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PIU Management Responsibility Letter
for preparation and approval of the financial statements
as of December 31, 2020

We, the signed as PIU Management of “Additional Financing of the Agriculture and Rural Development
Project (Loan 3288 MON (SF) and 3287 MON)”, are responsible for preparing the financial statements in
accordance with International Public Sector Accounting Standards (IPSAS), monitoring project operations
are held for intended purposes, safeguarding project assets and preventing and detecting fraud and other
violations,

At the end nf the reparting period, the management ie responsible for ascesoing the projoet unit’s ability to
continue as a going concern, disclosing matters related to going concern and using the going concern basis
of accounting unless management sither ioteon s fo Tggidete Qe projeet uail or 1o gease operations, or hay
no realistic alternative but to do so.

The management is responsible for regular monitoring of potential contingent liabilities that may arise in
the future as a result of the past events from legal or assumed constructive obligations and for disclosing
contingent liabilities arising from such legal or constructive obligations in the {financial statements.

We confirm we fulfilled our responsibilities as mentioned above, and the financial statements as of
December 31, 2020 have been prepared fairly under International Public Sector Accounting Standards
{(IPSAS}.

Also, we comply with the following ADB’s requirements:

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

(viii) That the executing agency has utilized the proceeds of the loan only for the
purposes of the project;

(ix)  That the executing agency was in compliance with the financial covenants of the
loan agreement (where applicable);

(x})  That the advance (imprest account) fund procedure has been operated in accordance
with the ADB’s Loan Disbursement Handbook;

(xi)  That adequate supporting documentation has been maintained to authenticate
claims stated on the statement of expenditures (SOE) for reimbursement of eligible
expendilures incurred and tiquidation ot advances provided to the advance account;
and

(xii} That effective internal control, including over the procurement process, was
maintained.

We authorized and approved the audited financial statements “Additional Financing of the Agriculture and
Rural Developmeﬁt?fbjgct (Loan 3288 MON (SF) and 3287 MON)”, as of December 3 1, 2020.
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INDEPENDENT AUDITOR’S REPORT

To: JJTUVSHINSANAA
PROJECT COORDINATOR

ADDITIONAL FINANCING OF THE AGRICULTURE AND RURAL DEVELOPMENT
PROJECT (LOAN NUMBER 3288 MON (SF) AND 3287 (MON)

Ungqualified Opinion

We have audited the financial statements of Additional financing of the Agriculture and Rural
Development Project (Loan Number 3288 MON (SF) and 3287 (MON)), that comprises the statement
of financial position as of December 31, 2020, and the statement of financial performance, statement of
changes in net assets/equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

In our opinion, the financial statements were presented fairly, in all material respects, the financial position
of Additional financing of the Agriculture and Rural Development Project (Loan Number 3288 MON
(SF) and 3287 (MON)), and its financial performance and its cash flows for the year then ended in
accordance with International Public Sector Accounting Standards (IPSAS).

Basis of Opinion

We have conducted cur audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the project unit in accordance with
the International Ethics Standards Board for Accountants” Cinde nf Fthics and we have fulfilled our other
ethical responsihilifies in accordance with these requirements. We believe that the audit evidenec we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of mosl significance in our
audit of the financial statements. We have determined that there are no key audit matters to communicate
in our report.

Other information

Management is responsible for the other information. The other information comprises the information
included in the Project’s Annual Report but does not include the financial statements and our auditor’s
TRONF Thirann Ut Apifioh on the Linancial statements does not aover tho other information and we will
not express any form of assurance conclusion thereon.

@ bakertitly
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INDEPENDENT AUDITOR’S REPORT
(Continued)

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IPSAS, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error,

Auditor’s Responsibility for the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors® report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individvally or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional mdgment and maintain professional
skepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or ercvor, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override
of internal control,

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the project unit’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

- Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

Use of the report

This report is prepared solely for the uses of PIU and ADB. We do not assume responsibility to any other
person for the content of this report.

BAKER TI LLY DALA TVAN AUDIT LLC /
{3l . ULAAN‘BAATAR May 25, 2021
|2 U MONGOLIA



Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

Tle Guvernment of Mongolia
Asian Development Bank

T.oan 3287-MON, 328R-MIOIN (RF)

Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF FINANCIAL POSITION

as at December 31, 2020
In USD
Items Note 2019.12.31 2020.12.31
ASSETS
CASH AND CASH EQUIVALENTS 4,1 8,314,774.86 3,780,854.04
RECEIVABLES: 34,851,777.44 32.,915,606.94
Sgt.»ioans_ frqm the additional financing 42,414 30,502,935.61 32.838.117.24
of the project
Interest recejvable 3 36,824.08 77,489.70
Other reccivable 4.4 4,312,017.75 -
PREPAID EXPENSES 2,620.31 7,261.03
Prepaid expenses 4.5 2,620.31 7,261.03
INVENTORIES 2,752.92 1,951.69
Supplies 4.6 2,752.92 1,951.69
TOTAL CURRENT
ASSETS 43.171.925.53 36.705,673.70
FIXED ASSETS 6,333.39 | 4,417.46
Vehicles 4.7 72,145.52 72,145,52
Accumulated depreciation 4.7 {72,145.52) {72,145.52)
Computer and spare parts 4.7 36,965.58 36,965.58
Accumulated depreciation 4.7 (30,632.19) {32,548.12)
QOther fixed assets 4.7 1.361 .98 1,.361.98
Accuinulated depreciation 4.7 {1,361.98) (1,361.98)
INTANGIBLE ASSETS -
Software 4.7 6,559.04 6,559.04
Accumulated amortization 4.7 {6,559.04) {6,559.04)
TOTAL NON-CURRENT
ASSETS £,333.39 4.417.46
TOTAL ASSETS 43.178.258.92 36.710.091.16 |

Baker Tilly Dalaivan Audit LLC
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

In USD
Items Note 2019.12.31 2020.12.31
LIABILITIES AND NET
ASSETS/EQUITY
LIABILITIES:
SHORT TERM LIABILITIES
Account payable 4.10 63,199.39 998.42
Unearned revenue
Unearned VCI loan interest income 4.11 3,136.46 2,840,10
LONG TERM LIABILITIES
ADB Loan 48 38,547,559.16 41,574,143 31
ADB Loan interest and commitment 49 1,740,757.26 2.296,375.77
charges
Long-term liabilities
TOTAL LIABILITIES 40,354,672.27 43,874,357.60
NET ASSETS/EQUITY:
Government contribution 412 452,800.14 498,608.95
Revolving fund accounts 4.12 7,382,781.56 7,382,781.56
Accumulated surplus/{deficit) 4.12 (5,011,995.05) (15,045,656.95)

Current period (2,841,433.27) {10,037,941.05)
Previous period (2,170,561.78) (5,007,715.90)
TOTAL NET ASSETS/EQUITY 2,823,586.65 (7.164.266.44)
TOTAL LIABILITIES AND NET
ASSETS/EQUITY 43.178,258.92 36.710,091.16
antiiiRin
Prepared and reviewed b / i
J Batsaikhan ) revanon; uvshinsanaa Z . Aripdsetseg

Project Director

aaTAr 1O 'Pi'oject Coordinator

Project Accountant

Baker Tilly Dalaivan Andit LLC
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Additional financing of the agriculture and rural developinent project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia

Asian Development Bank

Loan 3287-MON, 3288-MON (SF)

Agriculture and Raral Devclapment Project-Additional Tinancing

AUDITED STATEMENT OF FINANCIAL PERFORMANCE
as at December 31, 2020

PERIOD

In USD
Items Note 2019.12.31 2020.12.31
OPERATING REVENUE
VI sub-loan interest income 4,13 1,205,556.31 1,422.560.44
Deposit interest income 4.13 765,640.26 53.699.42
Bauk interest income {for ADB accounts) 413 2,640.95 1,151.61
Bank i_nlterest income (for Revolving fund 4.13 53,115.03 103.292.32
accounts)
Bid income - 1,437.69
Other income 4,13 967.60
TOTAL OPERATING REVENUE 2,027,920.15 1,582.141.48
OPERATING EXPENSES
ADB financing {4,304,844.28) (2,985,435.81)
Consulting services 4,13 (189,728.62) (178,028.17)
Training 4.13 (495,223 .58) (262,942.87)
Work - {425,625.12)
Equipment 4.13 (909,620.24) (33,647.92)
Materials 4.13 (480,859.02) (8,194.34)
Marketing and Brand Development 4.13 (126,473.73) (69,234.52)
Audit expense 4,13 (7,600.00) (6,691.78)
Project Management expenses 4.13 (93,830.87) (98,731.81)
Bank charges 4.13 {406.98) {184.34)
ADB Loan interest expense-QUCR 4.13 {938,743.35) (378,447.28)
ADB Loan interest expense-ADF 4.13 {39,694.65) (177,171.23)
St‘ate ba1:1k’s interest income transfer to the 4.13 (2.620.50) (1,151.61)
Treasury
Foreign currency gain/(loss) 4.15 (1,020,042.74) (1,345,384.83)
GOM linancing {564,509.14) (8,634,646.72)
Consulting services 4.13 (647.58) -
Project Management expenses 4.13 (46,737.08) (44,416.98)
Depreciation expense 4.13 {1,997.23) (1,915.93)
Bidding expenses 4,13 (1,197.86)
Closing of some Government accounts 4.13 (268,578.71) (8,410,430.69)
Foreign currency gain/{loss) 415 (746,548 54) (176,685.26)
TOTAL OPERATING EXPENSES (4,869,353.42) (11,620,082.53)
NET SURPLUS/(DEFICIT) FOR THE (2.,841,433.27) (10,037,941.05)

Prepared and reviewed by: o>

7 Batsaikhan =
Project Director

N -
ot A
L P iepreeerf(2)

LA

BARTHS _._.,_,,-,:f'me éct Coordinator

Project Accountant

Baker Tilly Dalaivan Audit LL.C
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Add Honal financing of ti= agriculture an< rural development project Loan number 3288 MON (SF) and 3287 MON g5 at December 31, 2020

Agriculture and Rural Development Project-Additivaal Financing
AUDITED STATEMENT OF CHANGES IN NET ASSETS/EQUITY

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (5F)

as at December 31, 2020

In USD
Government The remaining balance of Accumulated
FHeams s sub-loan provided in the 1 | Revalving fund . Total
contribution . surplus/(deficit)
phase of the project accounts
Bzlance at Decemter 31, 2018 452,800.14 117,307.03 3,272,775.38 (2,177,862.63) 5,665,019.92
Clanges in aceounir g policies (7,300.85) 7,300.85
Restated balamce 452,800.14 110,006.18 7,272,775.38 (2,170,561.78) 5,665,019.92
Arounts collected $cr-he period (110,006.18) 110.006.18
VaT exempticns
Urrecognized gain® Ibsses) in the
stalement of financia. —erfcrmance
Foreign currency gainaloss)
Net surplus/(deficit] “cr the period (2,841,433.27) (2,841,433.27)
Balance at Deeemker 31, 2019 452,800.14 - 7.382.781.56 (5,011,995.05) 2,823,586.65
Changes in accountirg policies 4,279.15 4,279.15
Restated balance 452,800.14 7.382.781.56 (5,007,715.90) 2,827,865.80
Anounts collected &cr 1he period
VAT exemptigis
Urrecognized zain'ilosses) in the
statement of firancia performance
Fo-eign currency gain/loss)
Net surplus/(deficit) I'ca the period 45,808.81 (10,037,941.05) (9,992,132.24)
| Balance at December 31, 2020 498,608.95.1"" .., - 7,582.781.56 (15,045,656.95) (7,164,266.44

Prepared and reviewed by

Project Director

./

J.Batsaikhan

;:- vshinsanaa
r6ject Coordinator

Z.Afiuntsetseg
Project Accountant

Baker Tilly Dalaivan Avdiz LLC
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287
MON as at December 31, 2020

The Government of Mongolia
Asian Development Bank

Loan 3287-MON, 3288-MON (SF)

Agriculture and Raral Development Project-Additional Financing

AUDITED STATEMENT OF CASH FLOWS

as at December 31, 2020
In USD
Items 2019.12.31 2020.12.31
CASH INFLOWS FROM OPERATING ACTIVITIES
Govemnment contribution - 45,808.81
Received from ADB (OCR) 5,668,179.72 730,440.67
Received from ADB (ADF) VCI 2,603,370.79 6,079,795.98
Received from ADB (ADF) 1,200,059.78 1,012,086.82
Bank interest income (ADB fund) 2,640.95 1,151.61
Received from VCI loan interest income 1,186,837.12 1,380,565.86
Refur_ld of the previous year’s Treasury account i 4279,718.52
outstanding
Bidding income = 1,437.69
Total cash inflows from operating activities 101,661,088.36 13,531,005.96
CASH OUTFLOWS FROM OPERATING ACTIVITIES
Payments financed from ADB Loan (876,369.93) (615,527.02)
Training (455,575.60) (259,031.56)
Consulting services (189,728.62) (178,028.17)
Marketing and brand development (126,473.73) (72,471 .98)
Audit expense (7,600.00) (6,691.78)
PMU staff expenses (58,658.83) (57,474.85)
Postage and communication costs {1,946.80) (1,741.99)
LAN, Antj-virus software and PC maintenance expenses (3,349.97) (1,132.21)
Advertising cxpensc (2,52(.39) (1,174.34)
Office supplies (4,308.08) (2.835.36)
fite visit eapenses (6,563,539 {13,651.28)
Fuel expenses (5,176.86) (4,221.38)
Car repair and garage expenses (7,404.29) (10,819.90)
Car insurance and car taxes (1,309.38) (1,170.40)
Other expenses (2,626.31) (3,742.87)
Bank charges (406.98) (184.34)
State bank’s interest mncome teansler (o the Treasury {2,620.50) (1,151.61)
| Payments financed from GOM financing (4,627,981,12) | (13,430,357 0iy)
Training - N
Consulting services (647.58) -
Social insurance contributions (7,327.91) (7,131.7%)
Office rent (39,310.56) (37,273.80)
Transfer to the Treasury (4,312,017.75) -
Closing of some Government accounts (268,578.71) | (8,410,430.69)
VCI sub-loan repayment & interest payment = (4,974,306.47)
Advertising expense -

{75.46)

Baker Tilly Dalaivan Audit L1.C 7
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287

MON as at December 31, 2020

ACTIVITIES

- ~__In1ISD

1tems 2019,12.31 2020.12.31

Banlc chargos . i {24.15) (11.43)
Bidding expense - (1,197.86)
Total cash ouiflows from operating activities (5,504,551.05) | (14,045,879.02)
NET CASH FLOWS FROM OPERATING 5.156.537.31 514,873.06)

CASH INFLOWS FROM INVESTING ACTIVITIES

VCI sub-loan repayments (1% phase of the project) 110,006.18 =
VCI sub-loan repayments (additional financing) 957.320.72 3,537,294 .17
Deposit bank interest income 765,640.26 53,699.42
Interest income received 53,115.03 103,292.32
Other income 967.60 -
Purchase of equipment (output 3) (31,828.07) (309,825.67)
Purchase of equipment {output 2) (30,620.72) (33,647.92)
Purchase of equipment (PMU) - -
Purchase of materials {output 2) (45,083.18) (8,194.34)
LB ];%‘;flsvﬁggl INNESLING 1,779.517.82 |  3.342.617.98

CASH OUTFLOWS FROM FINANCING ACTIVITIES
VCI funding (9,711,544.20) | (7,148,250.83)
AT EASHE I;%‘gg}ﬁ%g FINANCTNE (9,711,544.20) | (7,148,250.83)

NET INCREASE/(DECREASE) IN CASH AND CASH
L S ALE;IT . (2.775.489.07) | (4,320.505.91)
Foreign currency gain/(loss) (265,180.84) |  (213,414.91)
Cash and cash equivalents at the beginning of the year 11,355,444.77 8,314,774.86
Cash and cash equivalents at the end of the year 8,314,774.86 3,780,854.04

Prepared and reviewedf"b

Z.AriuntSetseg
Project Accountant

Baker Tilly Dalaivan Audit LLC 8
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INDEPENDENT AUDITOR’S REPORT

To: JTUVSHINSANAA
PROJECT COORDINATOR

ADDITIONAL FINANCING OF THE AGRICULTURE AND RURAL DEVELOPMENT
PROJECT (LOAN NUMBER 3288 MON (SF) AND 3287 (MON))

We have audited the Statement of Sources and Uses of Funds and the Statement of Expenditures for the
year ended December 31, 2020 of Additional financing of the Agriculture and Rural Development
Project, which was prepared within the loan agreement Loan Number 3288 MON (SF) and 3287 (MON)
framework to support withdrawals.

We conducted our audit in accordance with generally accepted auditing standards, on a test basis examined
evidence documents that support the amounts and disclosures in those statements.

An audit also includes assessing the accounting principles used and significant estimates made by
management as well as evaluating the overall statement presentation. We believe cur audit provides a
reasonable basis for our opinion.

In our opinion, (i} the Statement of Sonrees and Uses of Funds and the Statement of Expenditures are
prepared in accordance with the ADB Toan Dishursement Handbook and receipts and expenditurcs arc
supported by the primary documents, classified in accordance with expense category as stated in the loan
agreement and present fairly; (ii) the proceeds of the loan were used only for the purposes of the project.

BOAKEP THAMH [}

BAKERTILLY DABATYAN AUDIT LLC

|| JULAANBAATAR | May 25, 2021
| " MONGOLIA

@ bakertily
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF PROJECT SOURCES AND USES OF FUNDS

as at December 31, 2020
In USD
Cumulative to.  For the reporting Cumulative to
Dec 31, 2019 period 2020 Dec 31, 2020
SOURCES 53,955,131.41 17,961,286.68 71,916,418.09
ADB loan funds 40,300,928.95 8,557,660.74 48,858,589.69
ADB ADF Fund (VCI) 2,672,575.33 6,256,967.21 8,929,542.54
ADB OCR Fund (VCI) 33,891,112.05 1,108,887.95 35,000,000.00
ADB ADF Fund (Other) 3,724,629.04 1,190,653.97 4,915.283.01
Bank Interest earned 12,612.53 1,151.61 13,764.14
Guvernment fundy 13,654, 202940 5,122,464.73 18,776,672.19
GOM Funds 452,800.14 45,308.81 498,608.95
Revolving Fund 7,382,781.56 - 7,382.781.56
Deposit Interest earned 2,106,717.20 53,699.42 2.160,416.62
Bank Interest earned 177,332.13 103,292.32 280,624.45
Other income 2,456.76 1,800.15 426591
Revolving Fund: 39229-033 1,012,120.62 3,537,294.17 4,549.414.79
VCI Loan interest income 2,519,994.05 1,380,565.86 3,900,559.91
Bidding income - 1,437.69 1,437.69
Refund of the previous yefll"s ) 4.279,718.52 4.279.718.52
Treasury account outstanding ’ e
TOTAL SOURCES OF FUNDS 53,955,131.41 17,961,286.68 71,916,418.09
USES OF FUNDS
ADB loan funds 39,511,210.31 8,920,469.47 48,431,679.78
Works 425,625.12 425,625.12
Consulting services 708,605.89 178,028.17 886,634.00
Equipment 893,803.79 96,415.62 990,219.41
Materials 480,859.02 8,194.34 489,053.36
ADF VCI Loans 2,108,972.28 6,560,311.25 8,669,283.53
OCR VCI Loans 32,214,050.44 587,939.58 32,801,990.02
Training 794,593.26 260,840.71 1,055,433.97
Project management expenses 392,917.80 97,967.58 490,885.38
Audil expense 17,981.51 6,691.78 24,673.29
Bank charges 501.04 184.34 685.38
Marketing & Brand development 135,145.92 72,471.98 207,617.90
Financial Charges 1,740,757.26 555,618.51 2,296.375.77
Transfer to ADB and GOM 2,620.50 1,151.61 3,772.11
Imp.Account
Foreign exchange difference (T.0s3) 20,401.60 69,028.88 89,130.48
Government funds 6,129,146.24 13,573,540.17 19,702,686.41
Baker Tilly Dalaivan Audit LLC 10 Audited financial statements | ;¢



Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

Training 9,858.15 - 9,858.15
Consulting services 1,216.27 - 1,216.27
Project management expenses 170,832.74 44,405.55 215,238.29
Bank charges 159.01 11.43 170.44
Equipment 110,098.01 - 110,098.01
Marketing & Brand development 6,081.16 - 6,081.16
Local Taxes and Duties 12,647.70 - 12,647.70
Transfer of Gov't Funds to Treasury 4,580,596.46 13,384,737.16 17.965,333.62
Foreign exchange difference (Loss) 1,237,656.74 144,386.03 1,382,042.77
Bidding expense - 1,197.86 1,197.86
TOTAL USES OF FUNDS 45,640,356.55 22,495,207.50 68,135,564.05

Surplus of receipts over exponditure £,314,774.86 (1,533,920.82) 3,7680,854.04

. S
/ /%'
I.Batsaikhan .- 1 7@ Tuvshinsanaa Z.Aridntdctsce
Project Lirector 70t «Project Coordinator Project Accountant

Baker Tilly Dalaivan Audit LLC 11 Audited financial statements



Addi-ional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MOXN as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON (SF)

Agriculture and Rural Development Project-Additional Financing

AUDITED ADF STATEMENT OF EXPENDITURES (ADF SOEs)

as at December 31, 2020
Civil Eq‘;‘ﬁg\em Consy]ting Yalue chain Training Mzrr};iténg, Project Additional Interest Total (USD)
WOI'_kS - SEIvICEes mvestiment management advancc
materials development
WA A0015% 8.19434 |  78269.60 208,012.88 20,681.17 40,672.30 375,830.29
WA A0016 36,095.53 |  33,647.92 | 60,355.39 63,452.73 28,343.00 41,641.09 263,535.66
WA A0017 180,932.89 44,770.57 89.012.08 28,052.90 29,952.43 372,720.87
BOU11 62,767.70 62,767.70
B0012 38,279.61 38,279.61
BOO13 35,052.30 35,052.30
BO014 12,457.54 42,467.54
€0026 4,597299.15 4,597,299.15
Co027 912,496 83 912,496.83
C0030 570,000.00 570,000.00
The expenses
ircurred  not | gy 757 55 10,203.42 11,369.47 7,456.76 6,608.71 128,435.61
yet claimed to
ADB
CAP 177,171.23 177,171.23
Total (USD) 425,625.12 | 104,609.96 | 193,598.98 | 6,079,795.98 | 371,847.16 | 104,533.83 118,874.53 - 177,171.23 | 7,576,056.79
:,“341;;““"”‘1 332.827.87 | 104,609.96 | 183,395.56 | 6,079,795.98 | 360.477.69 | 97,077.07 112,265.82 - 177,171.23 7,447,621.18
Difference™* 92,797.25 T 16,203.42 - 11,369.47 7,456.76 6,608.71 - - 128,435.61 |

* On May 14, 2020, 375,830.29USD of WA#00015 was written and of which, 202,976.03USD was belonged to the year 2020.
** 128,435.61USD is related to expenses ihcurred in December 2020 and it was not claimed at the end of the reporting period.

Prepared and reviewed by:

J Batsaikhan
Project Director

Z.Ariuntsetseg

/‘ vshinsanaa
Project Accountant

ect Coordinator
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON
Agricultunre amd Rural Develupment Project-Addlilonal Financing

AUDITED OCR STATEMENT OF EXPENDITURES (OCR SOEs)

for the year 2020
In USD

Ne Name of PPEs contract SOE record Total disbursement | Difference
1 | Leader Cashmere LLC 263,790.33 263,790.33 -
2 | Batseju LLC 320,486.96 320,486,96 -
3 | Erdenet Makh Market LLC 3,662.29 3,662.29 -
Total 587,939.58 587.939.58 -

Prepared and revic\;w_:.éi-i: '3 (/"*_

3 Batsaikharr _ Z. Atuitsetseg
Project Director ‘oject Coordinator Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON

Agriculture and Rural Development Project-Additional Financing

AUDITED ADF STATEMENT OF EXPENDITURES (VCI-ADF SOEs)

for the year 2020
In USD
Total .
N Name of PPEs contract SOE record disbursement Difference
1 | Trust Trade LLC 292,662.94 292,662.94 -
2 | Leader Cashmere LL.C 978,661.77 978.661.77 -
3 | Ulemj Cashmere LLC 1,242,452.10 1,242,452.10 -
4 | Global Nomadic Products LLC 709,972.63 709,972.63 -
5 | Erdenet Makh Market LLC 1,900,516.23 1,900,516.23 .
6 | Durvun Ulzii LLC 1,078,374.08 1,078,374.08 _
7 | Batseju LLC 110,354.01 110,354.01 -
8 | Darkhan Tsaskhan Suu LLC 247.317.49 247.317.49 -
Total .. 6,560,311.25 6,560,311.25 -
Prepared and revif_‘.wé(j; rI;\y/ z L —
22 2
J.Batsaikhan " ; H__/U - &/} Tuyshinsanaa 7. Arit etseg
Project Director " Eant #° 5" Project Coordinator Project Accountant

Baleor Tilly Duluiven Audit LLC
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BAKER TILLY
DALAIVAN AUDIT

Amarsanaa street-5, Bayangol district
Ulaanbaatar-16066, Mongolia
Phones: 70005401, 70005402
Fax:+976-7T0005403
E-mail:info@bidalaivanaudit. mn

Andit assurance, property and business Web site: www. bidalaivapaudit mn

valustion advisory services

INDEPENDENT AUDITOR’S REPORT

To: JTUVSHINSANAA
PROJECT COORDINATOR

ADDITIONAL FINANCING OF THE AGRICULTURE AND RURAL DEVELOPMENT
PROJECT (LOAN NUMBER 3288 MON (SF) AND 3287 (MON))

We have audited the Imprest Account Statement for the year ended December 31, 2020 of Additional
financing of the Agriculture and Rural Development Project, that was prepared within the loan
agrccment Loan Number 3288 MON (SF) aud 3287 (MON) framework to support withdrawals,

We have conducted our audit in accordance with generally accepted auditing standards, on a test basis
examined evidence documents that support the amounts and disclosures in imprest Account Statement.

An audit also includes assessing the accounting principles used and significant estimates made by
management as well as evaluating the overall statement presentation. We believe our audit provides a
reasonable basis for our opinion.

In cur opinion, the Imprest Account Statement was prepared in accordance with the ADB Loan
Disbursement Handbook, cash replenishment and liquidation of the Imprest Account are presented fairly.

e

BAKER'TILLY DALAIVAN AUDIT LLC
ULAANBAATAR| May 25, 2021
|/ MONGOLIA. |

@ bakertitly

INTERNATIONAL




Additional financing of the agriculturc and rural devclopment project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON (SF)

Agriculture and Rural Development Project-Additional Financing

AUDITED IMPREST ACCOUNT STATEMENT (BOM - 3430403015)

as at December 31, 2020

2019.12.31
USD

2020.12.31
USD

Part A - Account transactions
Beginning balance
Add:
Total amount deposited current year
From sub account
Bank interest earned
Deduct:
Total amount withdrawn
Transferred to sub-account (USD)
Transfer to ADB
Bank charges

2,603,370.79

2,410,205.82

193,164.97

6,079,795.98

6,267,648.33

Ending balance

193,164.97

5,312.62

Part B - Account reconciliation
Amount advanced by the ADB
Bulauce of Timpresi Account at the end of the year
Add;
Liguidation of balance of imprest account
Amount withdrawn and not vet claimed
Amount claimed and not yet credited
Bank charge
Foreign exchange loss
Balance of Sub-account
Transfer to ADB
Deduct;
Interest earned

193,164.97

5,312.62

Total advance transferred to Imprest account,

193,164.97

5,312.62

T Batsaikhan %2
Project Director

< 7 Mvshinsanaa
" Project Coordinator

Z.Arl

setseg

Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON
Agriculture and Rural Development Project-Additional Financing

AUDITED IMPREST ACCOUNT STATEMENT (BOM - 3430403014)
as at December 31, 2020

2019.12.31 2020.12.31
USD USD

Part A - Account transactions

Beginning balance 1,939,901.09 3,005.32
Add:

Total amount deposited current year 5,668,179.72 730,440.67

From sub account - -

Bank interest earned - -
Deduct:

Total amount withdrawn

V(I Loan transferred 7.605,075.49 587,939.58
Transfer to ADB - -
Bank charges - -

Ending balance 3,005.32 145,506.41
Part B - Account reconciliation

Amount advanced by the ADB
Balance of Imprest Account at the end of the year 3,005.32 145,506.41
Add:

Liquidation of balance of imprest account - -
Amount withdrawn and not vet claimed - -
Amount claimed and not yet eredited - -
Bank charge

Foreign exchange loss - -
Balance of Sub-account - -
Transfer to ADB - -

Deduct:
Interest earned - -

Total advance transferred to Imprest account. 3,005.32 145,506.41

Prepared and reviewed by:: oot Xeryg

Ty i oY
o] 3

IBatsaikhan = . reT 2o T uvshinsanaa Z.Artantsetseg
Project Director 2 ———10"

_ ,v.__c,.:-._'_l_?'.'rciject Coordinator Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF} and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED IMPREST ACCOUNT STATEMENT
(State bank 106000037032)

as at December 31, 2020
2019.12.31 2020.12.31
USD USD
Part A - Account transactions
Beginning balance 59,851.06 292.686.15
Add:
Total amount deposited current year 1,200,059.78 1,012,086.82
Bank interest earned 2,618.77 1,151.61
Other income - 7,439.67
Deduct:
Total amount withdrawn 102,423 .64 7,771.31
Transferred to sub-account (USD) - -
Transferred to Treasury account (MNT) 545,777.65 -
Transferred to sub-account {MNT) 318,616.42 1,014,233,72
Transfer to ADB - -
Bank charges 406.98 184.34
Closing of account 2,618.77 1,151.61
Ending balance 292,686.15 290,023.27
Part B - Account reconciliation
Amount advanced by the ADB 473,576.11 473,576.11
Balance of Imprest Account at the end of the year 292,686.15 290,023.27
Add:
Liquidation of balance of imprest account - -
Amount claimed and not yet credited 173,189.80 128,435.61
Bank Charges 501.04 685.38
Ending balance of MNT Account No.100900011912 at 202.676.04 42.207.46
Treasury
Ending balance of USD Account No.106000037041 State Bank - -
Ending balance of MNT Account No.104900067747 State Bank 1,55 72.21
Ending balance of MNT Account No. 100900011809 Treasury 10,239.22 16,572.26
Ending balance of USD Petty cash - -
Ending balance of MNT Petty cash 7.94 129.66
Transfer to ADB - -
Interest income allocation 2,620.50 1,151.61
Foreign exchange difference (Loss) 6,929 .34 17,165.58
Deduct;:
Bank interest earned 12,612.53 13,764.14
ADF VCI remaining at No.100900011912 292,662.94 -
Foreign exchange difference (Gain) - (71.40)
Other income - 9.174.19
Total advance transferred to Imprest account, 473,576.11 473,576.11

Baker Tilly Dalaivan Audit LLC 18 Audited financial statements




Additional financing of the agriculturc and rural development project Loan number 3288 MON {SF) and 3287 MON
as at December 31, 2020

Prepared and reviewed by:. ool

J.Batsaikhan 3

i Z.A setseg
Project Director 24,

Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank

Loan 3288-MON (SF)

Agrlonlines and Rarnl Bevelopment Project- Additional Financing

AUDITED USD SUB-ACCOUNT STATEMENY

(State bank 106000037041)
as at December 31, 2020

2019.12.31 2020.12.31
USD UsDh
Account transactions
Beginning balance 29.275.72 -
Add:
Transferred from Imprest account (State bank - -
106060037032}
Bank interest earned 20.45 -
Transferred from Sub-account (State bank 104900067747)
Deduct:
Total amount withdrawn
Transferred to MNT Sub-account at State bank 13.396.17 -
(104900067747}
Consulting Services 15,900.00 -
Transferred to USD petty cash - -
Bank charge - -
Ending balance - -
Prepared and reviewed |
-.'-I_\‘\ T Z
J Batsaikhan - o~ "% _/%A7 Fuvshinsanaa Z.AridniSetseg
Project Director 7 Faaras 9. Préject Coordinator Project Accountant
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Additional financing of the agriculturc and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON (SF)

Agriculture and Rural Development Project-Additional Financing

AUDITED USD SUB-ACCOUNT STATEMENT

(State bank 104900067747)

as at December 31, 2020
2019.12.31  2020.12.31
UsD USD
Account transactions
Beginning balance 709.63 1.55
Add:
Replenishment from Imprest Account (State bank) 9,156.07 -
Replenishiment from Operational Account (State bank-USD) 2,173.19 -
Transferred from Sub-account at Treasury (100900011912 ) - 14,460.92
Bank interest earned 1.73 -
Foreign exchange difference (Gain) - 4.53
Deduct:
Transferred to cash on hand (MNT) 5,466.23 -
Transferred to MNT Sub-account at Treasury (100900011110) - -
Training (RID, VCI, PMU) 1,578.80 14,394.79
Project Management expenses
PMIT staff remuneration 4,725.09 -
Communication expenses 178.77 -
Advertisement expenses - -
Office supplies 87.72 -
Field trips - -
Transportation expenses (fuel) - -
Transport repair, service & garage expenses - -
Other expenses - -
Bank Charges 1.73 -
Foreign exchange difference (Loss) 0.73 -
Ending balance 1.55 72.21
ﬂ \ 01 15-Mi
] Batsaikhan - gl A Puvshinsanaa Z.AridniSetseg
Project Director s ¥0: Prefect Coordinator Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED CASH ON HAND (USD)

as at December 31, 2020
2019.12.31 2020.12.31
USD USD
Account transactions
Beginning balance - -
Add:
Iransterred from USD Sub-account at State bank - -
(106000037041)
Other income -
Deduct:
Transferred to cash on hand (MNT) - -
Marketing and Brand development expenses - -
Training (PMU) - -
Consulting services (PMU} - -
Ending balance iy - -
Prepared and reviewed“:ﬁy: :
il TS //_—’
1 28\ i
M ' « TCT 2\pg1aq
] .Batsaikhan “ ; uvshinsanaa Z.Ari seg
Project Director ik oject Coordinator Project Acéountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF)} and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED CASH ON HAND (MNT)
as at December 31, 2020

2019.12.31 2020.12.31

USD USD
Account transactions
Beginning balance 8.25 - 7.94
Add:
Transferred from MNT Sub-account at State bank 5.466.23 i
(104900067747) ?
Transferred from Sub-account (at Treasury i 702.18
100906011809}
Other income - -
Foreign exchange difference (Gain) 1.79 0.18
Deduct:
Marketing and Brand development expenses
Training 4,260.99 -
Project Management expenses
Communication expenses 39.45 71.20
Advertisement expenses - -
Office supplies 490.51 157.77
Field trips 233.29 3.06
Transportation expenses (fuel) - -
Transport repair, service & garage expenses 85.67 222,46
Other expenses 328.42 126.15
Foreign exchange difference (Loss) - -
Ending balance _ 7.94 129.66
Prepared and reviewed b /
J.Batsaikhan Z.A Ssetseg

Project Director Project Accountant
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Additional financing of the agriculture and rural development projcct Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government aof Mangalia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF REVOLVING FUND ACCOUNT
Ulaanbaatar Cily Bauk - 2600066567 USD

as at December 31, 2020
2019.12.31 2020.12.31
uUsp UsSD
Account transactions
Beginning balance 38,738.27 77,093.60
Add:
Transferring funds from ARDP
VI Loan repayment 37,500.00 -
Loan repayment -
Bank interest earned 861.32 121.70
Other income -
Deduct:
Transferred to the BOM Imprest Account
Transferred to Operational Accounts -
Bank Charges 5.99 77,213.71
1.59
Ending balance 77,093.60 -
@ _—J“‘“*
Prepared and reviewe‘d_ by
J .Batsaikhaﬁ"-”’_ﬁ > LA etseg

Project Director
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)

Agriculture and Rural Development Project-Additional Firancing

AUDITED STATEMENT OF REVOLVING FUND ACCOUNT
Ulaanbaatar City Bank - 2600066556 MNT

as at December 31, 2020
2019.12.31 2020.12.31
UsD USsD
Account transactions
Beginning balance 33,378.55 105,287.96
Add:
Transferring funds from ARDP -
VCI Loan repayment 72.506.18
VI Loan interest income 3,068.61 495 36
Other income -
Foreign exchange difference (Gain) -
Deduct:
Transferred to the BOM Imprest Account -
Transferred to Operational Accounts -
‘I ransterred to the Treasury - 104,873.79
Bank Charges 5.99 1.20
Foreign exchange difference (Loss) 3,659.39 908.33
Ending balance 105,287.96 -
Prepared and reviewe(_i__'-hj;?
Vi
J Batsaikhan - 7. Affufitsetseg

Project Director Project Accountant
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Additional financing of the agricuiture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agricalture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF DEPOSIT ACCOUNT
Ulaanbaatar City Bank - 2600095895 USD

as at December 31, 2020
2019.12.31 2020.12.31
UsD USD
Account transactions
Beginning balance 1,700,000.00 1,793,500.00
Add:
From Revolving Fund account - -
Bank interest earned 93,500.00 16,067.79
Other income
Deduct:

Transferred to the BOM Imprest Account - -

Transferred to Deposit account at  State  bank - -
106000061113 USD

Transferred to the Treasury 1,809,566.56
Bank Charges - 1.23

Ending balance it 1,793,500.00 -

Prepared and review d by

& > =
’//7%:._- . {/z ;’ 7
J.Batsaikhan 745 =T Pivshinsanaa 7 K ‘{mptqu
Projoot Dircotor """ Plﬁjcct Coordinator Pioject Accuisiiaiit
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Devolopment Project-Additional Financing

AUDITED STATEMENT OF DEPOSIT ACCOUNT
Ulaanbaatar City Bank - 2600095894 MNT

as at December 31, 2020
2019.12.31 2020.12.31
USD USD
Account transactions
Beginning balance 1,906,981.67 2,118,499,22
Add:
From Revolving Fund account -
Bank interest earned 278,357.05 37,631.63
Foreign exchange difference (Gain)
Deduct;

Transferred to the BOM Imprest Account - -

Transferred to Deposit account at State bank - -
106000061113 USD

Transferred to the Treasury - 2,137,866.89
Bank Charges - 0.84
Foreign exchange difference {Loss) 66,839.50 18,263.12
Ending balance 2,118,499.22 -

Prepared and reviewc_qi_;.ﬁg!:

T |

J.Batsaikhan r 134
Project Director 7
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Additional financing of the agriculture and rural development project Loan number 3288 MON {SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF GOV'T ACCOUNT
(State Bank: 104900062938 - USD)

as at December 31, 2020

2019.12.31  2020.12.31
USD USD

Account transactions

Beginning balance 40,811.74 -

Add:
ncome from BOM Imprest Account - -
Income from Imprest Account - -
Bank interest earned 173.31 -
Other income

Deduct:
Marketing and Brand development expenses - -
Training - -
Consulting Services - -
Project Management expenses - -
Closing of account 4(,985.05 -

Ending balance . - -

Proparcd and mvicws;J.}l;y__. A

Y Buatsuikhan _ 2 - uvshinsanaa Z. A Lselsey
Project Director " Pr‘_ﬁiect Coordinator Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Govarnmeant of Mongnlin
Asian Develnpment Rank
Loan 3287-MON, 32ZR8-MON (Sk)
Agriculture and Rural Development Projeet Additional Financing

AUDITED STATEMENT OF GOV' SUB-ACCOUNT
(State Bank: 104900063340 - USD)

as at December 31, 2020

2019.,12.31 2020.12.31

USD UsD
Account {ransactions
Beginning balance 158.20 -
Add:
Income from Gov't Imprest Account (SB 104900062938) - -
DBanlk intcrest camed 0.32 -
Other income - -
Deduct:

Transferred to cash on hand (MNT) - -
Marketing and Brand development expenses - -
Training - -
Consulting Services - -
Equipment - -
Project Management expenses - -
Closing of account 158.52 -

Ending balance i3y - -

Prepared and rewewedby . o Ol

m'
J Batsaikhan AHEARTRS ‘Pivshinsanaa Z.A etseg
Project Director ol Ptdject Coordinator Project Accountant
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Additional financing of the agrtculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF GOV'T SUB-ACCOUNT
(State Bank: 104900063354 - MNT)

as at December 31, 2020

2019.12.31 2020.12.31
USD USD

Account transactions

Beginning balance 11,146.11 =

Add:
Income from Gov't Imprest Account (State bank) z -
Income from Gov't Sub-Account (State bank-USD) - -
Revenue from closing of ADB accounts = -
Bank interest earned 68.58 3
Other income 112.86 &
Foreign exchange gain/loss 32.61 ~

Deduct:
Transferred to cash on hand (MNT)
Marketing and Brand development expenses 1 -
Training - -
Equipment - -
Project Management expenses
PMU st (T renuneration - -
Advertisement expenses 75.46 -
Other cxpenscs 5 -
Bank Charges - -
Closing of account 11,284.70 3
Foreign exchange difference (Loss) - £

Ending bhalance - 1

Prepared and rev1ewgd ‘MH—%
37
S

(i DF.- v

25 91 5-non(sr,

nlselsey

\'5.
J Butsmldmn\\icr #ntyg
Project Accountant

9
Prujet Dit ecfﬁfn:;‘wmww o

Yty et
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Additional financing of the agriculturc and rural development project Loan number 3288 MON {8F) and 3287 MON
as at December 31, 2020

The Guvermuenl of Mungulia

Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF CASH ON HAND (MNT)
as at December 31, 2020

2019.12.31 2020.12.31
USD USD

Account transactions

Beginning balance 1.94 1.88

Add:
Replenishment from Sub-Account (State bank - USD) - -
Replenishment from Sub-Account (State bank - MNT) - -
Qther income - -
Foreign exchange difference (Gain) - -

Deduet:
Marketing and Brand development expenses - -
Training - -
Project Management expenses -
Communication expenses - -
Advertisement expenses - -
Office supplies - -
Electricity expenses - -
Office rent expenses - -
Field trips - -
Transportation expenses (fuel) - -
Transport repair, service & garage expenses - -
Other expenses - -
Foreign exchange difference (Loss) 0.06 0.08

Ending balance ST, 1.88 1.80

Prepared and 1'evie'\;#§'3 by:

J.Batsaikhan 7, <) uvshinsanaa Z. setseg
Project Director i Project Coordinator Project Accountant
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Additional financing of the agriculturc and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia

Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF DEPOSIT ACCOUNT
State Bank - 106000061113 USD

as at December 31, 2020

2019.12.31 2020.12.31

USD USD
Account transactions
Beginning balance 2,122,559.48 -
Add:
From Revolving Fund account - -
Bank interest earned 116,518.33 -
Foreign exchange difference (Gain) - -
Deduct:
Transferred to the BOM Immprest Account - -
Transferred to Deposit account at Ulaanbaatar city
bank 2600095895 USD - -
Closing of account 2,239,075.60 -
Bank Charges 2.21 -

Foreign exchange difference (Loss) - . -

Ending balance _ - -

Prepared and reviewég"b.y:_ i d

J.Batsaikhan BARTAr 1Oy Z.Ax etseg
Project Director friine Project Coordinator Project Accouniant
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Additicnal financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF DEPOSIT ACCOUNT
State bank - 106000061100 MNT

as at December 31, 2020
2019.12.31 2020.12.31
USD USD
Account transactions
Beginning balance 1,865,123.92 -
Add:
From Revelving Fund account - -
Bank interest earned 275,730.74 -
Foreign exchange difference (Gain) - -
Deduct:
Transferred to the BOM Imprest Account - -
Transferred to Deposit account at Ulaanbaatar city - -
bank 2600095894 MNT
Closing of account 2,089,456.59 -
Bank Charges 2.21 -
Foreign exchange difference (Loss) 51,395.86 -

Ending halance - -

Prepared and reviewed by .

V. h =
J Batsaikhan 5~ Z.Afitsetseg
Project Director Project Aeconntant
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as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF GOV' SUB-ACCOUNT
(State Bank: 106000061192 - MNT)

as at December 31, 2020

2019.12.31 2020.12.31

Usp UsDh
Account transactions
Beginning balance 250,159.76 -
Add:
Income from Gov't Imprest Account (Chingis Khan - -
Dank 5101000296)
Rank tnieresi earnad 1,534.14
Other income - -
Foreign exchange difference (Gain) 719.54 -
Deduct:
Transferred to Gov't MNT Sub-account 59.925.52 -
Project Management expenses
Bank Charges - -
Closing of account 192,487.92 -
Foreign exchange difference (Loss) - -

Ending balance it - -

Prepared and revie\%{:'al by

J.Batsaikhan "%
Project Director

Pr6ject Coordinator Projett Accountant
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The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF GOV' SUB-ACCOUNT
{State bank: 340101938272 - MNT)

as at December 31, 2020
2019.12.31 2020.12.31
USD USD
Account transactions
Beginning balance 31,208.30 -
Add:
Income from Gov't Imprest Account (Chingis Khan - -
Bank 5101000296)
Bank interest earned 172,14 -
Other income - -
Foreign exchange difference (Gain) 73.93 -
Deduct:
Transferred to Gov't MNT Sub-account 3,904.18 -
Project Management expenses
Social security contributions 590.64 -
Office rent ' 3,297.03 -
Bank charge - -
Closing of account 23,662.52 -
Foreign exchange difference (Loss) - -
Fnding balance = - . -
Prepared and rewewed by: :
|I £ i 2 L
J .Batsail(.'liéil_li'_;.;_\;;j . S L Z.Ariuntsetseg
Project Director /1 Project Coordinator Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MUN, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF REVOLVING FUND ACCOUNT
Natlonal Investment Bank -2993005481 MNT

as at December 31, 2020
2019.12.31 2020.12.31
UsD UsSD
Account transactions
Beginning balance 594,375.71 921,838.99
Add:
Transferring funds from ARDP
VCI Loan repayment 168,186.39 -
VCI Loan interest income 270,153.12 -
Bank mterest income 26,026.18 17,044.17
Other income-fines - -
Foreign exchange difference (Gain) - -
Deduct:
Transferred to the BOM Imprest Account - -
Transferred to Operational Accounts 105,530.94 217,059.44
Bank Charges - -
Foreign exchange difference (Loss) 31,371.47 31,210.69
Ending balance 921,838.99 690,613.03
Prepared and reviewed by ("__
) Batsaikhan & JAuvshinsanaa Z.Ariuntsetseg
Project Director "™ Project Coordinator Project Accountant
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Additional financing of the agriculture and rural devclopment project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)

Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF REVOLVING FUND ACCOUNT

Chinggis Khan Bank -5101000198 MINT

as at December 31, 2020
2019.12.31 2020.12.31
USD USDh
Account transactions
Beginning balance 731,055.37 2,236,247.63
Add:
Transferring funds from ARDP
VCI Loan repayment 696,372.11 32,020.58
VCI Loan interest income 842,390.28 16,807.90
Bank interest income 22,744 .57 85,631.09
Other income-fines 21.97 -
Deduct;
Transferred to the BOM Imprest Account - -
Transferred to Operational Accounts - -
Transferred to Sub- account (at Treasury 100900011939) - 7,465.84
Bank Charges 6.75 6.57
Foreign exchange difference (Loss) 56,329.95 93,551.94
Ending balance 2,236,247.63  2,269,682.85

Prepared and reviewed by: \

J.Batsaikhan \x Enat

Project Director “#a7ar Préfect Coordinator

Z.Ariuntsetseg
Project Accountant
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Additional financing of the agriculturc and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF MNT SUB-ACCOUNT AT TREASURY
(Treasury-100900011939)

as at December 31, 2020
2019.12.31 2020.12.31
USD USD
Account transactions
Beginning balance - 270,524.39
Add:
Transferred from MNT  sub-account (BOM "
3430403014) 7,605,075.52 587,939.58
Replenishment from Operational Account (National
investment bank 2999005481) 105,552.03 217,059.44
Transferred from MNT sub-account (Chinggis Khan ) 746596
bank 510¢1000198) T
VI Sub-Loan interest income 7429372 1,363,757.96
VCI Sub-Loan principal repayment 92,762.19  3,505,273.59
Deduct:
VCI Loans 7,601,672.10 587,939.58
. V(I sub-lo‘an repayment & interest payment (Ministry . 4,974.30647
of Finance Mongolia)
Foreign exchange difference (Loss) 5.486.97 69,042.40
Ending balance i 270,524.39 320,732.47
Prepared and reviewec':i:.-By::‘_ . "
A AT P
/ rd fa* I\I..-'-T- __-_‘,“ar_ /\i; by x’}
J. Dalsaithlian e o0 Lt ey :'J;('\rhllim.mm:i Zrlhnweoy
Project Director Project Coordinator Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank

Loan 3287-MON, 3288-MON (SI')

Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF MNT SUB-ACCOUNT AT TREASURY

(Treasury-100900011912)
Ay 4t Necember 31, 2020

2019.12.31 2020.12.31
USD USD
Account transactions
Beginning balance - 292,676.04
Add:
Income from Gov't Imprest Account (State bank
106000037032) 575,797.66 733,098.59
Transferred from MNT sub-account
(BOM 3430403015) 2,410,205.82 6,267,648.32
Foreign exchange difference (Gain) - 49.34
Deduct:
Transferred from MNT sub-account (State bank
104900067747 ) 1,579.19 14,467.38
VCI Loans 2,108,972.28 6,560,311.25
Marketing and Brand development expenses 119,128.41 69,836.55
Training 341,18736  247,156.47
Works, Equipment & Materials 107,531.97 351,667.93
Project Managerent expenses
PMU staff remuneration = -
Communication expenses (internet and handphone) 2,176.96 -
Advertisement expenses 454.25 91.41
Car insurance 1,309.38 1,042.06
Audit expense - 6,601.78
Foreign exchange difference (Loss) 10,987.64 =
Ending balance 292,676.04 42.207.46

Prepared and reviewed;

J Batsaikhan® . 3 <" AAuvshinsanaa

3 X gl gt . -
Project Director ~“urma  Project Coordinator

Z.Ariuntsetseg
Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank

Loan 3287-MON, 3288-MON (SF)

Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF MNT SUB-ACCOUNT AT TREASURY

{Treasury-100900011809)

as at December 31, 2020
2019.12.31  2020.12.31
USD USD
Account transactions
Beginning bhalance - 10,239.22
Add:
Transferred from MNT sub-account (State bank 419373
104900067747 ) o
Transferred from MNT sub-account {State bank
06000037032 ) ( 287,284.53  281,140.74
Other income - 1,800.15
Deduct:
Transferred from MNT sub-account (State bank 594,00 i
104900067747 ) ’
Transferred to cash on hand (MNT) - 702.18
Training 21,040.13 1,593.24
Consulting Services 173,828.62 178,028.17
Project Management expenses
PMU staff remuneration 53,933.74  57,474.85
Communication expenses (internet and 2.901.59 2.803.00
handphone)
Advertisement expenses 2,066,114 1,082.93
Office supplies 3,729.85 2,677.59
Meld wlps 6,030.30 13,651.22
Transportation expenses (fuel) 5,176.86 4,221.38
Transport repair, service & garage expenses 7.318.62 10,725.78
Other expenses 2,297 .89 3.6016.72
Foreign exchange ditterence (I .0ss) 1,721.30 39.79
Ending balance 10,239.22 16,572.26

Prepared and 1'01.fiov.fod_.5y:/

Ao

. T 5= FOT SNO1a4 /..j': . / .
JBalsaikhan:” 5. =7 =911 755 J Thvshinsanaa
o

Project Director 74 Eanri 100" Project Coordinator

%7’

/ 7~

/ /
Z.M{u‘ﬁltsetseg

Project Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

The Government of Mongolia
Asian Development Bank
Loan 3287-MON, 3288-MON (SF)
Agriculture and Rural Development Project-Additional Financing

AUDITED STATEMENT OF MNT SUDB-ACCOUNT AT TREASURY
(Treasury-100900011606 GOV)

as at December 31, 2020
2019.12.31 2020.12.31
USD UsSDh
Account transactions
Beginning balance - -
Add:
Income from Revolving Fund Account 4,384,758.54 -
R_efund of the previous vear’s Treasury account L 4279718.52
outstanding
Ciovernment contributinn 15,808.81
Other income 832.77 -
Bidding income - 1,437.69
Deduct:
Transferred to  Sub-Account for  Social i
contributions (MNT) i
Consulting services 647.58 -
Project Management expenses
Social Security Contribution 6,737.27 7,131.75
Office rent expenses 36,013.53 37.273.80
Tranefer to Treasury 4312,017.75  4,280,909,74
Bidding cost - 1,197.86
Foreign exchange difference (Loss) 30,175.18 451.87
Ending balance - -
Prepared and reviewé_'gi:_, by
TBatsaikhan ) 55 - ZApintsetseg
Project Director Prdjeet Coordinator I'roject Accountant
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

1. PROJECT BACKGROUND

On October 28, 2015, The Government of Mongolia (GoM) entered info two loan agreements (Loan
Number 3287-MON and 3288-MON (SF)) with the Asian Development Bank (ADB) to lend to the
Borrower from ANB's Special Funds resources an amount in various currencies equivalent to Spasial
Drawing Rights (SDR) 10,719,000 and $35,000,000 from ADB's ordinary capital resources, respectively,
for the purpose of funding the Additional Financing of the Agriculture and Rural Development Project (the
Project). Each loan agreement went into effect on a date 90 days after the date of the loan agreement. Loan
agreement is expected to be completed by June 30, 2021.

The objective of the Project is to increase value addition on Mongolian agricultural resources. The Project
outputs comprise:

Output 1. Financing of Value Chain Investments

This output comprises of: (a) preparation of value chain investment proposals; (b) due diligence of sub-
projects; (¢} provision of Sub-loans to Participating Enterprises to improve their value chains and/or to
enhance their production and productivity; and (d) capacity development within Participating Banks and
Participating Enterprises in the area of financial management, value chain development and sncial and
environmental safapnards acenrdingly

Uulpul 2. lmprovement ot Production Capacity of Herders and Farmers

This output comprises: (a) capacity development of herders, farmers and primary processors of agricultural
products; (b) provision of veterinary medical supplies, equipment, machinery, material and inputs for
herders, farmers and primary processors of agricultural products; and (c) construction of livestock primary
processing facility.

Qutput 3. Imprevement_of Marketing and Technical Capacity of Participating Enterprises

This output comprises: {a) marketing and technical capacity development of the Participating Enterprises
to enable them to produce and deliver high value and/or quality products to domestic and international
markets; and (b) provision of equipment and capacity development of technical and research institutes
dealing with food and agriculture products.

Qutput 4. Development of Mongolian Product Brand(s)

This output comprises (a} brand development of export-oriented products, and (b) promotion and
management of brand(s) developed and/or to be developed under the Project.

The Ministry of Tinanes, av (e Toccatiog Ageaey (BAY Lae vvwiull avovuatabilily wod tosponstUltey foe
project planning, munagement, and implementation. Specifically, it has direct accountubilily and
responsibility for implementation of output 1 and the project management. The Ministry of Food,
Agriculture and Light Industry is the Implementing Agency (IA) that is responsible for the project outputs
2,3 and 4,

The Project Management Unit (PMU)’s main duties are to assist the EA and IA in project planning and
implementation, including consultant recruitment, procurement, and financial management as well as
monitoring the project implementation. Under output 1, PMU (i) collaborates with the project participating
banks (PPBs) to recruit and select project participating enterprises (PPEs); (i) conducts training and
provides advices to companies and cooperatives; (iii) conducts assessment and analysis PPFs’ value chain
mvestment proposals, as well as financial| husinass, enviranmental, and saecinl duc diligence for VCI
progmisals i vrnanltativee with aelevent govsanent agencies sud ADB; {(iv) cubmits and prosonts
assassmants nf qualified sub-projects (0 ADR and Project Steering Committee for approval and finonaing,
and (v) conducts monitoring and an assessment on the ongoing sub-projects.
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as at December 31, 2020

The table shows the comparison between ADF loan proceeds and cumulative expenditures as of
December 31, 2020,

Total Amount | Total expenditures
No. Item Allocated for ADB | cumulative to Dec | Disbursement
Financing (USD) 31, 2020 (USD) %
1 Works 722,692.00 425,625.12 58.89%
2 Equipment and Materials 1,906,573.59 1,479,272.77 77.59%
3 Consulting services 888.845.00 886,634.06 99 75%
4 Value Chain Investments 8,689,622.77 8,669,283.53 99.77%
5 Training 1,121,715.00 1,055,433.97 94.01%
6 | Marketing and Brand Development 674,096.00 207,617.90 30.80%
7 | Project Management 600,794.41 515,558.69 85.81%
8 interest 207.,275.00 246,375.77 118.86%
Total 14,811,613.77 13,485,801.81 91.05%

The table shows the comparison between ADB OCR loan proceeds and cumulative expenditures as of

December 31, 2020.
Total Amount | Total expenditures
No. Item Allocated for ADB | cumulative to Dec | Disbursement
Financing (USD) 31, 2020 (USD) Yo
1 Value Chain Investments 32,950,000 32,801,990.20 99.55%
2 | Interest and commitment charges 2,050,000 2,050,000 100%
Total 35,000,000 34,851,990.20 99.58%
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2. PROJECT IMPLEMENTATION PROGRESS

In 2020 the overall performance of the Project had effects of the following: (i) as this is a Project
completion year, the PMU paid attention on use of loan proceeding as full as possible, that made PMU
review the budget and make proposals on possible allocation between the budget lines; (ii) long delays
in loan approval process by the Project Stecring Committee (PSC) due to structural changes as well as
new appnintments that led ta changes in the membere of the PSC; (iii) Strictor roatrietiona and lockdowns
due to Covid-19 especially at times which were crucial for the PPEs (such as harvesting, sale premoting
festivals) affected the PPEs operation severely. The PMU took the affordable steps and actions to achieve
the targets. The following were done for 2020 reporting peried.

Qutput 1. VCI financed. Under this output PMU has done the following:

A. Work with project participating banks

(1

(i)

Maintained regular communication with 5 banks except NIB, which the Project stopped on-
lending due to non-compliance since 2019 and received loan applicatiens from 4 PPBs except
TDB, whose NPL ratio was exceeded agreed limit. The PMU reviewed 10 proposals submitted
by PPB before their processing and did follow up, which included some guidance and
instructions to credit/customer relations officers to improve both completeness of application
and proposals and Lack ad forward communications with them. Somce of these proposals were
rejected since they lacked viability and feasibility. Full assessment of 8 subprojects were
completed and approved by PSC. Among them, there were 3 PPEs which had received some
coaching to improve the planning and a business proposal. The coaching was given to
individual staff and management. 5 subprojects were the ones, which the PMU completed full
assessment pervious year but the PSC meeting was not called for 6 months the PMU had to
update the assessments, so for some subprojects the valid time for Credit Committees’ decision
were expired, PPBs had to do the processing again and the PMU as well to repeat the process
from the beginning to verify and review the previous data and information.

As lockdowns and stricter restrictions due to Covid-19 affected the PPEs financial situations
so that created problems for repayments the PPEs made requests to the PMU through the PPBs
to make changes in the repayment schedule in accordance to the Government decision on
Covid-19 impact mitigation measures. The PMU received the requests, did assessments and
analysis for confirmation their requests and introduced the findings to PSC. The analysis and
assessment included verification through sitc visits, verification of [uausial recurds, All
together 10 requests were received and after due diligence 3 requests were turned down by the
PMU, analysis and assessments of 7 were completed and introduced to PSC, which approved
6 requests and rejecled request from one PPE. Afier approval by the PSC one PPE was not able
to sign the amendment in the repayment schedule, as during the time the PPE’s request was
processed the PPB expecied them to achicve certain sales but they were nol able Lo achieve it
due to the board closer and the PPB was not satisfied with this turning, so they did not make
changes in the repayment schedule. Among the ones which got the changes in the repayment
schedule there was a PPE which had second rescheduling as they did not achieve the expected
recovery from the decline started in 2019,

(iii) Information and reports on the compliance of prudential ratio of 5 PPBs which are working
with the Project was received in the format the PMU developed and sent to ADB. The NPL
ratio of TDB did not still meet the agreed limit and ather PPBs stay compliant.

(Iv) The PMU sent reminder about 2 subprojects, which are far hehind in the implementation 1o
Golomt and Khan Banlaa. One PPE agreed to vepay the loan in May 2021,

QOutcome:

Full assessments of 5 subprojects were updated on the base of verification, confirmation and new
data collection, after some of them were sent back to PPBs as the Credit Committee decisions were
expired. The PMU worked together with PPBs and PPEs to improve proposals of 3 PPEs subprojects
aud complele due diligence. As result, financing of ¥ subprojects were approved by PSC and
financing of 7 of them was completed. 10 requests for rescheduling of repayment were received

Baker Tilly Dalaivan Audit LLC 44 Notesto-the finaneial statements |




Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

through the PPBs and the PMU did analysis and assessment for confirmation. 5 of them have made
changes in the loan contracts and rescheduling as approved by PSC. During the reporting period the
PMU has worked with 4 PPBs which meet the prudential ratios. The PPBs have been involved in the
monitoring of subprojects.

B. Work with participating enterprises

(i)

(i)

(iii)

(iv)

)

Proposals of 8 PPE were reviewed before they applied through the PPBs. 2 of them applied
through the PPB after they had made improvements in accordance to the PMU’s advice and
instructions and got approved for financing.

Full assessments of 4 subprojects, which were completed to late 2019 were updated and full
assessment of 2 subproject was completed, since the PSC was not called until 8 April 2020,
Updating involved repeating the PMU assessment process again for confirmation by
inferviewing management, employees, where possible customers, review and verify market
and sales data. Full assessment of 2 more subprojects was done and introduced to PSC for
approval. Full assessment includes due diligence, including enquiries from customers,
inspections agencies, physical observations, exploring distribution and sales, data collection
and analysis as well as verification of information and evaluation of viability and feasibility of
proposal based on sector analysis and other data. Assessments of 3 subprojects were cleared
by ADB.

Face to face meeting was held with 5 PPEs which shared outline of their proposal, ideas to
have advice and guidance of the PMU consultants. This number is far lower than previous
years, since most of the information about the project, financing, selection criteria are available
in the website and also PMU informed the remaining financing to PPBs. The team from BEST
program financed by USAID accompanied 4 enterprises, which are receiving assistance from
the Program to share their plane with the PMU consultants. Advice by the PMU included
required research, improvements needed in both enterprise and proposal they shared before
they seek financing from ARDP in terms business plan viability, feasibility of implementation,
sucial, gender und enviromnent compliance. The due diligence was thoroughly explained and
advice was given about complete application, including necessary permissions, certificates and
basic documentation and public consultation.

Implementation briefing was done the 7 project implementation teams, which includes a focal
peint person and management of the PPEs, whose project loan financing was approved.
Briefing includes the PMU’s consultants briefing on assessment findings and advice on
overcoming weaknesses and strengthening good practice elements, areas where the enterprises
need more attention and focus during implementation for development and risk averse actions,
exchange of ideas about mitigation of impacts and implementation for success as well project
reporting requirements, both external and internal monitoring. Minutes of briefing meetings
are taken and records are sent to PPEs with the finalized implementation plan. The PPEs are
reminded to inform about the changes in the implementation plan in timely manner to PMU in
written and PMU’s confirmation about such request for change. Frequency of reporting,
monitoring, tools the PMU use monitoring are highlighted to PPEs.

Monitoring of implementation of 44 subprojects, including 7 subprojects, loan contracts of
which were signed during from May to June period was done. It includes receiving quarterly
performance progress report in the format the PMU developed, field visits to PPEs project sites
both in UB and in the countryside, follow up social media, press and media, collect data from
sector reports and Trade Associations bulletins and news and calls and spot visits. Spot visits
were paid to 4 cashmere and wool PPEs and an intensive farm to monitor the implementation
plan progress. Social, Gender and Environment monitoring covered performance of 41 PPEs.
Planned visits were made to 19 locations in 10 provineces to monitor implementation progress
of 21 subprojects, follow the investment and targets of the implementation. Monitoring visits
to PPEs in UB were paid by November. One of the PPEs which had delays in implementation
fully repaid the loan and stopped the implementation only focusing on sales of bee honey which
the PPEs procures from small bee-farmers and households. The another PPE whose project site
was in the area, where big road construction took place causing delay, then Covid-19 pandemic
was the reason the PPE gave for the delay was not proactive enough to prioritize planning.
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(vi)

(vii)

PMU gave warning three times but PPEs did not address the issue properly so they were
requested in consultation with the PPB to repay the loan. Note was sent by Khan Bank to this
PPE, which faced serious delay in implementation due to PPBs decisions and import barriers
both due to animal disease and Covid-19,

Restriction measures implemented by the Government as well as actions taken by other
countries for the prevention and containing Covid-19 pandemic had impacted the PPEs
performances and operations badly since orders for export had been cancelled, uncertain delays
or reduced orders had been made by many export buyers, order placement became uncettain
leaving PPEs in excessive inventory, while most of the processing companies left short of or
without basic raw materials such as chemicals, packaging materials that lead to stoppage on
the top of stoppage due to lockdowns. During 2020 19 out of 44 PPEs experienced longer
stoppages in planned operation time, among them 11 are the PPEs in wool and cashmere
sectors, rest are the PPEs whose customers are corporate customers such as schools,
kindergartens,

Measures taken by the Government for mitigation of impacts of Covid-19 was rescheduling of
loan repayment for businesses, whose sales and operation were hit by the pandemic. The PMU
received requests from the PPEs through the PPBs, who’s Credit Committees endorsed the
requests and made assessment of each PPE which was endorsed by the PPBs and introduced
the assessment to the PSC who approved the requests. The PMU took affordable action to assist
PPEs through this challenging time, by exchanging ideas mobilizing their resources to make
new products for import substitution especially on specific segments of corporate market such
as police, mining sector (winter and outfit uniforms), offer new services (to door delivery
services, online sales and product bundling). This produced some outputs: 3 PPE marketed new
products for import substitution and 2 PPEs introduced new services. 2 PPEs used the window
time when Europe opened their boards to make some export. 2 PPEs in wheat seed production
sector and one intensive farming had organized their harvesting well and had good stock for
winter. 2 PPEs which received their loans at the end of 2019 and end of June 2020 had most of
the earth work for their construction work before the freeze and completed frame construction,
All PPEs in cashmere and wool sector, except 4 had achieved the raw fiber procurement targets,
but achieved small volume of export and final goods sales due to low demand both in semi-
processed and final goods, as well as decline in purchase by retailers who export on themselves
affecting sharp decline Sales and revenues. Lockdowns during major festival times in the
country also affected domestic sales except a few PPEs in food sector. During the reporting
period a monitoring was done by the Internal Monitoring and Auditing Department of the
MOFATT The manitaring team visited PPEs and berder and farmer canperafives wheres ARTP
investments were made in Khovd, Uvurkhangai, Zavkhan, Arkhangai, Khuvsgul, Selenge,
Darlkhan-Uul and Orhon aimags. The team consisting of auditors and sector experts had visited
13 PPEs in these regions and got familiarized with the subprojects plans, project
implementation, inspected investments against the plan, examined the records and financial
statements top verlfy the flnanclhg and use of funding. The 1eam presented a written report on
the findings, paid visit to the State Secretary of the MOFALI and reported they did not find
any lailure or mwisuse and nupleweniation was on track. 8 PPEs, whose loan [ur [inancing was
disbursed either al e ewd of 2019 or (naaneing was spread over end of previous yeur dnd
heginning of 2020 completed the investments at 60-83%. Their implementatinn is on track
except some delays caused by the quarantine and lockdowns due to Covid-19 pandemic which
caused delays in equipment order placement, delivery and installation or delay caused by the
lowered demand in expected new products. Disbursement of a loan for a recipient who is
receiving a second loan is pending.

(viii) The PMU paid attention to engage PPEs in TA8960 and tried to make inputs as they could

(ix)

afford. The PMU participated in meetings with the contractor, who conducted sea-buckthorn
export market survey provided feedback with considerations for PPEs who made already
export or were on the way of exporting and made input to the marketing and branding manual
developed by the International Marketing and Branding expert. The PMU business advisor
made her input in TOR for the Development of the MNF marketing strategy. The PMU
distributed manuals and survey reports produced by TA to the PPEs.

The PMU helped 8 PPEs to participate in the introduction fraining seminar organized by the
BEST program financed by USAID on company’s governance. A PPE has expressed their
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nderest Ao paclicipede i e peogram on cotmpany’s giverpanee ioprovemesnl, The PMU
planned to organize training on Strategic management to PPEs, but it was delayed due to
restriction due to Covid-19 pandemic.

(x) Tace-to face meetings through which enterprises are provided with information and advice was
made with 10 businesses was in tirst halt of 2020 because of availability of financing as well
as restrictions due to Covid-19.

Outcome:

- As of 31 December 2020, total of MNT106,757,100,000.00 or USD43,346,553.50 loans to 45 PPEs
(a PPE received a second loan under AF) were approved, out of this amount MNT 106,257,100,000.00
or USD41,470,373.73 was disbursed in accordance to the on-lending agreement. Loan financing by
sectors is as follows: wool & cashmere-16, leather-3, apparel-1, meat and meat products-7, dairy- 5,
intensive framing-4, fodder making-1, canned vegetable -2, seed production -2, bee-farming/honey
production- 2, berry -processing- 2. 22 of these PPEs are in the countryside, 23 — are in UB. In 2020
loan amount was at MNT 20,168,800,000.00 which makes 19.0% of total VCI Joan financing.

- Monitoring 44 subprojects did not find any misuse of financing, a PPE, which is Ikh Aurag Ord LLC,
which implemented one of the 2 subprojects which had delay, repaid MNT 198,952,000.00. As result
the loan the PPE received was fully repaid. By the performance of subprojects, 10 PPEs implemented
their subprojects with full success, 19 PPEs have implemented their subprojects 100% with elemental
successes, rost of tho subprojeets aro in on track oxocopt one which haa sorious delay.

- Inorder to improve effectiveness of the project, the PMU linked PPEs with other projects and TA, As
a result 9 PPEs have received TA or other assistance. Out of them received 3 PPEs were awarded
national ISO standard certificates as result of the TA piggy backed to ARDP. 4 PPEs introduced ISO
in accordance to their implementation plan, 1 out of them was awarded International ISO standard,
other were awarded ISO standard certificate by the National Agency of the Standardization and
Metrology. 2PPE received MNF certification and other 2 PPEs were awarded bronze and silver rank
international certificates of Sustainable Fiber.

- 8 PPEs which received financing in the reporting period (except one which loans at the end of the
year) created 151 jobs, as the major opportunities were offered by construction work and primary
processing,

Qutput 2. Production capacity of herders and farmers improved:
Output 3. Enterprises’ marketing and technical capacity improved;
Qutput 4. Mongolian product brand(s) developed.

The TA project funded by JFPR is being implemented since 21 March 2017 to support the implementation
of the above outputs.

The Technical Advisory Units (TAU) for food and light industry sectors have been established by decree
of the State Scerctary of MOFALI to provide the overall technical support and guidance.

The TA team has prepared detailed work plan for each sub-sectors encompassing investment, training and
studies and obtained approval from the TAUs.

Summary of Activities for each Outputs:

Output 2. Production capacity of herders and farmers improved:

- I 2020, dree Lraining aclivilies have been iplemented with parteipaton ol 183 PPLs, suppliers,
agriculture cooperatives, farmers and herders for milk, meat, and sea-buckthorn sub-sectors. Topics
of these training activities included veterinary and hygiene requirements for meat and meat products,
establishment, and maintenance of windbreaks in sea-buckthorn plantaticns, good management
practices for milk processing.
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- Technological training for improved handling of raw materials was delivered in 6 aimags (Khentii,
Sukhbaatar, Zavkhan, Khuvsgul, Arkhangai, and Bayankhongor) and two districts in Ulaanbaatar with
participation of 850 herders, cooperative members, local agriculture, and veterinary staff. The training
content consisted of 6 modules with 336 hours duration.

- Video content on primary processing of skin and hides was developed and broadcasted in Malchin
TV, TY9 and MN25 channels,

- Video training manual is prepared for veterinary and hygiene inspection prior and after slaughtering
of livestock.

- In sea-buckthorn sub-sector 2 standards were drafted and obtained approval from the State Agency
for Standardization and Metrology namely: “MNS6849:2020: Technical requirements for windbreaks
of orchards and fruit plantation” and “MNS6850:2020 Technical requirements for variety testing in
fruit plantation and orchards”.

- A set of technical documents and manuals sub-sector (10 chapters, 45 sections, 623 sub sections and
6 appendices) are drafted and submitted to MOFALI and the purpose of this document is to document
the technical requirements for protecting food safety surrounding meat industry.

- Three studies have been completed in bee keeping sub-sector namely: “Study on Bee-pasture
management and training”, “Study on honey-bee pollination effect on the greenhouse plantation” and
“Improving economic efficiency of the sub-sector”,

- Research study of the creation of gene funds for sea-buckthorn and other fruits is completed with
selection of the 20 genetic materials from 6 aimags and 10 soums and 20,000 cuttings were collected
for tests.

- Geophysical explorations (worth of MNT102.1 million) have been undertaken in 82 pasture locations
covering 4 aimags (Bayankhongor, Dornod, Umnugovi and Domogovi).

Construction works for creating 61 deep water well (worth of MNT 1.6 billion MNT) in selected 12
aimags are ongoing. By 31 December 2020 in total MNT 1.1 billion was disbursed for the completion
of 45 deep wells located in Arkhangai, Bayankhongor, Zavkhan, Sukhbaatar, Khovd and Khentii
and construction of the rest 16 deep wells Is ongoing.

Output 3. Enterprises’ marketing and technical capacity improved:

- PPEs for the purpose of improved technical and production capacity, development of the new and
brand products both for export and domestic market were screened in line with criteria and 64 PPEs
(35 for product development) representing 7 sub-scctors were sclected by the TA as approved by TAU.

- There were 6 training events in 2020 with 357 participants covering topics of: good practice for mass
manufacturing of children shoes developed under the TA, veterinary and hygiene conditions for meat
processing, technical manual and technical upgrading training for garment industry, food safety
requirements both in international and domestic markets for meat products.

- Following research studies have been completed and final reports submitted to MOFALL (i) Trainings
on International Standards (sea-buckthorn); (ii) Surveys and activities on diagnosis of Mongolian
pasture animal milk's chemical and bio-chemical composition, and development of functional foods;
and (iii) Study on cluster development including structure and value chain creation.

- Three research projects were completed in bee keeping sub-sector: (i) Technology development and
extension to beekeeping practice on protein-based feed; (ii) Research, production end extension of
herbal based medicine for bees against mites; and (iii) Research on the determination of biological
characteristics of Mongolian honey and antioxidant properties.

-~ For knitting sub-sector, the production manuals were translated for producers on the following topics
of “Final knitting process in Mongolia”, “Processing technology for knitting industry”, “Quality
control and certification” and “Coloring techniques for wool and cashmere products”. Draft manuals
were discussed among producers and main users, and are ready for printing.

- The following studies, trials and contracts are at a final stage: (i) “Corporate social responsibility and
ethics™; (ii) “Production of video and online content for marketing and promotion of the Mongolian
bee honey™; (iii) “Technical test and specifications for the new equipment for bird control”; (iv)
“Primary data compilation for raw materials nsed for the products to be certified by the MNF?; (v)
“Quality of Mongolian pasture-raised livestock meat™; and (vi) “Study on the nutritional and health
properties of sea-buckthorn products.

- In 2020, three standards have been reviewed and approved by the Mongolian Agency for
Standardization and Metrology in the bee keeping sub-sector: “MNS6827:2020 Glossary and

EE2 A I
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description of the bee keeping industry”, “MNS6829:2020 Beehives and the technical specifications”,
and “MNS6852: 2020 The Good Agriculture Practices (GAP) for bee keeping and the general
requirements”.

- In 2020, the material and supplies worth of MNT 95.7 million for “Row materials for Equipment for
glucd paper production shop to protect from insects at the sea-buckthorn fields” and Reagents for
development of the “Honey analysis standards” were procured to the sectoral research mnstitutes,

Qutput 4. Mongolian product brand(s) developed.

- 35 PPEs have been selected for the development of brand products both for domestic and international
markets representing wool and cashmere, skin and hide, garments, meat, bee keeping and sea-
buckthorn subsectors.

- Two standards have been reviewed and approved by the by the Mongolian Agency for Standardization
and Metrology in dairy sub-sector namely: “MNS CAC 72:2020: The requirements for infant feeding
milk and medical treatment milk” and “MNS6858:2020: Powder milk and products, the general
technical requirements”.

- The preparation and duplication of the video training content on the manufacturing practice of school
uniforms was completed during the reporting period.

- The following research projects and trials have been completed: “Technical documentation and human
resources development plan for the certification body assigned to inspect production process of
production qualified for the MNF”, “Technical documentation and human resources development plan
for the accredited and internal laboratory for test of the MNF products”, “lmplementation of good
manufacturing practices for leather and hide enterprises to qualify for the certification by international
standards”, “Obtain audit for the certification of ISO9001:2015 the international standard for a quality
management system for leather and hide enterprises”, “Translation of the technical guidelines in meat
sector from English to Mongolian”, “Preparation of checklists and standards for the implementation
of good practices in bee keeping sub-sector”, “Preparation and implementation of video training
content on management and practices in bee keeping sub-sector”, “Training for management system
internal auditors in compliance with ISO19011 standard for trainers and advisors in bee keeping sub-
sector”, “Improve skills of suppliers to develop honey preduct that meets the requirements of
international market”, “Preparation and certification of health and safety procedures in bee keeping”
and “Methodology for econemic assessment of the use of bees for pollination of plans/combined and
specialized farming of crops and bee keeping”.

- Ongoing contracted studies and research projects include: “Promote and support with research on the
potential of Mongolian export of honey to European Union member countries™, “Capacity building
for the laboratory’s internal auditors”, "Comparative and genetic assessment (combined of traditional
and modern genetic and molecular analysis) of the Mongolian sea-buckthorn species”, “Phased
traming on the certitication and quality contrel tor MNF products™ and “Study on the creation of
nationwide database for garment industry and areas for specialization”.

- Intotal 6 PPEs (thcat -1, bee keeping -1, hide and sklns — 2, sca-buckthorn -2 have been cettified for
the international qualltj.f standard ISO 90(}1 2015,

- By agreement signed between MUFALL and the Mongohan Wool and Lashmere Association the
“MNF certification agency” was established in compliance with the requirements of MNS and
ISO/IEC17065. The purpose of this agency is to provide product manufacturers with verification that
their products are tested, inspected, and certified for the MNF standards.
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Project management activities.

For the reporting period PMU’s staffing comprises the following staff and consultants:

Selection Contract Date Funding

Method Start Completion Source

Title Type

Proress Coorlingtan RO N ICS | 2016.01.07 | 2020.12.31 ADB
consultant

VCI Coordinator National consultant ICS 2016.03.01 | 2020.12.31 ADB

Business Advisor National consultant 1CS 2016.08.22 | 2020.12.31 ADB

= | (D

Financial Analyst National consultant 1C8 2016.03.01 | 2020.12.31 ADB

wh

Socialigender st aersm e Ics | 20160301 | 20201231 | ADB
consultant

Environment censultant | National consultant ICS 2016.03.01 | 2020.12.31 ADB

Accountgnt PMU ICS 2019.03.01 | 2020.02.28 ADB

= -H IR e

Admin assistant PMU ICS 2019.02.01 2020.01.31 ADB

o

Monitoringand PMU 1CS 2019.02.01 | 2020.0131 ADB
evaluation specialist

Driver PMU 1CS 2019.03.01 2020.02.28 ADB

[ —
— |

Driver PMU ICS 2019.03.01 2020.02.28 ADB

PMU

U]

(i)

(iii)

(iv)

(v)

has implemented the following result-oriented activities:

PMU has dene monitoring of 44 subprojects financed under the Additional financing based on
quarterly reports received from PPEs, by fielding monitoring visits to all sub-project sites, where
investments were made, receiving feedback or enquiries from the relevant Professional agencies,
receiving field monitoring reports from the PPBs, which made it at request by the PMU and
information collection via press, media, social media. No misuse or not for the purpose use of
financing was found and there are no failures in the repayment of loans. All subprojects financed
from 2017 to 2018, except 2, which were interrupted or changed scope of the project, have
achieved 70-95% of implementation and those subprojects financed in 2019 have been
implemented as planned and spending the loan financing for the purpose. Implementation of most
of the PPEs subprojects have resulted in development of new products and services, which meet
customers preferences and wants, moving to the next stage of processing, increased volume of
animal origin raw materials and production of locally produced raw material based products for
import substitute.

During the reporting period, the PMU made presentations to participants of the Seminar organized
by MNRM to Dairy sector businesses and Women Forum “Initiatives for Green Economy by
Female Entreprencurs” organized by Chamber of Commerce of Mongolia. Experience and
information was shared with Small vegetable growers support project financed by ADD and BAS
program of EBRD. The team from BEST program financed by USAID accompanied 4 enterprises,
which are receiving assistance from the Program to share their plan with the PMU consultants,
Advice by the PMU included required research, improvements needed in both enterprise and
proposal they shared before they seck financing from ARDP in terms business plan viability,
feasihility of implementation, sncial, gender and environment eompliance. The due diligence was
thoroughly explained and advice was given about complete application, including necessary
permissions, certificates and basic documentation and public consultation.

During the reporting period related information of the project activities was submitted to the Light
Industry Policy Coordination Department, Livestock Policy Coordination Department, Crop
Production Policy Coordination Department and Foreign Relations Division of MOFALL

PMU participated in the portfolio meeting organized by the MNRM, and made presentations on
the project performance to MOF’s monitoring working group, cooperating with the Executing and
Implementation Agencies to provide prompt and without delay project activities.

PMU achieved reallocation of the remaining loan proceeds and got approval by ADB on 7
September 2020. Also changes to the Loan Agreement (1.3288) was approved by ADB on 24
January 2020 and changes to the PAM on 20 October 2020.

Baler
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()

The PSC has discussed and approved the subloan threshold and sectors to be covered for subloans to
be financed from the Revelving fund from 2021.

(vii) Administered procurements for Qutputs 2 and 3.
(viii) Environment, and Social and Gender monitoring reports for 2019 was submitted to ADB and

(ix)

(x)

(xi)

disclosed on ADB website. The report covered performances of 37 PPEs, which received loans for
period between 2016 and 2019 in terms of environment, social and gender safeguard compliances,
implementation of planned activities and actions and their outputs and outcomes.

PMU fed the information to the Transparent Accounts {according to the Law on (lass accounts) at
the MOF and submitted consolidated Statements to MOF and MOFALI in timely manner, The PMU
also participated in the survey conducted upon request by MOF on “Improvement of regulating
legislation and systems of the Law on Glass accounts™ which was conducted by the NGO "Research
Institute of Mongolian economy and analysis™.

Refed the project information, including profile, scope, outputs, contracts executed under the project,
financing and related documents to updated integrated MOF’s ODAMIS system using from
November 2020,

Provided full support to the Mongolian National Audit Office, Dalaivan Audit LLC, Financial
Monitoring and Risk Management Department of MOF, and Monitoring, Evaluation and Internal
Auditing Department of MOFALI in auditing activities on the Project performance for 2019.

(xii} Completed first draft of Project Completion report.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Basis of preparation

The financial rtatements comprice the statement of financial pogition, statement of financial
performance, cash flow statement, statement of changes in net assets/equity for the year ended, and a
summary of significant accounting policies and other explanatory information. The financial statements
have been prepared on an accrual basis and comply with International Public Sector Accounting
Standards {IPSAS).

In addition , the following reports have been prepared in compliance with ADB Loan Disbursement
Handbook.

- Statement of Sources and uses of funds
- Statement of Expenditures {cash basis)

- Imprest account statement
- Sub-account statement

b) Basis of measurement

The financial stalements have been presented in USD. Cash balances denominaled in currencies other
than USD are translated into USD at year-end rates of exchange stated by the Bank of Mongolia.
Transactions denominated in currencies other than USD are translated at Bank of Mongolia exchange
rates at the dates of transaction.

c¢) Basis of the presentation

The balances of accounts in the financial statements as of December 31, 2020 have been compared to
the balances of such accounts in the financial statements as of December 31, 2019,

d) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and cash balances with banks.
e) Receivable

Receivable measured at the fair value plus transaction costs.

f) Prepaid expenses/prepayments

Payments for goods, works and services are recognized as prepaid expenses/prepayments, adjusted by
the amount of goods, works and services received and recorded as expenses for the period.

g) Inventories

Inveniories arg assels in the form of materials or supplies 10 he consumed in the prgect implementalion
process and the rendering of servlces,

L) Tangible agscts

Tangible assets are used for the project activities and are stated at historical cost less depreciation.
Depreciation is charged on a straight-line basis and recognized in the statement of financial performance
as an eapense [ Uie cutrenl period. The uselul life ol taugible assels.

Vehicles -6 vears

Computer and spare parts - 5 years

Uther assets - 5 years
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i) Intangible assets

Intangible assets are stated at historical cost less accumulated amortization. Amortization is provided
over the estimated useful life using the straight-line method and recognized in the statement of financial
performance as an expense for the current period. The useful life of Software is 5 years.

j)  Liability

Liability is measured initially at fair value. Liability is categorized into either short term liability or long
term liability depending on due date and nature of contractual obligation. Consequently, liability is
measured at an amortised cost using the effective interest rate. Liability is derecognized when relevant
obligation is expired or terminated.

k) Net assets/equity

Net assets are defined as the residual interest in the assets of the entity after deducting all its liabilities.
The components of net assets/equity are disaggregated into contributed capital, accumulated surplus or
deficit and any reserves.

1) Revenue

Revenue is the gross inflow of economic benefits or service potential during the reporting period when
those inflows result in an increase in net assets/equity, other than increases relating to contributions from
owners. Revenue is measured at the fair value of the consideration received or receivable.

m) Expenses

Expenses are recorded on an accrual basis. By accrual basis, expenses are recognized when transactions
occur and the amount can be measured, regardless of when cash is exchanged. Expenses are recorded
in the statement of financial performance based on the accepted budget, approvals for expenditure and
resolutions by authorized entities, contracts and source documents.

n) Taxation

Article “17.1 of the Budget Law states that “a project unit to be implemented through loans and grants
provided to Mongolia from international organizations and donor countries through the Government
shall be a budgetary entity™, so the project implementation unit has the status of a budgetary entity. Also
according to Article 14.1 of the State and Local Property Law, the budgetary entity is a state organization
and office with non-factory state owned enterprise status. Therefore, the project implementation unit
does not apply to the taxpayers specified in Article 5.1 of the “Corporate Income Tax Law™.

Article 13.1.3 of Value-added tax defines exemption from the tax including “goods received through
humanitarian and grant aid or discounted loan from foreign governments or infernational or
humanitarian organizations.” Every year, the finance ministrial resolution defines goods, works and
services supplied through loan and grant projects shall exempt from value-added tax and excise tax.

According to Personal Income Tax Law, project employees wages and salaries are subject to Personal
Income Tax at 10% and transferred to tax authority.

0) Social insurance contributions

Under article 15 of the Social Insurance Law of Mongolia, the employer and the employee are obliged
to pay 12.5% and 11.5% of social insurance contribution respectively. The employer’s social insurance
contributions are funded by the The Government of Mongolia.

“BAKER TILLY
o , N—
CERTIFIED ACCOUNTING, AUDITING
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4, ITEMS OF THE STATEMENT OF FINANCIAL POSITION

4.1. Cash and cash equivalents

The balances of cash and cash equivalents as of December 31, 2020 are shown below:

2019.12.31 2029.12.31

Cash and equivalent (UsDh) (USD)
ADB loan 1,062,305.58 820,556.36
ADB (ADF) imprest account at BOM (USD) 193,164.97 5,312.62
ADB {OCR) imprest account at BOM (USD) 3,005.32 145,506.41
Imprest account at State Bank (USD) 292,686.15 290,023.27
Sub-account at Treasury ADF (MNT) 292.676.04 42,207.46
Sub-account at Treasury OCR (MNT) 270,524.39 320,732.47
Sub-account at State Bank (USD) - -
Sub-account at State Bank (MNT) 1.55 72.21
Sub-account at Treasury (MNT) 10,239.22 16,572.26
Petty cash (MNT) 7.94 129.66
Government contribution 7,252,469.28 2.960,297.68
Revolving fund account at UBC bank (USD) 77,093.60 -
Revolving fund account at UBC bank (MNT) 105,287.96 -
Revolving fund account at Chinggis Khan bank (MNT) 2,236,247.63 2,269,682.85
Revolving fund account at National Investment bank (MNT) 921,838.99 690,613.03
Deposit account at State bank (USD) - -
Deposit account at State bank (MNT) - -
Deposit account at UBC bank (USD) 1,793,500.00 -
Deposit account at UBC bank (MNT) 2,118,499.22 -
Imprest account at State Bank (USD) - -
Sub-account at State Bank (USD) - -
Sub-account at State Bank (MNT) - -
Petty cash (MNT) 1.88 1.80
Operational account at State bank (MNT) - -
Sub-account at State Bank (MNT) - -
Sub-account at Treasury (MNT) GOV - -
Total 8.314.774.86 3.780,854.04

As approved by Ministry of Finance, separate VCI and operational imprest accounts and sub-accounts
used opened at the Bank of Mongolia and State Bank.

All transactions from Ordinary Capital Resource’s {OCR) Imprest Account No,3430403014 and Special
Funds resource’s Imprest Account No.3430403015 at the Bank of Mongolia, USD Imprest Account No.
106000037032 at the State bank, and accounts at the Treasury and commercial banks were approved by
the first signatures of MOF’s General director of the Treasury department and the second signature of
Project Director/Director, Financial Asset Management Division, Financial Policy Department. The
transactions from the sub-accounts No. 100900011809, 100900011606 at the Treasury and
Mo.104900067747 at the State bank were approved by the signatures of Project Coordinator and
accountant.

The following transactions have been made accoriding to the Minister of Finance’s order “Centralization
of the Onlending loan payments into the Treasury system accounts” dated 6 February 2020:
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I. Closing of Moa. 2600066567, 2600095895 USD accounts, and Noa, 2600066556, 2600005894
MNT accounts at the Ulaanbaatar city bank, and centralization of funds into the Treasury account.

2. According to above order funds from MNT account 5101000198 at the Chinggis Khan bank and
MN'T account 2999005481 al the National Investment bank shall be centralized ai the Treasury,
but as of end of the reporting period accounts centralization has not been made duc to insolvency
of those hanks.

During the audit, the following bank accounts have been confirmed by the relevant commercial banks.

Balance as of Dec 31, Balance as of Dec 31,

Bank account 2020 per project 2020 per positive bank

record confirmation
(USD) (USD)
Imprest Account at State bank (USD) 290,023.27 260,023.27

Sub-account at State bank (USD)
Sub-account at State bank (MNT) 72.21 72.21

Sub-account at Treasury (MNT) ADF 42,207.46 42.207.46
Sub-account at Treasury (MNT) OCR 320,732.47 320,732.47
Sub-account at Treasury (MNT) 16,572.26 16,572.26

Revolving Fund Account at UBC bank (USD) - -
Revolving Fund Account at UBC bank (MNT) - -
Revelving Fund Account at Chinggis Khan bank 969,682 85 2. 269.682 85

(MNT)
Revolving Fund Account at National Investment
bank (MIETT) 690,613.03 690,613.03
Deposit Account at UBC bank (USD) - -
Deposit Account at UBC bank (MNT) - -
Total 3.629,903.55 3,629.903.55
4.2. VCI sub-loans
2019.12.31 2020.12.31
(USD) (USD)
Additional linancing: 39229-033 MON 30,502,93%.61
Muous eedui LLC 1,097,486.03 85541022
Detiimon LLC 182.914.34 164,501.97/
Gobi ISC 2,194,972.05 1,568,690.76
Khan Brand LLC 234.127.43 182,482.60
Mongolian Cattle LLC 97,173.24 71,284,18
Russkie Kolbasy LLC 109,748.60 85,541.04
Davshilt Trade LLC 141.941.53 10001720
Monmeut Trade LLC 373,145.25 290,839.48
Sor cashmere LL.C 1.996,436.83 1,556,076.80
Khanbogd Cashmere LL.C 1,755,561.98 1,345,816.76
Maogol Noos LLC 914,571.69 828,212.57
Aurgaan Khoghuu LLC 058,491.62 528,554.02
Bayalag Ulzii LLC 475,577.28 399,190.03
Darkhan Nekhii ISC 1,473,583.58 1,236,900.86
Tumen Shuvuur LLC 1,006,028.86 15d4.515.67
i Ul Undrakh LLC 137,185.75 117,893.07
Y anmal LLC

1,164,000.12

§93,294.9]
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Choir Khairkhan LLC
Nuudel Tejeel LLC
Jinst Murun LLC
GBT Trading LLC
Khurkh Gol LLC

Ikh Aurag Ord LLC
Ajigana LLC

Mongol textile LLC
Uguyj Mandal Uul LLC
Mihachi LLC
Munkhbumuud LLC
Zavkhan Bayalag JSC
Best shoes LLC
Erdmeat LLC
Jivertyn Orgil LLC

Natural Textile Group LLC

Efes Khuns LL.C
Trust Trade LL.C
Ju UrLLC

Jigd Khuch LLC

Glebal Nomadic Products LLC

Leader Cashmere LLC
Ulemj Cashmere LLC
Durvun Ulzii LLC

Erdenet Makh Market LLC

Batseju LL.C

Darkhan Tsaskhan Suu LLC

Total

4.3. VCI sub-loan interest receivables

Noos Ireedui LLC
Khan Brand LLC
Mongolian Cattle LL.C
Russkie kolbasy LLC
Davshilt Trade LLC
Monmeat Trade LLC
Khanbogd Cashmere LLC
Mogol Noos LLC
Zurgaan Khoshuu LL.C
Darkhan Nekhii ISC
Tumen Shuvuut LL.C
Yanmal LLC

Choir Khairkhan LLC
Nuudel Tejeel LLC
Jinst Murun LLC

GBT Trading LLC
Khurkh Gol LLC

Buker Tilly Dalaivan Audit LLC
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445,853.70 296,103.53
481,064.71 461,482.87
121,866.68 82,689.67
1,682,811.91 1,425,976.18
660,524.00 516,658.04
72,782.35 0.02
2,194,972.05 2,000,343.91
701.171.63 555,651.08
490,820.11 348,012.89
219,497.21 210,562.50
350,463.87 259,146.31
398,021.60 358,679.21
512,160.15 449,200.04
$04,823.09 772,062.57
1,243,817.50 1,193,187.60
2,633,966.46 2,526,750.21
548,743.01 526,406.29
2,103,514.88 2,298,640.82
585,325.88 561,500.05
237,788.64 218,602.48

- 701,875.06

; 1,228,281.35

- 1,228,281.35

- 1,070,359.47

- 1,891,658.57

- 431,126.76

- 245,656.27
30,502,935.61 32.838,117.24
2019.12.31 2020.12.31
(USD) (USD)
12,448.20 9,726.80
278.44 2,499.60
1.105.71 814.62
304.44 1,245.80

4.24 1,142.97

276.03 3,513.98
37.07 750.40
564.23 275.21
539330 577.14
489.13 410.81
442.48 348.75
219.87 109.52
177.93 170.69
60.10 30.58
829.88 527.42

488.61
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

Ikh Aurag Ord LLC 53.84 -
Ajigana LLC 811.84 7,402.86
Mongol textile LLC 345.78 205.51
Uguuj Mandal Uul LLC 186.80 137.55
Mihachi LLC 108.25 77.88
Munkhbumuud LLC . 172.83 95.85
Zavkhan Bayalag JSC 147.21 88.44
Best shoes LLC 190.78 170,47
Erdmeat LLC 297.67 285.56
Jivertyn Orgil LLC 460,04 441,32
Natyral Textile Group LLC 9,417.33 934,55
Efes Khuns LLC 328.12 249.86
Trust trade LL.C 778.01 850.18
Jur Ur LLC 288.65 207.68
Jigd Khuch LLC 117.27 80.85
Ikh Ulam Undrakh LLC - 67.94
Sor Cashmere LLC - 17,457.90
Denimon LLC - 1,908.22
Gobi ISC - 19,867.01
Bayalag Ulzii LLC - 9.56
Leader Cashmere LLC - 45430
Ulemj Cashmere LLC - 454,30
Global Nomadic Products LLC - 259.60
Durvun Ulzii LLC - 395.89
Batseju LLC - 2,960.19
Darkhan Tsaskhan Suu LLC - 90.86

Total 36,824.08 77.489.70

4.4 Other receivable

VT subloan repayments from original phase equal to USD 4,312,017.75 was allocated as a time- deposit
at the State bank. After expiration of the contract the funds were allocated to the State budget. This
deposit, recorded as a receivable in the previous year, was refunded to the project’s Treasury account in
the current year.

4.5 Prepaid expenses

2019.12.31 2020.12.31
(USD) (USD)

Installment payment for Financial Software 2,176.96 2,176.96
Installment payment for Garage (car parking) 443.35 -
Advance payment for Vehicles insurance contract (period i 48035
until June 2021) '
Installment payment for "Quality assurance and monitoring i 323746
of MNF products™ consulting service SR
Installment payment for "Analysis, evaluation and
formulation of initial data of raw materials for MNF - 1,366.26
products” consulting service contract.

Total 2.620.31 7.261.03
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4.6 Tonventories

2019.12.31 2020.12.31

(USD) (USD)

Stationeries 411.56 389.37
Fuel 1,774.12 1,298.67
Other supply materials 396.76 263.65
Spare parts 170.48 -
Total 2.752.92 1.951.69

4.7 Fixed assets, and Intangible assets
Non-current asset depreciation of USD 1,915.93 was additionally recorded for the reporting peried, and
no other transactions were recorded for non-current assets and intangible assets accounts.

4.8 ADB Loan

In the reporting period, the PMU received the total financing of 8,000,890.62 USD from ADB. Loan

repayment principal and interest of USD 4,974,306.47, received in the reporting period, was transferred
to the Ministry of Finance and this amount was deducted from the outstanding balance of ADB

financing.

2018.12.31 2019.12.31 2020.12.31
WA Number Date (USD) (USD) (USD)
ADF Financing
A0001 2016.03.14 228,295.07 228,295.07 228,295.07
A0002 2016.08.26 137,477.47 137,477.47 137,477.47
AQ003 2016.12.21 102,220.49 102,220.49 102,220.49
A0004 2017.07.15 160,699.93 160,699.93 160,699.93
A0005 2017.12.22 186,689.22 186,689.22 186,689.22
AQ006 2018.04.30 154,111.24 154,111.24 154,111.24
AQ0007 2018.07.18 111,205.55 111,205.55 111,205.55
A0008 2018.11.14 142,227.86 142,227.86 142,227.86
A0009 2018.12.2] 81,894.53 $1,894.53 81,894.53
A0010 2019.02.18 146,558.58 146,558.58
A0011 2019.05.03 166,446.78 166,446.78
A00L12 2019.05.03 245,281.04 245281.04
AN0L3 2091007 335,107.80 335,107.80
AD014 0191220 306,665.58 306,665.58
C0022 2019.09.26 2,603,370.79 2,603,370.79
A0015 2020.05.29 375,830.29
AQ016 2020.09.23 263,535.66
A0017 2020.12.16 372,720.87
C0026 2020.04.07 4,597,299.15
C0027 2020.06.04 912,496.83
C0030 2020.09.30 570,000.00
‘T'otal 1,304,521.36 5,108,251.93 12,200,134.73
Direct Payments

B0O001 2019.02.11 40,974.10 40,974.10

B0O002 2019.03.11

192,893.83

192,893.83
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B0003 2019.03.26 63,896.37 63,896.37
B0004 2019.04.16 81,862.94 81,862.94
B000S 2019.04.16 158,385.83 158,385.83
B0006 2019.04.17 287,174.66 287,174.66
BO0OO7 2019.05.17 234,474.77 234,474.77
B0008 2019.05.24 71,415.09 71,415.09
B0009 2019.06,17 45,755.07 45,755.07
B0010 2019.10.24 42.915.24 42,915.24
BOO11 2020.02.04 62,767.70
B0012 2020.09.21 38,279.61
B0013 2020.10.23 35,052.30
B0014 2020.10.23 42 467.54
Total 1,219,747.90 1,398,315.05

OCR Financing
C0001 2016.12.21 1,905,824.94 1,905,824.94 1,905,824.94
C0002 2016.12.21 288,343.55 288.343.55 288,343 .55
C0004 2017.01.31 5,071,783.62 5,071,783.62 5,071,783.62
C0006 2017.03.03 3.407,120.41 3,407,120.41 3,407.120.41
C0009 2017.06.21 4,168,300.42 4,168,300.42 4,168,300.42
Co011 2017.12.28 1,802,673.29 1,802,673.29 1,802,673.29
Coo12 2018.04.18 6,501,673.64 6,501,673.64 6,501,673 .64
C0015 2018.10.19 2,389.276.92 2,389,276.92 2,389,276.92
C0016 2018.11.01 1,016,382.82 1,016,382.82 1,016,382.82
C0019 2015.05.23 5,585,361.52 5,585,361.52
0021 2019.09.30 82,818.20 82,818.20
C0025 2020.04.07 264,447.30
C0031 2020.10.23 465,993.37
Total 26,551,379.61 32,219,559.33 32,950,000.00
Total 27.856.200.97 38,547.559.16 46,548.449.78
Total loan proceeds Total amounts received Total amounts
ADB source as of Dec 31, 2020 received
(USD) {(USD) Yo
ADF financing 14,811,613.77 13,598,449.78 91.81%
OCR financing 35,000,000.00 32,950,000.00 94.14%

4.9 Interest and commitment charges

ANR eommted the interest and commitment charges in acenrdanee with the pertinent clanses af T nan
Agreement (Ordinary Operations) Number 3287-MON and Loan Agreement (Special Operations)

Number 3288 -MON (SF) and a total of 555,618.51 USD was accumulated in 2020.

Mo Expenditure items 2019.12.31 For the period amount 2020.12.31
(USD) (USD) (USD)

1 Interest for ADF Loan 69,204.54 177,171.23 246,375.77
2 Interest for OCR Loan 1,560,003.14 377,611.48 1,937,614.62
3 Commitrent charge 111,549.58 835.80 112,385.38
Total 1.740,757.26 2,296,375.77

555,618.51
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4.10 Account payable
2019.12.31 2020.12.31
(USD) (USD)
Payment on acceptance (60%) to the Gool LLC for the
supply of “Beehive boxes for selected cooperatives” 63,199.39 -
(G0007-2)
Payment on acceptance for the development of the Video
S . - 998.42
presentation in the milk sector.
Total 63.199.39 998.42
4.11 Un-earned revenue
2019.12.31 2020.12.31
(USD) (USD)
V(I loan interest prepayment
Sor Cashmere LLC 246.14 -
Mogol Noos LLC 2,910.32 2,803.97
Erdenet Makh Market LLC - 36.13
Total 3.156.46 2.840.10
4.12 Net assets/equity
291231 Waa2.3
(USD) (USD)
GOM funding (initial phase) - -
GOM funding (additional funding) 452.800.14 498,608.95
Revolving Fund account 7,382,781.56 7,382,781.56

Accumulated surplus/(deficit)
Current period
Previous periced

(5,011,995.05)
(2,841,433.27)
(2,170,561.78)

(15,045,656.95)
(10,037,941.05)
(5,007,715.90)

Total

2,823,586.63

(7,164,266.44)

Due to the cancellation of PMU staff capacity bulding trainings USD 4,279.15 was refunded during the

reporting period, and previous year’s Accumulated surplus/(deficit) were updated.

4.13 Revenue and expenses

Revenue:

VI sub-loan inferest income

Deposit interest income

Bank interest income (for ADB accounts)

Bank interest income (for Revolving fund accounts)
Other income

Bidding income

Total

2019.12.31 2020.12.31
(USD) (USD)
1,205,556.31 1,422,560.44
765,640.26 53,699.42
2,640.93 1,151.61
53,115.03 103,292.32
967.60 -

- 1,437.69
2,027,920.15 1,582.141.48
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Expenses:

ADB Financing

Consulting services

Training

Work

Equipment

Materials

Marketing and Brand Development
Audit expense

PMU staff salaries
Communications and postage costs
LAN, Anti-virus software maintenance expenses
Advertising expenses

Office supplies

Site visit expenses

Fuel expenses

Car repair and garage expenses

Car insurance and car taxes

Other expenses

Bank charges

ADB Loan inferest expense-OCR
ADB Loan interest expense-ADF
State bank’s interest income transfer to the Treasury
Foreign currency gain/(loss)

GOM Financing

Consulting services
Advertising expenses

Social insurance contributions
Office rent expense

Barnk charges

Closing of some Government accounts
Bidding expense
Depreciation expense

VAT exemptions

Foreign currency gain/(loss)

Total expenses

VCI sub-loan interest income

Noos Ireedui LLC
Denimon LLC

Gobi JSC

Khan Brand LLC
Mongolian Cattle LL.C
Russkie Kolbasy LLC
Davshilt ‘Irade LLC

(4,304,844.28)

(189,728.62)
(495,223.58)

(909,620.24)
(480,859.02)
(126,473.73)
(7,600.00)
(58,658.83)
(1,946.80)
(1,173.01)
(2,520.39)
(4,661.99)
(6,863.59)
(7.551.79)
(6,790.46)
(1,309.38)
(2,354.63)
(406.98)
(938,743 .35)
(39,694.65)

(2,985,435.81)

(178,028.17)
(262,942.87)
(425,625.12)
(33,647.92)
(8,194.34)
(69,234.52)
(6,691.78)
(57,474.85)
(1,741.99)
(1,132.21)
(1,174.34)
(2,857.55)
(13,654.28)
(4,696.83)
(11,433.73)
(690.05)
(3,875.97)
(184.34)
(378,447.28)
(177,171.23)

(2,620.50) (1,151.61)
(1,020,042.74) (1,345,384.83)
(564,509.14) (8,634,646.72)
(647.58) g
(75.46) .
(7,327.91) (7,131.75)
(39,310.56) (37,273.80)
(23.15) (11.43)
(268,578.71) (8,410,430.69)
: (1,197.86)

(1,997.23) (1915 93)
(246,548.54) (176,685.26)
(4,869.333.42) (11.620,244.81)
2019.12.31 2020.12.31
(USD) (USD)
50,632.49 43,594.70
8,438.74 7,636.13
101,264.97 83,981.31
12,552.82 9,300,03
4,881.60 3,634.29
5.879.08 4,359.47
7.655.96 5474.71
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Additional financing of the agriculturc and rural! development project Loan number 3288 MON (SF) and 3287 MON
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Monmeat Trade LLC 17,215.06 14,822.20
Sor Cashmere L1.C 92,105.57 79,303.11
Khanbogd Cashmere LL.C 88,264 .48 69,964.,10
Mogel Noos LLC 42.193.74 39,948.09
Zurgaan Khoshuu LLC 30,379.48 2748038
Bayalag Ulzii LLC 21,940.74 20,293.76
Darkhan Nekhii ISC 69,103.65 59,087.79
Tumen Shuvuut LLC 4993771 39,702.11
Ikh Ulam Undrakh LLC 6,320.05 5911.34
Yanmal LLC 57,980.24 46,341.39
Choirkhairkhan LLC 23,752.78 16,843.34
Nuudel Tejeel LLC 22,193.89 21,062.08
Jinst Murun LLC 6,345.50 4,628.98
GBT Trading LLC 77,636.49 71,565.16
Khurkh Gol LLC 32,943.19 26,503.43
Ikh Aurag Ord LLC 5,632.11 1,246.45
Ajigana LLC 101,264.97 95,322.06
Mongol Textile LLC 33,638.23 28,283.08
Ugnuj Mandal Uunl [,[.C 23,590.34 18,947.58
Mihachi LLC 10,126.50 9,610.07
Munkhbumuud LLC 13,611.10 13,897.51
Zavkhan Bayalag ISC 15,458.13 17,250.89
Best Shoes LLC 20,639.45 21,553.83
Erdmeat LLC 19.940.55 35,236.94
Jivertyn Orgil LLC 31,492.90 54,457.09
Natural Textile Group LLC 65,962.16 115,320.89
Efes Khuns LL.C 8,833.93 24,025.19
Trust trade LLC 18,499.70 104,157.24
Jur Ur LLC 5,147.74 25,626.86
Jigd Khuch LLC 2,091.27 10,362.48
Leader Cashmere LLC - 29.840.77
Ulemj Cashmere LLC - 29,840.77
Global Nomadic Products LLC - 17,051.87
Durvun Ulzii LLC - 23,371.98
Ratseju LLC - 2,950.99
Darkhan Tsaskhan Sou 1.1.C 3,297.75
Erdenet Makh Market LLC - 37,461.27

Tutul 1.205.5%6.31 1,422.560.44
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4.14 VCI Loan repayment

VCI Loan repayment (Original phase)
Altai Cashmere LLC

Vitafit Invest LLC

V(I Loan repayment (Additional financing)

Khan Brand LLC

Mongolian Cattle LLC
Russkie Kolbasy LLC

Dayshilt Trade LLC

Khanbogd Cashmere LLC

Darkhan Nekhii JSC

Tumen Shuvuut LLC

Yanmal LLC

Choirkhairkhan LLC

Jinst Murun LLC
Khurkh Gol LLC
Ikh Aurag Ord LLC

Mongol Textile LLC
Uguuj Mandal Uul LLC

Best shoes LLC

Noos Ireedui LLU

Denimon LLC
Gobi JSC

Moenmeat Trade LLC

Sor Cashmere LLC
Mogol Noos LLC

Zurgaan Khoshuu LLC

Bayalag Ulzii LLC

Ikh Ulam Undrakh LLC

GBT Trading LLC

Ajigana LLC

Munkhbumuud LLC

Zavkhan Bayalag JISC

Jigd Khuch LLC

Total

4.15. Foreign currency gain/loss

In the reporting period, the following currency exchange rate losses were recorded from converting

MNT to USD:

a) USD 213,414.91 from cash balances in MNT and currency exchange operations;
b) USD 1,276,787.63 from VI loan and interest receivables issued in MNT; and

¢} USD 32,299.23 from other receivables.

2019.12.31 2020.12.31
(USD) (Ush)
110,006.18 .
72,506.18 -
37,500.00 :
957,320.72 3,537,294.15
59,818.92 42,579.06
17,674.85 22,346.00
28,040.73 19,957.94
42,043.34 36,420.38
224,060.29 342,034.05
26,491.34 181,049.41
92,680.75 212,965.03
118,183.64 225,863.98
105,022.85 133,020.68
21,164.74 34,607.01
72,360.14 118,314.57
67,866.96 71,057.33
30,676.81 118,314.57
21,411.95 124,225.09
29,823.42 42,593.24
(U9, 575,30

: 11,250.15
542,855.94

: 67,856.99

- 363,054.86

! 49,130.22

] 103,405.36

- 57,002.35

- 13,697.85

. 188,521.87

: 105,184.86

- 77,762.07

5 23,142.71

2 9,501.19
1,067.326.90 3,537,294.15

On the other hand USD 431.69 currency exchange rate gain was recorded from other payables.
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

4.16. Contingent liabilities

At the end of 2020, the PMU did not have any legal or constructive obligation as a result of past events.
4.17. Events after the reporting date

The auditor’s report, including the financial statements as of December 31, 2020, was prepared by May
25, 2021, There were not events that occurred after the reporting date and which would have affected
the financial statements for the year-end.

4.18. Translation of the report

These financial statements have been prepared in Mongolian and English languages, and the report in
the Mongolian language prevails in case of misunderstanding between those versions.

TiLLY AN LLC
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5. CUMULATIVE PROJECT EXPENDITURES (cash basis)

ADB funded expenses:
s prendifuire fems 2019.12.31 2020.12.31
. (USD) (USD)
a. Training 455,575.60 260,840.71
b. Consulting services 189,728.62 178,028.17
Marketing and Brand Development 126,473.73 72,471.98
¢. VClloans (ADB OCR financing) 7,601,672.10 587,939.58
d. V(I loans (ADB ADF financing) 2,108,972.28 6,560,311.25
e. Project management expenses 94.164.50 97.967.58
Audit expense 7,600.00 6,691.78
Bank charges 406.98 184.34
f.  Equipment 62,448.79 33,647.92
Equipment-direct payment 783,972.06 62,767.70
g. Materials 45,083.18 8,194.34
Materials-direct Payment 435,775.84 -
h. Works - 309,825.67
Works-direct Payment - 115,799.45
Total 11,911,873.68 8,294,670.47
Training (ADF financing):
In the reporting period, the following training and surveys were conducted.

Ne Title Output e AI(HI?;S;
1 VCltraining for potential PPEs, PPB, GCGF 1 1,593.24
2 Capacity building training for herders and farmers

- Training; 2 23,077.80
Measareh and atudina ) 00,760,080

3 Marketing and Technical Capacity building training of

Participating Enterprises
- Training, 3 25,308.19
- Research and studies 3 114,990.33
4 Development of Mongolian Product Brand(s)

Training; i 1,213.15
- Research and studies; 4 36,012.68
- Marketing and brand developmenl qclivities 1 72,471.98
5 PMU (minings i (2,143.56)
Total 333,312.69

During the reporting period USD 5,296.11 was paid for PMU staff capacity buiding trainings. Due to
cancellation of some trainings USD 2,470.00 (payment was made during the previous reporting period or
2019) and USD 4,969.67 (payment was made during the reporting period or 2020) were refunded
respectively.
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Consulting services (ADF financing):

In the reporting pericd, a total of USD 178,028.17 was paid for the following project national consultants
as remuneration.

2019 2020

Contract No Title Amount Amount
(USD) (USD)

NC/006-16 Project Coordinator 39,377.66 37,947.73
NC/001-16 VI Coordinator 31,024.80 29,866.91
NC/007-16 Business consuktant 29,831.54 28,722.22
NC/002-16 Financial analyst 29,831.54 28,722.22
NC/003-16 Gender/social consultant 29.831,54 26,387.10
NC/004-16 Environmental consultant 20,831.54 26,381.99
Total 189,728.62 178,028.17

VCI loans OCR VCI Loans (ADB OCR financing):

The unpaid loan balance as of December 31, 2019 amounting to 292.662.94 USD (equals to 800,000,000
MNT) was issued in 2020.

In the reporting period of 2020, the total of 8 sub-projects of VCI contracts amounted 19,868,800.00
thousand MNT were approved by ADB and Project Steering Committee, USD 7,148,250.83 (equals to
20,168,800.00 thousand MNT) was disbursed to PPEs under the on-lending agreements between MOF
and PPBs.

The detailed information on VCI contracts awarded in the period of 2020 is shown on the next page:
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Detailed informaiion on VCI contracts awarded in 2019

1\[TJam‘e c;f Tt Total loan PSC aTI;]{;an ; Loan amount Balance as of
Ne P artir::?;;ting Sector Contract No, date pe?i) q approved eppioi] transf:rI:-e d transferred Dec 31, 2019 PBBs
entities (PPEs) (eIIRCe0) date (USD) G (MINT=000)
1 | Munkhbumuud | Wool, No.110/GB/76-03-011/ 68
LLC e 2018.12.20 ot 2018.12.20 363,883.60 958,000.00 Golomt
2 | Zavkhan : No.108/154/78/395-11 84
Bayalag JSC Berries 2018.12.20 etaha 2018.12.20 413,262.38 1,088,000.00 Khan
3 Best Shoes 5 f No.10S/BBG-18/17 84
LLC Skin, hide 2018.12.20 A 2018.12.20 562,158.38 1,480,000.00 UBCB
4 No.57/154/78/395-12 hd
Erdmeat LL.C Meat 2019.06.05 s 2,200,000.00 | 2019.06.05 829,018.75 2,200,000.00 Khan
5 | Jivertyn Orgil No.58/TDBM/176/2019 8
LLC Sea buckthorn 2019.06.05 kR 3,400,000.00 | 209.06.05 | 1,281,843.44 3,400,000.00 TDB
6 | Natural Textile | Wool, No.56/GB/76-03-012 8=
Group LLC e 2019.06.05 o 7,200,000.00 | 2019.06.05 | 2,713,809.73 7,200,000.00 Golomt
7 | Efes Khuns No.74/GB/76-03-013 8=
LLC Meat 2019.07.31 RS 1,500,000.00 | 2019.07.31 561,412.48 1,500,000.00 Golomt
8 | Trust Trade No.100/BBG-19/02 8=
g Meat NEas moghs | 6:550.000.00 | 2019.10.06 | 2,146299.22 | 5,750,000.00 800,000.00 | UBCB
9 . No.101/GB/76-03-015 8=
Jur Ur LLC Dairy 2019.10.06 o 1,600,000.00 | 2019.10.06 597,231.09 1,600,000.00 Golomt
10 | Jigd Khuch : No.99%/GB/76-03-014 8=
L1C Dairy 2019.10.06 AN 650,000.00 | 2019,10.06 242,625.13 650,000.00 Golomt
Total 23,100,004.00 9,711,544.20 25,826,000.00 800,000.00
b LA
CE ED ACCOUNTING, AUDITING
& APPRAISA
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Additional firancirg of the agriculture and roral Jevelopment project Loan number 3288 MON (SF) and 3287 MON as at December 31, 2020

Detailed information on VCI contracts anarded in 2020

Namz cf Total loan PsC Balance £5 o
= i Loan amount transferred in 2020 =
Ne prod fc‘. Sector Comiract No., cate Lﬂ? n apEroved n approved Dec 31, Z202¢ PPBs
participating period 2020 (MNT date (MNT 000"
entities "PPEs) 000} UsD MNT '000 ’
Trust Trad= N 1)/ EBF-15/02
va
1 LLC Meat 2019 10.96 &2 months 2019.10.06 292,662.94 800,000.00 UBCB
Leader : N~S3305-15
2 | Cashneere Wool, cashmere j{l”,)o [‘lg’_?g &2 months 3,500,000.00 | 2020.02.12 1,242,452.10 3,500,000.00 Khan
LLC T ~
Durvun Ulz 1 Canned N TRT6-03-16 - -
3 LLC vegetable 2020 (15.29 72 months 3,050,000.00 | 2020.02.12 1,078,374.08 3,050,000.00 Golomt
Erdena Wakh NG 30305-16 ,
4 Marke: LLC Meat 2020 (5,29 &< months 5,390,300.00 | 2020.02.12 1,5904,178.52 5,390,300.00 Khan
Global
NomaZic . N5 3:305-14
- 3
5 Produ-ts Dairy 3020 (15.90 82 months 2,000,000.00 | 2020.02.12 709,972.63 2,000,0{_)0.00 Khan
LLC
Ulem N73:385-14
6 | Cashmere Wool, cashmere 5'656355/'.?5 84 months | 3,500,000.00 | 2020.02.12 | 1,242,452.10 3,500,000.00 Khan
LLC T
Darkhe Nz TB/76-03- 17
7 | Tsaskhan Dairy s DAIDTITE 84 months 700,000.00 | 2020.05.27 247,317.49 700,000.00 Golomt
202006,18
Suu LLC
8 | Batseju LLC | Wool, cashmere 57347 g4 months | 1228,500.00 | 20200527 |  430,84097 | 1228,500.00 Khan
Jinst M urun Na./TB/76-03-17 .
9 LLC Wool, cashmere 326 12.30 84 months 500,000.00 | 2020.12.28 - - 500,000.0x) Golomt
Total 19,868,800.00 7,148,250,83 20,168.,800.00 500,000.0«d
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON
as at December 31, 2020

Project management expenses (ADF financing):

In the reporting period, a total of 104,843.70 USD was disbursed to finance the following project
management expenses. .

Expenditure items 2019 Amount 2020 Amount
(USD) {(USD)
PMU staff salaries 58,658.83 57,474.85
Communications and postage costs : 1,946.80 1,741.99
LAN, Anti-virus software and PC maintenance expenses 3,349.97 1,132.21
Advertising expenses 2,520.39 1,174.34
Office supplies 4,308.08 2,835.36
Site visit expenses 6,863.59 13,654.28
Fuel expenses 5,176.86 4,221.38
Car repair and garage expenses 7,404.29 10,819.90
Car insurance and car taxes 1,309.38 1,170,40
Other expenses 2,626.31 3,742.87
Subtotal 94,164.50 97,967.58
Audit fee for financial statements 7,600.00 6,691.78
Bank charges 406.98 184.34
'T'ulal 102,171.48 104,843,710
Egquipment and materials:
Ttems 2020 Amount
(USD)
Procurement of “Beehive boxes™ for selected cooperatives™ (Output 2) 62,767.70
Procurement of “Reagents for quality and safety assurance of bee-related products”
8,194.34
(Output 3)
Procurement of “Row materials for Equipment for glued paper production shop to 30.048.31
protect from insects at the seabuckthorn fields” (Output 3) T
Procurement of “Reagents for development of the honey analysis standards” 3,599.61
(Output 3)
Hydro-geoclogical exploration for creating livestock water points (Output 2) 36,095.53
Construction of the livestock water points in selected aimags (Output 2) 389,529.59
Huiir 530,235.08
Expenses financed by Government of Mongolia:
Ttems 2019 Amount 2020 Amount
(USD) (USD)
Office rent expense 39.310.56 37,273.80
Social security contributions 7,32791 7,131.75
Site visit expenses - -
Chmsulling seryises heFs Y -
Advartising exponana ‘T dh -
Bank charges 23.15 11.43
Total 47,384.66 44,416.98

Government financing-cash hasis:
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON

as at December 31, 2020

2019.12.31 For the period 2020.12.31
(USD) (USD} (USD)
Government Funds 452 800.14 45,808.81 498.608.95
Revolving Fund 7,382,781.56 - 7,382,781.56
Bank Interest earned 177,332.13 103,292.32 280,624.45
Deposit Interest eamed 2,106,717.20 53,699.42 2,160,416.62
Other income 2,456.76 1,809.15 4,265.91
VI sub-loan interest income 2,519,994.05 1,380,565.86 3,900,559.91
VCI sub-lean repayment income 1,012,120.62 3,537,294.17 4,549,414.79
Total 13,654,202.46 5,122,469.73 18,776,672.19
ERTIFIED ACCOUL G, AUDITING
1.
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Additional financing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON as at December 31, 2020

The Statement of outstanding loan balances of VCI Loan contracis - Additional financing

Project Loans approved Total loans Balance »f Loan balance as | Loan repayment Lcan balance as

Participating PPEs in 2020 issued by bank | financing urused | of 31 Dec 2019 in 2020 of 31 Dec 2020
Bank MNT’000 MNT’000 MNT’0CQ MNT*000 MNT’000 WMINT*000

Khan Brand LLC 639,992.00 120,006.00 519,986.00

Russkie Kolbasy LLC 300,000.00 56,250.00 243,750.00

Khanbogd Cashmere LLC 4,798.863.77 963,945.47 2,834,918.30

Monmeat Trade LLC 1,020,000.00 191,250.00 828,750.00

Zurgaan Khoshuu LLC 1,800,000.00 293,880.00 1,506,120.00

Bayalag Ulzii LLC 1,300,000.00 162,504.00 1,137,496.00

Uguuj Mandal Uul LLC 1,341,666.60 350,000.40 991,666.20

Khan bank Yanmal LL.C 3,181,817.60 636,364.80 2,545,452.79

Zavkhan Bayalag JSC 1,088.000.00 65,940.00 1,022,060.00

Erdmeat LLC 2,200,000.00 - z,200,000.00

Leader Cashmere LLC 3,500,000.00 3,500,000.00 - - 3,500,000.00

Erdenet Makh Market LLC 5,390,300.00 5,350,300.00 - - £,390,300.00

f&ba‘ Nomadic Products 2,000,000.00 | 2,000,000.00 i -1 2,000,000.00

Ulemj Cashmere LLC 3,500,000.00 3,500,000.00 - - 3,500,000.00

Batseju LLC 1,228,500.00 1,228,500.00 - - 1,228,500.00

Xac bank Tumen Shuvuut LLC 2,750,000.00 600,000.00 2,150,600.,00

Noos Ireeduie LLC 3,000,000.00 562,500.00 2,437,500.00

Mongolian Cattle LLC 265,625.00 62,500.00 203,125.00

Darkhan Nekhii JSC 4,028,070.18 503,508.78 3,524,561.40

Golomt Bank | Choir Khairkhan LL.C 1,218,750.00 375,000.00 843,749.98

GBT Trading LLC 4,600,000.00 536,666.67 1,063,333.35

Ikh Aurag Ord LLC 198,952.00 198,952.00 0.02

Jinst Murun LI.C 333,125.00 97,500.00 235,625.02

| Khurkh Gol LLC 1,805,555.56 333,333.33 1,472,222.24

Mihachi LL.C 600,000.00 - 600,000.00

Mongol Textile LLC 1,916,666.67 333,333.33 1,583,333.32

Munkhbumuud LLC 958,000.00 219,560.00 738,440.00

Natural Textile Group LLC 7.200,000.00 - 7,200,000.00

Efes Khuns LLC 1,500,000.00 - [,500,000.00

Baker Tilly Dalaivan Audit LLC

71

Notes to the project finaccial statements




Addirioral “inancing of the agriculture and rural development project Loan number 3288 MON (SF) and 3287 MON as at December 31, 2020

Jigd Khuch LLC 650,000.00 27.,090.00 622,910.00
Jur Ur LLC 1,600,000.00 _ 1,600,000.00

Durvun Ulzii LLC 3,050,000.00 3,050,000.00 : - 3,050,000.00

Eﬁ‘gha“ Tsaskhan Suu 700,000.00 700,000.00 - - 700,000.00

Jinst Murun LLC 500,000.00 ; 500,000.00 - ; ;

Sor Cashmere LLC 5,457.300.00 1,023,243.75 4,434,056.25

Davshilt Trade LLC 388,000.00 103,000.00 285,000.00

Trade and | Denimon LLC 500,000.00 31,250.00 468,750.00
Development | Mogol Noos LLC 2,500,000.00 140,000.00 2,360,000.00
bank Gobi JSC 6.000,000.00 1,530,000.00 | 4,470,000.00
Ajigana LLC 6,000,000.00 300,000.00 5,700,000.00

Jivertyn Orgil LLC 3,400,000.00 ; 3,400,000.00

Nuudel Tgjeel LLC 1,315,000.00 - 1,315,000.00

UB City bank | Best Shoes LLC 1,400,000,00 120,000.00 1,280,000.00
Trust Trade LLC 800,000.00 5,750,000.00 - 6,550,000.00

NI bask | Tkh Ulam Undrakh LLC 375,000.00 39,062.50 335,937.50
Total 19,868,500.00 | 20,168,800.00 500,000.00 | 83,380,384.37 9,976,641.03 | 93,572,543.37

BAKER TILLY WALAIVAN AUDIT LLC
' ULAANBAATAR May 25, 2021
s T VMONGOLIA
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