Final Report of the Special Project Facilitator

Project Number: 45007-005
Loan Numbers: 3525 and 3526
August 2021

Mongolia: Ulaanbaatar Urban Services and Ger
Areas Development Investment Program (Tranche 2)
(Complaint Received: 28 December 2020)

This document is being disclosed to the public in accordance with ADB’s Access to Information
Policy.

The original English version of this report was translated by the Office of the Special Project
Facilitator into Mongolian. In case of discrepancy, the English version will prevail.
In preparing any country program or strategy, financing any project, or by making any designation
of or reference to a particular territory or geographic area in this document, the Asian Development
Bank does not intend to make any judgments as to the legal or other status of any territory or area.

ABBREVIATIONS
ADB
AP
EARD
NGO
MOU
MUB
OSPF
PMO

Asian Development Bank
affected people
East Asia Department
nongovernment organization
memorandum of understanding
Municipality of Ulaanbaatar City
Office of the Special Project Facilitator
program management office

NOTE
In this report, "$" refers to United States dollars and “MNT” refers to Mongolian togrog.

CONTENTS
Page
PROJECT FACT SHEET

i

PROGRAM MAP

ii

I.

ELIGIBILITY OF THE COMPLAINT

1

II.

REVIEW AND ASSESSMENT

3

III.

PROBLEM-SOLVING

3

APPENDIXES
1.
Order of the Minister of Construction and Urban Development
2.
Ordinance of the Mayor of Ulaanbaatar and Governor of the Capital City
FIGURES
1.
Locations of Complainants’ Households in Dambadarjaa Subcenter
2.
Compensation Increase by Complainant

7
11

2
5

PROJECT FACT SHEET
Project: The Ulaanbaatar Urban Services and Ger Areas Development Investment Program Tranche 2
Approved: 31 March 2017
Objective: To support the Ulaanbaatar City master plan in upgrading priority service and
economic hubs (subcenters) in ger (traditional Mongolian tent) areas.
Expected outcomes: Investments in a network of subcenters that improve core urban
infrastructure and basic services along priority road sections and in socioeconomic facilities based
on community needs and upgrade the management of subcenter services.
Implementation: A multitranche financing facility implemented in three tranches over 9 years.
Project Tranche 2: This tranche includes (i) completion of Tranche 1 in the Selbe and
Bayankhoshuu subcenters and upgrading of the Dambadarjaa and Denjin subcenters (Figures 1
and 2), (ii) support for socioeconomic facilities, and (iii) improvement of institutional strengthening
and capacity building. Tranche 2 outputs are expected to include improvements in priority roads,
bridges, and sidewalks; flood channels and drainage; electricity and telecommunications
networks; water supply and wastewater; district heating; and sewerage systems.
Affected communities. The resettlement safeguard documents for Tranche 2, prepared based
on feasibility designs, assessed the project’s involuntary resettlement impacts as follows:
• 539 households, with 2,156 persons, and 16 government agencies;
• 220 out of 384 khashaas (land parcels) where households will have to be relocated;
• 217 buildings and 217 gers; and
• nearly 13 hectares of land (mostly residential) that will be acquired.
Safeguard categories:
Environment: B
Involuntary Resettlement: A
Indigenous Peoples: C
Financing plan:
Loan 3525-MON: Ulaanbaatar Urban
Services and Ger Areas Development
Investment Program - Tranche 2
Loan 3526-MON: Ulaanbaatar Urban
Services and Ger Areas Development
Investment Program - Tranche 2
Loan: Ulaanbaatar Urban Services and Ger
Areas Development Investment Program Tranche 2
Counterpart financing

Ordinary capital resources

$37.11 million

Concessional ordinary capital
resources

$29.24 million

European Investment Bank

$19.64 million

Municipality of Ulaanbaatar City

$35.15 million
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PROGRAM MAP

I.

ELIGIBILITY OF THE COMPLAINT

1.
On 28 December 2020, four affected people (APs), supported by two nongovernment
organizations (NGOs),1 lodged a complaint with the Office of the Special Project Facilitator
(OSPF). The OSPF acknowledged and registered the complaint on 4 January 2021.2 The
complainants requested confidentiality and nondisclosure of their identities to the program
management office (PMO). On 13 January 2021, the complainants agreed with the OSPF to
release their names to the PMO. Figure 1 presents the locations of the complainants in
Dambadarjaa subcenter.
2.
The complaints raised issues on (i) delayed payment of compensation to nontitle holders,
(ii) land and property valuations, (iii) land acquisition and compensation, (iv) lack of reliable and
meaningful consultation, and (v) an ineffective project grievance mechanism. In initial meetings
with OSPF’s local facilitator, the complainants alleged that:
• “The same house sections of some complainants have been valued differently and did not
follow the memorandum of understanding (MOU) previously facilitated by OSPF3 and signed
by the Municipality of Ulaanbaatar (MUB), PMO, NGOs, and the complainants.
• Compensation payments have been delayed and peoples’ lives were interrupted from
December 2019 until September 2020 even after packing all belongings and waiting to
move.
• Claims of nontitle holders have not been resolved as agreed previously in the MOU.
• ADB’s Safeguard Policy Statement was violated when MUB and PMO only offered cash
compensation without any other forms of support or assistance.
• The land acquisition process was carried out in a haphazard, unplanned, and
nontransparent manner.
• Absence due to COVID-19 has been used to cut resettlement compensation etc.” 4
3.
Following a review of the relevant project-related documents and a series of virtual
meetings during 6–15 January 2021 with all stakeholders, including the PMO, ADB staff from the
East Asia Department (EARD) and Mongolia Resident Mission, and the NGOs and complainants,
ADB’s Special Project Facilitator declared the complaint to be eligible for problem-solving on 18
January 2021.

1

Oyu Tolgoi Watch and Zurgaan Buudal Citizens Rights Protection Association NGOs.
Asian Development Bank (ADB). Accountability Mechanism. https://www.adb.org/who-we-are/accountabilitymechanism/problem-solving-function/complaint-registry-year.
3 An MOU was signed on 2 July 2018 by the ADB project team, complainants, NGO representatives, MUB, and PMO
outlining the various actions to be implemented, including the responsible parties, to resolve the concerns raised by
the complainants, who lodged their complaints to the OSPF in 2018.
4 Excerpt from an original complaint form filed on 28 December 2020 with the OSPF.
2

2
Figure 1: Locations of Complainants’ Households in Dambadarjaa Subcenter
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II.

REVIEW AND ASSESSMENT

4.
During January to March 2021, the review and assessment encompassed the following
actions: (i) documentation review; (ii) discussions and virtual meetings with the complainants,
NGOs, the PMO, the MUB, and ADB staff in the EARD and Mongolia Resident Mission; (iii)
capacity building for the complainants, particularly to become familiar with conflict resolution,
negotiation, and communication; and (iv) joint site visits.
5.
The complainants are supported by the Oyu Tolgoi Watch NGO and the Zurgaan Buudal
Citizens’ Rights Protection Association NGO. The two NGOs provided advice and guidance to
the complainants regarding ADB policies and procedures, assisted them in the preparation and
submission of the complaint to ADB, and participated in the review process.
6.
During the review and assessment phase, in addition to setting the ground rules to be
applied for the problem-solving process engaging all stakeholders, the OSPF provided a
customized capacity-building program to equip complainants with communication and negotiation
skills prior to the negotiated process.

Virtual capacity-building training for the complainants held on February 2021.
7.
The review and assessment report of the Special Project Facilitator for the complaint was
posted on the ADB website in March 2021. The report analyzed the causes of the complaints
raised by the complainants and described the agreed course of actions and next steps. All
stakeholders, including the complainants; the two NGOs; the MUB; the project executing agency,
through the Mayor’s Office; the PMO; and ADB’s Urban and Social Sectors Division and its
resident mission, acknowledged that the complaints were legitimate and should be addressed.
The stakeholders indicated their willingness to participate in further meetings or other forums with
the complainants to address the issues and solve the complainants’ problems. All parties had a
shared interest in resolving the complaints immediately through dialogue and problem-solving.
III.

PROBLEM-SOLVING

8.
The problem-solving phase was mostly conducted virtually, deploying necessary
communications and technical support. In line with its commitment to continued improvements in
the effectiveness of OSPF-facilitated problem-solving, the OSPF pursued innovative, proactive
steps aimed at mutually acceptable outcomes. These initiatives included (i) training complainants
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on the use of Zoom in order to achieve and document consensus on the resolution of the
complaint; (ii) engaging OSPF’s local facilitator to lead the problem-solving process; (iii)
employing emerging technology, especially in remote facilitation of meetings; and (iv) adopting
innovative techniques to ensure the continuity of the problem-solving process and eventually
addressing the complainants’ issues in a timely manner. The constraints caused by the
coronavirus disease (COVID-19) pandemic also required innovative, rapid responses on the part
of the OSPF.5 The scheduled actions were delayed due to several intermittent COVID-19
lockdowns. Such delays are beyond control and have affected the problem-solving timelines to
some extent. Without these constraints, this complaint case could have been resolved even
faster.
9.
Due to COVID-19, problem-solving was conducted combining virtual facilitation, which
relied on communications, negotiations, and technical support to achieve consensus on the
resolution of the complaint, and face-to-face interactions among OSPF’s local facilitator and the
parties, whenever this could be achieved safely in the pandemic. The OSPF employed emerging
technology, especially in remote facilitation of meetings, to assist in handling the complaints.
10.
A project working group, headed by the deputy coordinator of the PMO, was established
on 26 January 2021. The MUB agreed to address the key issues from the complainants, including
(i) expediting documentation processing related to land acquisition; (ii) allowing revaluation of the
property; and (iii) accepting nontitle holders’ household status, based on the Khoroo6 Governor’s
verification, and thereby providing compensation for such APs. The parties agreed that each
complainant’s household-specific issues may be negotiated separately, on a case-by-case basis,
during the problem-solving process.
11.
OSPF’s local facilitator assisted during the case-specific negotiations among stakeholders
to reach agreement on the key issues and led the problem-solving process under the guidance
of the Special Project Facilitator.
12.
A series of joint, bilateral, and individual case-by-case negotiations were conducted from
24 February 2021 to 10 June 2021. There were three to five negotiation meetings for each
complainant, wherein the parties negotiated on the compensation package including the assets’
value, livelihood, transitional and moving assistance.
13.
Throughout the problem-solving process, the OSPF local facilitator worked to ensure that
the process was participatory, fair, and consultative, while following a structured, time-bound
process.
14.
In conjunction with the problem-solving process, two important government orders were
issued, which contributed to expediting the negotiation of the compensation package. First, the
Order #93 of the Minister of Construction and Urban Development on approving the 2020 price
index for the construction facilities was issued on 16 April 2021 (Appendix 1). Following this order,
the valuation of the complainants’ assets was reassessed and, eventually, as a result of casespecific negotiations, the complainants’ compensation packages were increased by 2.34%–
13.52% (Figure 2). The increase in the compensation package differs for each household,
depending on their assets.

5

The OSPF will encapsulate its innovative approach to this case, including its initiatives to overcome the COVID-19
constraints, in a separate case study focusing on its problem-solving experiences in Mongolia.
6 A khoroo is an administrative subdivision in Ulaanbaatar.
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A complainant signing on the negotiation meeting minutes at her home
on 10 June 2021 (photo by OSPF).
Figure 2: Compensation Increase by Complainant
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15.
Second, the Mayor’s Ordinance #A/526 on transferring responsibilities for payment of
resettlement compensation to APs from the MUB to the Ulaanbaatar Urban Services and Ger
Areas Development Investment Program (or GADIP) PMO was issued on 30 June 2021. This
ordinance aims to (i) ensure sufficient fund allocation for financing the resettlement compensation
payments in line with ADB and national requirements, and (ii) expedite compensation payments
to APs by authorizing the PMO to carry out the compensation payments directly (Appendix 2).
Following this ordinance and the negotiated case-specific agreements with the complainants from
the Dambadarjaa subcenter, two complainants received their payments on 9 July 2021; one
complainant received payment on 21 July 2021; and the final complainant received payment on
24 July 2021.
16.
The complainants confirmed to OSPF’s local facilitator that they were satisfied with the
compensation amounts received and that they have been able to restore their losses, including
buying new apartments with the compensation received. Complainants have also indicated that
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they appreciated the problem-solving process and the sense of partnership achieved among all
the key stakeholders, particularly the PMO, through constructive engagement with the
complainants. For example, one complainant sent her appreciation to a whole team for
addressing and resolving her complaint issues.

Original letter in Mongolian

English translation

Дамбадаржаа дэд төвийн газар чөлөөлөлт
Н.Ө.И-ийн төлөөлөл бүхий гомдол гаргагч 4
иргэн бус нийт 220 орчим өрхийн асуудлыг
баг бүрэлдэхүүн гарган цах тахалын хүнд үед
цаг хугацаагаа зориулж, идэвх гарган өрх
бүрт хүртээмжтэй шийдвэрлэж, нийслэл
хотынхоо хөгжил цэцэглэлтэнд хоёргүй
сэтгэлээр зүтгэж байгаад чин сэтгэлээсээ
талархаж байна. Танд болон ТХН-ийн багийн
хамт олонд, АХБ үнэлгээний Цолмонгэрэл,
чиглүүлэлгч Нандинчимэг та бүгдэд ажлын
амжилт, эрүүл энх сайн сайхан бүхнийг хүсье.

I would like to express my heartfelt appreciation
to you for assigning a team to address and
resolve the issues of not only 4 complainants but
also overall 220 households affected by the land
acquisition and resettlement in Dambadarjaa
subcenter, during this challenging time of
COVID-19 pandemic. We thank you for resolving
our complaints actively and satisfactorily to every
household and working hard for the capital city’s
prosperity and development. I wish you, your
team, Tsolmongerel, the appraiser and ADB
facilitator Nandinchimeg success, good health,
and all the best wishes.

Гомдол гаргагч, иргэн Г.Гүнсэндулам

Complainant citizen G. Gunsendulam

A complainant’s letter of appreciation to all other stakeholders.
17.
As a result of the problem-solving process, compensation has been increased for not only
the complainants, but also all 220 persons affected by the same project.
18.
Based on completed payment transfers and assurances provided by the complainants,
the OSPF has officially concluded its involvement in this complaint and is closing the case.

Appendix 1
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ORDER OF THE MINISTER OF
CONSTRUCTION AND URBAN DEVELOPMENT

16 April 2021

Reference #: 93

Ulaanbaatar City

On Approving the 2020 Price Index for the Construction Facilities
Based on the Section 2 of the Article 24 of the Mongolian Government Law, Paragraph
33.1.10 of the Article 33 of the Law on Construction, Resolution #01/2021 of the National Science
and Technology Council dated 22 January 2021, and the Resolution # 09/478 of the Minister of
Finance dated 9 February 2021, it ORDERS:

1. To approve “2020 price index for the construction facilities” as shown in the
appendix to this order and enact to use the price index for forecasting/estimating the
budgeted cost for the construction facilities, planning and computing the rate of return of
investments, carrying out calculations and cost analysis for the projects and programs,
conducting the feasibility studies, and estimating the changes in the price difference of
the construction works.
2. To state that this price index for the construction facilities shall not apply for any
funding of the investments that the relevant design drawings are inspected and approved
by the Master Plan Agency.
3. To charge the Construction Materials Production Policy Implementation
Coordination Department (D. Gantulga) to monitor the implementation and enforcement
of this approved index and the “Construction Development Center” state-owned economic
industrial entity (Ts. Amarsanaa) to organize the activities targeted for communicating the
order through sectoral mass media and applying the index for the relevant comparisons,
analysis, and calculations.

MINISTER

B. MUNKHBAATAR

(Stamp/Signature)

Original document in Mongolian
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Appendix to the Order #93 of the Minister of Construction and
Urban Development issued on 16 April 2021

2020 PRICE INDEX FOR THE CONSTRUCTION FACILITIES
ONE. TYPES OF THE CONSTRUCTION FACILITIES
#

Types of Price Increase

ONE. TYPES OF CONSTRUCTION
1
Residential housing building
2
Civil building
3
External engineering network
TWO. BY EXPENDITURE CATEGORIES
1
Work force
2
Material
3
Machine and mechanism use
4
Transportation
5
Others
General Index
THREE. BY CONSTRUCTION PHASES
1
Earth work
2
Foundation work
3
Rebar structure work
4
Stair work
5
Wall and connecting wall work
6
Roof work
7
Door and window work
8
Floor work
9
Interior finishing work
10
Exterior finishing work
11
Other work
12
Heating and ventilation work
13
Internal water supply work
14
Internal sewage drainage work
15
Internal lighting work
16
Internal communication/alarm work
General Index

Compared
to 2019

2020 Price Index in Comparison
with the Sample Unit Cost for the
Construction Facilities Approved
by the Order 203 of the Minister of
CUD in 2016

1.07
1.08
1.08

1.17
1.24
1.28

1.00
1.13
1.00
1.00
1.06
1.08

1.06
1.38
1.00
1.01
1.18
1.23

1.00
1.07
1.05
1.03
1.13
1.04
1.24
1.11
1.06
1.08
1.08
1.10
1.02
1.21
1.01
1.02
1.08

1.01
1.32
1.26
1.32
1.35
1.13
1.29
1.14
1.10
1.20
1.30
1.17
1.14
1.30
1.05
1.08
1.22

CUD = construction and urban development.

Original Document in Mongolian
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ORDINANCE OF THE MAYOR OF ULAANBAATAR AND
GOVERNOR OF THE CAPITAL CITY
30 June 2021

Reference #: A/526

Ulaanbaatar City

On Transferring the Responsibilities
It ORDERS based on the Clause 29.2 of the Article 29 of the Mongolian Law on Administrative
and Territorial Units and their Governance; Paragraph 14.2.3 of the Article 14 and Paragraph
41.2.2 of the Article 41 of the Law on Budget; Law on Ratifying the General Financing Agreement
adopted on 23 May 2014; “3098-MON Credit Financing Agreement for the Ger Area Development
Investment Program” concluded on 20 June 2014; “3525-MON and 3526-MON Credits Financing
Agreements for the Ger Area Development Investment Program” concluded on 6 December 2017;
“Credit Financing Agreement for the Ulaanbaatar city’s Ger Area Development Investment
Program - Tranche 1” concluded on 30 June 2014; “Credit Financing Agreement for the
Ulaanbaatar city’s Ger Area Development Investment Program- Tranche 2” concluded on 6
December 2017 by and between the Government of Mongolia and the Asian Development Bank
(ADB); and the Project Agreement concluded by and between the Mayor’s Office of the Capital
City and ADB:
1. To permit the Mayor’s Office of the Capital City (T. Oyunchimeg) and the Finance and Treasury
Department of the Ulaanbaatar City Mayor’s Office (N. Naranbaatar) to disburse the funds
equivalent to a total of USD11.744 million required for paying the land acquisition and
resettlement related compensation required for the “Ulaanbaatar City’s Ger Area Development
Investment Program- Tranche 1, 2 & 3”, which is being implemented with the financial support
of ADB, the European Investment Bank, and the Capital City budget, from the financial
resources of ADB for MON-3098 (OCR) for Tranche 1, MON-3526 (COL), and MON-3525
(OCR) for Tranche 2 in compliance with the relevant laws and regulations, based on an actual
performance.
2. To charge the Program Management Office for the Ulaanbaatar City’s Ger Area Development
Investment Program (D. Avirmed) and the Land Management Agency of the Capital city (A.
Enkhmanlai) to negotiate on the land acquisition and conclude the compensation payment
contracts with the affected persons and business entities, that are affected by the urban
development works stipulated in the Article 1 of this ordinance.
3. To charge the Program Management Office for the Ulaanbaatar City’s Ger Area Development
Investment Program (D. Avirmed) to organize the activities to transfer the land acquisition
compensation payment to the citizens and business entities from the investment account of
the Ulaanbaatar City’s Ger Area Development Investment Program under the Treasury Fund.
4. To charge the Project and Program Monitoring and Coordination Department of the Mayor’s
Office (M. Ayasgalan) to oversee and monitor the implementation of this ordinance.

MAYOR OF ULAANBAATAR AND
GOVERNOR OF THE CAPITAL CITY
(Stamp and signature)

D. SUMIYABAZAR
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