
Additional Financing for the Southeast Gobi Urban and Border Town Development Project (RRP MON 42184-027) 

SUMMARY OF PROJECT PERFORMANCE  
 
A. Background 
 
1. On 19 April 2010, the Asian Development Bank (ADB) approved a grant of $15 million for 
the Southeast Gobi Urban and Border Town Development Project.1 The grant closing date is 31 
May 2019. The anticipated impact of the project is to contribute to enhanced economic 
development and livability in the aimag (provincial administrative unit) centers and mining and 
border towns in Southeast Gobi. The expected outcome of the project is improved urban 
development and governance and expanded access to sustainable infrastructure and public utilities 
services in the Southeast Gobi. 
 
2. In 2015, the Government of Mongolia requested additional financing for the project to scale 
up activities so that additional benefits could be generated in the two aimag centers included in the 
original project and an additional two aimag centers in Arkhangai and Uvurkhangai. On 22 April 
2016, ADB approved a loan of $19.43 million for additional financing of the Southeast Gobi Urban 
and Border Town Development Project. This extended the geographical scope of the original 
project to further benefit aimag centers in other regions of the country. While the original project 
has expanded urban infrastructure and services and improved the urban environment, it has not 
yet dealt with the issue of treating wastewater so that effluents consistently meet government 
discharge standards year-round.  
 
3. The proposed second additional financing will enable five more aimag centers to construct 
and operate wastewater treatment plants (WWTPs) that (i) are well-suited to Mongolian conditions, 
(ii) will treat wastewater to achieve national discharge standards, and (iii) provide opportunities for 
wastewater reuse. The existing wastewater treatment systems serving these aimag centers are 
rudimentary and fail to achieve national discharge standards. The additional financing will also 
continue to strengthen system sustainability to enhance wastewater management capabilities of 
the aimag public utility service organizations (PUSOs) in both current and additional aimag centers. 
 
B. Performance of the Project 
 
4. The project has made substantial progress towards achieving expected outcomes for the 
original grant project, including (i) urban service and utility coverage within urban core areas 
approaching 100%; (ii) 95% of ger (traditional felt tent) area dwellers with satisfactory access to 
potable water from water kiosks, reducing by more than 20% the time taken by women and children 
to collect water; (iii) new service and utility systems installed and fully and sustainably operational; 
and (iv) cost recovery efficiency by service providers increased by more than 95%. Under the first 
additional financing, construction work on two of the four aimag centers has started (Umnugovi and 
Uvurhangai), a civil works package for a third aimag center is under bid evaluation (Arkhangai), 
and bidding documents for a civil works package are being finalized for the fourth aimag center. 
Consequently, tender and contract award is on track with implementation schedules. The project 
is performing well, meeting all five standards for additional financing stipulated in the Operations 
Manual.2  
 
5. Delivery of expected outputs. The project has performed well in delivering anticipated 

                                                
1  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Grant to the 

Government of Mongolia for the Southeast Gobi Urban and Border Town Development Project. Manila.   
2 ADB. 2008. Additional Financing. Operations Manual. OM H5/OP. Manila (para. 3). The five standards are (i) delivery 

of expected outputs, (ii) satisfactory implementation progress, (iii) satisfactory compliance with safeguard policy 
requirements, (iv) successful management of risks, and (v) on-track rating. 

http://www.adb.org/Documents/RRPs/?id=42184-027-3
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outputs. Some variations were made in the scope of initial grant-funded project components during 
project execution to reflect changing conditions in rapidly growing and developing urban centers. A 
summary of achievements against output targets is shown the table. 
 

Table 1: Achievement of Project Outputs 
Output  Achievement 
Part A 
Operating management 
contracts for provision of basic 
services in place and 
operational in both project 
aimags by November 2014 

Lease agreements established between local governments and public urban 
service organizations (PUSOs). On the basis of the draft lease agreements for 
each soum (administrative subunit of aimag) center, aimags’ citizen 
representative khurals (citizens’ representative committee) issued orders to 
implement the lease agreements (4 December 2013 for Dornogovi and  
15 January 2015 for Omnogovi). Local PUSOs are gradually providing water 
supply, sewerage, and heating services in accordance with lease agreement 
conditions. 

Urban plans prepared, adopted, 
and implemented by 
participating aimag and soum 
governments by November 
2014 

General urban plans for Khanbogd, Tsogttsetsii, and Gurvantes soums of the 
Omnogovi aimag prepared and approved by the aimag citizen representative 
khural on 27 March 2014 and by the state expertise on 6 August 2015. The 
general plan for the Sainshand soum of Dornogovi aimag and the New 
Sainshand residential district partial general plan were prepared and approved 
by the aimag citizen representative khural on 4 December 2013 and by the state 
expertise on 24 June 2015. Implementation of general plans in terms of 
infrastructure construction has already started in line with project implementation. 

At least 30% of participants in 
consultative workshops are 
women 

On track. Capacity building seminars and trainings on (i) institutional and human 
resource development organized (21 February 2013, 10–11 April 2014, and  
22 April 2014) for 145 officials of Omnogovi and Dornogivi aimags, of which 31% 
were women; (ii) urban planning and implementation of general plan  
(6 May 2015) for 53 officials of the executing agency, implementing agency, and 
soums of two aimags (41.5% women); and (iii) three training sessions organized 
in Ulaanbaatar City on 7 June 2014 on land acquisition and resettlement, of which 
28.5% of participants were women. 

Zamyn Uud-Erlian Joint Border 
Development Commission 
established with the urban 
development working group 

Proposal for the new Law on Border Checkpoints aims to establish a national 
level border agency responsible for establishing joint commissions with each 
neighboring border points submitted in April 2013. The new law was enforced in 
April 2014 and the establishment of cross border commissions by relevant 
organizations is ongoing. 

Part B  
At least 38 kilometers (km) of 
transmission and distribution 
water mains installed by 
September 2015 

A total of 39.4 km of water supply pipeline installed:1.4 km in Dalanzadgad,  
6.8 km in Sainshand, 13.4 km in Zamyn Uud, 5.7 km in Gurvantes, 6.6 km in 
Tsogttsetsii, and 5.5 km in Khanbogd. 

11 water kiosks constructed 
and operational in ger areas by 
September 2015 

Eleven kiosks constructed and in operation: three in Zamyn Uud, three in 
Gurvantes, three in Tsogttsetsii, and two in Khanbogd.  

Three water reservoirs 
constructed by September 
2015 

One 1,000 cubic meter (m3) water reservoir and three 100 m3 water reservoirs 
constructed: one 1,000 m3 water reservoir in Dalanzadgad (24 October 2013), 
one 100 m3 water reservoir in Gurvantes (13 November 2014), and two 100 m3 
water reservoirs in Tsogttsetsii (3 June 2015). 

At least 28 km of sewers 
installed and operational by 
September 2015 

A total of 35.9 km of sewerage pipeline installed and in operation: 4.7 km in 
Dalanzadgad, 5.0 km in Sainshand, 7.9 km in Zamyn Uud, 4.1 km in Gurvantes, 
5.8 km in Tsogttsetsii, and 8.4 km in Khanbogd. 

At least two wastewater 
treatment plants constructed 
and operational by September 
2015 

Two wastewater treatment plants constructed and operational: 200 m3/day 
capacity treatment plant in Gurvantes soum and 690 m3/day capacity treatment 
plant in Khanbogd soum.  

Two wastewater pumping 
stations installed and 
operational by September 2015 

Three sewage pump stations constructed and operational: two in Zamyn Uud 
and one in Tsogttsetsii. 

Eight heating boilers of 4 
megawatt supplied, installed, 

8.4 MW heating boiler constructed in Sainshand, handed over on 22 May 2015, 
and operational by first quarter (Q1) of 2016.  
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Output  Achievement 
and operational by September 
2015 
At least 8 km of heating 
pipeline supplied, installed, and 
operational by September 2015 

7.7 km heating pipeline installed: 2.7 km in Sainshand, 3 km in Zamyn-Uud, and 
2 km in Khanbogd.  

Three heat distribution centers 
installed and operational by 
September 2015 

Three heat distribution centers constructed in Zamyn Uud and commissioned 
with the completion of a heating plant (constructed under another project in 
Q2 of 2016). 

About 9 km of concrete access 
roads constructed by 
September 2015 

6 km of roads constructed: 2 km in Sainshand, 2 km in Tsogttsetsii, and 2 km in 
Gurvantes. 

Two solid-waste landfill sites 
constructed and operational by 
September 2015 

Solid waste landfill sites in Sainshand and Tsogttsetsii constructed with local 
funds and operational; project provided waste collection equipment. 

12 sets of tractors and trailers 
for solid waste collection 
supplied and operational by 
May 2014 

12 trucks and loaders supplied to the project soums in February 2014 and 
operational. 

At least 2 km of storm water 
drainage line installed and 
operational by September 2015 

1.9 km flood dam constructed in Gurvantes and operational as of October 2015. 

At least 30% of participants in 
public meetings on project 
design and construction 
activities are women 

For all project meetings and consultation activities, including project 
infrastructure design, general plan preparation, and construction work, more than 
30% of participants were women. 

Southeast Gobi Urban and Border Town Development Project (Additional Financing) 
At least 9,000 m3/day of fully 
treated wastewater discharged 
in four aimags (2015 baseline: 
0 m3/day) 

The plan is to construct WWTPs with a capacity of 3,000 m3/day in Arkhangai, 
Uvurkhangai, Umnugovi, and Dornogovi aimags. Construction packages for 
Uvuvrkhangai and Umnugovi have started. A bid for Arkhangai is under 
evaluation (construction is expected to start in June 2018) and bidding 
documents are being finalized for Dornogovi. A total of 12,000 m3/d wastewater 
will be treated in four project aimag centers. 

At least three of four PUSOs 
have annual revenues greater 
than expenses (2014 baseline: 
1) 

Time is insufficient for this outcome to be realized. A consulting service contract 
to provide capacity building to PUSOs was awarded in 2017 and this work is 
still ongoing. 

At least 90% of new 
infrastructure projects started in 
2016–2020 follow approved 
urban master plans in soums 
and aimag centers (2014 
baseline: not applicable 

All project site infrastructure works are in line with the master plans of cities. 

At least 30 km of sewer pipes 
installed and operational by 
2020 (2010 baseline: 0, 2015 
baseline: 28) 

Not yet started.  

Three WWTPs of 3,000 m3 and 
one of 4,200 m3 constructed 
and operational by 2020 (2015 
baseline: 0) 

Construction of new WWTPs of 3,000 m3 started in 2017 for two project aimags. 
and for a third project aimag in 2018. The WWTP capacity of 4,200 m3/d has 
been reduced to 3,000 m3/d in Dornogovi aimag. 
 

At least 100 PUSO and local 
government staff with new 
knowledge and skills on 
wastewater operations and 
management by 2020, of which 
35% are women (2010 
baseline: not applicable) 

Training for PUSOs and government staff ongoing. 

 
6. The project is well positioned to achieve the anticipated outcomes and has made significant 
progress toward achieving them. The grant project has (i) significantly improved access to water 
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supply, sewerage, solid waste management, and heating coverage in planned (non-ger) areas in 
the project soums; (ii) ensured that almost 95% of ger area dwellers in the project soums have 
access to potable water supply within 300 meters of their dwellings; (iii) reduced the time taken by 
women and children in water collection; and (iv) established and made operational new water 
supply sewerage and heating networks. The first additional financing project has made the following 
progress: (i) consulting services contracts for project management and implementation support, 
and for organizational development and capacity building, have been signed and consultants are 
performing duties in accordance with implementation plan; and (ii) construction work on WWTPs 
for two of four aimag centers out has started, which allows the completion of the works and 
commissioning of the plants within the planned two construction seasons. For the remaining two 
aimag centers, WWTP works are expected to start in July 2018. 
 
7. Satisfactory implementation progress. The grant project has been implemented on time. 
At the end of June 2018, with 99.3% of project time elapsed, physical progress was at 99.3% and 
grant disbursement at 97.0%. The S-curve graph in Figure 1 shows the pattern of cumulative 
contract awards and grant disbursements over the project to the end of Q4 2017 (actuals). The 
contract award curve is irregular, reflecting the lumpy nature of contracts process because of the 
cold climate, which results in short construction seasons. However, the disbursement curve is 
smooth. The S-curve graph in Figure 2 shows progress for the first additional project. A lag early 
in the project reflects the time taken to establish the project offices and procedures, carry out and 
approve designs and contract documentation, carry out tendering, and obtain steering committee 
approvals. This was expected for this kind of project.  
 
8. Satisfactory compliance with safeguard policy requirements. Safeguard requirements 
have been met satisfactorily. Environmental and social safeguard screening procedures have been 
well established under the current project 3  and applied to all subprojects. The environment 
management plan has been executed according to safeguards requirements. 
 
9. Successful management of risks. The reports and recommendations of the President for 
the current project identified the following key project risks: (i) poor capital investment and budget 
planning, (ii) underdeveloped institutional frameworks and poor capacity, (iii) lack of monitoring and 
evaluation, (iv) poor procurement integrity, and (v) weak national contractors. Project management 
and implementation support provided by the project management unit (PMU) and project 
implementation units successfully managed most of the risks by (i) building the capacity of local 
government service institutions in investment planning and improved service delivery and operation, 
(ii) supporting institutional change on measuring and improving service delivery performance, (iii) 
adopting a modality for procurement of priority infrastructure improvements to attract better-
qualified national contractors, and (iv) combining individual small civil works activities into larger 
contract packages to generate economies of scale. The current project did not involve any technical 
risks. Conventional engineering designs with proven records of reliable performance were adopted 
for water supply, wastewater management, heating supply, solid waste management, and roads.  
 
10. On track rating. The performance of the current project is rated on track. 

 
11. Second additional financing priority met. The additional financing has a high degree of 
readiness since subprojects are identified, detailed designs prepared, due diligence carried out, 
and feasibility established. Implementation capacity is well advanced through the PMU’s 
experience; similar safeguard requirements have been met under the current project. The PMU’s 
capacity for project management, implementation support, and due diligence (including for 
                                                
3  For clarity, the original grant and first additional financing loan are referred to as “the current project” and the proposed 

second additional financing as the “proposed project.” 
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safeguards), built during the current project, adds to project readiness. The subprojects included 
under the first additional financing build on the urban infrastructure and service improvements 
carried out in Dalanzadgad and Sainshand under the grant project. The subprojects included under 
the second additional financing project build on the experience gained from the first additional 
financing project. 
 

Figure 1: S-Curve of Cumulative Award and Disbursement of Grant  

 
Source: Asian Development Bank. 

 
Figure 2: S-Curve of Cumulative Award and Disbursement of First Additional Financing 

 
Source: Asian Development Bank. 

 
C. Conclusion 
 
12. The project has performed well, delivered the anticipated outputs, and made significant 
progress in delivering the proposed outcomes of improved access to urban services and utilities. It 
has contributed towards this achievement through urban services expansion and improved access 
to urban services and utilities. The proposed second additional financing will deepen and intensify 
the benefits of the project for proposed aimag centers by improving the performance of wastewater 
management systems, dramatically enhancing the quality of wastewater effluent, and providing 
opportunities for reusing wastewater in intensely water-scarce regions. The second additional 
financing will also enable these same benefits to be rolled out to other fast-growing aimag centers, 
improving the performance of their wastewater management infrastructure, and contributing to an 
improved urban environment and enhanced socioeconomic conditions. 


