
Sustainable Tourism Development Project (RRP MON 50013) 

 

FINANCIAL ANALYSIS 
 

A. Introduction 
 
1. This financial analysis includes (i) a fiscal sustainability analysis to assess the capacity of 
the final borrower, the Government of Mongolia, to provide sufficient funds for all incremental 
recurrent costs incurred by the project. Project financing is reliant on government budget 
resources and (ii) a financial statement analysis for the Chinggis Khaan Tourism Complex 
(CKTC). The financial analysis of the project was carried out in accordance with Asian 
Development Bank (ADB) policies and guidelines for financial analysis of projects.1 
 
2. The project has four outputs: (i) inclusive planning and capacity for community-based 
tourism enhanced, (ii) enabling infrastructure for tourism constructed, (iii) waste management 
improved, and (iv) park management strengthened. The project outputs will (i) improve tourism 
marketing and tourist information, establish and apply national ecotourism standards among tour 
camp operators, and provide training to households in local communities to maximize income 
opportunities from tourism; (ii) seal the roads leading to and through the main tourism cluster in 
the parks and expand parking spaces; (iii) scale up solid waste and sanitation management with 
waste collection and disposal facilities; and (iv) design and construct a new park headquarters 
and visitor center with displays at the Khuvsgul Lake National Park (KLNP), and the CKTC at the 
Onon-Balj National Park (OBNP); and provide training and awareness building programs for park 
managers. 
 
B. Fiscal Analysis – Government of Mongolia 
 
3. The fiscal sustainability analysis of the government involves incremental recurrent costs 
analysis of all project components that are not intended to recover all or a portion of costs through 
incremental tariff revenues. The government will be responsible for servicing the ADB loan. For 
the fiscal sustainability analysis, the operation and maintenance (O&M) cost, counterpart fund 
requirements, and debt service payments were compared with the projected revenues and 
expenditures of the government to assess the fiscal capacity. Two benchmarks for assessment 
of capacity were used: (i) the government has fiscal surplus to absorb project incremental costs; 
and (ii) the project-related fiscal burden is acceptable, provided it does not exceed 2% of 
revenues. 
 
4. Gross public debt in Mongolia declined in 2017 from 87.6% of gross domestic product 
(GDP) at the end of 2016 to 84.6% at the end of 2017.2 The decline was due to a narrowing of 
the fiscal deficit; strong real growth in GDP (5.1%); an appreciation of the Mongolian togrog 
(2.5%); and falling real interest rates because of a shift to concessional borrowing and the impact 
of a fiscal stabilization program launched by the government in 2017, with assistance from the 
International Monetary Fund (IMF) and other development partners. The government and the 
International Monetary Fund expect these trends to continue, resulting in a decline in public debt 
to about 37.0% of GDP by 2027. Risks to this favorable scenario include a slowdown in GDP 
growth resulting in a decline in fiscal revenues and increased pressure for social expenditures, 
and possible depreciation of the togrog, which would raise the cost of foreign-denominated debt. 

                                                
1 ADB. 2014. Financial Management, Cost Estimates, Financial Analysis, and Financial Performance Indicators. 

Operations Manual. OM G2/BP. Manila; ADB. 2009. Financial Due Diligence: A Methodology Note. Manila; and ADB. 
2005. Financial Management and Analysis of Projects. Manila. 

2  International Monetary Fund. 2018. Staff Report for the Third Review Under the Extended Fund Facility—Press 
Release; Staff Report; and Statement by the Executive Director for Mongolia. IMF Country Report. No. 18/98. 
Washington, DC: IMF. 

http://www.adb.org/Documents/RRPs/?id=50013-002-3
http://www.adb.org/Documents/RRPs/?id=50013-002-3
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5. Loan financing costs for the two ADB loans will be the responsibility of the Ministry of 
Finance. Total incremental costs from the project represent about 0.05% of government revenues 
during the operations phase. The government fiscal deficit and public debt levels are projected to 
decline steadily in line with continued strong growth in real GDP, reaching a modest surplus, and 
42.0% of GDP, by 2026. It is concluded that the project-related fiscal burden is acceptable.  
 
6. Government organizations directly involved in project implementation include the Ministry 
of Environment and Tourism (MET), the project executing agency, and two implementing 
agencies—MET’s Department of Protected Area Management (for the KLNP components) and 
Department of Tourism Policy Coordination (for the OBNP components). Project facilitation and 
support will be provided by Khuvsgul and Khentii aimag (province) governments and the KLNP 
and OBNP administrations. Fiscal sustainability has been assessed for these organizations. 
 
7. The KLNP and OBNP administrations, and Khuvsgul and Khentii aimag governments, will 
be responsible for O&M of the project components. O&M costs and the responsibilities of specific 
agencies have been established. Following established government fund flow procedures, the 
park administrations and provincial government agencies will receive budgetary support from the 
central government to supplement the revenues from park operations, to ensure that O&M costs 
are fully covered. Park administrations and provincial government agencies are therefore highly 
dependent on central government financial support, which indicates a substantial risk to the fiscal 
sustainability of the project. 
 
8. The MET and Khuvsgul Aimag government overspent their budgets from 2014 to 2017. 
Since the implementation of the fiscal stabilization program in 2017, fiscal performance has 
greatly improved, with fiscal deficits narrowing sharply for Khuvsgul Aimag and almost zero 
surplus for the MET in 2016 and 2017. The KLNP and OBNP administrations, whose budgets are 
incorporated in the MET budget, have traditionally maintained their annual budgets and 
expenditures without deficits or surpluses. Since each subproject is expected to operate profitably 
from 2025 onward, the MET (through the KLNP and OBNP administrations) and the Khuvsgul 
and Khentii aimag governments are expected to transfer substantial sums to the central 
government during the operations phase. 
 
C. Incremental Recurrent Costs Analysis  
 
9. No formal entity is in place to manage tourism in the KLNP or OBNP. The existing KLNP 
and OBNP administrations are narrowly focused on environmental monitoring and enforcement 
of protection policies. With the project, park administration functions will expand. The shared 
institutional responsibilities to carry out these functions are summarized in Table 1. 
 
10. Responsibility for O&M of project facilities is allocated to national and local agencies as 
shown in Table 1. The costs of O&M for the first year of operations are estimated based on (i) the 
itemized costs for staff salaries, water supply, heating, power, sanitation and/or solid waste 
management for the facility; (ii) an assumed annual maintenance cost for the facilities equivalent 
to 2% of the estimated capital expenditure for construction; and (iii) for the roads, national rates 
for O&M. 
 
11. The proposed entrance fee rates based on the 2018 tourism survey will generate sufficient 
revenue to cover the project-related incremental O&M expenditures. Following established central 
and local government procedures, institutional responsibility for O&M of park infrastructure is 
distributed across several different entities at the local, provincial, and national levels. Under 
existing fee collection arrangements at the KLNP and OBNP, 70% of entrance fees collected from 
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domestic tourists is retained by the respective aimag governments and the balance of 30%, as 
well as 100% of international visitor fees, is retained by the park administrations and transferred 
to the national treasury.   
 
12. Entry fee rates and fund flow mechanisms for protected areas in Mongolia are established 
by the Ministry of Finance and MET; and governed under Mongolia’s Law on Special Protected 
Areas, 2014. The law is under revision, including a proposal that protected area administrations 
be entitled to establish entrance fee rates and retain the revenue collected to meet O&M 
expenses. It is unclear at this stage what procedures are necessary to implement the revised law 
(which has been under central government review for 3 years), but if the revised law is enacted, 
the project financial assessments indicate that the KLNP and OBNP administrations have the 
capacity to manage their revenue. Central government funding will continue for the O&M costs of 
the project-funded roads, landfills, and wastewater treatment plants (located in the parks and their 
buffer zones). Without the proposed revision and enactment of Mongolia’s Law on Special 
Protected Areas, all government organizations involved in project implementation are highly 
dependent on the central government, which indicates a substantial risk to the fiscal sustainability 
of the project. 
 
D. Financial Statement Analysis  
 
13. The CKTC is envisioned to be a state-owned enterprise that will be established to manage, 
operate, and maintain the CKTC assets financed by the project on behalf of the Government of 
Mongolia. The facilities financed under the project will be retained by the Government of Mongolia, 
which will retain the responsibility for repaying the loans and bearing the cost of depreciation. 
 
14. The costs of establishing the CKTC in operations—including marketing, branding, 
promotion, legal expenses, recruitment, training, retaining staff, maintaining facilities, and 
purchasing operational equipment—will be borne by the CKTC. Revenues earned by the CKTC, 
largely in the form of entrance fees, will be retained by the CKTC to cover expenses. The CKTC 
is expected to begin operations in June 2025. 
  
15. Based on the assumptions described above, financial statements and the resulting ratios 
are estimated for the CKTC in Table 2. Projected revenues are accounted for under current 
assets, and operational expenditures (salaries and wages, recurrent marketing costs, water, 
power, sanitation, and heating costs, and administration and general costs) are accounted for 
under current liabilities. Current assets include start-up capital provided by the Government of 
Mongolia in 2024 and 2025 to the CKTC to cover pre-opening expenditures. Fixed assets 
comprise the durable operational equipment purchased by the CKTC in the pre-opening phase. 
There are no long-term liabilities. Owner’s equity consists of net fixed assets and retained 
earnings. 
 
16. The financial statement analysis in Table 2 provides an overview of the expected financial 
viability of the CKTC. The essential financial ratios are reasonable in all years except for 2026, 
when visitation is only beginning to gather strength and revenues are insufficient to cover 
expenses. Thereafter, retained earnings grow at a healthy pace. 
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Table 1: Summary of Estimated First-Year Operation and Maintenance Costs of Project Facilities 

Item Quantity  
Responsible for  

Financing of O&M Cost 
Responsible for  

O&M Arrangements  

Annual  
O&M Cost  

(MNT)a 

Khuvsgul subproject         
Murun square 1 Khuvsgul Aimag  Khuvsgul Aimag  86,727,733 

Road (Khatgal main road to Khatgal–Jankhai–
Toilogt gravel road) 

2.0 km MRTD  MRTD  19,053,022 

Road (Khatgal–Jankhai–Toilogt gravel road)  30.4 km MRTD  MRTD  289,585,924 

Road (Khatgal main road to Huzuuvchi) 5.5 km Khuvsgul Aimag  Khuvsgul Aimag  18,521,285 

Car parks 8 MRTD, Khuvsgul Aimag, 
KLNP Administration  

MRTD, Khuvsgul Aimag, 
KLNP Administration  

9,144,819 

Khatgal landfill (3 staff, vehicle fuel, etc.) 1 Khatgal Town Government  Khatgal Town Government 44,260,501 

Khatgal WWTP (3 staff, vehicle fuel, etc.) 1 Khatgal Town Government Khatgal Town Government 53,263,172 

Khankh landfill (3 staff, vehicle fuel, etc.) 1 Khankh Soum Government  Khankh Soum Government  44,260,501 

Khankh WWTP (3 staff, vehicle fuel, etc.) 1 Khankh Soum Government Khankh Soum Government 53,263,172 

KLNP HQ/VC (14 staff, heating, water) 1 KLNP Administration KLNP Administration 294,692,702 

Public toilets 29 KLNP Administration KLNP Administration 1,795,270 

Public trails (annual grading) 15.0 km KLNP Administration KLNP Administration 19,479,464 

Fee collection stations (2 staff) 2 KLNP Administration KLNP Administration 14,651,716 

Road control station  1 KLNP Administration KLNP Administration 9,768,688 

Khentii subproject        
 

CKTC (35 staff, vehicles, etc.) 1 CKTC company CKTC company 774,371,871 

Road to CKTC 2.6 km CKTC company CKTC company 24,767,875 

Power line to CKTC 4.5 km CKTC company CKTC company - 

Parking lot (2 in CKTC, 1 at soum entrance),  
public toilets 

3 CKTC company CKTC company 7,415,358 

Ticket booth–OBNP (soum entrance) 2 OBNP Administration OBNP Administration 16,281,147 

Dadal landfill (3 staff, vehicle fuel etc.) 1 Dadal Soum Government Dadal Soum Government 44,260,501 

               Total    1,825,564,721 
CKTC = Chinggis Khaan Tourism Complex, HQ/VC = headquarters and visitor center, KLNP = Khuvsgul Lake National Park, km = kilometer, MRDT = Ministry of 
Roads and Transport Development, OBNP = Onon-Balj National Park, WWTP = wastewater treatment plant. 
a  Operation and maintenance of the project-funded facilities will be dependent on central and aimag government funding. 
Source: Asian Development Bank estimates. 
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Table 2: Chinggis Khaan Tourism Complex Financial Statement Analysis  
(MNT million) 

Item 2024 2025 2026 2027 2028 2029 2030 

Total current assets  1,588.00 1,392.00 1,455.00 2,234.00 3,165.00 3,599.00 4,104.00 

Total fixed assets 394.00 355.00 315.00 276.00 236.00 197.00 158.00 

   Total assets 1,982.00 1,747.00 1,770.00 2,510.00 3,402.00 3,796.00 4,262.00 

Total current liabilities 1,140.00 1,083.00 1,793.00 1,879.00 2,065.00 2,152.00 2,253.00 

Total owner’s equity 842.00 664.00 (23.00) 631.00 1,337.00 1,644.00 2,009.00 

   Total liabilities and  
   owner’s equity 

1,982.00 1,747.00 1,770.00 2,510.00 3,402.00 3,796.00 4,262.00 

Current ratio  
(current assets / current liabilities) 

1.39 1.29 0.81 1.19 1.53 1.67 1.82 

Working capital  
(current assets – current liabilities) 

448.00 309.00 (338.00) 355.00 1,100.00 1,447.00 1,851.00 

Assets–equity ratio  
(total assets / owner's equity) 

2.35 2.63 (77.67) 3.98 2.55 2.31 2.12 

Liabilities–equity ratio  
(total liabilities / owner’s equity) 

1.35 1.63 (78.67) 2.98 1.55 1.31 1.12 

( ) = negative. 
Note: Numbers may not sum precisely because of rounding.   
Source: Asian Development Bank estimates. 


