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Facility Administration Manual Purpose and Process

The facility administration manual (FAM) describes the essential administrative and
management requirements to implement the project on time, within budget, and in accordance
with the policies and procedures of the government and Asian Development Bank (ADB). The
FAM should include references to all available templates and instructions either through linkages
to relevant URLSs or directly incorporated in the FAM.

The executing agency and implementing agencies are wholly responsible for the implementation
of ADB-financed projects, as agreed jointly between the borrower and ADB, and in accordance
with the policies and procedures of the government and ADB. ADB staff is responsible for
supporting implementation including compliance by executing agency and implementing
agencies of their obligations and responsibilities for project implementation in accordance with
ADB’s policies and procedures.

At loan negotiations, the borrower and ADB shall agree to the FAM and ensure consistency with
the Legal Agreements. Such agreement shall be reflected in the minutes of the loan negotiations.
In the event of any discrepancy or contradiction between the FAM and the Legal Agreements,
the provisions of the Legal Agreements shall prevail.

After ADB Board approval of the project's report and recommendations of the President (RRP),
changes in implementation arrangements are subject to agreement and approval pursuant to
relevant government and ADB administrative procedures (including the Project Administration
Instructions) and upon such approval, they will be subsequently incorporated in the FAM.













l. PROJECT DESCRIPTION

1. The proposed Multitranche Financing Facility (the MFF) for Inner Mongolia Sustainable
Cross-Border Development Investment Program (Investment Program) will promote sustainable
development of cross-border areas and mutually beneficial regional cooperation and integration
(RCI) between Inner Mongolia Autonomous Region (IMAR) of the People’s Republic of China
(PRC) and Mongolia. The Investment Program will improve economic inclusion ecosystems,
crucial services in the five IMAR border cross point (BCP)! communities and surrounding areas
on both sides of the 3,200 kilometer (km) PRC—Mongolia frontier, which lags in economic and
social development and confronts significant transboundary risks in relation to fragile ecosystems,
health security, and other areas. Expanded financial and business support to small and medium-
sized enterprises (SMEs) in border regions will spur local income growth. Establishment of an
agricultural value chain will enhance livelihoods on both sides of the frontier. The program will
have strong regional spillover benefits to Mongolia: improvement in infrastructure and services at
IMAR—Mongolia BCPs will boost the volume and quality of trade, creating about 3,300 direct and
indirect jobs in Mongolia. The geographical areas to be covered by the Investment Program
include: (i) Erenhot Municipality; (ii) Darhan Muminggan United Banner (Damaogi County) and
Qingshan District in Baotou Municipality; (iii) Arxan City in Xing’an League (Xing’an Municipality);
(iv) Alxa Left Banner (Azuogi County) in Alxa League (Alxa Municipality); (v) Bayannur
Municipality; and (vi) SMEs? located in IMAR through selected financial intermediaries (FIs).

2. Impact and Outcome. The Investment Program is aligned with the following impact:
sustainable economic development and shared prosperity for Central Asia Regional Economic
Cooperation (CAREC)? region achieved. The Investment Program will result in the following
outcome: sustainable economic opportunities and living conditions in areas along the IMAR-
Mongolia border improved.

3. Outputs: The Investment Program will deliver four major outputs to address the key
constraints:

0] Sustainable infrastructure for cross-border connectivity and health services
improved.* The investment program will support sustainable infrastructure and
institutional changes at five key BCPs stretched over 2,000 km along the border
between IMAR and Mongolia. This output comprises: (a) establishing a smart port
management systems including one-stop inspection and intelligent vehicle
gueuing; (b) installing a wind-powered, clean energy heating supply for the
Erenhot—Zamyn-Uud Economic Cooperation Zone (ECZ); (c) building connecting
and access roads at ECZs and BCPs; (d) improving a transit systems to smooth
and speed up BCP logistics and reduce transboundary health risks including
storage and transshipment facilities, customs clearance systems, and sanitary and
phytosanitary clearance facilities; and (e) enhacing capacity and quality of services
at the PRC-Mongolia International Hospital in Erenhot through the provision of
advanced medical equipment and technical training on regional health security
issues.

1 Five ports open to Mongolia, including Erenhot, Mandula, Gangimaodu, Arxan and Uliji Ports, will be supported by
the investment program.

2 The classification of SMEs is defined in Statistical Methods on Classification of Micro-, Small-, Medium-, and Large-
Sized Enterprises, which was endorsed by National Bureau of Statistics, PRC on 28 December 2017.

3 ADB. 2017. CAREC 2030: Connecting the Region for Shared and Sustainable Development. Manila.

4 G20 Principles for Quality Infrastructure Investment will be followed such as principles of sustainability, resilience,
inclusiveness, and innovative technologies.



(ii)

(iii)

(iv)

Ecological environment in key border towns improved. This output includes:
(a) creating protective forest strips to safeguard BCP communities from
sandstorms and improving their environmental conditions using smart forestation
technologies such as advanced reclaimed water irrigation and intelligent
fertilization; (b) piloting a smart municipal waste collection system and introducing
recycling systems to reduce negative impacts from human activities on the
environment.

Income-generating opportunities expanded. This output comprises: (a)
providing local currency loans to SMEs engaged in cross-border businesses
through a financial intermediation loan (FIL); (b) strengthening IMAR’s business
development service system for SMEs with particular support going toward piloting
a program to support female entrepreneurs and SMEs led by women; (c)
developing an inclusive sheep value chain to creat economic opportunities for
farmers in border areas by building animal quarantine facilities, sheep processing
logistics park, stud sheep breeding and farming bases at the Mandula port, and a
livestock tracing and management system; and (d) establishing the Poverty
Alleviation Program (PAP) to ensure that poor households, including those headed
by women, are integrated into the value chain.

Cross-border cooperation mechanisms, technical project management, and
institutional capacity strengthened. This output includes: (a) annual
international workshops to support existing bilateral coordination mechanisms at
the Erenhot—Zamyn-Uud BCP and facilitate cross-border policy dialogue between
the PRC and Mongolia; (b) training for agricultural enterprises, farming households,
and rural cooperatives to improve their use of livestock farming technology, animal
disease prevention, and livestock waste management; and (c) training for
executing agency, implementing agencies, project implementing entities (PIES),
and counterpart Mongolian officials in safeguards, procurement, financial
management, gender equality, and awareness of sexual exploitation and
harassment.

4. For the first tranche of the Investment Program, the Government of Inner Mongolia
Autonomous Region (IMAR) has requested €166.53 million to finance the following activities as
per output (Appendix 1 for the detailed subproject summaries):

(i)

(ii)

Under Output 1, it includes:

a) Inspection Area Construction for the PRC-Mongolian Erenhot—Zamyn-
Uud ECZ, including (1) construction of inspection area; and (2) establishment
of smart port management platform; (3) construction of cross-border economic
cooperation center; (4) establishment of fencing, alarm and monitoring system
in the ECZ; (5) construction of clean energy heating and pipe network for the
ECZ;

b) Upgrading the Mandula Port International (Highway) Logistics Park,
including (1) expansion of port freight passage roads, (2) construction of
service area, (3) construction of customs supervision center, and

¢) Upgrading Medical Equipment and Facilities for the Hospital, including
procurement of 86 sets of advanced medical equipment and facilities.

Under Output 2, it includes:

a) Ecological Restoration for the PRC-Mongolian Erenhot—-Zamyn-Uud
ECZ, including (1) ecological protection greenbelt along the central axis,
including reclaimed water storage and irrigation facilities, and landscape
lighting; and (2) ecological protection greenbelt along roadsides, including



reclaimed water storage and irrigation facilities; and

b) Waste Collection and Transfer Station in ECZ, and Sanitation Intelligent
Cloud Platform in Erenhot, including (1) construction of one waste collection
and transfer station; (2) procurement of supporting facilities; and (3)
establishment of sanitation intelligent cloud platform.

(iii) Under Output 3, it includes:

a) Loans to SMEs in IMAR through selected Fls, including (1) providing credit
to SMEs that are engaged in cross-border trade and logistics, agribusiness,
manufacturing, and cross-border tourism in IMAR using the FIL modality (the
eligibility criteria for SMEs is listed in Appendix 2); (2) strengthening IMAR’s
business development services system for SMEs; and (3) supporting IMAR’s
pilot project of providing well-designed business support program for female
entrepreneurs and SMEs owned or led by women in the border areas; and

b) Establishment of Quarantine Station in Mandula Port and Expansion of
Sheep Breeding Bases, including (1) upgrading stud sheep breeding base,
(2) construction of a quarantine station in Mandula Port, (3) upgrading five
sheep farming bases, (4) establishment of product traceability and
management system, (5) establishment of a PAP, (6) Construction of sheep
slaughtering, processing and logistic park, and (7) project management and
monitoring.

(iv) Under Output 4, it includes:

a) Cross-border policy dialogue workshops;

b) providing training to the private agricultural enterprise, large-scale farmer
households, rural cooperatives and poor households to increase their use of
livestock farming technology, animal disease prevention and livestock waste
management;

¢) providing on-job training to doctors and nurses, customs and inspection staff,
other technicians to enhance their service capacity;

d) providing training in safeguards, procurement, financial management and
reporting to executing agency, implementing agencies and PIEs to improve
their project management capacity, under the support from project
implementation consultants (PICs); and

e) carrying out social surveys to identify the benefits accompanied with the
promotion of RCI to local people.

5. The list of an indicative pipeline of subprojects for Tranches 2 and 3 of the investment
program is presented in Appendix 12.



Il. IMPLEMENTATION PLANS

A. Project Readiness Activities

Table 1: Project Readiness Activities

Retroactive financing actions

IADB Board approval

Loan and project agreements signed

Government legal opinion provided

Indicative Activities 01 02 2%230 04 28211 Responsibility
1|2|3|4/5|6/7|8/9|10(11/12|1 |2 |3

ADB management review meeting ADB
FCUP submission and approval IMARG, NDRC
Project Financial Review Report submission IMARG, MOF
and approval
Loan negotiations ADB, MOF, IMARG
IAdvance contracting actions ADB, IMARG

DB, IMARG
ADB

Onlending and Relending agreement signing

Loan effectiveness

Domestic EIAs and TEIRs approved

ADB, MOF, IMARG

MOF, IMARG
MOF, IMARG
DB, MOF
EEB

ADB = Asian Development Bank, EEB = Ecology and Environment Bureau, EIA = environmental impact assessment,
FCUP = foreign capital utilization plan, IMARG = Government of Inner Mongolia Autonomous Region, MOF = Ministry
of Finance, NDRC = National Development and Reform Commission, TEIR = tabulate of environmental impact

registration.
Source: Asian Development Bank.



B. Overall Project Implementation Plan

Table 2: Investment Program Implementation Plan - Tranche 1

[ 2020 | 2021 [ 2022 [ 2023 [ 2024 [ 2025 [ 2026 [ 2027
[o3[oa]q1[ Q2] Q3] 04| 1] Q2] Q3] 4| 1] Q2] Q3] a[ Q1[Q2] @3] 4| 1] Q2] @3] ea[ 1] Q2] @3] 4] 1 Q2] @3
Output 1: Sustainable infrastructure and services for cross-border connectivity improved

1.1 [Detailed design completed by Q1 2021

1.2 [Adwertisement by Q2 2021

1.3 [Complete bidding process by Q4 2021
Procurement of medical facilities of the Hospital in
Erenhot completed by Q4 2022

Functions of smart port facilities and systems in
Erenhot Port confirmed by Q1 2027

Construction of logistics park facilities and
buildings in Mandula Port completed by Q1 2027
Output 2: Ecological environment in key border towns improved

2.1 [Detailed design completed by Q1 2021 [ 1
2.2 [Adwertisement by Q2 2021
2.3 [Complete bidding process by Q4 2021
24 Protective forest in the Erenhot-Zamyn Uud ECZ
completed by Q1 2027
25 Functions of sanitation intelligent cloud senice
platform operated confirmed by Q1 2027

Output 3: Income generating opportunities expanded
31 Onlending to selected qualified SME subborrowers
"~ |completed by Q1 2027
3.2 |Detailed design completed by Q1 2021
3.3 [Adwertisement by Q2 2021
3.4 [Complete bidding process by Q4 2021
Carry out the Poverty Alleviation Program by Q1
2027
Carry out the Stud Sheep Breeding Program by Q1
2027
3.7 |Upgrading five sheep farming bases by Q3 2024
Establish product traceability and management
system by Q3 2024
Construction of quarantine station facilities
completed by Q1 2027
Output 4: Cross-border mechanisms, technical project management and institutional capacity strengthened
Carry out annual RCI International Workshop by
Q1 2027
Carry out technical and project management
training workshops by Q1 2027
On-site job trainings to the Hospital Management,
doctors, and nurses by Q1 2027
4.4 |Carry out capacity building activities by Q1 2027
Management activities - reporting and monitoring

1 Recruit and manage program start-up consultants

by Q1 2021
Recruit and manage project implementation
consultants by Q3 2027
3 _[Dewvelop and maintain the PPMS by Q3 2027
Semi-annual project progress reports (including
Investment loan component and FIL component)
Semi-annual enviromental safeguard monitoring
reports - Investment loan
Semi-annual Social safeguard monitoring reports -
Investment loan
7 Semi-annual ESMS monitoring progress reports -
financial intermediation modality loan

8 Inception / Annual / Midterm / Final Review
Missions
9 [Project audited financial statements
10 |Entity financial statements (FIs and PIEs)
11 |Project completion report

Activity

1.4

1.

o

1.6

3.6

4.3

2

6

Loan effectiveness - T Tranche 1 completion
Tranche 1 closing
I:lAdvance contracting -Mid-term review

ECZ = economic cooperation zone, ESMS = environmental and social management system, FIL = financial
intermediation loan, FIs = financial intermediaries, IMAR = Inner Mongolia Autonomous Region, PIE = project
implementing entity, PPMS = program performance management system, Q = quarter, RCI = regional cooperation and
integration, SMEs = small and medium-sized enterprises.

Source: Asian Development Bank.



A.

PROJECT MANAGEMENT ARRANGEMENTS

Project Implementation Organizations: Roles and Responsibilities

Table 3: Roles and Responsibilities of Project Implementation Organizations Tranche 1

Project Implementation
Organizations

Management Roles and Responsibilities

The Government of
Inner Mongolia
Autonomous Region,
represented by the
Project leading group
(PLG)

IMAR Department of
Finance - IDOF

IMAR Project
Management Office -
IPMO (established under
IDRC)

Headed by Inner Mongolia Autonomous Region (IMAR) Vice Governor and

consists of representatives of IMAR DRC (IDRC), IMAR Department of

Finance (IDOF), Department of Commerce, Office of Port Management,

vice-mayor of project municipal governments and the Chief Executive

Officer of privately owned enterprise (POE). They will:

» Provide overall coordination and supervision for project preparation and
implementation;

» Coordinate project
agencies; and

» Resolve any institutional problems affecting project preparation and
implementation.

On behalf of the Government of IMAR, responsible for overall project

financial management. They will:

Sign relending agreement with the MOF on behalf of IMARG;

Open and manage the project advance account, replenishment of

advances made, and liquidation;

Review, approve, and submit loan withdrawal applications to ADB on

behalf of the Government of IMAR;

Sign onlending agreement with the governments of project

municipalities/districts/counties (represented by the local BOF) and Fls;

Prepare and monitor repayment plan of ADB loan and repayment works;

and

Ensure that counterpart funds and other resources for the subprojects

are provided in a timely manner.

On behalf of the Government of IMAR, the IPMO will be responsible for

overall coordination and supervision of project preparation and

implementation, including:

implementation activities among government

YV VYV ¥V VY VYV

A\

Facilitate interagency coordination and coordinate with other involved

agencies;

Direct project preparation and implementation activities;

Recruit procurement agency;

Recruit and manage PICs;

Prepare payment requests for project management and capacity

building activities, and submit to IDOF for review and approval;

Prepare annual work programs and budgets;

Guide project procurement activities, including the review and

submission of bidding documents, bid evaluation reports (BERs), and

other necessary documentation to ADB for necessary approval,

Under Tranches 2 and 3, ensure that eligibility criteria for subprojects

and other requirements stipulated in the relending agreement are met;

» Implement the activities for project management and institutional
capacity building;

» Ensure the eligibility criteria and other requirements for SMEs under
financial intermediation loan modality are met, including those to be
financed by revolved funds;

» Establish and implement the project grievance redress mechanism;

VV VYVVY

A\




Project Implementation
Organizations

Management Roles and Responsibilities

Implementing agencies
(project municipal
governments,
represented by the
Municipal Project
Management Office -
MPMO).

Tranche 1:
e Erenhot Municipality
e Baotou Municipality

Tranche 2:

e Alxa Municipality

e Bayannur
Municipality

¢ Xing’an Municipality

Financial intermediaries

Tranche 1:
e Bank of Inner
Mongolia

>

YV VYV

>

Establish PPMS within 6 months after loan effectiveness to monitor
project progress, including regular monitoring of physical and financial
progress, and safeguards compliance;

Support PIEs with the implementation of EMP, RP, and SDGAP, EMDF,
RF and EARF for subprojects for subsequent tranches, and assist Fls
in implementing ESMS;

Ensure project implementation compliance with loan agreement and
project agreement;

Facilitate and participate in annual ADB review missions;

Cooperate with the audit department for auditing of project accounts;
Consolidate and submit (1) semiannual project progress reports
(including investment loan and financial intermediation loan); (2)
semiannual environmental safeguard monitoring progress report,
including the implementation of EMP and EARF; (3) semiannual social
safeguard monitoring progress report, including the implementation of
SDGAP; (4) semiannual ESMS monitoring progress report; (5) annual
project audited financial statements; (6) annual audited entity financial
statements for PIEs and Fls; and (7) midterm and project completion
reports to ADB and the Government of IMAR, with assistance from the
PICs; and

Summarize the project experience and facilitate project replication over
the regional ECZs.

On behalf of project municipal government, the MPMOs will be responsible
for overall coordination and supervision of subproject preparation and
implementation in its level, including:

>

Y VYV
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Facilitate interagency coordination and coordinate with other involved
parties in its level;

Direct subproject preparation and implementation activities;

Prepare the annual work plan and budget in coordination with the PIES;
Organize and conduct procurement activities, particularly attend bid
opening, supervise the bid evaluation process, and endorse BERs for
all related procurement packages;

Coordinate training and capacity development activities;

Establish and implement the local level grievance redress mechanism;
Establish baseline data to monitor project impacts and outputs, including
but limited to regular monitoring of physical and financial progress;
Implement the RP, SDGAP, EMP and other safeguard related action
plans;

Facilitate the identification of
intermediation modality loan;
Prepare and submit its level (1) semiannual project progress reports; (2)
semiannual environmental safeguard monitoring progress report,
including the implementation of EMP; (3) semiannual social safeguard
monitoring progress report, including the implementation of SGDAP; (4)
annual project financial statements; (5) annual audited entity financial
statements from PIEs; and (6) midterm and project completion reports
to IPMO, with assistance from the PICs; and

Liaise with IPMO, ADB, and other agencies as needed.

Fulfill the responsibilities of Fls for the loans as stipulated in PRC
Banking regulations;

Enter into Onlending Agreement with the Government of IMAR
(represented by IDOF);

candidate SMEs for financial




Project Implementation
Organizations

Management Roles and Responsibilities

e Other FI(s) to be
selected if any

Municipal/District/County
Bureau of Finance

Project Implementing
Entities

Tranche 1:
Erenhot Municipality:

1. Erenhot Yixin Urban
& Rural Development
and Construction and
Asset Management
Co., Ltd (Yixin) (SOE)

Baotou Municipality:

2. Damaoqi Pine
Boolean Property
Service Co., Ltd
(Songbuer) (SOE);

3. Inner Mongolia Xiao
Wei Yang Stock
Raising Sciences and
Technologies Co., Ltd
(Xiaoweiyang) (POE)

Asian Development
Bank

>

>

VVVY VVVY
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Set up and maintain a project implementing unit (P1U) to implement day-
to-day activities;

Adopt ESMS and conduct environmental and social due diligence for
SME qualified subprojects using the eligibility criteria and in accordance
with the ESMS;

Confirm that the SMEs have required permit and approvals including
environment approval and land allocation from local governments;
Conduct financial due diligence and creditworthiness analysis on the
SME applicants;

Participate in the external audit of project accounts by providing access
to the audit department;

Monitor interest payment and principal repayment of loans by the SMEs
and report to IPMO any defaults;

Prepare and submit (1) semiannual project progress reports; (2)
semiannual ESMS monitoring progress report; (3) annual project
financial statements; (4) entity audit financial statements and provide
inputs for (5) midterm and project completion reports to IPMO, with
assistance from the PICs; and

Liaise with IPMO, ADB, and other agencies as needed.

Sign onlending agreement with IDOF on behalf of local government;
Sign onlending agreement with PIEs on behalf of local government;
Review and approve payment requests from PIEs and submit to BOF
up one level (or IDOF) for further review and approval; and

Ensure timely provision of counterpart funds.

Set up and maintain a PIU to implement day-to-day activities;

Recruit design institutes for preliminary and detailed designs;

Prepare the bidding documents with the support of procurement agency,
participate bid evaluation, including the signing of BERs, and signing
and administration of contracts with the aid of procurement agency;
Ensure environmental and social safeguards are complied with based
on ADB'’s Safeguard Policy Statement (2009);

Establish and maintain the required project accounting arrangement
and other implementation recording systems;

Prepare payment requests and submit to the local BOF for review and
confirmation;

Retain supporting documents under payment request procedure;
Maintain the project’s financial records, making them ready for
inspection by ADB missions;

Provide MPMO with inputs to (1) semiannual project progress report, (2)
semiannual environmental safeguard monitoring progress report, (3)
semiannual social safeguard monitoring progress report, and (4) annual
subproject financial statements, and (5) audit financial statements for
POE, with assistance from the PICs, and (6) midterm report and project
completion report;

Operate and maintain the facilities constructed or improved under the
project; and

Liaise with PMOs, ADB, and other agencies as needed.

Provide guidance and support to executing and the implementing
agencies to ensure compliance with loan and project agreements;
Conduct regular loan review missions, midterm review mission, and
project completion review;

Review and approve sub-loans to SMEs that require prior review under
FIL;




Project Implementation Management Roles and Responsibilities

Organizations

\ %

YV V

A\

>

Review and approve procurement actions;
Disburses the loan in accordance with the agreed procedures upon
receipt of duly authorized disbursement applications and necessary
supporting documentation;

Monitor the project implementation progress;
Review annual audit reports and follow up on audit recommendations;

Review project progress reports and monitors implementation of EMP,
SDGAP, ESMS, EARF and EMDF;
Ensures that the Government of IMAR act on any non-compliance
issues; and
Develop partnership with the Government of IMAR and supervises
program implementation to ensure ADB interests are safeguarded.

ADB = Asian Development Bank, BOF = Bureau of Finance, EARF = environmental assessment review framework,
ECZ = economic cooperation zone, EMDF = ethnic minority development framework, EMP = environmental
management plan, ESMS = environmental and social management system, FIL = financial intermediation loan, Fls =
financial intermediaries, IDOF = Inner Mongolia Autonomous Region Department of Finance, IDRC = Inner Mongolia
Autonomous Region Development Reform Commission, IPMO = Inner Mongolia Autonomous Region Project
Management Office, MOF = Ministry of Finance, MPMO = municipal project management office, PCR = project
completion report, PICs = project implementation consultants, PIE = project implementing entity, PIU = project
implementing unit, PLG=project leading group, , PPMS = program performance management system, RF
resettlement framework, RP = resettlement plan, SDGAP = social development and gender action plan, SMEs = small

and medium-sized enterprises, SPS = Safeguard Policy Statement,.

Source: Asian Development Bank.

B. Key Persons Involved in Implementation

Executing Agency
IMAR Department of Finance

IMAR Development and Reform
Commission

IPMO

Implementing Agency
Erenhot Municipal Project
Management Office

Baotou Municipal Project
Management Office

Officer's Name: Mr. Tang Lifeng

Position: Director, Public Investment Division, IDOF
Telephone: +86-471-4192336

Email address: 61466642@qqg.com

Office Address: 19 Chilechuan Street, Saihan District, Hohhot,
IMAR, People’s Republic of China

Officer's Name: Mr. Li Xueyan

Position: Director of Foreign Capital and Economic Cooperation

Division; Deputy PMO Director, IDRC

Telephone: +86-471-6659038

Email address: imarrc_pmo@126.com

Office Address: Fazhan Building, Chilechuan Street, Saihan
District, Hohhot, IMAR, People’s Republic of China

Officer's Name: Mr. Liu Peng

Position: PMO Director, Erenhot DRC

Telephone: +86-479-7521212

Email address: eljccyk@163.com

Office Address: Government Office Building, Erenhot, IMAR,
People’s Republic of China

Officer's Name: Mr. Yan Jianping

Position: Deputy Director General, Baotou DRC
Telephone: +86-13704737245

Email address: btfgwwzc@163.com
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Financial Intermediary

Bank of Inner Mongolia

Project Implementing Entity
Erenhot Yixin Urban & Rural
Development and Construction
and Asset Management Co., Ltd
(SOE)

Damaogqi Pine Boolean Property
Service Co., Ltd (SOE)

Inner Mongolia Xiao Wei Yang
Stock Raising Sciences and
Technologies Co., Ltd (POE)

Asian Development Bank
Public Management, Financial
Sector, and Regional
Cooperation Division, EARD

Mission Leader

Office Address: No. 240, Wulate Street, Saihan Subdistrict Office,
Jiuyuan District, Baotou, IMAR, People’s Republic of China

Officer's Name: Mr. Bai Xiao

Position: Director of Corporate Banking Division, BOIM
Telephone: +86-18647301111

Email address: 619163@qqg.com

Office Address: Building B, Bank of Inner Mongolia, Tengfei
South Road, Saihan District, Hohhot, IMAR, People’s Republic of
China

Officer's Name: Mr. Jin Guohui

Position: Manager, Legal Department

Telephone: +86-15904795538

Email address: 312123521 @qqg.com

Office Address: No. 0722, Xilin Street, Erenhot, IMAR, People’s
Republic of China

Officer's Name: Mr. Na Sheng Bao Yin

Position: President of the Company

Telephone: +86-15148233666

Email address: mdlkouan@sina.com

Office Address: No. 205, Office of Commerce, Bailingmiao Town,
Damaogi Banner (County), Baotou, IMAR, People’S Republic of
China

Officer's Name: Mr. Feng Zhizhong

Position: President Assistant

Telephone: +86-15847248882

Email address: fengyanan@xwy.cc

Office Address: No.77, Wenhua Road, Qingshan District, Baotou,
IMAR, People’s Republic of China

Staff Name: Ms. Xiaogin Fan

Position: Director

Telephone No.: +63-2-632-1837

Email address: xfan@adb.org

Office address: 6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines

Staff Name: Mr. Seung-Min Lee

Position: Senior Regional Cooperation Specialist
Telephone No.: +63-2-632-5627

Email address: sminlee@adb.org

Office address: 6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
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C. Project Organization Structure

C.1 Investment Loan

Asian Development Bank —

A

Ministry of Finance Project agreement

' :

Inner Mongolia Autonomous Region Government |«

Project leading group
(PLG)

Executing Agency
A

e Procurement Agency
DT— e Project implementation
consultants (PIC)

Project Management Office under the IDRC
(IPMO)

l A
Project Municipal Government 2 Local PLG

Implementing Agencies

i ;

PMOs under local governments

¢ :

Project Implementing Entities (PIEs) ®

Y

Contractors, Suppliers and Service Providers e

— Project Agreement
—— Coordination and/or administration
------------------ » Reporting

—» Guidance

*including public and private entities, jointly called PIEs.
a Including Baotou Municipal Government and Erenhot Municipal Government under Tranche 1.
b Including state-owned enterprises (SOE) and privately owned enterprise (POE), jointly called PIEs. Under Tranche 1,
PIEs are Yixin (SOE), Songbuer (SOE) and Xiaoweiyang (POE).
IDRC = Inner Mongolia Autonomous Region Development and Reform Commission, IMAR = Inner Mongolia
Autonomous Region, IPMO = Inner Mongolia Autonomous Region Project Management Office.
Source: Asian Development Bank.
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C.2 Financial intermediation loan

Asian Development Bank

A

Ministry of Finance Project agreement
A

y

Inner Mongolia Autonomous Region Government [« (PIJEJGe)Ct leading group
Executing Agency
A
Project Management Office under the IDRC P e Project implementation
(IPMO) consultants (PIC)

Financial Intermediaries

Implementing Agencies

Small and Medium-sized Enterprises

—» Project Agreement

— Coordination and/or administration
------------------ » Reporting

—» Guidance

aBank of Inner Mongolia and any other banks to be selected as financial intermediaries under Tranche 1.

IDRC = Inner Mongolia Autonomous Region Development and Reform Commission, IMAR = Inner Mongolia
Autonomous Region, IPMO = Inner Mongolia Autonomous Region Project Management Office.

Source: Asian Development Bank.
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V. COSTS AND FINANCING
A. Cost Estimates Preparation and Revisions

6. The program investment costs include goods, works, and consulting services to support
the sustainable infrastructure and health services for cross-border connectivity, improve local
people’s living conditions, including ecological environment and medical services, and equipment
and materials as well as capacity building and training. Furthermore, the program will provide
subloans to qualified SMEs through eligible Flis.

7. Preparation. The cost estimates were prepared jointly by the design institutes, IPMO,
Erenhot Municipal Project Management Office (EPMO), Baotou Municipal Project Management
Office (BPMO), Damaoqi County Project Management Office (DPMO), PIEs, Fls and ADB with
assistance from the transaction technical assistance (TRTA) consultants. The sources and basis
for cost estimates were reviewed during the program preparation and had been confirmed by
relevant parties. The process was facilitated by a model in excel software which enabled easy
updating or revision, if necessary. The model is maintained by both IPMO and ADB.

8. Revisions. Revision of cost estimates will be conducted when deemed necessary during
implementation. The IPMO will be responsible for proposing and drafting the revision which will
be subject to ADB’s approval.

B. Key Assumptions
9. The following key assumptions underpin the cost estimates and financing plan:

0] Exchange rate: $1.00 = CNY6.9196, €1 = 8.1568 (as of 25 August 2020).
(i) Price contingencies based on expected cumulative inflation over the
implementation period are as follows:

Table 4: Escalation Rates for Price Contingency Calculation
Iltem 2019 2020 2021 2022 2023 2024 2025 Average
Foreign rate of price inflation 15% 15% 16% 16% 16% 1.6% 1.6% 1.57%
Domestic rate of price inflation 19% 18% 2.0% 21% 21% 21% 2.1% 2.01%
Source: Asian Development Bank estimates.

C. Summary Cost Estimates and Financing Plan

10. The Investment Program is estimated to cost €753.62 million, including physical and price
contingencies, interest and other charges during the implementation, for all three tranches (Table
5).

Table 5: Investment Plan for the Investment Program

(€ million)
Iltem Amount @
A. Base Cost®
1. Sustainable infrastructure for cross-border connectivity and health services improved 377.74
2. Ecological environment in key border towns improved 111.21
3. Income-generating opportunities expanded 156.95
Cross-border cooperation mechanisms, technical project management and
4, T ;
institutional capacity strengthened 6.27
Subtotal (A) 652.16

B. Contingencies ° 97.39
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Item Amount @
C. Financing Charges During Implementation 9 4.06
Total (A+B+C) 753.62

2 Includes taxes and duties of about €47.98 million for the entire multitranche financing facility to be financed from
domestic government resources and ADB loan resources. Such amount does not represent an excessive share of
the project cost. ADB will finance taxes and duties of €36.82 million, The government will finance taxes and duties
of €11.16 million, which will be provided in cash contribution.

b In mid-2019 prices.

¢ Physical contingencies computed at 8% of base cost excluding initial working capital. Price contingencies computed
at 1.5% for 2019, 1.5% for 2020, and 1.6% for 2021 and thereafter on foreign exchange costs, and 1.9% for 2019,
1.8% for 2020, 2.0% for 2021, and 2.1% for 2022 and thereafter on local currency. Contingencies include provision
for potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate.

4 Includes interest, commitment charges and any other financing charges for all sources of financing. Interest during
implementation for the ordinary capital resources loan has been computed at the EURIBOR-based 7-year United
States dollar fixed swap rate corresponding to the implementation period plus an effective contractual spread of 0.5%
and an average loan maturity premium of 0.1%. Commitment charges for the ordinary capital resources loans are
0.15% per year to be charged on the undisbursed loan amount.

Source: Asian Development Bank estimates.

11. The government has requested an MFF denominated in euros of up to €356,295,000
(equivalent to $420,000,000) from ADB’s ordinary capital resources to help finance the investment
program. The MFF consists of three tranches, subject to the government’s submission of related
periodic financing requests, execution of the related loan and project agreements for each
tranche, and fulfillment of terms and conditions and undertakings set forth in the framework
financing agreement. The first tranche of €166,525,000 million of the MFF will comprise two loans:
() an investment loan amount of €149,559,000 million with a 25-year term, including a grace
period of 6 years; and (ii) an financial intermediation modality loan of €16,966,000 (equivalent to
$20 million) with an 18-year term with bullet repayment method. The FIL funding will revolve.
Loans from the Government of IMAR to the financial intermediarties will have 6-year term, while
subloans to SMEs are typically 1-2 years. Interest and other charges during construction will not
be capitalized. Loan proceeds will have (i) a custom-tailored repayment method, (ii) an annual
interest rate determined in accordance with ADB’s London interbank offered rate (LIBOR)-based
lending facility, (ii) a commitment charge of 0.15% per year; (iv) an average maturity of 15.98
years and an average loan maturity premium of 0.1%; and (v) such other terms and conditions
set forth in the draft loan and project agreements. The ADB loan will finance 47.28% of the
program costs, including civil works, goods and taxes and duties for eligible ADB-financed
expenditures. The Government of IMAR will make counterpart funds available for physical and
price contingencies, and financing charges during implementation. The financing plan of the
Investment Program is in Table 6 and ADB financing for the Investment program is in Table 7.

Table 6: Summary Financing Plan of the Investment Program (€ million)

Source Tranches 1, 2 and 3 (estimated year of PFR submission) Share of Total
T1 (2020) T2 (2022) T3 (2024) MFF (%)
Asian Development Bank
Ordinary capital
resources 166.53 100.44 89.33 356.29 47.28
Government 115.35 85.60 97.18 298.13 39.56
Others? 63.27 35.93 0.00 99.20 13.16
Total 345.14 221.97 186.51 753.62 100.00

MFF = multi-tranche financing facility, PFR = periodic financing request.

a8 Resources reflecting contributions by participating financial intermediaries (€57.04 million) and privately owned
enterprise (€42.16 million).

Source: Asian Development Bank estimates.
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Table 7: ADB Financing for the Investment Program

(€ million)
Tranche Share of
Sources Tranche 1 Tranche 2 3 Total Total (%)

1. Sustainable infrastructure for
cross-border connectivity and 100.28 64.99 39.67 204.94 57.5
health services improved

2. Ecological environment in key

: 13.65 8.70 42.91 65.26 18.3
border towns improved
3. Income-generating opportunities 50.90 2500 4.99 80.89 297
expanded
4. Cross-border cooperation
mechanisms, technical project 1.70 175 175 520 15

management, and institutional
capacity strengthened
Total 166.53 100.44 89.32 356.29 100.0

Note: Numbers may not sum precisely because of rounding.
Source: Asian Development Bank estimates.
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D. Detailed Cost Estimates by Expenditure Category

Table 8: Detailed Cost Estimates by Expenditure Category — Tranche 1

(€ million)
e — CNY Million . € Million % of Total
gn Local Total Foreign Local Total  Base Cost
Exchange Currency Cost Exchange Currency Cost
A. Investment Costs
1. Civil Works 314.393 943.178 1257.571 38.544 115.631 154.174 51.1%
Financed by ADB 241.675 725.026 966.702 29.629 88.886  118.514 39.3%
Non-ADB Financed 72.717 218.152 290.869 8.915 26.745 35.660 11.8%
2. Goods (Equipment & Materials) 212.647 53.162  265.808 26.070 6.517 32.587 10.8%
Financed by ADB 135.678 33.919  169.597 16.634 4.158 20.792 6.9%
Non-ADB Financed 76.969 19.242 96.211 9.436 2.359 11.795 3.9%
3. Stud Sheep Breeding Program 118.36 29.59 147.96 14.51 3.63 18.14 6.0%
4. Powerty Alleviation Program 0.00 100.00 100.00 0.00 12.26 12.26 4.1%
5. FIL-SME Financing 221.43 55.36 276.78 27.15 6.79 33.93 11.2%
Financed by ADB 110.71 27.68 138.39 13.57 3.39 16.97 5.6%
Non-ADB Financed 110.71 27.68 138.39 13.57 3.39 16.97 5.6%
6. Capacity Building 13.84 8.65 22.48 1.70 1.06 2.76 0.9%
Financed by ADB 13.84 0.00 13.84 1.70 0.00 1.70 0.6%
Non-ADB Financed 0.00 8.65 8.65 0.00 1.06 1.06 0.4%
7. Land Acquisition and Resettlement 0.00 78.81 78.81 0.00 9.66 9.66 3.2%
8. Project Management Fee 0.00 207.76 207.76 0.00 25.47 25.47 8.4%
9. Working Capital 0.00 104.85 104.85 0.00 12.85 12.85 4.3%
Total Base Cost (A) 880.67 1,581.36 2,462.03 107.97 193.87 301.84 100.0%
B. Contingencies
1. Physical Contingency 70.45 118.12 188.57 8.64 14.48 23.12 7.7%
2. Price Contingency 39.79 108.86 148.65 4.88 13.35 18.22 6.0%
Sub-total (B) 110.24 226.98 337.22 13.52 27.83 41.34 13.7%
C. Financing Charges During
Implementation
1. Interest During Implementation 11.74 0.00 11.74 1.44 0.00 1.44 0.5%
2. Commitment Charges 4.26 0.00 4.26 0.52 0.00 0.52 0.2%
Sub-total (C) 16.00 0.00 16.00 1.96 0.00 1.96 0.6%
Total Project Cost (A+B+C) 1,006.91 1,808.34 2,815.25 123.44 221.70 345.14 114.3%

ADB = Asian Development Bank, FIL = financial intermediation loan, SME = small- and medium-sized enterprise.
Note: Numbers may not sum precisely because of rounding.
Source: Asian Development Bank estimates.
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E. Allocation and Withdrawal of Investment Loan Proceeds
Table 9: Allocation and Withdrawal of Loan Proceeds-Tranche 1
Total Amount Percentage and Basis for
Category Allocated for ADB Withdrawal from Loan
No. Financing (€) Account
Civil Works, Goods, Stud Sheep
i 0,

1 Breedmg Program, Poverty. 149,559,000 Up t0'100A) of total
Alleviation Program, Capacity expenditure claimed?
Building, Training and Workshops®

0 :
2 Componente 16,966,000 100% of total expenditures
claimed
Total 166,525,000

a Detailed category allocations and disbursement percentages to be used during disbursement are indicated in Table
10 of the FAM or otherwise agreed between the Borrower and ADB.

b Subject to the condition for withdrawal described in paragraph 6 of Schedule 3 of the Loan Agreement for the
purpose of the Xiaoweiyang subproject.

¢ Subject to the condition for withdrawal described in paragraph 7 of Schedule 3 of the Loan Agreement.
Source: Asian Development Bank estimates.

Table 10: Detail Allocation and Withdrawal of Loan Proceeds-Tranche 12

Total Amount Allocated for

Percentage and Basis for
Withdrawal from the Loan

Iltem ADB Financing (€) Account
Category Subcategory
1. Civil Works 96,672,000
1A Erenhot 57,197,000 87% of total expenditures claimed
1B Mandula Port 37,580,000 76% of total expenditures claimed
1C Xiaoweiyang? 1,895,000 62% of total expenditures claimed
2. Goods, Stud Sheep
Breeding Program,
Poverty AIIeV|at|_on 52,887,000
Program, Capacity
Building, Training and
Workshops
100% of total expenditures
2A Erenhot 19,153,000 claimed
100% of total expenditures
2B Xiaoweiyang? 1,639,000 claimed
. 100% of total expenditures
2C Stud Sheep Breeding? 18,139,000 claimed
2D Poverty Alleviation 100% of total expenditures
Programa 12,259,000 claimed
2E Capacity Building, 100% of total expenditures
Training and Workshops 1,697,000 claimed
3. FIL Component 16,966,000 100% of total expenditures
claimed
Total 166,525,000

FIL= financial intermediation loan, SME = small and medium-sized enterprise.

a Subject to the condition for withdrawal described in paragraph 6 of Schedule 3 of the Loan Agreement.
b Subject to the condition for withdrawal described in paragraph 7 of Schedule 3 of the Loan Agreement.
Source: Asian Development Bank estimates.
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F. Detailed Cost Estimates by Financier

Table 11: Detailed Cost Estimates by Financier — Tranche 1

(€ million)
ADB Government Privately owned Fls
Taxes and
Iltem Total Cost % of Cost % of Cost % of Cost % of Cost -
Amount Amount Amount Amount duties
Category Category Category Category
A. Investment Costs
1. Civil Works 154.17 96.67 62.7% 43.39 28.1% 14.11 9.15% 12.73
1.1 Erenhot 88.71 57.20 64.5% 31.51 35.5% 7.32
Financed by ADB 66.00 57.20 86.7% 8.81 13.3% 5.45
Non-ADB Financed 22.71 - - 22.71 100.0% 1.88
1.2 Mandoula 49.46 37.58 76.0% 11.87 24.0% 4.08
Financed by ADB 49.46 37.58 76.0% 11.87 24.0% 4.08
Non-ADB Financed 0.00
1.3 Xiaoweiyang 16.01 1.89 11.8% 14.11 88.2% 1.32
Financed by ADB 3.06 1.89 62.0% 1.16 38.0% 0.25
Non-ADB Financed 12.95 - - 12.95 100.0% 1.07
2. Goods (Equipment & Materials) 32.59 20.79 63.8% 11.80 126.1% - - 3.75
2.1 Erenhot 25.92 19.15 73.9% 6.77 26.1% - 2.98
Financed by ADB 19.15 19.15 100.0% - - - 2.20
Non-ADB Financed 6.77 - - 6.77 100.0% - 0.78
2.2 Mandoula 5.02 - - 5.02 100.0% - 0.58
Financed by ADB 0.00
Non-ADB Financed 5.02 - - 5.02 100.0% - 0.58
2.3 Xiaoweiyang 1.64 1.64 100.0% - - - - 0.19
Financed by ADB 1.64 1.64 100.0% - - 0.19
Non-ADB Financed 0.00
3. Stud Sheep Breeding Program 18.14 18.14 100.0% - - 1.03
4. Powerty Alleviation Program 12.26 12.26 100.0% - - 0.69
5. FIL-SME Financing 33.93 16.97 50.0% 16.97 50.0% 0.99
Financed by ADB 16.97 16.97 100.0% 0.49
Non-ADB Financed 16.97 - - 16.97 100.0% 0.49
6. Capacity Building 2.76 1.70 61.6% 1.06 38.4% 0.08
Financed by ADB 1.70 1.70 100.0% - - 0.05
Non-ADB Financed 1.06 1.06 100.0% - - 0.03
7. Land Acquisition and Resettlement 9.66 - - 7.30 75.5% 2.37 24.5% - - 0.28
8. Project Management Fee 25.47 - - 23.09 90.6% 2.38 9.4% - - 0.74
9. Working Capital 12.85 - - - - 12.85 100.0% - - 0.37
Total Base Cost (A) 301.84 166.53 55.2% 85.57 28.3% 32.78 10.9% 16.97 5.6% 20.67
B. Contingencies
1. Physical Contingency 23.12 - - 16.05 69.4% 4.34 18.8% 2.73 11.8%
2. Price Contingency 18.22 12.40 68.0% 4.63 25.4% 1.19 6.6%
Sub-total (B) 41.34 - 28.45 68.8% 8.97 21.7% 3.92 18.4%
C. Financing Charges During
Implementation
1. Interest During Implementation 1.44 0.93 64.3% 0.32 22.2% 0.19 13.5%
2. Commitment Charges 0.52 0.40 76.8% 0.09 18.0% 0.03 5.2%
Sub-total (C) 1.96 1.33 67.6% 0.41 21.0% 0.22 11.3%
Total Project Cost (A+B+C) 345.14 166.53 48.2% 115.35 33.4% 42.16 12.2% 21.11 6.1%
% of Total Project Cost 100.00% 48.25% 33.42% 12.21% 6.12% 20.67

ADB = Asian Development Bank, FIL= financial intermediation loan, SME = small and medium-sized enterprise.
Note: Numbers may not sum precisely because of rounding.
Source: Asian Development Bank estimates.



G. Detailed Cost Estimates by Outputs

Table 12: Detailed Cost Estimates by Outputs — Tranche 1

(€ million)
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Output 1: Sustainable Qutput 2: Ecological

Output 3: Income-

Output 4: Cross-border
cooperation mechanism,

infrastructure for cross- environment in key generating technical project
{tem Total border connectivity and border towns opportunities management and
Cost health services improved improved expanded institutional capacity
strengthened
% of Cost % of Cost % of Cost % of Cost
Amount Amount Amount Amount
Category Category Category Category
A. Investment Costs
1. Civil Works 154.17 126.76 82.2% 11.41 7.4% 16.01 10.4%
2. Goods (Equipment &
Materials) 32.59 30.95 95.0% 0.00 0.0% 1.64 5.0%
3. Stud Sheep Breeding
Program 18.14 18.14 100.0%
4. Poveryty Alleviation
Program 12.26 12.26 100.0%
5. FIL-SME Financing 33.93 33.93 100.0%
6. Capacity Building 2.76 - 0.0% 2.76 100.00%
7. Land Acquisition and
Resettlement 9.66 4.77 49.4% 2.52 26.1% 2.37 24.5%
8. Project Management Fee 25.47 21.42 84.1% 1.67 6.6% 2.38 9.4%
9. Working Capital 12.85 0.00 0.0% 0.00 0.0% 12.85 100.0%
Total Base Cost (A) 301.84 183.90 60.9% 15.60 5.2% 99.58 33.0% 2.76 0.91%
B. Contingencies
1. Physical Contingency 23.12 14.80 64.0% 1.26 5.4% 7.06 30.6%
2. Price Contingency 18.22 10.84 59.5% 1.56 8.6% 5.82 32.0%
Sub-total (B) 41.34 25.64 62.0% 2.81 6.8% 12.89 31.2%
C. Financing Charges
During Implementation
1. Interest During
Implementation 1.44 0.91 62.9% 0.02 1.4% 0.51 35.7%
2. Commitment Charges 0.52 0.35 67.3% 0.05 9.5% 0.12 23.2%
Sub-total (C) 1.96 1.26 64.1% 0.07 3.6% 0.63 32.4%
Total Project Cost (A+B+C) 345.14 210.79 61.1% 18.48 5.36% 113.11 32.8% 2.76 0.80%

ADB = Asian Development Bank, FIL= financial intermediation loan, SME = small and medium-sized enterprise.
Note: Numbers may not sum precisely because of rounding.
Source: Asian Development Bank estimates.
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H. Detailed Cost Estimates by Year

Table 13: Detailed Cost Estimates by Year — Tranche 1

(€ million)
Item Total Cost 2021 2022 2023 2024 2025 2026
A. Investment Costs
1. Civil Works 154.17 13.85 27.98 43.80 34.39 23.29 10.86
2. Goods (Equipment & Materials) 32.59 - 24.17 3.39 5.02 - -
3. Stud Sheep Breeding Program 18.14 - 9.62 8.52 - - -
4, Poweryty Alleviation Program 12.26 - 4.90 3.68 3.68 - -
5. FIL-SME Financing 33.93 6.79 20.36 6.79 - - -
6. Capacity Building 2.76 0.69 0.96 0.46 0.33 0.17 0.15
7. Land Acquisition and Resettlement 9.66 7.15 2.51 - - - -
8. Project Management Fee 25.47 5.09 5.77 5.22 3.97 2.87 2.55
9. Working Capital 12.85 - - - 5.14 5.14 2.57
Total Base Cost (A) 301.84 33.58 96.28 71.85 52.54 31.47 16.13
B. Contingencies
1. Physical Contingency 23.12 2.69 7.70 5.75 3.79 2.11 1.08
2. Price Contingency 18.22 0.64 3.54 4.25 4.34 3.35 2.10
Sub-total (B) 41.34 3.32 11.25 10.00 8.14 5.45 3.19
C. Financing Charges During
Implementation
1. Interest During Implementation 1.44 0.00 0.09 0.23 0.33 0.38 0.41
2. Commitment Charges 0.52 0.12 0.20 0.11 0.06 0.02 0.01
Sub-total (C) 1.96 0.13 0.28 0.34 0.38 0.41 0.42
Total Project Cost (A+B+C) 345.14 37.03 107.81 82.19 61.06 37.33 19.73

ADB = Asian Development Bank, FIL= financial intermediation loan, SME = small and medium-sized enterprise.

Note: Numbers may not sum precisely because of rounding.

Source: Asian Development Bank estimates.
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l. Contract and Disbursement S-Curve

Table 14: Contract Awards and Disbursements -Tranche 1

(€ million)
Year Projected Contract Awards Projected Disbursement
Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total
2021 0.00 0.00 0.07 4.89 4.96 0.00 0.00 0.01 0.49 0.50
2022 11.69 9.00 19.50 13.94 54.13 4.24 2.95 3.04 4.28 14.52
2023 15.40 16.34 15.14 4.48 51.35 5.01 5.56 6.16 7.91 24.63
2024 16.73 2.97 2.97 3.14 25.81 8.59 8.71 9.56 8.15 35.01
2025 8.90 6.10 4.40 4.40 23.80 8.58 9.99 9.56 9.76 37.88
2026 6.48 0.00 0.00 0.00 6.48 9.97 10.15 33.87 0.00 53.99
Total 59.27 34.41 42.00 30.84 166.53 36.38 37.36 62.19 30.59 166.53
Q = quarter.

Source: Asian Development Bank estimates.
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J. Fund Flow Diagram

J.1 Investment Loan

Asian Development Bank
Lending to PRC:
Loan Agreement

(ADB)
LIBOR-based rate, 25 years with 6- .

year grace period | |

People’s Republic of China
(Ministry of Finance)

Relending to IMARG:
Relending Agreement |
LIBOR-based rate, 25 years with 6- .
year grace period |

\d [
Inner Mongolia Autonomous Region Government
(Department of Finance)

| |

A !

Baotou Municipal Government
(Municipal Bureau of Finance)

proo
|| ||

An advance account
will be established and
maintained by IDOF

Relending to BMG and EMG:
Relending Agreement
LIBOR-based rate, 25 years with 6-
year grace period

: . Direct payment
(I
| l
Erenhot Municipal Government
(Municipal Bureau of Finance)

J

Relending Agreement
LIBOR-based rate, 25 years
with 6-year grace period

Onlending Agreement

Qingshan District
Government
(Qingshan District
Bureau of Finance)

Daomaogi County |

Government
(Daomaogi County
Bureau of Finance)

LIBOR-based rate, 25 years

B

with 6-year grace period l + * 5 5 l + 5 5 |
R | | A : v
An separate account will be . . .
established exclusively for Xiaoweiyang Songbuer Yixin
the Project ; + - * —
LV v LA A | Yy Vv

Contractors, Suppliers, Service providers

_> Loan, Relending and on-lending arrangements
------ P Indicative ADB loan fund flow
—> Indicative counterpart funds flow

— - —p» Repayments

—_— _> Flow of Invoices or withdrawal applications and reimbursement requests

BMG = Baotou Municipal Government, DCG = Damaogi County Government, EMG = Erenhot Municipal Government,
IDOF = Inner Mongolia Autonomous Region Department of Finance, LIBOR = London interbank offered rate, POE =
Privately owned enterprise, PRC = the People’s Republic of China, QDG = Qingshan District Government, Songbuer
= Damaoqi Pine Boolean Property Service Co.,Ltd, Xiaoweiyang = Inner Mongolia Xiao Wei Yang Stock Raising
Sciences and Technologies Co., Ltd, Yixin = Erenhot Yixin Urban & Rural Development and Construction and Asset
Management Co., Ltd.

* ADB Funds from the Advance Account to/through the BMG and EMG are through reimbursement.

Source: Asian Development Bank.
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J.2 Financial intermediation loan

Lending to PRC:
Loan Agreement

LIBOR-based rate, 18 years
with bullet repayment

Relending to IMARG:
Relending Agreement
LIBOR-based rate, 18 years
with bullet repayment

L

Asian Development Bank
(ADB)

ot

People’s Republic of China
(Ministry of Finance)

Yoo

will be established and
maintained by IDOF

An advance account Inner Mongolia Autonomous Region Government

(Department of Finance)

Relending to Fls:
Relending Agreement

LIBOR-based rate plus
margin (0-2%), 6 years with
bullet repayment

t
| |

-ff-------eoeee-

A separate ledger
account will be
established and

Financial Intermediaries (FIs)

maintained by each FI

Subloan Agreement
Market-based rate, 1-3
years loan terms

I

i
I

Authorized
payment

- ---e-eoeee-

Small and Medium-sized Enterprises (SMEs)

<.......
4......

Contractors, Suppliers, Service providers

—> Loan, Relending and on-lending arrangements

------ P Indicative ADB loan fund flow

— . —Jp» Repayments

—_— _> Flow of Invoices or withdrawal applications and reimbursement requests

L Indicative Project Agreementand REA Management Agreement flow

ADB = Asian Development Bank, FIs = financial intermediaries, IDOF = Inner Mongolia Autonomous Region
Department of Finance, LIBOR = London interbank offered rate, PRC = the People’s Republic of China.
2 The loan will be renewed after the repayment and the interest rate margin can be adjusted based on the performance

of the FIs and market interest rate.

* ADB Funds from the advance account to Fls are based on the signed of subloan agreements.

Source: Asian Development Bank.
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V. FINANCIAL MANAGEMENT
A. Financial Management Assessment

12. The financial management assessment (FMA) was conducted in accordance with ADB’s
Guidelines for the Financial Management and Analysis of Projects and the Financial Due
Diligence: A Methodology Note. The FMA considered the capacity of the executing agency - the
government of IMAR, the implementing agencies for Tranche 1 — Erenhot Municipal Government
(EMG), Baotou Municipal Government (BMG), and Fls, and three PIEs, including two state owned
enterprise (SOE) and one privately owned enterprise (POE). The assessment covered funds-flow
arrangements, staffing, accounting and financial reporting systems, financial information systems,
and internal and external auditing arrangements.

13. Executing agency. On behalf of the government of IMAR, the IDOF is responsible for the
financial management and supervision of the whole program. It has implemented a nhumber of
foreign-funded projects, including ADB projects, in recent years. IDOF has accumulated sufficient
knowledge and experience in ADB policies and procedures, particularly on the management of
advance accounts and processing of loan disbursements. The key staff at IDOF remain
unchanged in recent years, and there has been no significant change in the policies and
procedures on the side of the Government since the implementation of the Budget Law in 2015.
It has been assessed as capable of undertaking the required financial supervision. IMAR has the
capacity to manage the advanced account.

14. Implementing agencies. BMG and EMG, and selected FIs, namely Bank of Inner
Mongolia (BOIM), and other Fls to be selected during the project implementation if any. Baotou
Municipal BOF (BBOF) and Erenhot Municipal BOF (EBOF) will be responsible for the financial
management and supervision of the respective subprojects, on the behalf of BMG and EMG
respectively. IDOF will share financial management experience with BBOF and EBOF. BOIM has
a sound financial management foundation.

15. Project implementing entities. The PIEs for Tranche 1 are (i) Erenhot Yixin Urban &
Rural Development and Construction and Asset Management Co., Ltd (SOE) (Yixin), (ii) Damaoqi
Pine Boolean Property Service Co.,Ltd (SOE) (Songbuer), and (iii) Inner Mongolia Xiao Wei Yang
Stock Raising Sciences and Technologies Co., Ltd (POE) (Xiaoweiyang). Based on the
assessment, Yixin and Xiaoweiyang have sound financial management but Songbuer is currently
rather weak in financial management.

16. The assessment identified the main financial management risks as: (i) implementation risk
— implementing agencies and PIEs lack of familiarity with ADB disbursement procedures and
requirements, lack of the key financial accountant, financial management rules and regulations
and budget management system, which could delay the project implementation, (ii) compliance
risk - implementing agencies and PIEs lack of familiarity with ADB financial management
requirements, particularly relating to accounting, reporting, and auditing, which may delay project
reporting and the identification of issues on the use of loan proceeds, and (iii) financing risk —
delays in provision of or inadequate counterpart funding which could delay project
implementation, and (iv) foreign exchange and interest rate risks. Implementing agencies and
PIEs lack of experience in managing foreign capital might increase the financial burden due to
the potential depreciation of the CNY and the increase in interest rate.

17. The existing financial management arrangements for executing agency and implementing
agencies indicate that they have adequate capacity to administer the proposed program having
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previously demonstrated the capacity to administer the statement of expenditure procedure. IDOF
will be accountable and responsible for the proper use of advances to advance account. The PIEs
shall maintain a special bank account where ADB loan proceeds and counterpart funds will be
channeled. The PIEs will enhance their capabilites by undertaking training on ADB’s
disbursement policies and procedures. The overall financial management risk-rating of the
program, before and after considering mitigating measures is substantial. The identified financial
management risks will be closely monitored during program implementation. The financial
management action plan is as follows: The executing agency, the implementing agencies and
PIEs have agreed to implement an action plan as key measures to address the deficiencies. The
financial management action plan is provided in Table 15.

Table 15: Financial Management Action Plan
No. Action Responsibility Timing
Investment Loan
1. Training on ADB financial management
requirements and procedures, including loan IDOE. IPMO. I1As 1 month before loan
disbursement, accounting and reporting, ' ' ' effectiveness and any

auditing, and foreign exchange risk ADB other time as needed
management

2 Development of financial management IDOF, IPMO, IAs  Before loan effectiveness
manuals

3. IAs and PIEs prepare/refine the written job
descriptions for their financial staff involved in IPMO, IAs, PIEs Before loan effectiveness
the project implementation

4, Incorporating project annual investment and
financial plan into the IAs’ annual budgeting I1As During budget preparation
plan

5. Recruit a qualified accountant Songbuer No Ia@er than Joan

effectiveness

Financial intermediation modality loan

6. Training on ADB financial management
requirements and procedures, including loan 1 month before loan

IDOF, IPMO, Fls,

disbursement, accounting and reporting, effectiveness and any

auditing, and foreign exchange risk ADB other time as needed
management
£ qu\lgilglp')sment of financial management IDOF, IPMO, Fls  Before loan effectiveness

ADB = Asian Development Bank, FI = financial intermediaries, 1As = implementing agencies, IDOF = Inner Mongolia
Autonomous Region Department of Finance, IPMO = Inner Mongolia Autonomous Region Project Management Office,
PIEs = project implementing entities, Songbuer = Damaogi Pine Boolean Property Service Co., Ltd.

Source: Asian Development Bank.

B. Disbursement

1. Disbursement Arrangements for ADB Funds
18. The loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement
Handbook (2017, as amended from time to time),®> and detailed arrangements agreed upon

between the government and ADB. Online training for project staff on disbursement policies and
procedures is available.® Project staff are encouraged to avail of this training to help ensure

5 The handbook is available electronically from the ADB website https://www.adb.org/documents/loan-disbursement-
handbook.
6 Disbursement eLearning. http://wpqr4.adb.org/disbursement_elearning
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efficient disbursement and fiduciary control.

19. PIEs and FlIs will prepare withdrawal applications and submit them to ADB through IDOF.
At the end of each year, IPMO will prepare realistic projections of contract awards and
disbursements for the following year and submit to ADB.

20. Advance fund procedure. On behalf of the Government of IMAR, IDOF will establish an
exclusive advance account promptly after loan effectiveness at a commercial bank, for Tranche
1. The currency of this advance account is the Euro (€). The advance account is to be used
exclusively for ADB’s share of eligible expenditures. The IDOF, who administers the advance
account is accountable and responsible for proper use of advances to the advance account.

21. The total outstanding advance to the advance account should not exceed the estimate of
ADB’s share of expenditures to be paid through the advance account for the forthcoming 6
months. The executing agency, through IDOF, may request for initial and additional advances to
the advance account based on an Estimate of Expenditure Sheet’ setting out the estimated
expenditures to be financed through the account for the forthcoming 6 months. Supporting
documents should be submitted to ADB or retained by the IDOF and/or PIEs and Fls in
accordance with ADB’s Loan Disbursement Handbook (2017, as amended from time to time)
when liquidating or replenishing the advance account.

22. Statement of expenditure procedure.® For both loans (Investment Loan and financial
intermediation loan), the SOE procedure may be used for reimbursement of eligible expenditures
or liguidation of advances to the advance account. Supporting documents and records for the
expenditures claimed under the SOE should be maintained and made readily available for review
by ADB's disbursement and review missions, upon ADB's request for submission of supporting
documents on a sampling basis, and for independent audit.

23. For the ADB loan proceeds that will be onlent via the Fls to qualified SMESs, a separate Fl
Ledger Account (FIA) will be established and managed by each Fl. The loan proceeds will be
transferred from the advance account to the FIAs exclusively for all transactions related to the
program and administration of the FIL, based on signed subloan agreements. Fls will disburse
the loan proceeds in an amount as indicated in the signed subloan agreement to eligible SMEs
within 3 days of receipt of ADB loan proceeds from IDOF. IDOF will make the loan proceeds
available to FlIs, under the terms and conditions of the Onlending Agreement, for further onlending
to selected qualified SMEs (subborrowers) through subloan agreements among FIs and the
qualified subborrowers. Considering the IDOF’s administration of attaching voluminous
documentation for numerous and small amounts of subloans to withdrawal applications, the
statement of expenditure (SOE) for financial intermediation modality loan will be used. The SOE
ceiling under the FIL is set at the free limit of the SME loans, i.e., CNY 15 million. If an individual
loan size exceeds the SOE ceiling, full supporting documents (i.e. subloan agreement, evidence
of payment, etc.) should be submitted to ADB along with the withdrawal applications.

24. Before the submission of the first withdrawal application, the borrower should submit to
ADB sulfficient evidence of the authority of the person(s) who will sign the withdrawal applications
on behalf of the Government of IMAR, together with the authenticated specimen signatures of

7 Estimate of Expenditure sheet is available in Appendix 8A of ADB’s Loan Disbursement Handbook (2017, as amended
from time to time).

8 SOE forms are available in Appendix 7B and 7D of ADB’s Loan Disbursement Handbook (2017, as amended from
time to time).
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each authorized person. The minimum value per withdrawal application is stipulated in the Loan
Disbursement Handbook (2017, as amended from time to time). Individual payments below such
amount should be paid (i) by the executing agency and subsequently claimed to ADB through
reimbursement, or (ii) through the advance fund procedure unless otherwise accepted by ADB.
The borrower should ensure sufficient category and contract balances before requesting
disbursements. Use of ADB’s Client Portal for Disbursements (CPD)° system is encouraged for
submission of withdrawal applications to ADB.

2. Disbursement Arrangements for Counterpart Fund

25. For Yixin and Songbuer, they will request budgetary allocations for counterpart funds from
EBOF and Damogi County Bureau of Finance (DBOF), respectively. Disbursement will flow
through the treasury payment system to a special account established and maintained by the two
PIEs respectively. For Xiaoweiyang, it will be responsible for its counterpart funds and will pay its
civil work contractors, goods suppliers and service providers using their normal payment
procedures. Counterpart funds will be fully segregated from ADB funds.

26. Xiaoweiyang is committed to making their contributions to the local poverty alleviation and
continuously implementing the PAP. Xiaoweiyang is committed to allocate CNY 80 per sheep
from each sheep it purchases under the PAP to a special poverty alleviation account to further
strengthen the risk control, capacity building and technical knowledge extension to local
communities. This special account will be opened in the local commercial bank (Xiaoweiyang
should acquire no objections from the Government of IMAR) and managed jointly by the
Government of IMAR and Xiaoweiyang. Funds in this special account can be used for (i) covering
any defaults that may happen in the PAP; (ii) covering any costs of training and capacity building
to local communities (including project-related and non-related households and cooperatives); (iii)
purchasing more ewes for poor households, either for those who signed the agreement or other
poor households, to amplify the impact; and (iv) any other expenditures as agreed between the
Government of IMAR, ADB and Xiaoweiyang. The use of such funds will be reported through
semiannual project progress reports, and submitted to ADB through the Government of IMAR.

27. For the financial intermediation loan, the selected Fls will provide matching counterpart
financing for subloans to qualified SME subborrowers amount in $10 million in Euro equivalent of
each FI. For counterpart funds of Fls, Fls will use their own resources to make subloans in parallel
to ADB’s loan disbursement, applying the same requirements and eligibility. For each calendar
year, FIs need to provide detailed information on these subloans for the Government of IMAR and
ADB’s review.

28. The Government of IMAR, through IDOF, will establish an interest rate differential account
(IDA) at a commercial bank promptly after loan effectiveness to receive the interest payment and
loan proceeds repayment from FIs. The IDA will be principally funded from the interest rate
differential between ADB loan to the Government of IMAR and the Government of IMAR loan to
Fls as well as the reflow of the principal amount. The accrued interest rate differential will be used
to (i) support guarantee fee for SME subborrowers, (i) cover any cost related to currency
exchange risk management of the loan; (ii) function as loan loss reserve; (iii) cover any costs of
capacity building activities under the Investment Program; (iv) project management related costs;
and (v) any other expenditures as agreed between the Government of IMAR and ADB. the
Government of IMAR, through IDOF, will develop guidelines, in a manner and substance

9 The CPD facilitates online submission of WA to ADB, resulting in faster disbursement. The forms to be completed by
the Borrower are available online at https://www.adb.org/documents/client-portal-disbursements-guide.
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acceptable to ADB, for the managing of IDA. No disbursements will be made from the IDA until
these guidelines have been in place and the IDA has been established, maintained, replenished
and liquidated for supporting the Investment Program in accordance with the terms in such
guidelines.

C. Accounting

29. The executing agency, implementing agencies and PIEs will maintain, or cause to be
maintained, separate accounts, books and records by funding source for all expenditures incurred
on the project following Accounting Methods for Projects Financed by the World Bank (reference
No. 2000 [13]).1° Each implementing agency will prepare its annual financial statements for
submission to IPMO. The IPMO will consolidate all annual project accounts and financial
statements for the project in accordance with the government's accounting laws and regulations
which are consistent with international accounting principles and practices. Fls will prepare their
Statement of Utilization of Funds (template in Appendix 11) for the financial intermediation loan
in accordance with the International Financial Reporting Standards.

D. Auditing and Public Disclosure

30. The government will cause individual financial statements to be audited in accordance
with International Standards on Auditing and the national auditing standards by an independent
auditor acceptable to ADB. IPMO will compile individual audited financial statements from each
independent entity, reconciled with ADB The audited project financial statements together with
the auditor’s opinion will be presented in the English language to ADB within 6 months from the
end of the fiscal year by the IPMO.

31. The audited entity financial statements of Fls (including BOIM and other Fls to be selected
during the implementation period if any) and PIEs (Yixin, Songbuer and Xiaoweiyang), together
with the auditor’s report and management letter, will be submitted in the English language to ADB
within 1 month after their approval by the relevant authority.

32. The audit report for the project financial statements will include a management letter and
auditor’s opinions, which cover (i) whether the project financial statements present an accurate
and fair view or are presented fairly, in all material respects, in accordance with the applicable
financial reporting standards; (i) whether the proceeds of the loan were used only for the
purpose(s) of the project; and (iii) whether the borrower or executing agency was in compliance
with the financial covenants contained in the legal agreements (where applicable).

33. Compliance with financial reporting and auditing requirements will be monitored by review
missions and during normal program supervision, and followed up regularly with all concerned,
including the external auditor.

34. The Government of IMAR, IPMO, implementing agencies and PIEs have been made
aware of ADB’s approach to delayed submission, and the requirements for satisfactory and
acceptable quality of the audited project financial statements. 1* ADB reserves the right to require

10 Accounting regulations issued by the Ministry of Finance for all foreign aid-funded projects.
11 ADB’s approach and procedures regarding delayed submission of audited project financial statements:
(i) When audited project financial statements are not received by the due date, ADB will write to the executing
agency advising that (a) the audit documents are overdue; and (b) if they are not received within the next 6
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a change in the auditor (in a manner consistent with the constitution of the borrower), or for
additional support to be provided to the auditor, if the audits required are not conducted in a
manner satisfactory to ADB, or if the audits are substantially delayed. ADB reserves the right to
verify the project's financial accounts to confirm that the share of ADB’s financing is used in
accordance with ADB’s policies and procedures.

35. Public disclosure of the audited project financial statements, including the auditor’s opinion
on the project financial statements, will be guided by ADB’s Access to Information Policy 2018.%2
After the review, ADB will disclose the audited project financial statements and the opinion of the
auditors on the project financial statements no later than 14 days of ADB’s confirmation of their
acceptability by posting them on ADB’s website. The management letter, additional auditor’s
opinions, and audited entity financial statements will not be disclosed.

months, requests for new contract awards and disbursement such as new replenishment of advance accounts,
processing of new reimbursement, and issuance of new commitment letters will not be processed.

(i) When audited project financial statements are not received within 6 months after the due date, ADB will
withhold processing of requests for new contract awards and disbursement such as new replenishment of
advance accounts, processing of new reimbursement, and issuance of new commitment letters. ADB will (a)
inform the executing agency of ADB’s actions; and (b) advise that the loan may be suspended if the audit
documents are not received within the next 6 months.

(i) When audited project financial statements are not received within 12 months after the due date, ADB may
suspend the loan.

12 Access to Information Policy 2018: https://www.adb.org/documents/access-information-policy.
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VI. PROCUREMENT AND CONSULTING SERVICES
A. Project Procurement Risk Assessment

36. A project procurement risk assessment was conducted for Tranche 1, in accordance with
the Guidance Note on Procurement Risk Framework (2018, as amended from time to time)** and
the Guidance Note on Strategic Procurement Planning (2018, as amended from time to time).'4
Overall project procurement risk is moderate before mitigation measures to be taken.

37. According to the assessment, the main strengths identified include: (i) the IPMO has
already managed several ADB-financed projects and accumulated extensive experience in
procurement management; (ii) two out of three PIEs have existing procurement departments
consisting of a number of full-time staff with adequate background and practical experiences; (iii)
all implementing agencies and PIEs have procurement regulations and procedures based on the
Tendering and Bidding Law (TBL) with integration of their own practices and requirements; (iv) all
implementing agencies and PIEs have established the procurement referencing systems to
manage procurement files and contract implementation records; (v) all PIEs are experienced with
procurement in civil works, equipment, and materials; (vi) the contractual performances were
monitored by all the PIEs, especially the payment related progress is monitored or checked
according to the natures of procurement contents; and (vii) An ethical standard for the
procurement department has been set up in all PIEs, together with an annual internal compliance
review system. The main weaknesses identified include: (i) the current IPMO has limited staff; (ii)
the implementing agencies and PIEs have no internationally financed project experience and
without enough procurement staff; (ii) POE (Xiaoweiyang) has no experience for conducting
procurement through public bidding as it often follows commercial practices during the
procurement process.

38. Proposed mitigation measures include training to be provided to relevant staff of the
executing agency, implementing agencies, PIEs and other stakeholder agencies. Some
procurement training was delivered by TRTA consultants during the project preparation to the
IPMO, EPMO, DPMO and PIEs on topics in ADB procedures for procurement of goods, works
and consulting services to ensure that the non-familiarity with ADB procurement framework has
been addressed. The procurement training will be delivered on a well-defined interval by the PICs
during the project implementation to ensure that procurement activities are undertaken in full
conformity with ADB Procurement Policy and Procurement Regulations (2017, as amended from
time to time). To achieve value for money, at the strategic procurement planning (SPP) stage,
market conditions, operational context, client capability, contract duration and timing, previous
experience, risks present, and all appropriate procurement modalities and bidding arrangements
have been considered (Appendix 13 — Strategic Procurement Planning Report).

B. Advance Contracting and Retroactive Financing

39. Advance contracting will apply to the urgent procurement of civil works and goods. All
advance contracting and retroactive financing will be undertaken in conformity with ADB
Procurement Policy: Goods, works, Nonconsulting and Consulting Services (2017, as amended
from time to time) ® and Procurement Regulations for ADB Borrowers: Goods, works,
Nonconsulting and Consulting Services (2017, as amended from time to time),'® and will require

13 Availabel at: https://www.adb.org/sites/default/files/procurement-risk-framework.pdf.
14 Available at: https://www.adb.org/sites/default/files/procurement-planning.pdf.

15 Available at: https://www.adb.org/documents/adb-procurement-policy

16 Available at: https://www.adb.org/documents/procurement-requlations-adb-borrowers
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ADB'’s prior review and approval of each step. The borrower, the Government of IMAR and
implementing agencies have been advised that approval of advance contracting and retroactive
financing does not commit ADB to finance the project.

40. Retroactive financing will apply to the urgent procurement of civil works and goods.
Retroactive financing will be subject to a maximum amount equivalent to 20% of the loan amount
under each Tranche for eligible expenditures incurred prior to loan effectiveness, but not earlier
than 12 months before the loan agreement is signed.

C. Procurement of Goods, Works, Nonconsulting and Consulting Services

41. All procurement of ADB financed works and goods will be undertaken in accordance with
ADB Procurement Policy: Goods, works, Nonconsulting and Consulting Services (2017, as
amended from time to time)'’ and Procurement Regulations for ADB Borrowers: Goods, works,
Nonconsulting and Consulting Services (2017, as amended from time to time).18

42. Before the start of any procurement, ADB and the government will review the public
procurement laws of the central and state governments to ensure consistency with ADB’s
Procurement Policy and Procurement Regulations for ADB Borrowers.

43. An 18-month procurement plan indicating procurement method, cost estimation, and
review procedures for goods, works, nonconsulting and consulting service contract packages and
guidelines on Open competitive bidding (OCB) with national advertising is in Section C.

1. Open Competitive Bidding for Goods and Works

44, OCB will be used for ADB financed contracts for works and goods. If a bidding attracts
foreign companies, the bidding document will be written in English using the latest ADB standard
bidding document for OCB advertised internationally packages, which can be downloaded from
ADB website. If a bidding does not attract foreign companies, the following provisions will be
applied: (i) the advertisement will be limited to the national press, an official gazette, or an open
access website; (ii) standard bidding documents for OCB advertised nationally packages issued
by the Ministry of Finance will be used; and (iii) bidding documents will only be in Chinese (except
for contracts which require ADB’s prior review and approval), and the currency for bidding and
payment will be in Chinese Yuan (CNY). If a bidding document is internationally advertised, the
invitations for bids need to be submitted to ADB at latest 1 week before the advertisement for
parallel advertisement in ADB’s Business Opportunities website. Unless otherwise agreed
between the Government of IMAR and ADB and set forth in the procurement plan, procurements
under OCB will use the single-stage one-envelope procedure.

2.  Open Competitive Bidding for Nonconsulting Services

45, For embryo transplantation activities under Xiaoweiyang stud sheep breeding program,
OCB with national advertising will be used. Six nonconsulting services contracts will be signed
between Xiaoweiyang and the service provider, who would be either firms or individuals.
Performance/output-based contract shall be applied.

17 Available at: https://www.adb.org/documents/adb-procurement-policy
18 Available at: https://www.adb.org/documents/procurement-regulations-adb-borrowers
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3. Community Participation

46. Sheep raising activities under Xiaoweiyang Stud Sheep Breeding Program involve local
communities, using more local knowledge and materials, and labor-intensive and stud breeding
technologies. To ensure sustainability and to achieve the social objectives of the project,
community participation approach will be used, taking into consideration of the specific features
of Xiaoweiyang Subproject in the agricultural sector. Based on ADB approved project specific
procedures, about 300 contracts will be signed between Xiaoweiyang and individual
households/herders through community participation, who are willing to participate in the program
and satisfy the basic requirements for sheep raising. Specific procedure for contracting farmer
households under community participation services will be prepared by the Government of IMAR
and prior reviewed by ADB together with the first two draft contracts before its implementation.

4. Implementation Arrangements for the PAP

47. The PAP will be implemented in accordance with the PIA to be signed between the
Government of IMAR and Xiaoweiyang, which will specify the terms and conditions for onlending
ADB loan proceeds for the establishment of a revolving fund in the amount of $14.45 million, that
will provide financing to Xiaoweiyang for supplying ewes, feeds, veterinary services to 2,000
households in return for growing and fattening lambs as part of the household income generation.
Due to the absence of a single market for acquiring ewes and scattered location of beneficiary
households, Xiaoweiyang will use the revolving fund to procure ewes from local households
based on prevailing prices in the districts, where quality ewes are available. These arrangements
are in line with the basic principles of economy and efficiency and therefore are acceptable to
ADB. Details are presented in Appendix 1-Xiaoweiyang Subproject.

5. Consulting Services

48. All ADB financed individual consultants, consulting firms, and monitoring agencies will be
recruited according to ADB’s Procurement Policy and Procurement Regulations for ADB
Borrowers (2017, as amended from time to time). The indicative terms of reference are in
Appendix 4.

49, An estimated 10 person-months for project start-up individual consultants and 95 person-
months of consulting services are required to (i) facilitate project management and
implementation, (ii) strengthen the institutional and operational capacity of the executing and
implementing agencies, and (iii) conduct project advisory support on SME business development
services, and cross-border services. An external environmental monitoring firm will be recruited
to conduct regular external monitoring as required in the environmental management plan (EMP).
Consulting firms will be engaged using the quality- and cost-based selection (QCBS) method with
a quality—cost ratio of 90:10 or Consultants’ Qualifications Selection (CQS) method.

6. ADB'’s Prior Review and Post Review (Sampling)

50. Following the ADB Procurement Review: Guidance Note on Procurement (June 2018, as
amended from time to time),*° for (i) all ADB-financed contracts with advance contracting, and (ii)
the first ADB-financed contract of each type (OCB advertised internationally or nationally) for civil
works and goods under each PIE, ADB’s prior review and approval of the following documents (if
applicable) will be required: invitation for bids, bidding document and relevant clarification and

19 Available at: https://www.adb.org/sites/default/files/procurement-review.pdf.
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addendum (if any), bid evaluation report, draft negotiated contract, signed contract, and contract
variations.

51. For Xiaoweiyang Subproject, the first embryo transplantation service contract, the first two
contracts under Community Participation method, and the first two tripartite agreements under
PAP will be required for prior review. Post review (sampling) is applied to the remaining packages
related to Xiaoweiyang’s embryo transplantation, sheep raising, and PAP.

52. For the FIL, ADB will conduct prior review the first two SME subloan agreements and
qualified SME subproject summary documents from each FI. If an individual loan size exceeds
the free limit (CNY15 million), a draft subloan agreement and a qualified SME subproject summary
sheet will need to be submitted for ADB’s prior review and approval.

53. ADB'’s prior review is applicable to other complex packages with high risk and high value
(normally higher than $10 million), based on the procurement risk assessment and strategic
procurement planning.

54, For contract packages for post-review (sampling), ADB reviews the procurement
documents after the contract is signed; on a sampling basis. Each sample size should cover at
least 20% of the total number of the post review (sampling) contracts awarded before the initial
post review (sampling), or between two consecutive post reviews (sampling). Total sample size
aggregated should capture contracts representing (i) about 30%—-50% of total project value and
(i) about 20% of the total number of contracts identified for post review (sampling). All
documentation with respect to each contract where post review (sampling) is adopted shall be
retained for at least 1 year after the project closing date and they shall be made available to ADB
personnel or its consultants assigned to conduct post review (sampling) during the project review
or post review mission(s). This documentation generally includes advertisements or procurement
notices; bidding documents or RFP; bids or proposals, including any amendments and
clarifications; evaluation reports (including the analysis of the respective proposals and
recommendations for award); the original signed contract; and documents concerning any
bidding-related complaints.

55. For all ADB-financed consultant recruitments, ADB’s prior review and approval of each
step will be required.

56. For the subloans through FIL, the procurement will be undertaken by the respective
subborrowers in accordance with the established private sector or commercial practices, which
are acceptable to ADB. The IPMO and Fls will ensure that the subborrowers use procurement
practices acceptable to ADB. Subborrowers will be encouraged to procure through OCB or
Request for Quotations when such procurements are most appropriate in the interest of economy
and efficiency.
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D. Procurement Plan
1. Basic Data
Project Name: Proposed Multitranche Financing Facility: People’s Republic of China: Inner Mongolia Sustainable
Cross-Border Development Investment Program—Tranche 1
Project Number: 51192-001 Approval Number:
Country: People’s Republic of China Executing Agency: Government of Inner Mongolia
Autonomous Region
Project Procurement Classification: Category B Implementing Agency: Erenhot Municipal
Procurement Risk: Low Government, Baotou Municipal Government, Bank of
Inner Mongolia
Project Financing Amount: €345.14 million Project Closing Date: 30 September 2027 (loan
ADB Financing: €166.53 million (loan) closing for Tranche 1)
Non-ADB Financing: €178.61 million
Date of First Procurement Plan: September 2019 Date of this Procurement Plan: 19 August 2020
Procurement Plan Duration (in months): Advance Contracting: | e-Procurement:
18 Yes No
2. Methods, Review and Procurement Plan
57. Except as the Asian Development Bank (ADB) may otherwise agree, the following

methods shall apply to procurement of goods, works, nonconsulting services, and consulting
services:

Procurement of Goods, Works and Nonconsulting Services

Methods Comments
Open competitive bidding with national Roads, buildings materials and equipment are available locally
advertising for goods and local market is competitive

For Erenhot Smart Port and Erenhot PRC-Mongolia

Open competitive bidding with international International Hospital

advertising for goods

Open competitive bidding with national Local contractors are experienced
advertising for works
6 contracts for embryo transplantation services under

Open competitive  bidding with  national Xiaoweiyang stud sheep breeding program

advertising for non-consulting services

Community participation for Xiaoweiyang stud
sheep breeding program — sheep raising services 300 contracts with local households/herders will be signed

Consulting services
Open competitive bidding with international 1 consulting firm for supporting the project implementation and
advertising, using quality- and cost-based capacity building, and international advertising is warranted.
selection (QCBS) for consulting services with a
quality—cost ratio of 90:10
Open competitive bidding with national 1 consulting firm for external environmental monitoring, with
advertising, using Consultants’ Qualifications national advertising.
Selection (CQS) for consulting firm
Individual Consultants’ Selection 4 project start-up individual consultants will be recruited
ADB = Asian Development Bank.

3. Lists of Active Procurement Packages (Contracts)

58. The following table lists goods, works, nonconsulting, and consulting services contracts
for which the procurement activity is either ongoing or expected to commence within the
procurement plan’s duration (18 months).
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Goods, Works, and Nonconsulting Services

Advertisement

Package I Estimated Procureme . Bidding
No. General Description value ($) nt method Review procedure )Ii):atl(re) (quarter, Comments
. Advertising: National
Erenh(?t N Insp(_ect_lon Number of contracts: 1
center: 1) a building Prequalification of bidders: No
ECW1-1 area of 4,000 m2. 2) an 3,641,829 OCB Prior 1S1E Q2, 2021 q - )
- o : Advance contracting: No
auxiliary building with oG .
2 Bidding document: Works
floor area of 2,000 m .
E-procurement: No
E_r enhot inspection area Advertising: National
- infrastructure for the .
. L Number of contracts: 1
North Plaza, including: Prequalification of bidders: No
ECW1-2 1) Roads and pipeline 25,554,945 OCB Prior 1S1E Q2, 2021 q - ’
Advance contracting: No
network cover 162,000 S .
5. . Bidding document: Works
m?; 2) Greening 49,700 E-procurement: No
m?; 3) 2,500 m fences P '
Advertising: International
Number of contracts: 1
EG2-1 Erenhot - Smart Port 15,160,863 OCB Prior 1S1E Q2, 2021 Prequalification of leders: Yes
management system Advance contracting: No
Bidding document: Goods
E-procurement: No
Advertising: National
PRC-Mongolia Regional Number of contracts: 1
Ecwa-1 | Cooperation Center, 17,118,829 ocB Prior 1S1E Q3, 2021 Prequalification of bidders: No
with a floor area of Advance contracting: No
20,000 m? Bidding document: Works
E-procurement: No
Lot 1: Advertising: International
4,494,497 Number of contracts: 7
Lot 2: Prequalification of bidders: No
216,053 Advance contracting: No
. Lot 3: Prior for Bidding document: Goods
86 sets of medical 1,085,323 Lots 1 and E-procurement: No
equipment and facilities Lot 4: > Post
EG4-1 for PRC—Mongolia ’ oCB v 1S1E Q2, 2021
International Hospital in 830,973 (sampling)
Erenhot Lot 5: for Lots 3-
210,995 7
Lot 6:
534,713
Lot 7:
43,355
Advertising: National
Mandula Port - freight Number of contracts: 1
) passage roads, with a . Prequalification of bidders: No
MCW1-1 total length of 4.4 km 20,221,166 ocB Prior 1S1E Q2, 2021 Advance contracting: No
and a width of 9 m Bidding document: Works,
E-procurement: No
Mandula Port — service Advertising: National
area (317 mu of land Number of contracts: 1
area): 1) a closed Prequalification of bidders: No
MCWwW2-1 parking area; 2) a 16,625,611 OCB Prior 1S1E Q1, 2021 Advance contracting: No
vehicle repair service Bidding document: Works
area; 3) a new 3-floor E-procurement: No
service building
Prior for Advertising: National
. . the first Number of contracts: 2
;(rI]ae%V[\)letl))rlgggir;gsgjrggram Lot 1: contract, Prequalification of bidders: No
: 2,095,496 post Advance contracting: No
XWY-ET-1 ;Er\zggojrggzgggntatlon Lot 2: ocB (sampling) 1S1E Q2, 2021 Bidding document: non-
ieces ' 2,095,496 for the consulting services
p second E-procurement: No
contract
Xiaoweiyang - Stud Lot 1: Advertising: National
Sheep Breeding 1414 4.61 Post Number of contracts: 4
XWY-ET-2 | Program - Embryo ’Lot ’2_ oCB (sampling) 1S1E Q2, 2021 Prequalification of bidders: No
transplantation services 1414 4.61 piing Advance contracting: No

— 27,000 pieces
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Goods, Works, and Nonconsulting Services

Package Estimated Procureme Bidding Advertisement
General Description Review Date (quarter, Comments
No. value ($) nt method procedure year)
Lot 3: Bidding document: non-
1,414,461 consulting services
Lot 4: E-procurement: No
1,414,461
Prior for Advertising: No
. . Number of contracts: 300
Xiaoweiyang - Stud the 1st two [ : .
sheep breeding program Community | contracts Prequalification of bidders: No
XWY-SSR L 11,532,055 S ' Q32021 Advance contracting: No
— stud sheep raising participation | the rest for P . .
. Bidding document: community
services post participation agreements
(sampling) .
E-procurement: No
Advertising: National
Xiaoweiyang - Number of contracts: 1
Establishment of . Prequalification of bidders: No
XWY-G products traceability and 1,982,915 ocB Prior 1S1E Q2, 2021 Advance contracting: No
management system Bidding document: Goods
E-procurement: No
Consulting Services
. . Advertisement
Package General Description Estimated Selection Review Type of Date (quarter, Comments
No. value ($) method Proposal year)
. Advance
Ics-1 | Projectstart-up support - 23,000 IS Prior EOI Q4,2020 | contracting,
Municipal Engineer
3 person-months
Project start-up support — Advance
ICS-2 Procurement and Contract 23,000 ICS Prior EOI Q4, 2020 contracting,
Management Specialist 3 person-months
Project start-up support — Advance
ICS-3 Environment Safeguard 17,000 ICS Prior EOI Q4, 2020 contracting,
and ESMS Specialist 2 person-months
Project start-up support — Advance
ICS-4 Social Safeguard and 17,000 ICS Prior EOI Q4, 2020 contracting,
ESMS Specialist 2 person-months
Project implementation
consulting services for Quality-cost ratio
CS-1 project management 1,059,000 QCBS Prior FTP Q2, 2021 _y
. of 90:10
support and capacity
building
cs2 | Extemal environment 220,000 cQs Prior STP Q2, 2021
monitoring services

CQS = Consultants’ Qualifications Selection, CS = consulting service, EOI = expression of interest, ESMS = environmental and social
management system, FTP = full technical proposal, ICS = individual consultant selection, QCBS = quality- and cost-based selection,
STP = simplified technical proposal.

59.

4.

Lists of Inactive Procurement Packages (Contracts) Required Under the Project

The following table lists goods, works, nonconsulting, and consulting services contracts

for which the procurement activity is either ongoing or expected to commence beyond the current
procurement plan’s duration.

Goods, Works, and Nonconsulting Services

Packa Estimated Procurem Biddin Advertisement
9 General Description ent Review 9 Date (quarter, Comments
e No. value ($) procedure
method year)
Erenhot inspection Advertising: National
area - Infrastructure for Number of contracts: 1
the South Plaza. 1) Prequalification of bidderS' No
ECW1-3 | Roads and pipeline 21,478,698 OCB Prior 1S1E Q1, 2022 - ’
Advance contracting: No
network cover 132,300 Bidding document: Works
m?; 2) greening 60,800 E- roc?.;rement' NO
m?, 3) 2,300 m fences P )




37

Goods, Works, and Nonconsulting Services

Packag . Estimated Procurem . Bidding Advertisement
General Description ent Review Date (quarter, Comments
e No. value ($) procedure
method year)
Erenhot - Ecological Advertising: National
protection greenbelt Number of contracts: 1
along the central axis, Prequalification of bidders: No
including reclaimed Post Advance contracting: No
ECW5-1 | water storage and 9,295,902 OCB . 1S1E Q3, 2023 Bidding document: Works
Lo (sampling) N
irrigation facilities, and E-procurement: No
landscape lighting,
covers an area of
24.49 ha
Erenhot - 1) one waste Advertising: National
collection and transfer Number of contracts: 1
station; 2) supporting Post Prequalification of bidders: No
ECW6-1 facilities; and 3) 712,614 ocB (sampling) 1S1E Q3, 2024 Advance contracting: No
sanitation intelligent Bidding document: Works
cloud platform E-procurement: No
Mandula Port - 1) Advertising: National
Customs Inspection Number of contracts: 1
Center (400 mu of land Prequalification of bidders: No
MCWS3-1 | area); and 2) a fully 21,451,417 OCB Prior 1S1E Q1, 2022 Advance contracting: No
enclosed warehousing Bidding document: Works
shed for coal transfer E-procurement: No
and storage
Advertising: National
Xiaoweiyang - Number_ (_)f contracts: 1
é\\’/VVYl Quarantine station at 3,603,821 ocB Prior 1S1E Q4, 2023 i;eq“a“f'ca“o” of bidders:
- Mandula Port dvance contracting: No
Bidding document: Works
E-procurement: No
Consulting Services
Package No General Estimated Selection Review Type of Advertisement Comments
' | Description value ($) method Proposal | Date (quarter, year)
[None]
5. Lists of Awarded and Completed Contracts
60. The following table lists the awarded and completed contracts for goods, works,
nonconsulting services and consulting services.
Goods, Works, and Nonconsulting Services
Package No. General Contract value Date of ADB approval | Date of | Comments
Description of Contract Award Completion
[None]
ADB=Asian Development Bank.
Consulting Services
Package No. General Contract value Date of ADB approval | Date of | Comments
Description of Contract Award Completion
[None]

ADB=Asian Development Bank.
6. Non-ADB Financing

61. The following table list works, goods, and consulting services contracts over the life of the
project, financed by non-ADB sources.
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Goods, Works, and Nonconsulting Services
General Description Estimated_ Value Estimated No. Procurement Comments
(cumulative, $) of Contracts Method
Erenhot: Inspection area:  Joint Financed by counterpart
Inspection center (floor area of 20,000 19,420,920 1 OCB funds of EMG
m?) Advertising planned: Q1,
Erenhot - Regional cooperation center - 2020- Q4 2025
Enclosed fencing, alarm and monitoring 3,910,154 1 OCB Advertising: National
system Prequalification of
Erenhot - Regional cooperation center - bidders: No
clean energy heating supply and 7,980,985 1 OCB Domestic
network preference
applicable: No
Erenhot - Greening - Windbreak forest ?gr\{térlgtc:t?n .
. . g: No
along the highway, covering an area of 3,438,855 1 OCB Bidding document:
15.05 ha Works
E-procurement: Yes
Financed by counterpart
funds of DCG
Advertising planned: Q4,
2021
Advertising: National
Prequalification of
Mandula Port — Customs inspection bidders: No
center - enclosed warehousing shed for 5,923,169 1 OCB Domestic
coal transfer and storage preference
applicable: No
Advance
contracting: NA
Bidding document:
Goods
E-procurement: Yes
Xiaoweiyang - Construction of a stud 528 543 1 Commercial Financed by counterpart
breeding base ' practice funds of Xiaoweiyang
Xiaoweiyang — Upgrading five sheep 5 938696 1 Commercial Advertising planned: Q1,
farming bases T practice 2020- Q4 2025
Xiaoweiyang — Construction of a sheep . Advertising: National
; - ) Commercial
processing and logistics base in 8,798,385 1 -
A practice
Tuyougi County
DCG = Damaogi County Government, EMG = Erenhot Municipal Government, OCB = open competitive bidding.
Consulting Services
gggcerriiltion Estimated Value (cumulative) Eggﬁggc'\t‘g' of Pro'\;gtrﬁcr’r:jent Comments
[None]

E. Open Competitive Bidding (National Advertising)
1. Regulation and Reference Documents

62. The procedures to be followed for Open Competitive Bidding (National Advertising) shall
be those set forth in the Government Procurement Law of People’s Republic of China approved
on 29 June 2002 (revised in August 2014) and Law of the People’s Republic of China on Bid
Invitation and Bidding of the People’s Republic of China promulgated on 30 August 1999 (revised
on 28 December 2017) with the clarifications and modifications described in the following
paragraphs required for compliance with the provisions of the ADB Procurement Policy: Goods,
works, Nonconsulting and Consulting Services (2017, as amended from time to time) and
Procurement Regulations for ADB Borrowers: Goods, works, Nonconsulting and Consulting
Services (2017, as amended from time to time).
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2. Procurement Procedures

a. Competitive Bidding Procedure (Procurement Law Art. 26 and Law on
Bidding Art. 10).

63. Public tendering is the acceptable method of government procurement, and public
invitation is the accepted bid invitation mode.

b. Eligibility

64. The eligibility of bidders shall be as defined under section | of the Procurement
Regulations for ADB Borrowers; accordingly, no bidder or potential bidder should be declared
ineligible for reasons other than those provided in section | of the Regulations, as amended from
time to time.

c. Advertising

65. All invitations to prequalify or to bid shall be advertised in a free and open access website
(www.chinabidding.com). Such advertisement shall be made in sufficient time for prospective
bidders to obtain prequalification or bidding documents and prepare and submit their responses.
In any event, a reasonable time shall be given to the bidders for preparation of their bid docs. The
preparation period shall count (a) from the date of advertisement, or (b) when the bidding
documents are available for issue, whichever date is later. The advertisement and the
prequalification and bidding documents shall specify the deadline for such submission.

d. Bidding Period

66. The minimum bidding period should be reasonable enough for bidders to prepare their
bids prior to the deadline for the submission of bids.

e. Participation by Government-Owned Enterprises
67. Government owned enterprises in the Borrower’s country may be permitted to bid if they

can establish that they (a) are legally and financially autonomous, (b) operate under commercial
law and (c) are not a dependent agency of the Borrower/Project Executing Agency.

f. Rebidding
68. Re-bidding shall not be allowed solely because the number of bids is less than three (3).
3. Bidding Documents

a. Qualification requirements
69. Qualification requirements of bidders and the method of evaluating the qualification of
each bidder shall be specified in detail in the bidding documents, and in the prequalification
documents if the bidding is preceded by a prequalification process.

b. Bid Submission and Opening

70. Bidders shall be allowed to submit bids by mail or by hand.


http://www.chinabidding.com/
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71. All bids shall be opened in public; all bidders shall be afforded an opportunity to be present
(either in person or through their representatives) at the time of bid opening, but bidders shall not
be required to be present at the bid opening.

c. Bid Evaluation and Award

72. No bid may be rejected solely on the basis that the bid price falls outside any standard
contract estimate, or margin or bracket of average bids established by the Borrower/Project
Executing Agency.

73. Each contract shall be awarded to the lowest evaluated substantially responsive bidder,
that is, the bidder who meets the appropriate standards of capability and resources and whose
bid has been determined (a) to be substantially responsive to the bidding documents and (b) to
offer the lowest evaluated cost. The winning bidder shall not be required, as a condition of award,
to undertake responsibilities for work not stipulated in the bidding documents or otherwise to
modify the bid as originally submitted.

d. ADB Policy Clauses

74. Each contract financed with the proceeds of the Loan shall provide that the suppliers and
contractors shall permit ADB, at its request, to inspect their accounts and records relating to the
performance of the contract and to have said accounts and records audited by auditors appointed
by ADB.

75. A provision shall be included in all bidding documents for OCB (National Advertising)
works and goods contracts financed by ADB stating that the Borrower shall reject a proposal for
award if it determines that the bidder recommended for award has, directly or through an agent,
engaged in corrupt, fraudulent, collusive, coercive or obstructive practices in competing for the
contract in question.

76. A provision shall be included in all bidding documents for OCB (National Advertising)
works and goods contracts financed by ADB stating that ADB will declare a firm or individual
ineligible, either indefinitely or for a stated period, to be awarded a contract financed by ADB, if it
at any time determines that the firm or individual has, directly or through an agent, engaged in
corrupt, fraudulent, collusive, coercive or obstructive practices or any integrity violation in
competing for, or in executing, ADB-financed contract.

F. Consultant's Terms of Reference
77. The detailed terms of reference of consulting services are given under the descriptions

of respective project advisory support summary and the summary on project management and
capacity building in Appendix 4.
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VII. SAFEGUARDS

78. Safeguards classifications. Tranche 1 of the Investment program is classified as B for
environment, B for involuntary resettlement, and C for indigenous peoples. Each subsequent
tranche will be screened, categorized and assessed using the safeguard procedures set out in
the program Environment Assessment Review Framework (EARF) (RRP Linked Document 15),
Resettlement Framework (RRP Linked Document 16) and Ethnic Minority Development
Framework (EMDF) (RRP Linked Document 17) which have been developed for processing the
following tranches in accordance with ADB Safeguard Policy Statement (2009) (SPS).%°

79. Grievance redress mechanism. IPMO will establish the project safeguards grievance
redress mechanism (GRM) within 60 days of the loan effectiveness date, as detailed in the
environmental management plan (EMP) (Appendix 1 in the IEE) and ESMS arrangement (RRP
Linked Document 23). The GRM sets out procedures for managing public concerns and
safeguard issues which may arise during project implementation. The GRM will be established
prior to any advance construction works. The GRM comprises a set of clear procedures to receive,
record, and address any concerns or complaints raised and provides contact details of individuals
from the IPMO, implementing agencies, PIEs, and contractors teams, and other relevant
safeguard authorities and stakeholders within project administration authorities. All contractors
will be briefed by the IPMO on the project safeguards GRM. Multiple entry points to the GRM will
be available including verbal and written complaints, hotline number, and/or e-mail. The IPMO
will report complaints and their resolution to ADB in quarterly project progress reports and
safeguard monitoring reports.

80. Prohibited investment activities. Pursuant to ADB’s SPS, ADB funds may not be
applied to the activities described on the ADB Prohibited Investment Activities List set forth at
Appendix 5 of the SPS. Fls will ensure that their investments are in compliance with applicable
national laws and regulations and will apply the prohibited investment activities list (Appendix 5)
to qualified subprojects financed by ADB.

Environment

81. Environmental due diligence. Tranche 1 of the Investment program is classified as B for
environment. An initial environmental examination (IEE) including an EMP was prepared in
compliance with ADB’s policies and requirements included in ADB’s SPS. The project IEE and
EMP form a basis of the official loan agreement between ADB and the executing agency. Tranche
1 is not expected to have significant adverse environmental impacts that are irreversible, diverse,
or unprecedented. During construction, the main environmental impacts are temporary, short-
term and reversible and include (i) soil erosion, (ii) construction noise and dust, (iii) inappropriate
storage of construction materials and wastes, (iv) wastewater, and (v) safety to construction
workers and community. During operation, limited adverse impacts are anticipated. The IEE
concluded that full and effective implementation of the project EMP, together with the training and
project assurances, will minimize the environmental risks of the project and achieve compliance
with the policy and regulatory standards applied in this project IEE.

82. Environmental management plan. The EMP is to be implemented in all phases of the
project — design, pre-construction, construction, and operation. The EMP is to ensure project
compliance with the PRC environmental laws and ADB’s SPS. The EMP contains: (i) objectives;
(ii) roles and responsibilities; (iii) mitigation measures; (iv) inspection, monitoring, and reporting

20 ADB. 2009. Safeguard Policy Statement. Manila.
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arrangements; (v) training and institutional strengthening; (vi) GRM; (vii) future public
consultation; and (viii) a feedback and adjustment mechanism.

83. EMP implementation. The executing agency will be responsible for ensuring that the
project will be designed, constructed, decommissioned, and operated in accordance with (i) the
national and local government environmental, health, and safety laws, regulations, procedures,
and guidelines; (ii) the ADB’s SPS (2009), and (iii) the IEE including the EMP. The executing
agency, through the IPMO, holds final responsibility for implementation of and compliance with
the EMP. The EMP will be implemented in all phases of the project (design, pre-construction,
construction, and operation). For preliminary and detailed designs, the IPMO will forward the EMP
to the design institutes for incorporating mitigation measures into the detailed designs. The EMP
will be updated at the end of the detailed design, as needed. To ensure that bidders will respond
to the EMP provisions, the implementing agencies and PIEs will prepare and provide the
specification clauses for incorporation into the bidding documents: (i) a list of environmental
management requirements to be budgeted by the bidders in their proposals; (ii) environmental
clauses for contractual terms and conditions; and (iii) domestic EIAs, and the project IEE including
the updated EMP for compliance.

84. Environmental capacity building. To ensure effective implementation of the EMP, a
capacity building program on the EMP implementation, supervision, reporting, and the GRM wiill
be implemented. Training will be provided to the PIEs, contractors and construction supervision
companies during the implementation of the Investment Program. For FIL, capacity building and
training on ESMS will be provided before and during the implementation of the FIL. Training
programs will cover adjustment and implementation of the EMP, ESMS, GRM, environmental
risks of the project, mitigation measures, monitoring, and reporting. The training will be provided
by the Environment Safeguard and ESMS Specialist through the PICs. Trainees will include the
staff of the Fls, PMOs, PIEs, contractors, and construction supervision consultants.

85. Financial intermediation loan. The financial intermediation loan is categorized as FIL.
BOIM has developed an ESMS arrangement covering environmental and social policies;
safeguards screening, categorization and review process; institutional arrangements; and
monitoring and reporting procedures for qualified subprojects under the FIL. It also defines the
types of qualified subprojects which may be supported. Environmental and social safeguard
requirements for all qualified subprojects to be funded under the financial intermediation loan will
be subject to the requirements of the ESMS. The FIL will not fund any subprojects that are on
ADB’s Safeguard Policy Statement prohibited investment activities list or will trigger category A
safeguards for environment, involuntary resettlement, or indigenous people.

86. Environmental assessment and review framework. An EARF has been prepared to
categorize and provide guidance on environmental safeguards for subsequent tranches of the
MFF. These documents comply with the PRC’s regulatory requirements and ADB’s SPS (2009),
and was disclosed on the ADB website on 18 November 2019.

87. Climate risk and vulnerability assessment. Tranche 1 subprojects are located in the
arid/semi-arid climate zone, characterized by long cold winter and hot summer. The land cover
belongs to either steppe desert zone or desert steppe zone featured by very fragile ecosystems.
A climate risk and vulnerability assessment (CRVA) indicated that the effects of climate change
impact are reflected by the incremental damages caused by potentially enhanced climate hazards
to the project infrastructure activities and the lack of water resource to sustain the project
operations under future climate conditions. Climate change projections indicate a likelihood of
enhanced heavy snow events and more severe drought conditions in the future. Hence, it is
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important that the necessary climate impact adaptation actions will be taken as part of the project
design and operation to alleviate the adverse climate change impact on the subprojects.

88. More specifically, as stated in the domestic FSRs, infrastructure activities for Tranche 1
subprojects are designed in accordance with the current national standards, which are derived
from the long term historical climate observation of the project area. The sufficiency of the design
standards, such as the snow-loading capacity calculation of the building structure, should be
examined with necessary adjustments to be made during the detailed design to ensure these
buildings are climate-proof in future.

89. With drought projected to become more severe in the future, water scarcity may put the
sustainability of Tranche 1 under threats. Both ‘hard’ and ‘soft’ adaptations should be considered
in project design and operation, to achieve the maximum water savings. In FSRs, the water-
recycling facility development for the Mandala Port Subproject and the smart drip-irrigation system
relying on complete reclaimed water for the ecological restoration for the PRC-Mongolian
Erenhot-Zamyn Uud ECZ represent excellent ‘hard’ adaptations against the future water
shortage. Furthermore, as another ‘hard' adaptation option, the Xiaoweiyang Subproject has a
great potential to increase the livestock productivity with sustainable water usage by introducing
and expanding the confinement sheep feeding system into the current extensive sheep farming,
which reduces the vulnerabilities of the local farmers to drought and snow disasters in future. The
implementation of the above options increases the regional climate resilience and improves the
sustainability of Tranche 1 under future climate conditions.

Land Acquisition and Resettlement

90. Tranche 1 of the Investment Program is classified as Category B for involuntary
resettlement. Three households (12 persons) will be affected by loss of collective land
(grassland). A resettlement plan has been prepared to address land acquisition impacts. The
respective PMO will ensure that the Resettlement Plan agreed between the Government of IMAR
and ADB are updated based on detailed design and submitted to ADB for review and concurrence
prior to land acquisition activities and implemented in accordance with applicable Government
laws and regulations and ADB’s SPS; in case of any inconsistency between Government laws
and ADB’s policy, the latter will prevail; all affected persons are given adequate opportunity to
participate in resettlement planning, updating, and implementation; counterpart funds for land
acquisition and resettlement activities are provided according to the budget and project schedule;
any additional costs in excess of the resettlement plan budget estimates are met within the project
schedule. The respective PMOs will designate adequate staff and resources to supervise and
monitor implementation of the resettlement framework and resettlement plans and submit
semiannual internal monitoring reports to ADB; ensure that the GRM established is effective and
functional; and engage an external monitor acceptable to ADB to verify implementation and carry
out its own monitoring evaluation of resettlement activities.

91. For other subprojects under Tranche 1 where there are no involuntary resettlement
impacts, the respective PMOs will ensure that all land and all rights-of-way required for the
subproject and subproject facilities are made available to the Works contractors in accordance
with the schedule agreed under the related Works contract. In the event any of the subproject
does have any such impact, the Government of IMAR will take all steps required to ensure that
the subproject complies with (a) all applicable laws and regulations of the Borrower relating to
involuntary resettlement; (b) the Involuntary Resettlement Safeguards; and (c) the resettlement
framework (RF).
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Indigenous Peoples

92. Tranche 1 of the investment program is Category C for Indigenous Peoples. Subproject
activities are not expected to trigger ADB’s Safeguard Policy Statement for indigenous peoples.
Ethnic minority groups comprise 12.4% of Erenhot’s population, the largest being Mongolian
(93%) and Manchu (5.4%). However, they are widely dispersed through the municipality and will
enjoy the same benefits from the investment program as their majority Han neighbors. An EMDF
has been prepared to guide the executing agency and the implementing agencies in screening
project impacts on ethnic minorities, identifying the affected ethnic peoples, and preparing EMDPs
in future tranches of the Program in case they trigger indigenous peoples safeguards policy
requirements.

93. For the FIL component, it will exclude financing to SME subborrowers whose activities
involve category A on involuntary resettlement and indigenous peoples.
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VIIl.  GENDER AND SOCIAL DIMENSIONS

94. Social and poverty dimensions. A poverty and social analysis (PSA) that included a
household survey, community, and focus group discussions, and key informant interviews, was
conducted during the TRTA. The three subprojects under Tranche 1 will benefit 2.95 million
people in Erenhot and Baotou. Tranche 1 will benefit SMEs that are involved in cross-border
trade, tourism, agriculture, and manufacturing sectors across IMAR through subloans under the
FIL, particularly SMEs owned or led by women. Border related facilities construction in Erenhot
and Mandula ports would bring more business development and job opportunities for local
residents, particular women who are expecting to do small self-employed businesses. The
Program will address poverty and social development issues by generating more employment
opportunities, income generation and business development programs for border residents. It will
also contribute to poverty reduction by generating additional income sources for farmers and
herders such as stud sheep breeding program.

95. Gender dimension. The project is classified by ADB as effective gender mainstreaming.
Tranche 1 will directly benefit about 1.48 million females from Erenhot and Baotou municipalities.
Particularly, SMEs owned or led by women will benefit from the financial intermediation loan.
Through the social survey, it was found that women are actively involved in border-related
business activities. However, they are disadvantaged in local labor markets owing to their low
educational level and poor employable skills. It is difficult for them to access financial resources
to start their own small businesses or to expand their current businesses. Lots of border trade
related businesses are formed in family, namely husband and wife are running business together.
Wife-led small businesses account for about 50%. Women are more willing to be bread earners.
They feel very happy when they have income contributing to improving livelihoods of their families.
Those women, who are unemployed or underemployed, are interested in job opportunities
created by the project particularly jobs during project implementation and operation in terms of
greening, planting, etc.

96. The Investment Program will significantly improve women’s economic status through
support for SMEs owned or led by women in financing resources, innovative technology like digital
technology, entrepreneurship training. The Investment Program will expand business, income
generation and employment opportunities for women in the border areas.

Social Development and Gender Action Plan

97. The project is classified by ADB as effective gender mainstreaming. The SDGAP has been
prepared for Tranche 1 and presented in Table 16. The objective of the SDGAP is to promote
women patrticipation and equal share in project benefits among poorer households, maximize
positive gender equality impacts and mitigate possible risks and negative impacts. Activities focus
on: (1) promoting project employment opportunities for women and on-the-job training, (2)
supporting women entrepreneurs to access credit and training, (3) integrating gender-sensitive
features in the design of facilities to be constructed or renovated, (4) promoting the participation
of women-headed low-income households in PAP. Activities and target indicators included in the
SDGAP will be monitored through the program performance management system (PPMS) and
project progress reports on a semiannual basis, and ADB supervision missions.
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Table 16: Social Development and Gender Action Plan for Tranche 1

Actions Indicators and Targets Budget Timeframe Risponslble
gencies
Outcome
Promote women’s economic e 1,500 additional jobs?® created in 2020-2027 | IPMO, EPMO,
empowerment through jobs at Erenhot and Mandula Ports, at least BPMO,
Erenhot and Mandula Ports. 40% of employment opportunities are DPMO
taken up by women (2018 Baseline:
950;° 30%)
Output 1: Sustainable infrastructure for cross-border connectivity and health services improved
1.1 Promote employment for ¢ 10% unskilled® jobs for individuals Project 2020-2026 |IPMO, EPMO,
poor and low-income people in from poor and low-income budget BPMO, DPMO
the Erenhot-Zamyn-Uud ECZ households
Inspection Area and Mandula (2018 baseline: 0%)
Port International (Highway)
Logistics Park
1.2 Erenhot-Zamyn-Uud ECZ | e Two nursing/baby changing rooms Project civil 2020-2026 |IPMO, EPMO,
Inspection Area and Mandula built, one in the entry passage work budget BPMO, DPMO
Port International (Highway) waiting room and another on the exit
Logistics Park improved to passage of ECZ inspection area
integrate gender-sensitive
features in its designs. e Two nursing and changing rooms
built in the service center of Mandula
Port International (Highway) Logistics
Park
¢ Foldable toddler seats in 100% of
women'’s restrooms
(2018 baseline: 0%)
Output 2: Ecological environment in key border towns improved
2.1 Promote employment for e Total 118 jobs created by the Project 2020-2026 | IPMO, EPMO
women and low-income subproject, of which 76 would be budget
individuals in ecological unskilled, at least 40% of unskilled
restoration activities under jobs for women (e.g. planting and
Erenhot Subproject. installing pipeline)
¢ 10% of unskilled jobs for low-income
individuals
(2019 baseline: 0%)
Output 3: Income-generating opportunities expanded
3.1 Promote women e At least 10 SMEs provided with sub- | FIL 2020-2026 |IPMO, Fls
entrepreneurs’ access to loan from FIL annually, among them
subloans by setting a quota for 20% SMEs receiving sub-loan from
SMEs owned or led by women FIL are owned or led by women ¢
that meet lending requirements (2019 baseline: 4%)
from Fls.
3.2 Promote the participation of | e At least 2,000 poor households Poverty 2020-2026 |IPMO, BPMO,
women herders/farmers from participated in the PAP, including at | Alleviation Xiaoweiyang
poor and low-income least 50% of the existing poor Project budget
households in the women-headed households (2018
implementation of PAP. baseline: 0)
e At least 100 jobs (including short-
term jobs) provided to the poor
households annually (2018
baseline: 0)
Output 4: Cross-border cooperation mechanisms, technical project management, and institutional capacity
strengthened
4.1 Government officials e At least 250 government officials Capacity 2020-2026 |IPMO
undertake training to develop who have reported improved skills | building
institutional capacities in project and knowledge on regional budget
management, including cooperation and services, project
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Actions Indicators and Targets Budget Timeframe Risponslble
gencies
implementation of gender management, safeguards and
actions, and for the preparation gender issues, of which, at least
of future tranches under the 40% are women (2018 baseline: 0)
Investment Program.
4.2 PMOs and Fls receive e At least 3 training sessions or | Capacity 2020-2026 |IPMO, Fls
training on SME development workshops on best practices in | building
with special focus on developing financial products and | budget
supporting women support programs for SMEs owned
entrepreneurs or SMEs owned or led by women (2018 baseline: 0)
or led by women.
4.3 Business development e At least 30% of SMEs receiving | Capacity 2020-2026 | IPMO, Fls
services will be provided for business development services are | building
women-led SMEs. owned or led by women. budget
4.4 Target women ¢ At least 200 management, doctors, Capacity 2020-2026 |IPMO, EPMO,
professionals and technicians in and nurses participating in on-site job | building Hospital
operation capacity development | training report improved skills on budget
for the Hospital. diagnosis, treatment skills, ward
management, hospital operation and
transboundry disease and epidemic
disease prevention and control (at
least 50% women) (2018 baseline: 0)
4.5 Promote the participation of | At least 600 person-time from poor and | Capacity 2020-2026 |IPMO, BPMO,
women from poor and low- low-income households participating in | building Xiaoweiyang
income households in livestock | livestock manure training and sheep budget
manure treatment and sheep farming technology (at least 50% of
farming technology. women) (2018 baseline: 0)
4.6 Monitor zero tolerance to  100% contractors comply with and Project 2020-2026 | IPMO, EPMO,
human trafficking, sexual report on requirements on SEAH management BPMO
exploitation, abuse and * 100% officials and communities budget
harassment through reporting comply with and report on
mechanisms, training, requirements on SEAH (2018
awareness raising for baseline: 0)
contractors, immigration officers,
customs officers, ECZ officers
and communities.

BPMO = Baotou Municipal Project Management Office, DPMO = Damaogi County Project Management Office, ECZ =

economic cooperation zone, EPMO = Erenhot Municipal Project Management Office, ESMS = environmental and social

management system, FIs = financial intermediaries, FIL = financial intermediation loan, IPMO = Inner Mongolia Autonomous

Region Project Management Office, PAP = poverty alleviation program, SEAH = sexual exploitation, abuse and

harassment, SMEs = small and medium-sized enterprises.

21,000 skilled and 500 unskilled employment during the operation phases. Target for women’s employment is 40% in

each.

b These 950 jobs are the current jobs at Erenhot and Mandula ports, including port staff and business employees.

¢ Such as landscaping jobs.

dWomen-owned/led SME is defined as: (i) 2 51% owned by woman/women; or (ii) 2 20%owned by woman/women;
and (iii) has: (a) 21 woman as chief executive officer/President (i.e., senior most executive) or chief operating
officer/Vice President (i.e., second most senior executive); and (b) has = 30% of the board of directors composed of
women, where a board exists.

Source: Asian Development Bank.

Budget and implementation arrangement

98. A social safeguard and ESMS specialist will be recruited through PICs to provide overall
guidance for implementation of SDGAP and ESMS in Tranche 1 and preparation of Tranche 2,
which will be financed as part of the project budget. With support from this specialist, the IPMO
will be responsible for coordinating the implementation of the plan and will assign a social official
to coordinate the implementation of SDGAP. The local units of Women’s Federation will also
participate in the implementation of the SDGAP.
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Monitoring and evaluation

99. Monitoring and reporting on SDGAP implementation progress is a requirement. Reports
will be incorporated in the overall project progress report and will be submitted to ADB on a
semiannual basis. A reporting matrix sample form is provided in the in Appendix 8. Sex-
disaggregated data will be collected across subprojects. BPMO and EPMO will also appoint staff
as focal point for SDGAP implementation and monitoring in its level.
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IX. PERFORMANCE MONITORING, EVALUATION, REPORTING, AND

COMMUNICATION

A. Project Design and Monitoring Framework (Tranche 1)

Impact the Investment Program is aligned with:
Sustainable economic development and shared prosperity for CAREC region achieved?.

Project Results

Performance Indicators with Targets and

Data Sources or

living conditions in
areas along the
IMAR—-Mongolia
border improved

women (2018 Baseline: 950¢; 30%) (RFI A)

b. Mongolian patients reception at the
Hospital increased by 100% (2018
baseline: 2,150) (RFI B)

c. Annual income® of poor households from
poverty alleviation program increased by
CNY 10,000/year

(2018 baseline: 0)

b. Hospital records and
annual reports

c. Tripartite agreements
and lamb purchasing
receipts

Chain Baselines Reporting Mechanisms Risks
Outcome By 2027:
Sustainable a. 1,500 additional jobsP created in Erenhot | a. Annual statistics by External
economic and Mandula Ports, at least 40% of Bureau of Statistics, market and
opportunities and employment opportunities are taken up by IMAR Government economic

factors cause
slow economic
growth and
cross-border
trade

Outputs

1. Sustainable
infrastructure for
cross-border
connectivity
improved

By 2026:

la. New smart port with one-stop
inspection system established and
operated at Erenhot Port

(2018 baseline: 0)

1b. New logistics park with international
logistics parking service area constructed
and operated at Mandula port

(2018 baseline: 0)

1c. Customs inspection center established
and operated at Mandula port
(2018 baseline: 0)

1d. At least 550 jobs® generated by Erenhot
and Mandula Ports subprojects
(2018 baseline: 0)

le. 86 sets of advanced medical equipment
purchased for the Hospital to replace
outdated equipment in the departments of
radiology and laboratory, emergency center
and operatioing rooms (2018 baseline: 0)

la—e. Semiannual
progress reports and
Tranche 1 project
completion report by the
executing agency and
implementing agencies

2. Ecological
environment in
key border
towns improved

2a. Coverage area of protective forest in
Erenhot-Zamyn Uud ECZ increased by
35.5 hectares (2018 baseline: 0)

2b. Garbage collection and transfer system
established in Erenhot-Zamyn Uud ECZ
(2018 baseline: 0)

2a—c. Semiannual
progress reports and
Tranche 1 project
completion report by the
executing agency and
implementing agencies

Frequent staff
changes cause
delay in
approval of
project
implementation
plans and
funds
disbursement




Project Results

Performance Indicators with Targets and

Data Sources or

Chain Baselines Reporting Mechanisms Risks

2c. Sanitation intelligent cloud service
platform operated in Erenhot (2018
baseline: 0)

Income- 3a. At least 10 SMEs provided with credits 3a. Subloan agreement

generating from the financial intermediation loan

opportunities annually (2018 baseline: 0)

expanded
3b. At least 20% of SMESs receiving 3b-d. Semiannual
financing from the selected financial progress reports and
intermediary banks owned or led by Tranche 1 project
women' (2018 baseline: 4%, women owned | completion report by the
or led SME borrwers in IMAR) (RFI C) executing agency and

implementing agencies

3c. At least 20 new SMEs receiving
business development services (2018
baseline: 0)
3d. At least 30% of SMEs receiving
business development services are owned
or led by women (2018 baseline: 0)
3e. At least 2,000 poor households 3e. Tripartite agreements | External
participated in decision making and market
implementation of the PAP, including at instability

least 50% of current poor women-headed
households (2018 baseline: 0)

3f. At least 100 jobs (including short-term
jobs) provided to the poor households
annually starting from 2020 (2018 baseline:
0)

3g. Animal quarantine station established in
Mandula Port (2019 baseline: 0)

3f-g. Semiannual
progress reports and
Tranche 1 project
completion report by the
executing agency and
implementing agencies

Cross-border
mechanisms,
technical project
management
and institutional
capacity
strengthened

4a. Improved skills and knowledge on
regional cooperation and services, project
management, safeguards, and gender
issues provided to at least 250 government
officials, of whom at least 40% are women
(2018 baseline: 0)

4b. At least 200 medical professionals such
as managers, doctors, and nurses at least
50% of whom are women, participate in on-
site job training, report improved skills in
diagnosis, treatment, ward mangement,
hospital operation, and operation of
upgraded medical equipment

(2018 baseline: 0)

4c. Quarterly coordination meeting
conducted between two ADB projects for
Erenhot-Zamyn Uud ECZ (2018 baseline:
0)

4a—b. Semiannual
progress reports and
Tranche 1 project
completion report by the
executing agency and
implementing agencies

Capacity
development completion
reports

Training participants’
survey reports

4c. Meeting minutes

causing mutton
price
decreasing
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Key Activities with Milestones

1. Sustainable infrastructure for cross-border connectivity improved

1.1.
1.2.
1.3.
1.4.
1.5.
1.6.

Detailed design completed by Q1 2021;

Advertisement by Q2 2021;

Complete bidding process by Q4 2021;

Procurement of medical facilities of the Hospital in Erenhot completed by Q4 2022;
Functions of smart port facilities and systems in Erenhot Port confirmed by Q1 2027; and
Construction of logistics park facilities and buildings in Mandula Port completed by Q1 2027.

2. Ecological environment in key border towns improved

2.1.
2.2.
2.3.
2.4.
2.5.

Detailed design completed by Q1 2021,

Advertisement by Q2 2021;

Complete bidding process by Q4 2021,

Protective forest in the Erenhot-Zamyn Uud ECZ completed by Q1 2027; and

Functions of sanitation intelligent cloud service platform operated confirmed by Q1 2027.

3. Income-generating opportunities expanded

3.1.
3.2.
3.3.
3.4.
3.5.
3.6.

3.7.
3.8.
3.9.

Onlending to selected qualified SME subborrowers completed by Q1 2027,

Detailed design completed by Q4 2020;

Advertisement starts from Q1 2021,

Complete bidding process by Q3 2021;

Carry out the Poverty Alleviation Program by Q1 2027;

Carry out the stud sheep breeding program, recruit embryo transplantation service providers and
sign sheep farming service contracts with local farmer households by Q1 2027;

Upgrading sheep farming bases by Q3 2024;

Establishment of product traceability and management system by Q3 2024; and

Construction of quarantine station facilities completed by Q1 2027.

4. Cross-border cooperation mechanisms, technical project management, and institutional
capacity strengthened

4.1.
4.2,
4.3.

4.4,

Carry out annual RCI International Workshops and share project experience by Q1 2027;

Carry out technical and project management training workshops by Q1 2027;

On-site job trainings to the Hospital Management, doctors, and nurses (all relevant female staff)
on upgraded medical equipment operation, diagnosis, treatment skills, ward management, and
hospital operation by Q1 2027; and

Carry out capacity building activities by Q1 2027.

Project Management Activities

aghrwnhpE

© N

Recruit and manage program start-up consultants by Q3 2021;

Recruit and manage program implementation consultants by Q3 2027;

Develop and maintain the program performance monitoring system by Q3 2027,

Ensure timely delivery of regular progress reports by Q3 2027,

Carry out annual review missions, mid-term review mission and completion review mission by
Q3 2027,

Submit project audited financial statements by Q2 2027;

Submit entity financial statements (Fls and PIEs) by Q3 2027; and

Prepare and submit project completion report for Tranche 1 in Q3 2027.
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Inputs

ADB: €166.53 million (ordinary capital resources)

Government: €115.35 million

Private-owned Enterprise: €42.16 million

Financial intermediaries: €21.11 million

Assumptions for Partner Financing

None.

ADB = Asian Development Bank, CAREC = Central Asia Regional Economic Cooperation, ECZ = economic

cooperation zone, IMAR = Inner Mongolia Autonomous Region, PIEs = project implementing entities, Q = quarter, RCI

=regional cooperation and integration, RFI = results framework indicator, SMEs = small and medium-sized enterprises.

a ADB. 2017. CAREC 2030: Connecting the Region for Shared and Sustainable Development. Manila.

b 1,000 skilled and 500 unskilled employment during the operation phase.

¢ The baseline of 950 jobs comprises the current jobs at Erenhot and Mandula ports, including port staff and business
employees. Jobs to be created will be mainly from ECZ and BCPs for skilled and unskilled positions, based on further
increase in trade and improved living conditions in IMAR.

4 Income increase for poor households is generated directly from participating in the PAP by raising ewes and selling
lambs to Xiaoweiyang.

¢ Including 125 skilled and 425 unskilled employment during project construction.

f SMEs owned or led by women are defined as: enterprises with majority ownership by one or more women; or

enterprises where senior management responsibility is held by one or more women.

Contribution to the ADB Results Framework

RFI A: Jobs generated. Excepted: 1,500 (40% female).

RFI B: Reduced health risks through regional public goods. Expected: Mongolian patients reception in the hospital in
Erenhot increased to 4,300.

RFI C: Loan accounts opened by SMES owned or led by women or end-borrowers reached by SMES owned or led by
women. Excepted: 20 SMEs owned or led by women.

Source: Asian Development Bank.

B. Monitoring
1. Project performance monitoring.#

100. To monitor the progress of the project in achieving the planned outcome and outputs, the
IPMO will establish PPMS after the project implementation starts (after three months after the
loan effectiveness) and will maintain accordingly. The basis for project performance monitoring
and reporting will be the DMF, which identifies performance targets for the outcomes and outputs
of the project. It will be designed to permit adequate flexibility to adopt remedial action regarding
project design, schedules, activities, and development impacts. The PPMS will cover the following
aspects of the project implementation: (i) project physical and financial progress; (ii) progress and
results of institutional capacity development; (iii) implementation of EMP; (iv) implementation of
SDGAP; (v) implementation of ESMS for financial intermediation loan, and (vi) compliance with
loan covenants (policy, financial, economic, safeguard, sector, and others). The IPMO, EPMO,
BPMO and DPMO, Fls, and PIEs agreed and confirmed that they will (i) establish the PPMS within
three months after the loan effectiveness; (ii) recruit the individual consultants and PICs before
the loan effectiveness to facilitate the project start-up and provide consulting service as described
in Appendix 4; (iii) confirm that targets are achievable; and (iv) develop recording, monitoring and
reporting arrangements.

101. With inputs from EPMO, BPMO and DPMO, PIEs, FIs and other stakeholders, the IPMO
will prepare the project progress report semiannually. Disaggregated baseline data for output and
outcome indicators gathered during project preparation will be updated and reported in the
semiannual reports and after each ADB review mission. At the start of project implementation,

21 ADB's project performance reporting system is available at
http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool



http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool
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with the support of PICs, the IPMO and ADB will develop integrated PPMS procedures to generate
data systematically on the inputs and outputs, as well as the indicators to be used to measure the
project’s impact and outcome taking into account the project scope.

102. PAP Sustainability and Performance Evaluation. Xiaoweiyang will remain this PAP to
be established, fully and effectively operated throughout the entire duration of the project
implementation until the ADB loan has been repaid in full (25 years). During the entire
implementation period, Xiaoweiyang will provide technical support to the poor and/or low-income
households (HHs) and scaled HHs/cooperatives, including breeding services, quarantine and
anti-epidemic control, sheep farming technical training and other necessary support as found
during the implementation period, to minimize the risks of all parties. The progress of PAP
implementation will be reported semiannually through project progress reports and submitted to
ADB through the Government of IMAR.

103. The Government of IMAR will evaluate the performance of the implementation of PAP,
after the completion of each implementation phase (5 years), until the ADB loan has been repaid
in full. The objectives of evaluation will include but not limited to: (i) analysis of performance and
poverty alleviation impacts; (ii) assess how and what the implementation mechanism contributing
to poverty alleviation; (iii) make clear conclusion on necessity of the next round implementation
and specific recommendations on the next round implementation arrangement if necessary,
including the selection criteria of poor HHs and scaled HHs/cooperatives.

104. Inthe event that the PAP is discontinued, for any reason whatsoever, at any time during
the implementation of the Investment Program until the ADB loan has been repaid in full, the
Government of IMAR will cause Xiaoweiyang to immediately repay all amounts and charges
outstanding and due to the Government of IMAR.

2. Compliance monitoring

105. The IPMO, with the assistance of the EPMO, BPMO and DPMO, PIEs, Fls and PICs wiill
conduct compliance monitoring, submit periodic (semiannually) reports to ADB concerning the
use of the loan proceeds, project implementation, project implementation performance, and
compliance of loan and project covenants. The compliance status of loan and project covenants
will be reported and assessed through semiannual project progress reports. ADB review missions
will verify the status.

3. Safeguards monitoring

106. Environment. Three types of environment safeguard monitoring will be conducted under
the EMP: compliance monitoring, internal monitoring, and external monitoring. The environmental
monitoring program, including roles, responsibilities, monitoring frequency and variables, is
described in Section D of the EMP. ADB and the PMOs will monitor the status of EMP
implementation through: (i) semiannual project progress reports and semiannual environmental
safeguard monitoring progress reports to ADB; and (ii) review missions. EMP implementation will
be coordinated by the IPMO environment officer, supported by the EPMO and BPMO, project
municipal and county Ecology and Environment Bureau (EEBs), and PICs, to ensure overall
compliance of all relevant agencies with the EMP.

107. Social Safeguard. The respective PMOs will ensure timely submission of semiannual
internal monitoring reports to ADB in accordance with the agreed resettlement plan and
resettlement framework. A post-evaluation report will also be submitted to ADB. For the FIL
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component, semi-annual ESMS monitoring reports will be submitted to ADB for review and
disclosure on the ADB website.

108. Gender and social dimensions monitoring. In accordance with the ADB’'s PPMS
requirement, a monitoring and evaluation plan of gender and social poverty impacts of the project
will be developed during the implementation. Actions and indicators in the SDGAP will be
monitored on a continuous basis and included in the PPMS. SDGAP implementation will be
reported semiannually as part of project reporting.

C. Evaluation

109. The executing agency, implementing agencies, and ADB will undertake annual review
missions to evaluate the progress of project implementation. The executing agency, implementing
agencies, and ADB will undertake a comprehensive midterm review two years after the start of
project implementation to have a detailed evaluation of the scope, implementation arrangements,
safeguards, achievement of scheduled targets, and progress on the regional cooperation and
institutional capacity building measures. Feedback from the PPMS activities will be analyzed.
Within six months of physical completion of each tranche, the executing agency will submit a
project completion report per tranche to ADB.??

D. Reporting

110. The executing agency, through IPMO, will provide ADB with (i) semiannual progress
reports in a format consistent with ADB's project performance reporting system (template is
attached in Appendix 6); (ii) consolidated annual reports including (a) progress achieved by output
as measured through the indicator's performance targets, (b) key implementation issues and
solutions, (c) updated procurement plan, and (d) updated implementation plan for the next 12
months; and (iii) a project completion report within 6 months of physical completion of the project.
To ensure that subprojects will continue to be both viable and sustainable, project accounts and
the executing agency audited financial statement together with the associated auditor's report,
should be adequately reviewed.

111. The Government of IMAR has agreed on the following reporting commitments:
No. Report Timing Reference Remarks

1. Semiannual project progress Semiannually (January, July) Proiect agreement Template in
reports ) 9 Appendix 6
2. Semiannual environmental
monitoring reports
» During the » Semiannually (January, July) Proiect agreement Template in
construction period ) 9 Appendix 7
» During the » Annually (January)
operation period
3. Semiannual social Semiannually (January, July) Proiect agreement Template in
monitoring reports ) 9 Appendix 8
4.  Semiannual ESMS progress Semiannually (January, July) . Template in
monitoring reports Project agreement Appendix 9

5. Project audited financial Not later than 6 months after the closure

statements of fiscal year Project agreement

22 Project completion report format is available at: http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-
Sector-Landscape.rar
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http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-%20%20Sector-Landscape.rar

55

6.  Entity audited financial 1 month after the completion and their

statements (POE and FIs)  approval by relevant authorities (July) Project agreement

7. Project midterm report Three years after the project

implementation starts Project agreement

8.  Project completion reports  Not later than 6 months after the physical

(per tranche) completion of each tranche Project agreement

ESMS = environmental and social management system arrangement, FIL = financial intermediation loan, FIs = financial
intermediaries, POE = privately owned enterprise.
Source: Asian Development Bank.

E. Stakeholder Communication Strategy

112. The stakeholder communication strategy is designed to ensure: (i) a regular flow of reliable
project information, (ii) ownership over project outcomes and interest and/or willingness to take
advantage of the project benefits, (iii) inclusion of vulnerable groups in benefit distribution and
project implementation, and (iv) promotion of border area development.

113. Project information will be communicated through public consultation, information
disclosure mechanism in ADB’s and government’s website, meetings, interviews, focus group
discussions, community consultation meetings, and awareness campaigns in accordance with
ADB’s requirements of information disclosure policy.

114. Stakeholders include (i) project direct and indirect beneficiaries with a focus on small and
medium-sized business operators and employees of border trade related businesses; (ii) mass
organizations; (iii) ECZ and BCP management committees, and PIEs responsible for community-
level border social economic development, site management; (iv) private sector operators who
share an interest in the outcomes and/or impacts of the project; and (v) government agencies
having a role in implementation. The strategy serves to inform and support community
development, enhance government capacity to manage project outcomes, and enhance project
benefits while mitigating negative impacts.

115. Meaningful consultation for the project has been conducted during domestic
environmental impact assessment (EIA) and ADB's environment safeguard due diligence in
accordance with the PRC Interim Guideline on Public Consultation in EIA (2006) and ADB’s SPS
(2009). Public consultation will continue through pre-construction, construction and operation
stage as needed. Project information will be disclosed as follows: (i) the project EIA/IEEs will be
disclosed on ADB website; (ii) domestic EIAs will be disclosed on the websites of local
governments; and (iii) semiannual environmental, social and ESMS monitoring reports will be
disclosed on ADB and implementing agencies’ websites. All PIEs and Fls will establish a GRM to
address environment and social issues associated with the project.

116. Public disclosure of all project documents will be undertaken by the IPMO, EPMO, BPMO
and DPMO, and on ADB website including the project data sheet, design and monitoring
framework, IEE, and the report and recommendation of the president to the Board of Directors.
Disclosure of environmental, social and ESMS progress monitoring reports will be undertaken
during project implementation.
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X. ANTICORRUPTION POLICY

117. ADB reserves the right to investigate, directly or through its agents, any violations of the
Anticorruption Policy relating to the project.?® All contracts financed by ADB shall include
provisions specifying the right of ADB to audit and examine the records and accounts of the
executing agency and all project contractors, suppliers, consultants, and other service providers.
Individuals and/or entities on ADB’s anticorruption debarment list are ineligible to participate in
ADB-financed activity and may not be awarded any contracts under the project.?*

118. To support these efforts, relevant provisions are included in the loan agreement and
project agreement and the bidding documents for the project. The project design and
implementation arrangements provide for mitigating corruption risks. Risks associated with
project management will be mitigated by (i) training of the executing and implementing agencies’
staff in the procurement of civil works, goods, and services under the project; and (ii) periodic
inspection of contractors’ activities related to fund withdrawals and settlements by the executing
agency’s staff.

XI. ACCOUNTABILITY MECHANISM

119. People who are, or may in the future be, adversely affected by the project may submit
complaints to ADB’s Accountability Mechanism. The Accountability Mechanism provides an
independent forum and process whereby people adversely affected by ADB-assisted projects can
voice, and seek a resolution of their problems, as well as report alleged violations of ADB’s
operational policies and procedures. Before submitting a complaint to the Accountability
Mechanism, affected people should make an effort in good faith to solve their problems by working
with the concerned ADB operations department. Only after doing that, and if they are still
dissatisfied, should they approach the Accountability Mechanism.?®

XIl. RECORD OF CHANGES TO THE FACILITY ADMINISTRATION MANUAL

120. All revisions/updates during the course of implementation will be retained in this Section
to provide a chronological history of changes to implemented arrangements recorded in the FAM.

No. Description of Revision Date

1. Discussed during loan fact-finding mission September 2019
2. Discussed and agreed during loan negotiations 26 August 2020
3.

23 Anticorruption Policy: http://www.adb.org/Documents/Policies/Anticorruption-Integrity/Policies-Strategies. pdf
24 ADB's Integrity Office web site: http://www.adb.org/integrity/unit.asp
25 Accountability Mechanism. http://www.adb.org/Accountability-Mechanism/default.asp.



http://www.adb.org/Documents/Policies/Anticorruption-Integrity/Policies-Strategies.pdf
http://www.adb.org/integrity/unit.asp
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Appendix 1: Summaries of Tranche 1

Erenhot Subproject: Inner Mongolia Sustainable Cross-Border Development Investment
Program in Erenhot

A. Project description

1. Erenhot is a county-level city of the Xilin Gol League, in Inner Mongolia Autonomous
Region, located in the Gobi Desert along the People’s Republic of China (PRC)—Mongolia border,
across from the Mongolian town of Zamyn-Uud. The operation of the Erenhot highway port began
in 1992, but it was a mixed road used for both passenger and goods transport. The infrastructure
and inspection conditions were very simple then. To modernize Erenhot highway port, the
government expanded it in July 2000, greatly improving its customs clearance efficiency. An
agreement has been signed on 4 June 2019 for the Construction of Erenhot—Zamyn Uud
Economic Cooperation Zone (ECZ) between PRC and Mongolia.! Based on the agreement, both
sides will further promote the mutual supplement between PRC and Mongolia in economic
advantages, facilitate trade and investment and personnel exchanges, push ahead industrial
cooperation between the two countries, accelerate the regional development of the border areas
of the two countries, and benefit the border areas and the people of the two countries.

2. The purpose of this subproject is to establish inspection area in the PRC—Mongolia
Erenhot—Zamyn Uud ECZ, and improving living conditions of local and border towns in Mongolia.
This subproject includes five main activities as follows:
a) Activity 1. Inspection Area Construction for the PRC-Mongolia Erenhot-
Zamyn Uud ECZ, including (1) construction of inspection area; and (2)
establishment of smart port management platform; (3) construction of cross-border
economic cooperation center; (4) establishment of fencing, alarm and monitoring
system in the ECZ; (5) construction of clean energy heating and pipe network for
the ECZ;
b) Activity 2: Ecological Restoration for the PRC-Mongolian Erenhot-Zamyn
Uud ECZ, including (1) ecological protection greenbelt along the central axis,
including reclaimed water storage and irrigation facilities, and landscape lighting;
and (2) ecological protection greenbelt along roadsides, including reclaimed water
storage and irrigation facilities;
c) Activity 3: Waste Collection and Transfer Station in ECZ, and Sanitation
Intelligent Cloud Platform in Erenhot, including (1) construction of one waste
collection and transfer station, (2) procurement of supporting facilities, and (3)
establishment of sanitation intelligent cloud platform;
d) Activity 4: Upgrading Medical Equipment for the Erenhot International
Traditional Chinese and Mongolia Medicine Hospital (PRC-Mongolia
International Hospital in Erenhot), including procurement of 86 sets of medical
equipment and facilities;
e) Activity 5: Institutional capacity building and strengthening.

1 Ministry of Commerce People's Republic of China. 2019. Chinese and Mongolian Governments Signed an Agreement
on the Construction of the Erenhot-Zamin-UUd Economic Cooperation Zone. 5 June.
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Table 1-1: Summary of Each Activity

No. |

Item

| Amount

| Unit |

Remarks

a) Inspection Area Construction for the PRC-Mongolian Erenhot-Zamyn Uud ECZ

a.l. Construction of inspection area
1. Joint inspection building 26,877 m?
2. Inspection center 4,000 m?
3. Supporting service building 2,000 m?
4, Road hardening 294,300 m?
5. Greening area 110,550 m?
6. Fence 4,800 m?
a.2. Establishment of smart port management platform
Border immigration inspection and examine
1. X . ) gy 14 Set
system, information equipment and facilities
Customs inspection and examine system,
2. . . . s 11 Set
information equipment and facilities
3 One-stop inspection_ passenger channels for 10 Channel | 5 for entry and 5 for exit
border and customs inspection
4, One-stop inspectior_1 freight channels - for 12 Channel | 6 for entry and 6 for exit
border and customs inspection
a.3. Construction of PRC—Mongolian Regional Cooperation Center
5. PRC-Mongolian Regional Cooperation Centre | 20,000 m? Floor area
6. Greening 7,560 m?
7. Parking lots 4,550 m?
8. Road hardening 18,000 m?
9. Fencing wall 458 m
a.4. Fencing, alarm and monitoring system in PRC-Mongolian ECZ
Fence and alarm monitoring system in PRC-
L Mongolian ECZ 13.5 km
2. Alarm system and installation 2 Set Equipment
3. Monitoring system and installation 2 Set
4. Wrought iron fence and installation 4,500 Piece
a.5. Clean energy heating and pipe network for the PRC-Mongolian ECZ
1. Electrode boiler 2 No. Capacity: 4 MW
. . 2,270 ms3, with a total
2. \-/rvg?;nglilstﬁtbolﬁ)gr)e tank (hot water, including 1 No. thermal storage capacity of
72,000 kWh
3. Heating supply station 1,638 m? Height: 4.5 m
4 Electricity su_pply, other associated equipment Multiple Set
and automatic control system
5. Welded steel pipes DN450 1,290 m Heating supply pipelines
6. Welded steel pipes DN500 1,324 m Heating supply pipelines
7. Welded steel pipes DN600 3,080 m Heating supply pipelines
8. Welded steel pipes DN700 2,564 m Heating supply pipelines
9. Welded steel pipes DN800 1,054 m Heating supply pipelines
b) Ecological Restoration for the PRC-Mongolian Erenhot-Zamyn Uud ECZ
Green belt along the central axis, reclaimed
1. water storage and irrigation facilities, and 20.5 ha
landscape lighting
Green belt along the roadsides, reclaimed
2. T L 15 ha
water storage and irrigation facilities
c) Waste Collection and Transfer Station in ECZ, and Intelligent Cloud Platform in Erenhot
Floor area.
1. A waste compression and transfer station 320 m? Daily capacity: 18.2
tons/day




Appendix1 59

No. Item Amount Unit Remarks

2 Vertical compression equipment 1 Set Compressing capacity: 60
tons/day

3. Video surveillance system 1 Set

4. Deodorization system 1 Set

5 High-pressure cleaner 1 Set

6 Central control system 1 Set

7 Sanitation intelligent cloud platform service 1 Set

system

8. Cleaning tools and facilities 78 Set Besom, shovel, reflective
vests, etc.

9. Garbage bin 150 No. 240 L

10. | Intelligent garbage classification dustbin 5 No. 6 md

11. | Side-loader waste collection vehicle 3 No. Capacity: 3 tons

12. | Cargo for transporting recyclable waste 2 No. Capacity: 1.7 tons

d) Medical equipment upgrading for the Erenhot International Traditional Chinese and
Mongolian Medicine Hospital

1. Radiology medical equipment 5 Type 5 sets
2. Function section equipment 6 Type 7 sets
3. Laboratory equipment 5 Type 5 sets
4. Surgery/ Anesthesiology equipment 3 Type 4 sets
5. Plastic surgery equipment 4 Type 4 sets
6. Ophthalmology equipment 6 Type 6 sets
7. Otolaryngology equipment 3 Type 3 sets
8. Internal Medicine 9 Type 30 sets
9. Pediatrics equipment 7 Type 19 sets
10. | Equipment for the First Aid Center 1 Type 2 sets
11. | Equipment for the disinfecting supply room 1 Type 1 sets

ECZ = economic cooperation zone, ha = hectare, L= liter, KWh = kilowatt-hour, m = meter, m? = square meter, m3=
cubic meter, MW = megawatt.
Source: Domestic Feasibility Study Report, September 2019.

B. Institutional Arrangement

3. Erenhot Municipal Government (EMG) is the implementing agency for this subproject.
Erenhot Municipal Project Management Office (EPMO) has been established under the Erenhot
Development Reform Commission (EDRC) to carry out overall coordination and supervision of
subproject preparation and implementation in its level. Erenhot Yixin Urban & Rural Development
and Construction and Asset Management Co., Ltd (Yixin) has been assigned to act as PIE. A
project implementing unit (PIU) has been established inside the PIE to carry out the daily
implementation of this subproject. Roles and responsibilities of each agency have been identified
in Table 3 in this FAM.

4, During the preparation stage, EPMO has two staff, mainly for (1) facilitating the
interagency coordination, including municipal agencies, IPMO, transaction technical assistance
(TRTA) team and Design Institutes (DlIs), for the preparation and processing of Erenhot
Subproject; (2) collecting data as requested to facilitate due diligence that carried out by the TRTA
team. However, the current staff does not have ADB or other foreign-funded project
implementation experience. Furthermore, it lacks procurement staff and financial management
staff. The institutional management risk for EPMO is medium before mitigation measures.
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C. Innovations

5. During the preparation period, ADB has emphasized the importance of project
sustainability and climate change adaptation and mitigation measures to be included in the project
designs. TRTA consultants, DlIs, IPMO, EPMO and project implementing entity (PIE) conducted
intensive discussions to improve the project designs, including innovations, to achieve and/or
amplify the project benefits. Table 1-2 summarizes the innovative practices that will be included
in the Erenhot Subproject.

Table 1-2: Innovations under Erenhot Subproject

Innovative
Outputs Activities technology or Remarks
business model
Smart port
management This system is able to conduct analyses
* One-stop automatically on the number of customs clearance
inspection system vehicles through video surveillance and algorithm
combined with the software;
intelligent vehicle
queuing system;
* Smart cargo This system will shorten the customs clearance time
inspection system; from 6 minutes to 2.5 minutes per freight cargo;
Output 1: Inspection *  Smart This system will shorten the customs clearance time
Sustainable area passenger car from 5 minutes to 2 minutes per passenger car; and
infrastructure construction inspection system;
cross-border for the PRC- |+ Smart This system will shorten the customs clearance time
connectivity Mongolian passenger from three minutes to one minute per passenger.
and health Erenhot- inspection system.
services Zamyn  Uud | Heating storage This system enables heating storage during off-peak
improved ECZ through electrical electricity consumption period and to be used during
boiler system and the peak period;
supply to ECZ The system solves the wind curtailment issues as it
from clean energy mainly occurred at night during the off-peak time;
by applying off- and
peak electricity It is estimated that the system can reduce the use of
generated from standard coal by 2008 tons/year, which is equivalent
wind power to 5,000 tons/year of CO2 emission reduction, as well
as reduce the emission of dust, SOz, NOx by 1.61,
3.62 and 6.43 tons/year, respectively.
Precision Drip Reclaimed water will be applied for irrigation;
Irrigation System The amount of water in the soil will be measured via
(PDIS) using sensors that are placed on certain points of the area
sensor network to be irrigated;
technology PDIS will save 65% of water compared with the
integrated with a conventional irrigation methods;
Ecological mobile application High efficig:ncy with water, time and engrgy-saving
Output 2: restoration for for remote water and redycmg the workforce can be achieved; a_md
Ecological the PRC- application PDIS \{v]II cgntrlbute to climate change adaptation
environment in Mongolian management and mitigation.
key border Erenhot- Efficient fertilizer Precise amount — fertigation with drip irrigation
towns and water use allows precise and targeted application of water and
. Zamyn Uud " )
improved ECZ through the fertilizers, to the root system;
adoption of Precise timing — nutrients can be applied at the time
fertigation they are needed by the seedlings and/or trees; and
technology Precise rates of fertilizers and better nutrient

availability and uptake efficiency.

Application of
solar energy
powered LED light

Eco-friendly since it runs on solar energy;
Easy to install;
Does not need any oils or chemicals to operate; and
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collection and
transfer station
in ECZ, and
sanitation
intelligent
cloud platform
in Erenhot

Innovative
Outputs Activities technology or Remarks

business model

pest bug zapper Needs very little maintenance.

lamp

Native drought- Minimize water loss and maximize water uptake by

resistant choosing native adapted and tolerated plants;

seedlings for local Improving living conditions to local people by

forestation and forestation, and protect them from sandstorm impact;

ecological and

restoration Provide protection to the transport system and urban
area from sandstorm impact, in addition to the
expansion of climate change adaptation and
mitigation.

Waste Introducing “smart Sensor activated smart bins will indicate if the bins

bins” for garbage
collection and
recycling

are full and help for planning the collection services,
which will help to improve the sanitation conditions of
local communities; and

Educating local people on the waste recycling by
providing incentives (earning credits by proper
garbage separation, and using credits to exchange
daily necessities, i.e., soap, toilet paper, towels and
eco garbage bags)

Sanitation
Intelligent Cloud
Platform

The platform will collect information of “smart bins”
through sensors and plan collection routine for the
waste collection vehicles;

Visualized screen of the platform and easier for
monitoring;

Improving working efficiency of sanitation workers
and reduce transportation cost; and

Reduce labor cost and management cost.

CO:2 = carbon dioxide, ECZ = economic cooperation zone, LED = light-emitting diode, NOx = nitrogen oxides, PRC =

People’s Republic of China, SOz =

sulfur dioxide.

Source: TRTA consultants, September 2019.

D. Costs and Financing

6. The total cost of the Erenhot Subproject will be €156.96 million of which €77.13 million will
be funded by the ADB in Tranche 1, the EMG will finance the domestic counterpart fund.

Table 1-3: Cost Estimates by Expenditure Category

CNY million € million % of % of
No. Item Foreign Local Foreign Local Total Base Total
Exchange Currency Exchange Currency Cost Cost Cost
A. Base Cost
1. Civil Works 180.90 542.70 723.60 22.18 66.53 88.71 65% 57%
Goods (Equipment &
2. Materials) 169.16 42.29 211.45 20.74 5.18 25.92 19% 17%
3. Capacity Building 6.41 0.00 6.41 0.79 0.00 0.79 1% 1%
Land Acquisition and
4. Resettlement 0.00 48.49 48.49 0.00 5.94 5.94 4% 4%
Project Management
5. Fee 0.00 127.27 127.27 0.00 15.60 15.60 11% 10%
6. Working Capital 0.00 0.00 0.00 0.00 0.00 0.00 0% 0%
Sub-total (A) 356.47 760.75 1,117.22 43.70 93.27 136.97 100% 87%
B. Contingencies
1. Physical 28.52 60.86 89.38 3.50 7.46 10.96 8% 7%
2. Price 16.27 50.18 66.45 1.99 6.15 8.15 6% 5%
Sub-total (B) 44.79 111.04 155.83 5.49 13.61 19.10 14% 12%
C. Financing Charges during Implementation
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Interest during

1. construction 5.04 0.00 5.04 0.62 0.00 0.62 05% 0.4%
2. Commitment charges 2.20 0.00 2.20 0.27 0.00 027 02% 0.2%
Sub-total (C) 7.25 0.00 7.25 0.89 0.00 089 0.6% 0.6%
Total Project Cost
(A+B+C) 408.50 871.79 1,280.30 50.08 106.88 156.96 115% 100%
Source: Asian Development Bank estimates.
Table 1-4: Cost Estimates by Financier (€ million)
ADB Government
No. Item Total Costs % of Cost % of Cost
Amount Amount
Category Category
A. Base Cost
1. Civil Works 88.71 57.20 64.5% 31.51 35.5%
2. Goods (Equipment & Materials) 25.92 19.15 73.9% 6.77 26.1%
3. Capacity Building 0.79 0.79 100.0% 0.00 0.0%
4. Land Acquisition and Resettlement 5.94 0.00 0.0% 5.94 100.0%
5. Project Management Fee 15.60 0.00 0.0% 15.60 100.0%
6. Working Capital
Sub-total (A) 136.97 77.13 56.3% 59.83 43.7%
B. Contingencies
. Physical 10.96 0.00 0.0% 10.96 100.0%
2. Price 8.15 0.00 0.0% 8.15 100.0%
Sub-total (B) 19.10 0.00 0.0% 19.10 100.0%
Financing Charges During
C. Implementation
1. Interest during construction 0.62 0.00 0.0% 0.62 100.0%
2. Commitment charges 0.27 0.00 0.0% 0.27 100.0%
Sub-total (C) 0.89 0.00 0.0% 0.89 100.0%
Total Project Cost (A+B+C) 156.96 77.13 49.1% 79.83 50.9%
% of Total Project Cost 100% 49.1% 50.9%
Source: Asian Development Bank estimates.
Table 1-5: Cost Estimates by Year (€ million)
Item Total Cost 2021 2022 2023 2024 2025 2026
A. Investment Costs
1. Civil Works 88.71 13.85 17.44 20.13 14.38 15.11 7.80
2. Goods (Equipment & Materials) 25.92 - 23.35 2.57 - - -
3. Capacity Building 0.79 0.35 0.21 0.14 0.03 0.03 0.02
4. Land Acquisition and Resettlement 5.94 4.42 1.53 - - - -
5. Project Management Fee 15.60 3.49 3.05 2.87 2.74 1.88 1.57
6. Initial Working Capital - - - - - - -
Total Base Cost (A) 136.97 22.12 45.58 25.71 17.15 17.02 9.39
B. Contingencies - - - - - - -
1. Physical Contingency 10.96 1.77 3.65 2.06 1.37 1.36 0.75
2. Price Contingency 8.15 0.43 1.68 1.55 1.44 1.82 1.23
Sub-total (B) 19.10 2.20 5.33 3.61 2.81 3.18 1.98
C. Financing Charges During
Implementation - - - - - - -
1. Interest During Implementation 0.62 0.00 0.03 0.09 0.14 0.17 0.19
2. Commitment Charges 0.27 0.06 0.10 0.06 0.04 0.02 0.00
Sub-total (C) 0.89 0.06 0.13 0.15 0.17 0.18 0.19
Total Project Cost (A+B+C) 156.96 24.37 51.04 29.48 20.13 20.38 11.56

Source: Asian Development Bank estimates.
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E. Fund Flow Diagram

7. The Government of IMAR will make available to EMG the proceeds of the Loans provided
for the purpose of carrying out the project as stated in the Project Agreement and this FAM, with
terms and conditions satisfactory to ADB. The fund flow for this subproject is presented below.

ASIAN DEVELOPMENT BANK

to

I I
People’s Republic of China
(Ministry of Finance) I

P

Lending to PRC:
Loan Agreement

LIBOR-based rate, 25 years
with 6-year grace period

Relending to IMARG:
Relending Agreement
LIBOR-based rate, 25 years
with 6-year grace period

Py 4

An advance account

will be established and .
maintained by IDOF (Department of Finance)

£

Inner Mongolia Autonomous Region Government

Relending to EMG:
Relending Agreement

LIBOR-based rate, 25 years
with 6-year grace period

I I
l l
Project Municipal Government (Erenhot)

‘ (Municipal Bureau of Finance)

A separate account will be
established exclusively for

L

!

<----..-..

the Project - |
- PIE: Yixin
Yy v ;
Contractors, Suppliers, Service providers |[«d---=----

—> Loan, Relending and on-lending arrangements
------ P Indicative ADB loan fund flow

——P» Indicative cou nterpart funds flow

— - —Jp» Repayments

-_ _> Flow of Invoices or withdrawal applications and reimbursement requests

ADB = Asian Development Bank, EMG = Erenhot Municipal Government, IDOF = Inner Mongolia Autonomous Region
Department of Finance, LIBOR = London interbank offered rate, PIE = project implementing entity, PRC = the People’s
Republic of China, Yixin = Erenhot Yixin Urban & Rural Development and Construction and Asset Management Co.,
Ltd.

* ADB Funds from the Advance Account to/through the EMG are through reimbursement.
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Source: Asian Development Bank.

F. Procurement Plan

F.1. ADB financed contract packages

Goods, Works, and Nonconsulting Services

Package Estimated Procureme Biddin Advertisement
9 General Description Review g Date  (quarter, | Comments
No. value ($) nt method procedure year)
. Advertising: National
Erenh(?t ) _In_spectlon Number of contracts: 1
center: 1) a building area Prequalification of bidders: No
ECW1-1 of 4,000 m2 2) an 3,641,829 ocB Prior 1S1E Q2, 2021 q . )
- - h Advance contracting: No
auxiliary building with floor o )
> Bidding document: Works
area of 2,000 m .
E-procurement: No
Erenhot inspection area - —— .
infrastructure for the North Advertising: Natlonal.
. L Number of contracts: 1
Plaza, including: 1) Roads Prequalification of bidders: No
ECW1-2 and pipeline network | 25,554,945 ocCB Prior 1S1E Q2, 2021 q L )
2. Advance contracting: No
cover 162,000 m?* 2) O )
. 5. Bidding document: Works
Greening 49,700 m?; 3) E-procurement: No
2,500 m fences P i
Erenhot inspection area - Advertising: National
Infrastructure  for  the Number of contracts: 1
South Plaza. 1) Roads Prequalification of bidderS' No
ECW1-3 and pipeline network | 21,478,698 ocB Prior 1S1E Q1, 2022 S ’
2. Advance contracting: No
cover 132,300 m* 2) Bidding document: Works
greening 60,800 m?, 3) : N
2.300 m fences E-procurement: No
Advertising: International
Number of contracts: 1
Prequalification of bidders:
EG2-1 Ef::oémémimsi‘gm Port | 15 160,863 ocB Prior 1S1E Q2, 2021 Yes
g Y Advance contracting: No
Bidding document: Goods
E-procurement: No
Advertising: National
PRC-Mongolia Regional E:Jemﬁglrif?cfact(i)onr:rgf tbsi:déers No
ECW3-1 Cooperation Center, with | 17,118,829 OCB Prior 1S1E Q3, 2021 q L )
2 Advance contracting: No
a floor area of 20,000 m A~ .
Bidding document: Works
E-procurement: No
Erenhot - Ecological Advertising: National
protection greenbelt along Number of contracts: 1
the central axis, including Prequalification of bidders: No
reclaimed water storage Post Advance contracting: No
ECW5-1 and irrigation facilities, 9,295,902 ocB (sampling) 1S1E Qs, 2023 Bidding document: Works
and landscape lighting, E-procurement: No
covers an area of 24.49
ha
Erenhot - 1) one waste Advertising: Natlonall
- Number of contracts: 1
collection and  transfer Post Prequalification of bidders: No
ECW6-1 station; 2) supporting 712,614 ocCB ) 1S1E Q3, 2024 q - )
! L (sampling) Advance contracting: No
facilities; and 3) sanitation P .
. : Bidding document: Works
intelligent cloud platform .
E-procurement: No
Lot 1: Advertising: International
4,494,479 Number of contracts: 7
86 sets of medical Lot 2: Prior for Prequalification of bidders: No
equipment and facilities 2i2{035,3 Lots 1 and g%\/cjai‘r?cedggzngcrﬂr%o’\c‘)%s
EG4-1 for PRC-Mongolia y ocCB 2, Post 1S1E Q2, 2021 9 TN
. . . 1,085,323 : E-procurement: No
International Hospital in . (sampling)
Erenhot Lot 4: for Lots 3-7
830,973
Lot 5:
210,995
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Goods, Works, and Nonconsulting Services
. - Advertisement
Package General Description Estimated Procureme Review Bidding Date (quarter, | Comments
No. value ($) nt method procedure year)
Lot 6:
534,713
Lot 7:
43,355
F.2. Non-ADB financed contract packages
Goods, Works, and Nonconsulting Services
. Estimated
General Description Estlmated_ Value No. of Procurement Comments
(cumulative, $) c Method
ontracts
Erenhot:  Inspection area: Joint Financed by
Inspection center (floor area of 20,000 19,420,920 1 ocCB counterpart funds of
m?) EMG
Erenhot - Regional cooperation center Advertising planned:
- Enclosed fencing, alarm and 3,910,154 1 ocCB Q1, 2020- Q4 2025
monitoring system Advertising: National
Erenhot - Regional cooperation center P_requalification of
- clean energy heating supply and 7,980,985 1 oCB bidders: No
network Domestic
preference
applicable: No
Erenhot - Greening - Windbreak forest Advance
along the highway, covering an area of 3,324,926 1 OCB contracting: No
15.05 ha Bidding document:
Works
E-procurement: Yes
EMG = Erenhot Municipal Government, OCB = open competitive bidding.
G. Environmental Safeguard
8. Potential environmental impacts resulting from Erenhot Subproject have been identified in

the IEE and mitigation measures have been proposed. It is concluded that the Subproject will not
lead to significant adverse environmental impacts that are irreversible, diverse, or unprecedented.
Its impacts to the biological environment during both the construction and operational phases can
be reduced or eliminated to acceptable levels by implementing the proposed mitigation measures
and by following the environmental management plan (EMP) developed for the subproject. The
EMP and legal assurances reflected in the project and loan agreement will ensure that the
mitigation measures are implemented in an appropriate institutional framework and are supported
through comprehensive training, monitoring and reporting arrangements.

H. Environmental Management Plan

9. An EMP was de