADB Cost
	Amount requested 
	$0
	Justification
	Not applicable
	Type of work to be rendered by ADB
	Not applicable
	a. Involuntary Resettlement
	b. Labor
	1. Anticorruption
	2. Scaling-Up Strategy
	3. Operation and Maintenance 
	G. Reporting Requirements
	H. Grant Monitoring and Evaluation
	1. International Consultants (total of 12 person-months)
	a. Electrical Engineer/Team Leader (6 person-months, intermittent) 
	b. Single-Wire Earth Return System Design Specialist (2.5 person-months intermittent) 
	c. Protection and Safety Specialist (2.5 person-months intermittent) 
	d. Financial Specialist (1 person-month intermittent) 

	2. National Consultants (total of 44 person-months)
	a. Electrical Engineer/Deputy Team Leader (13 person-months intermittent) will assist the team leader and design drawing and high voltage grid specialists (international).
	b. Design Drawing Specialist (6 person-months, intermittent) will assist the team leader and design drawing specialist (international).
	c. High Voltage Grid Grounding Engineer (6 person-months intermittent) 
	d. Relay Protection and Automatics Engineer (6 person-months intermittent) 
	e. Project Account Management Specialist (6 person-months intermittent) will assist the team leader and project account management specialist (international).
	f. Geodesy Specialist (3 person-months intermittent) will assist the team leader and the design drawings specialist.
	g. Transmission Grid and Substation Engineer (4 person-months intermittent)
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