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I. INTRODUCTION 

1. The proposed knowledge and support technical assistance (TA) will support the 
Government of Mongolia to (i) establish a sovereign wealth fund (SWF) management institution1 
with proper governance and accountability mechanism, and (ii) provide a capacity development 
program for required skills and staff. During the country programming mission in November 2016, 
the government requested the Asian Development Bank (ADB) to provide TA to establish a SWF 
management institution. The reconnaissance mission team visited Ulaanbaatar and met with 
officials from the Ministry of Finance (MOF) from 27 to 30 March 2017, during which they agreed 
on the impact, outcome, outputs, cost estimates, financing plan, implementation arrangements, 
and terms of reference for consultants. The design and monitoring framework is in Appendix 1.2 
The TA is closely aligned with the country partnership strategy and has been included in the 
country operations and business plan, 2017–2019 for Mongolia.3 

 
II. ISSUES 

2. The Mongolian economy, traditionally based on livestock herding, has started to grow and 
transform rapidly because of the discovery of large mineral deposits and the consequent 
development of a booming mining industry. The recent pattern of growth has been largely 
dependent on commodity prices; the reliance on mineral exports has made the economy 
vulnerable to the risks associated with commodity price volatility, resulting in relatively short 
economic boom-and-bust cycles. In resource-abundant countries, an SWF can be an effective 
tool for prudent fiscal policy management, acting as a short- and medium-term stabilization 
mechanism as well as a long-term savings mechanism.4 
 
3. Since 2007, Mongolia has established several funds in attempts to establish an effective 
mechanism to function as an SWF by accumulating portions of mining revenues. The Human 
Development Fund (HDF) was established in accordance with the Human Development Fund 
Law, 2009 and the Fiscal Stability Fund (FSF) in accordance with the Fiscal Stability Law, 2010.5 
While the HDF and the FSF functioned effectively as fiscal stabilization and social protection 
mechanisms, long-term savings for intergenerational equity were created. Since revenues from 
finite natural resources need to be saved for the needs of future generations, the MOF established 
the Sovereign Wealth Fund Division to develop an institutional and legal framework that 
transforms the existing HDF and FSF into an effective and fully functioning SWF, which was 
named the Future Heritage Fund (FHF).6 This new fund will function not only as a fiscal stability 
mechanism, but also as an intergenerational fund. The SWF will need to be independently and 

                                                
1  Sovereign wealth fund management institution refers to a state-owned entity which is entrusted by the government 

to professionally manage and invest assets accumulated in a sovereign wealth fund.  
2  The TA first appeared in the business opportunities section of ADB’s website on 30 June 2017. 
3  ADB. 2017. Country Partnership Strategy: Mongolia, 2017–2020. Manila; ADB. 2017. Country Operations Business 

Plan: Mongolia, 2017–2019. Manila. 
4  There is no universal definition for sovereign wealth fund. It is commonly defined as a state-owned pool of money 

created for macroeconomic purposes. Sovereign wealth funds are for holding, investing, and managing assets in line 
with predetermined investment strategies to achieve financial objectives. 

5  The HDF was established to transform nonrenewable natural resources into assets yielding sustained returns for 
equal distribution among citizens. Since 2010, 70% of royalties collected from all mining companies and dividends 
have been placed in the HDF. The HDF has been used to finance social benefits of Mongolian citizens. The FSF 
was established to ensure medium- and long-term fiscal stability. Excess revenues caused by higher mineral prices 
during the boom period are accumulated in the FSF to make up for structural fiscal deficit. The FSF’s assets need to 
be maintained above 5% of gross domestic product in any fiscal year, and the central bank is in charge of the FSF’s 
asset management. 

6  The Parliament passed the FHF Law on 5 February 2016, and it was published in the ninth edition of the State 
Gazette. The FHF was enacted on 1 January 2017.  
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professionally managed without being affected by political influence. Through a series of TA 
projects, ADB has provided institutional support, including capacity building and policy advisory 
assistance, to the MOF. The first TA project, Managing for Development Results,7 was approved 
in 2010 and supported the MOF to (i) learn from international good practices in existing SWFs in 
other mineral-dependent economies, and (ii) develop a proper legal and institutional framework 
for the SWF in Mongolia. The second TA project, Public Finance Resource Management,8 was 
approved in 2013 and supported the MOF in (i) drafting the FHF Law to support the reform of the 
HDF into an effective SWF in Mongolia, (ii) setting up a capacity development road map and 
providing necessary training programs for MOF staff, and (iii) preparing a long-term development 
plan and strategy for the SWF. At present, the MOF is mandated to do the following for the SWF 
management institution: (i) formulate a framework; (ii) set up and staff the management team; 
and (iii) develop a comprehensive business plan and core guiding documents, including an 
investment mandate, a proper governance and accountability mechanism plan, and a short-term 
and medium-term strategy. 
 
4. According to the FHF Law passed in 2016, the FHF will be effective upon clearing all 
outstanding debts of the former HDF, which were estimated to be approximately MNT947 billion 
as of 31 December 2015.9 The FHF is expected to be an intergenerational savings fund with $100 
million–$200 million being deposited into it annually from mineral revenues and royalties. In 
accordance with the law, assets of the FHF and FSF will be managed by an investment 
management institution established pursuant to the FHF Law. 
 

III. THE TECHNICAL ASSISTANCE 

A. Impact and Outcome 

5. ADB’s previous two SWF TA projects in Mongolia have successfully supported the 
government in (i) transforming the HDF to the FHF with proper governance and accountability 
mechanism, and (ii) developing the needed capacity to establish the SWF management institution. 
Building on past achievements and lessons, Mongolia will need to further upgrade its SWF 
management mechanism as part of the public financial resource management system so it can 
efficiently respond to fundamentally changing economic environments. This will help in promoting 
sustainable and inclusive economic growth. Based on the road map provided under the previous 
TA projects to support the SWF, the proposed knowledge and support TA aims to continue its 
support for the government to establish a SWF management institution as the next step. To 
accomplish this, the government needs to (i) build the strategic and operational plan for the SWF 
management institution; (ii) develop a comprehensive business plan and core guiding principles 
for the establishment of the SWF management institution; and (iii) raise the level of institutional 
capacity in line with international best practices, especially with those of mineral-rich economies, 

                                                
7  ADB. 2010. Technical Assistance to Mongolia for Managing for Development Results. Manila. 
8  ADB. 2013. Technical Assistance to Mongolia for Public Finance Resource Management. Manila. 
9  Given current applicable gross revenue collection of approximately $135 million per annum, the HDF’s outstanding 

debts should be cleared by 2020, with FHF assets becoming positive from that time onwards. The revenues collected 
and accumulated in the FHF consist of the following: 
(i) 65% of all royalty payments on minerals collected by the government (in accordance with Article 47 of the Law 

on Mineral Resources, after deductions for the Stabilization Fund established under the Fiscal Stability Law), 
plus an additional 20% of government mineral revenues over and above the level collected in the base year of 
2017;  

(ii) all dividends received attributable to state-owned shares of both state-owned and privately managed mining 
companies; and 

(iii) 50% of any revenue raised from new or incremental taxes on exploitation of mineral resources. 
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to limit the effects of risks associated with high-mineral dependency while balancing the needs of 
current and future generations. 
 
6. The TA will help the government (i) institutionalize effective SWF management 
mechanism based on transparent governance structure and proper accountability mechanisms, 
(ii) develop and implement the capacity development plans for required skill sets and human 
resources, and (iii) produce policy recommendations and guidelines for establishing and 
supervising the FHF based on research and international good practices. 
  
7. The TA is aligned with the following impact: sustainable long-term economic growth for 
future generation achieved. The TA will have the following outcome: SWF management institution 
established. 
 
B. Outputs, Methods, and Activities  

8. Output 1: Core documents and guidelines for establishing a SWF management 
institution produced and endorsed by MOF. The project team will prepare and publish a set of 
core documents to achieve financial sustainability (business plan, investment mandate, and 
financial mechanisms and criteria), and for proper governance and accountability (internal 
regulations and guidelines). The documents will be based on the review of international good 
practices and related research. The project team will organize separate knowledge sessions for 
officials of MOF and relevant agencies to disseminate the content of the core documents.  
 
9. Output 2: Comprehensive capacity development program for required skills and 
staff prepared and training programs conducted. In addition to preparing a comprehensive 
capacity development plan and conducting technical training workshops and seminars, the project 
team will arrange and support domestic and external training opportunities, a study tour,10 and a 
staff exchange program with SWF management institutions with good practices. 
 
10. Output 3: A series of reports with policy recommendations and guidelines for 
effective management of the SWF management institution published. The project team will 
publish this series of reports as well as relevant market research and analysis. The findings will 
be shared among policy makers, officials from relevant ministries, and staff members from SWF 
management institutions in Mongolia through various knowledge-sharing activities. 

 
11. Strategic fit. The TA will support the government to continue its reform efforts in public 
financial resource management by establishing a professional SWF management institution with 
proper governance and accountability mechanisms. The TA design follows ADB’s Financial 
Sector Operational Plan.11 The project is in line with ADB’s country partnership strategy, 2017–
2020 for Mongolia (footnote 2) and the Government Action Plan, 2016–2020.12 The project will 
sustain inclusive economic growth and improve the transparency and accountability of the 
management systems of the public sector to help ensure that the financial resources of both ADB 
and the government are used appropriately and effectively. 

 

                                                
10 Study tours will be conducted in ADB member countries only. 
11 ADB. 2011. Financial Sector Operational Plan. Manila. 
12 Government of Mongolia. 2016. Government Action Plan, 2016–2020. Ulaanbaatar.   
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C. Cost and Financing 

12. The TA is estimated to cost $500,000, which will be financed on a grant basis by ADB’s 
Technical Assistance Special Fund (TASF 6). 
 
13. The government will provide counterpart support in the form of data access, office space, 
logistics support, and other in-kind contributions. 
 
D. Implementation Arrangements 

14. The TA will be implemented from July 2017 to December 2020. The executing agency will 
be the Financial Policy Department of the MOF. The implementing agency will be the Financial 
Asset Management Division of the MOF. The advance payment facility procedure will be adopted 
following ADB’s Technical Assistance Disbursement Handbook (2010, as amended from time to 
time) and established with the MOF to facilitate timely organization of training, seminar, and 
conference activities. Purchase of equipment will be done in accordance with ADB’s Procurement 
Guidelines (2015, as amended from time to time). 
 
15. Consulting services. ADB will individually select and engage two international 
consultants (9 person-months in total: a sovereign wealth fund management specialist and a 
sovereign wealth fund institutional specialist) and three national consultants (36 person-months 
in total: a sovereign wealth fund expert, a sovereign wealth fund legal and regulatory specialist, 
and a capacity development planning and coordinating expert) in accordance with the Guidelines 
on the Use of Consultants (2013, as amended from time to time).  
 
16. TA progress will be evaluated during review missions based on the performance targets 
and indicators defined in the design and monitoring framework specified in Appendix 1. The MOF 
will provide baseline data and will verify the data with other government authorities. 

 
Implementation Arrangements 

Aspects  Arrangements 
Indicative implementation period July 2017–December 2020 

Executing agency Financial Policy Department of the MOF  

Implementing agency Financial Asset Management Division of the MOF 

Consultants To be selected and engaged by ADB 

ICS 5 person-months $100,000 

ICS 4 person-months $80,000 

ICS 8 person-months $24,000 

ICS 8 person-months $24,000 

ICS 20 person-months $42,000 

Procurement 

 

To be procured by the executing agency following ADB’s Procurement 
Guidelines (2015, as amended from time to time) 

Shopping 2 contracts $20,000 

Disbursement The TA resources will be disbursed following ADB's Technical Assistance 
Disbursement Handbook (2010, as amended from time to time). 

ADB = Asian Development Bank, ICS = individual consultant selection, MOF = Ministry of Finance, TA = technical 
assistance. 
Source: ADB. 
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IV. THE PRESIDENT'S DECISION 

17. The President, acting under the authority delegated by the Board, has approved the 
provision of technical assistance not exceeding the equivalent of $500,000 on a grant basis to 
Mongolia for Establishing Sovereign Wealth Fund Management Institution, and hereby reports 
this action to the Board. 
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DESIGN AND MONITORING FRAMEWORK 
 
Impact the TA is Aligned with 
Sustainable long-term economic growth for future generations achieved (Government Action Plan, 2016–
2020; Country Partnership Strategy: Mongolia, 2017–2020)a 
 

Results Chain 

Performance Indicators 
with Targets and 

Baselines 
Data Sources and 

Reporting Risks  
Outcome    
SWF management 
institution 
established 

Establishment of SWF 
management institution 
completed by 2020 
(2017 baseline: NA) 

MOF reports Unexpected economic 
shock leads to delayed 
payoff of the debt 
accumulated under the 
HDF. 
 
Turnover of government 
staff increases. 

Outputs    
1. Core documents 

and guidelines for 
establishing a 
SWF 
management 
institution 
produced and 
endorsed   by 
MOF 

 

1a.  Business plans, 
investment mandate, 
internal regulations, 
financial mechanisms, 
and criteria and 
guidelines developed 
and published by 2019 
(2017 baseline: NA) 

1a–1b. Consultant’s 
report approved by 
the MOF 

Turnover of government 
staff increases. 
 
Mobilization of qualified 
consultants is delayed. 

 
1b.  A final report published 

as a knowledge product 
by December 2020 
(2017 baseline: NA) 

 

  

2. Comprehensive 
capacity 
development 
program for 
required skills and 
staff prepared and 
training programs 
conducted 

 

2a.  Capacity development 
plan prepared and 
published by 2019 
(2017 baseline: NA) 

2a.  Consultant’s report 
approved by the 
MOF 

 

 
2b.  Training and workshops 

for relevant authorities 
conducted (estimated 
number of participants 
is 30–40) by December 
2020 (2017 baseline: 
NA) 

 

 
2b.  Participants’ 

evaluation of 
workshops, 
seminars, and 
training 

 

3. A series of reports 
with policy 
recommendations 
and guidelines for 
effective 
management of 
the SWF 
management 
institution 
published 

3a.  Reports published by 
2019 (2017 baseline: 
NA) 

3a.  Consultant’s report 
approved by ADB 
and the MOF 

 

 
3b.  Workshops and 

seminars organized and 
conducted for sharing 
the findings of reports 
by December 2020 
(2017 baseline: NA) 

 
3b.  Participants’ 

evaluation of 
workshops, 
seminars, and 
training 
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Key Activities with Milestones 

1. Core documents and guidelines for establishing a SWF management institution produced and 
endorsed 
1.1 Consultants fielded (September 2017) 
1.2 Inception meeting and report completed (October 2017) 
1.3 Core documents and guidelines completed (September 2019) 
1.4 Final workshop organized and conducted (October 2020) 

2. Comprehensive capacity development program for required skills and staff prepared and 
training programs conducted 
2.1 Consultants fielded (September 2017) 
2.2 Capacity development plan developed (March 2018) 
2.3 Training, seminars, and study tours conducted (September 2020)  

3. A series of reports with policy recommendations and guidelines for effective management of 
the SWF management institution published  
3.1 Consultants fielded (December 2017) 
3.2 Series of reports published (June 2019 to September 2020) 

Inputs 
 
ADB: $500,000 (TASF 6) 
 
Note: The government will provide counterpart support in the form of counterpart staff, office space, 
transportation, and other in-kind contributions. 
ADB = Asian Development Bank, FHF = Future Heritage Fund, HDF = Human Development Fund, MOF = Ministry of 
Finance, NA = not applicable, SWF = Sovereign Wealth Fund, TASF = Technical Assistance Special Fund. 
a  Government of Mongolia. 2016. Government Action Plan, 2016–2020. Ulaanbaatar; ADB. 2017. Country Partnership 

Strategy: Mongolia, 2017–2020. Manila.  
Source: ADB. 
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COST ESTIMATES AND FINANCING PLAN 
($’000) 

Item Amount 
ADBa  
   1.     Consultants  
  a. Remuneration and per diem  
   i. International consultants (9 person-months) 180.00 
   ii. National consultants (36 person-months) 90.00 
  b. International and local travelb 20.00 
  c. Reports and communicationsc 20.00 
   2.     Training, seminars, and conferences  
  a. Seminars and workshopsd 
  b. Resource persons 

100.00 
30.00 

             c.   Study toure                  20.00 
  3.    Equipmentf 
  4.    Contingency                                                    

20.00 
20.00 

     Total 500.00 
ADB = Asian Development Bank, TA = technical assistance, TASF = Technical Assistance Special Fund. 
Note: The TA is estimated to cost $550,000, of which contributions from ADB are presented in the table above. The 
government will provide counterpart support in the form of counterpart staff, office space, transportation, and other in-
kind contributions. The value of government contribution is estimated to account for 9.1% of the total TA cost. 
a Financed by ADB’s TASF 6. 
b Limited to transport costs only. 
c  Includes translation cost for core documents produced under the TA, including guidelines, policy notes, inception 

reports, interim reports, and final reports.  
d Includes the costs of arrangement of venues, translation or interpretation of seminar- and workshop-related items, 

and external training participation. Specific budget and arrangements are subject to prior approval from ADB.  
e  The study tours will be conducted in ADB member countries only.  
f      Includes computers, software, printers, and other equipment to be procured based on ADB’s Procurement Guidelines 

(2015, as amended from time to time) for supporting the establishment of the Sovereign Wealth Fund management 
institution. Equipment procured under the TA will be turned over to the executing agency upon completion of TA 
activities. 

Source: ADB. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=51082-001-TAReport  

 
1. Terms of Reference for Consultants 

 

http://www.adb.org/Documents/LinkedDocs/?id=51082-001-TAReport



