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EXECUTIVE SUMMARY: EPRC PROJECT QUARTERLY PERFORMANCE
REPORT (JANUARY — MARCH 2004)

This Quarterly Performance Report (QPR) for the Economic Policy Reform and Competitiveness Project
(EPRC) activity covers the period from 1 January through 31 March 2004.

The EPRC contract is a core activity of USAID/Mongolia to support the Mission’s Strategic Objective 1,
Accelerate and broaden sustainable, private sector-led economic growth and its Intermediate Results:
Improved enabling environment for private sector growth (R 1.1) and More competitive industries and
sectors (IR 1.2). EPRC will contribute to two broad, interrelated project goals:

1. Accelerate and degpen the policy reform processin Mongolia
2. Promote increased competitiveness in the Mongolian economy.

The relationship between the Mission’s strategic framework and the EPRC activity is summarized in the
diagram below:

Expected project results include the following:

1. Priority policy issues identified and resolved
2. Improved nationa dialogue
3. Priority clusters strengthened.

To achieve these results and meet the contract requirements specified by the categories of Contractor’s
tasks summarized in the adjacent text box, the IP organizes activities in four broad areas:.

Economic, trade, and financia policy support

Energy sector reform support

Business and sector/cluster development

Cross-cutting activities: National dialogue and project management

o0 w>

Policy analysis, formulation, and implementation support activities to achieve Project Result 1, Priority
policy issues identified and resolved, are subsumed under component A of the project. Energy sector
reform activities are included under project component B and are also responsive to the achievement of
Project Result 1.

Project component C, Business and sector/cluster development, include activities proposed to achieve
Project Result 3, Priority clusters strengthened

Project component D responds to the achievement of Project Result 2, Improved national dialogue, as
well as cross-cutting activities of coordination with other USAID and donors' programs, management of
the internship program, and project monitoring and reporting tasks.

Section | of the QPR summarizes significant accomplishments of the quarter:

Presentation of EPRC objectives and work plan to the Prime Minister and Cabinet

Assessment of Mongolia's Free Trade Zones Program and site evaluations of Zamyn-Uud and
Altanbulag sites

Signing of a Memorandum of Understanding between USAID and the Energy Regulatory
Authority

Assessment of Mongolia’'s mining sector competitiveness and framework for use of stability
agreements
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Support to the GoM in the development of a prioritized development strategy—Mongolia: Vision
2020

Support to the GoM in preparation for potential eligibility under the Millennium Challenge
Account Program.

Section |1 of this report summarizes results of work plan implementation for the quarter.

Section |11 describes project management and administration activities, current personnel, deployment of
short-term expatriate technical assistarce, problems encountered and remedia actions, and project and
contract management actions for the next quarter.

Annexes A, B, and C contain, respectively, an updated project description sheet, current long-term
project staff and details of short-term expatriate technical assignments, and a budget status report.

Executive Summary ii QUARTELY PERFORMANCE REPORT (January — March 2004)



SECTION I: SIGNIFICANT ACCOMPLISHMENTS

A. Introduction

Pursuant to contract provison F2. (c), this Quarterly Performance Report (QPR) for the
Economic Policy Reform and Competitiveness Project (EPRC) covers the period from 1 January
through31 March 2004.

Section | of the report summarizes significant project accomplishments, Section Il presents
details of work plan implementation, and Section Il deals with project management and
implemertation. Annexes A, B, and C contain, respectively, an updated project description
shest, current long-term project staff and expatriate short-term assignments, and a budget status
report.

B. Significant accomplishments

Contractor’s efforts during the quarter under review focused on implementation of the Annual
Work Plan for 2004 (AWP-04). A close and supportive association with the Mission facilitated
the successful accomplishment of projected tasks as planned and no mgor problems were
encountered.

Significant accomplishments of the quarter included the following:

Presentation of EPRC objectives and work plan to the Prime Minister and Cabinet
Assessment of Mongolia's Free Trade Zones Program and site evaluations of Zamyn-
Uud and Altanbulag sites

Signing of a Memorandum of Understanding between USAID and the Energy
Regulatory Authority

Assessment of Mongolia's mining sector competitiveness and framework for use of
stability agreements

Support to the GoM in the development of a prioritized development strategy—
Mongolia: Vision 2020

Support to the GoM in preparation for potential eigibility under the Millennium
Challenge Account Program.

The remainder of this section provides a summary of these accomplishments.

B1l. Presentation of EPRC objectives and work plan to the Prime Minister and
Cabinet

At a meeting held in Ikh Tinger on Sunday, 11 January, EPRC team members, USAID, and the
U.S. Embassy provided an in-depth briefing to the Prime Minister, Mr Nambaryn Enkhbayar,
and members of his cabinet on the purpose, objectives and first year work plan of the project.

Within USAID/Mongolia strategic framework, the EPRC activity supports the achievement of
Strategic Objective # 1 and its Intermediate Results, as shown in Exhibit | -1
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. ) Exhibit I-1: USAID Strategic Objective # 1 and
Exhibit 1-2 shows the project goals and expected Intermediate Results

results presented and discussed at the meeting.

Strategic Objective 1:

The proposed vision for the project is to support
a competitive participation of Mongolia in the
world economy. Redlization of this vision will
require, inter aia

Continuation of the development, i M
maintenance, and implementation of Result 1.2

Accelerate and broaden
sustainable, private sector-led
economic growth

Result 1.1
sound, market-oriented macroeconomic, Improved More
trade and investment, sectoral, and ahapling competitive
microeconomic policies that promote for private andusires
sustainable and equitable economic ector growth

growth
An enabling business environment and regulatory framework that fosters competition
and attracts foreign investment and best business practices

The development of private sector businesses and clusters focused on supplying the
demand of target export and domestic market niches capable of turning and maintaining
comparative advantages into competitive edges

Continued national dialogue on building a national consensus to “put Mongolia on the
world map” supported by government transparency and good governance business

practices.
Exhibit I-2: EPRC project goals and results

Also presented at the meeting were the

objectives for each of the main components PRO®ECTGOALL PROECTEOAZ
of EPRC. For the Economic and Financial mﬂﬂ*ﬁ e
Policy Support component of the project, the i

Mongolia Mongolian economy
proposed initiad policy agenda and
objectives were summarized as follows: I \ / '

Development, maintenance, and [ progcrresurs PROJECTRESULT2 PROJECT RESULT3
implementati on _ _of sound Prioity polcy ssues Improved national Priority clusters
macroeconomic policies to promote | idenifed and resolved delogue srenghhened

sustainable and equitable economic growth

Development, maintenance, and implementation of trade and investment policies
supportive of a competitive participation of Mongolia in the world economy

Reduction of transaction costs for businesses

Deepening and strengthening of the financial sector

Response to emerging policy reform initiatives

For the for the Energy Sector Reform Support component of the project the proposed initia
policy objectives were presented as:

Development and implementation of a transparent, marketoriented regulatory

environment to promote competitive and efficient delivery of energy services to
consumers

Pagel - 2 Quarterly Performance Report (January— March 2004)
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Development, maintenance, and implementation of commercia orientation and practices
in energy generation and distribution companies in the sector

Development, maintenance, and implementation of a legal, regulatory, and financial
environment attractive to foreign and domestic private investment and management in
the sector

Response to emerging energy sector initiatives

The proposed initial objectives for the Business and Cluster Development component of the
project were:

Improved competitiveness of identified sectors/clusters

Improved competitiveness of sector/cluster based firms

Improved competitiveness of high-potentia client firms, regardless of sector/cluster
Response to emerging opportunities to structure and facilitate public or private/public
transactions.

The twoeand-a-half hour meeting also afforded the opportunity to present and discuss the first
annua work plan of the project.

Comments on the work plan received at the meeting included requests to give priority to tax
policy, competitiveness of the country, a national economic development strategy, regional
development, and support for financial markets, particularly with the development of a
secondary mortgage market.

B2. Assessment of Mongolia’s Free Trade Zones Program and evaluations of
proposed Zamyn-Uud and Altanbulag FTZ sites

The project completed the assessment of Mongolia' s Free

Trade Zones program and site evaluations of the proposed =
Zamyn-Uud and Altanbulag FTZs, in response to a request

from the Ministry of Industry and Trade (MOIT).

Led by José Cerdén, a former FTZ manager and
international expert fielded by EPRC, major findings of the VRO PORALL St
assessment were: e

The Free Trade Zone Program of Mongolia presents P gy o i
serious competitive deficiencies compared with i
international best practice elements required to offer

a competitive environment

Mongolia s Law on Free Economic Zones needs to

be revised to raise the program to international

standards of competitiveness

Lack of implementing regulations and procedural

definitions encapsulated in Standard Operating Procedures (SOPs) prevents achievement
of a minimal transparency and predictability quotient required to operationalize key
international best practices

Quarterly Performance Report (January— March 2004) Section | Page I-3
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Identifiable funding is not in place to
meet off-site infrastructure
requirements for the Zamyn-Uud and
Altanbulag sites; a situation that,
combined with the program's low
competitiveness  level,  seriously
hampers the possible success of an
international tender process for the
Zamyn-Uud site

The absence of a business demand
study and a costbenefit analysis for
both potential firm investors and the
country as a whole presents a weak

foundation for launching an FTZ

program. Mr José Cerén answers questions during a public presentation
held on 11 February 2004 at the USAID Resource Center on Free
Trade Zones: Perspectives and | ssues.

The assessment included visits with GoM
officials to the proposed FTZ sites of Zamyn
Uud and Altanbulag.

Main recommendations of the assessment
included:

1. The GoM should explore a leisue
development concession in Zamyn
Uud in response to the identified
market niche opportunity and potential
investors interest provided by its
proximity to Erlian City in China

2. To prepare for such a concession, the
GoM should assess its legd o _ o
framework, regul ations and Zﬂurri\]nc;’sz_cse'izg,rg;r;nzgogf fact-finding visit to Zamyn -Uud
compliance systems on anti money
laundering, as well as contract international expertise in leisure-related activities to assist
in the concession agreement that could include conditions that would provide for FTZ
off-site infrastructure requirementsat Zamyn-Uud FTZ

3. The leisure related activity and the Free Trade Zone (FTZ) should be “ungrouped” to
alow the first to proceed at required speed under a concession agreement that should be
based on a thorough cost-benefit evaluation process and take into consideration not only
investor needs but country returns from the venture(s)

4. Aninternational tender to attract an on-site developer for the Zamyn-Uud site should not
be issued during the month of March 2004 to avoid a failed tender process that could
possibly generate a Mongolian “negative brand” perception

5. Prior to issuing the tender, a market demand study needs to be conducted to determine
business interest in the ZamynUud and the Altanbulag FTZ

6. If the market demand results are positive, a full feasibility study needs to be conducted to
perform financial and economic analyses to measure cost/benefits for investors and the
country.

Pagel - 4 Quarterly Performance Report (January— March 2004)
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Prior to his departure on 17 February, Mr José Cerén and EPRC presented these findings and
recommendations tothe MOIT and the Office of the Prime Minister.

B3. Memorandum of Understanding signed between USAID and the Energy
Regulatory Authority

At a brief ceremony held in the offices of the Energy Regulatory Authority (ERA) on, 19
February, USAID and the ERA signed a
Memorandum of Understanding (MOU). -
The MOU is a continuation of USAID’s 73 SPYUM XYHHUA
technical assistance support for Mongolia's : *H

ERA.

Under the terms of the MOU, the EPRC
project will provide assistance to the ERA
to:

Improve the country business and
regulatory environment to attract
domestic and foreign investment into
the energy sector

Develop the agency’s capacity in

cost-based rate making and tariff
design

Strengthen ERA’'s capabilities in the
regulation of a liberalized and
competitive energy

Present at the signing of the Memorandum of Understanding between
USAID and the ERA on 19 February 2004; seated, right to left: Mr
Jonathan Addleton, USAID Mission Director, Mr. R. Ganjuur,
Chairman, ERA, and Mr. Fernando Bertoli, EPRC Project Director.
Standing, right to left: Mr. N. Amgalan, EPRC Energy Advisor, Ms.
D. Sukhgerel, CTO/USAID, Mr. Horst Meinecke, EPRC Senior
Energy Advisor, Mr. G. Damdinsuren, Regulator, ERA, Mr. N.
Luvsansharav, Head of LI&A Div., ERA and Mr. T. Tumentsogt,

Develop an  effective  public  Regulator, ERA.

communications and complaint

resolution system

Become a palitically independent modern regulatory agency with the ability to regulate a
competitive energy market for the benefit of the Mongolian people.

The agreement was signed by Mr. Jonathan Addleton, USAID-Mongolia Mission Director, Mr
Ganjuur Radii, Chairman of the ERA and Mr Fernando Bertoli, Chief of Party for the EPRC
Project. The event was covered by several Mongolian newspapers and TV Channel 9.

B4. Assessment of Mongolias mining sector competitiveness and framework for
use of stability agreements

The project completed an assessment of Mongolia's mining sector competitiveness and a
framework for the use of stability agreements as policy instruments. International mining expert,
William F Arnold, led the assessment which included international case studies of best and
worst practices in mining sector policies and lessons derived from the experiences of these
countries that may be applicable to Mongolia.

Quarterly Performance Report (January— March 2004) Section | Page I-5
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Main recommendations of the assessment
i nCI Uded Economic Policy Reform and Competitiveness Project

1. The engagement of internationa legal
counsel and mining experts to advise the
government on terms of negotiation for
complex stability agreements

2. Consideration needs to be given to the

full range of financial incentives for o
. . . . MONGOLIAN MINING SECTOR

businesses and in particular foreign COMPETITIVENESS AND THE USE OF
businesses engaged in natural resource STABILITY AGREEMENTS
development with the objective of
ensuring that the state gets a reasonable
share of revenues in the short as well as
long term and that natural resource i o o i i
development contributes to the economy S P . R
as a whole and is not subsidized in any
way. Current arrangements eliminate
profit taxes for the first 810 years of a oo
project and attract reduced rates for 35
years thereafter. In the case of mining
projects that means that state income is
predominantly from royalties for a
very long period (or about half the
life of atypical mine). Royalty rates
need to be reconsidered in the
context of a review of overdl tax
rates and investment incentives

Bulenitles 1.

i

USAID) Cowmrncx o, 40800 000 -0 LTSl YRI5

3. The handling of VAT needs to be
reconsidered in relation to large
capital intensive projects. Current
practice, which effectively removes
VAT considerations from such
projects, concurrently removes an
important driver towards secondary

Mr William F Arnold and attendees at the public
val ueadding industries such as  presentation on Issuesin mining sector development:

; P Towards Mongolian mining sector competitiveness held at
Smeltmg and refini ng the USAID Resource Center on 5 March 2004.

4. The establishment of appropriate financial instruments, such as a fund to finance
emergent mining service companies needs to be considered. Major mining companies
considering investment in Mongolia have indicated that long-term contracts could be
offered to local companies and these could be used as collateral for loans or leasing
arrangements if such instruments were available

5. To ensure that the state income from mining and other natural resource developments

helps achieve the policy objectives of poverty reduction and economic growth, it should
be used to lower taxes on low -income individuals and on businesses

Pagel - 6 Quarterly Performance Report (January— March 2004)
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6. Key issues  of infrastructure [} / /
development need to be addressed = | /
when the need for such infrastructure | .
is triggered by a magor capital
intensive project. A maor mining
project will need roads, railways, water
supply, power and social
infrastructure. It will impact the |
environment for 30-40 years both
physicaly and visualy. How
infrastructure needs and environmental
impact mitigation measures are
planned, handled (in the context of . e AN
incentives) and financed are key policy considerations. The main concern is to ensure
that incentives aimed at attracting productive foreign investment do not have the
undesirable side effect of reducing state income from taxes for an indefinite period

7. The government should consider revising the process and decisiorrmaking structure on
large scale capital intensive projects having long-term impacts to insure that issues of
infrastructure, water resources, environment, minerals development, energy, foreign
investment, state income, and trade are properly addressed. Current law requires that
stability agreements be approved by the Minister of Finance and Economy (MoFE);
approval by a committee of ministers or Cabinet would minimize future fiscal risks to
investors, improve technical coordination of relevant line ministries and appropriate
economic, financial, and legal analysis of proposed stability agreements by the GoM

8. Although Mongolia's legal framework for the mining sector is among the best of its
kind, the assessment provides recommendations on clarifications needed, license terms,
minimum investment requirements for qualifying a project for a stability agreement,
revision of rates payable for exploration and mining license fees, and increasing the
period of taxloss carry-forward to five years, among others.

The final report of the assessment—Mongolian mining sector competitiveness and the use of
stability agreements—is scheduled for completion by mid April.

B5. Support to the GoM in the development of a prioritized development
strategy—Mongolia: Vision 2020

EPRC continued work began in January at the request of the Office of the Prime Minister to
revise the January 2003 draft document Economic Development Strategy for Mongolia.

Initially prepared with the assistance EPRC’ s predecessor project, the Economic Policy Support
Project (EPSP), the document provided a review of Mongolia's transition since 1990 and
suggested setting a target annual economic growth rate of 7.5% based on assumptions about
sectoral growth.

Quarterly Performance Report (January— March 2004) Section | Page I-7
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During the month of March, with the assistance of Mr David Snelbecker, a senior policy analyst,
EPRC:

Reviewed existing official strategy documents such as the Poverty Reduction and
Economic Growth, Millennium Goals and other policy documents, including sectora
and cross-cutting strategies

Based on the existing strategies, developed a proposed framework to prioritize policies
Prepared an initial draft concept paper for GoM’s internal discussion.

The second version of the draft economic development strategy framework document—
tentatively titled Mongolia: Vision 2020—will likely undergo further internal revisions before its
wider circulation among GoM officials.

Asitstentative name indicates, Vision 2020 proposes.

A process of national dialogue to arrive at a shared, working consensus on what
Mongolia should strive to be by the year 2020—the Vision

A framework to prioritize policies that need to be implemented to realize that vision by
year 2020

Current plans are to release the draft document after elections for wider discussion with civil
society, bilateral, and multilateral organizations. While this process of national dialogue on the
vison of Mongolia for the year 2020 and the policies required to achieve it go on, technical
groups will also be at work. These groups, assisted by bilateral and multilateral organizations as
needed, will develop proposed initia identification, selection, structuring, costing, and sources
of funds for main projects required for the realization of the vision.

Proposed criteria for the selection of main projects consistent with the vision as well as the
tentative project portfolio will be broadly discussed to arrive at aworking national consensus.

The challenge for the country will be both the extent of involvement of representative, broad-
based segments of civil society in the formulation of a shared vision that persists over time—
beyond the time span of single governments—and whether the tough choices required to
implement such vision are made, maintained, and supported.

B6. Support to the GoM in preparation for potential eligibility under the
Millennium Challenge Account Program

In support of EPRC’s vision to support a competitive participation of Mongolia in the world
economy, the project began work on establishing a baseline of where the country currently ranks
in diverse international indices.

International private investors and lenders use these comparative rankings as part of their
country due diligence assessments; financial ratings of a country, in particular, are used to
determine the country risk premium. In spite of the limitations of cross-national comparisons,
changes in the rankings and ratings of a country in these indices are, therefore, important for the
country’s competitive positioning in the world economy.

Pagel - 8 Quarterly Performance Report (January— March 2004)
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We have so far examined four such international indices for rankings of Mongolia: the Growth
Competitiveness Index (GCI) and the Microeconomic Competitiveness Index (MICI) from the
World Economic Forum, the World Bank’s 1996-2002 Aggregate Indicators on Governance and
the 1999 Corruption Perceptions Index (CPI) from Transparency International.

The Growth Competitiveness Index (GCI)
Mongolia is not currently ranked in this index The GCI is a composite measure that includes

rankings and sub-rankings on:

Technology: (innovation, technology transfer, and information and communication
technology)

Public ingtitutions (contracts and law, and corruption)

Macroeconomic environment (macroeconomic stability, country credit rating, and
government expenditures).

The Microeconomic Competitiveness Index (MICI)
Mongolia is not currently ranked on this index. The components of this index come closest to
the overal purpose of EPRC to support private-sector -led economic growth:

Company operations and strategy rankings

Quality of the national business environment rankings, consisting of factor conditions
(physical infrastructure, administrative infrastructure, human resources, technology
infrastructure, capital markets), demand conditions, related and supporting industries,
and context for firm strategy and rivalry (incentives and competition).

Governance, 2002
Measures of Governance in these rankings consist of six separate components:
Rule of law
Government effectiveness
Regulatory quality
V oice and accountability
Political instability and violence Exhibit I-3: Rule of law (Percentile rank, 2002)

Control of corruption
100.0 A

Exhibit 1-3 shows Mongolia's percentile 388

rank on the Rule of law index among 70.0 1 Mangolia

twenty-sight Asian countries with GDP £ 60.0-

per capita of $2,000 and less. In this & 5007

comparative index compiled from eighteen & 229
: ]

different sources, Mongolia ranks first. 20.0 -

10.0 A
Exhibit 1-4 displays how well Mongolia 0.0- ; ; . .
fares on Government effectiveness within 0 500 1000 1500 2000
the same group of countries. Mongolia $ GDP/capita (2000)

ranks seventh in the group.
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Among the same group of countries,
Mongolia ranks:

Fifth on Regulatory qudlity, as per
Exhibit1-5

First on Voice and accountahility,
Exhibit -6

First on Political stability, Exhibit I-7
Fourth on Corruption control, as
shown in Exhibit I-8

Changes in Mongolia’s performance on Governance
over time (1996-2002

The longitudinal data collected on the World
Bank’s 1996-2002 Aggregate Indicators on
Governance permits an assessment of

Percentiles

Mongolia's performance over this period. Exhibit

2002.

Relative to the same group of twenty-eight
countries, Mongolia performed well and
above average on Political stability, Voice and
accountability, and the Rule of law during the
1996-2002 periods. Government effectiveness
appears to have improved on a comparative
basis during the same periods, as shown in
Exhibit 1-9.

The same Exhibit also shows that comparative
performance on Regulatory quality and
Control of corruption has declined.

Corruption Perceptions Index, 1999

Mongolia is ranked only in the 1999
Corruption Perceptions Index (CPI) of
Transparency International. The country is not
ranked in subsequent years. 2000 through
2003. Three independent sources of data are
required for rankings in this index and
Mongolia has not met this criterion.

It is instructive, nevertheless, to examine
Mongolia's ranking on the CPI for 1999, the
only year when Mongolia was ranked.

Exhibit 1-10 shows Mongolia's performance
in a group of eighteen Asian countries for
which data on GDP per capita (2000) and
standings on the Corruption Control Index
wereavailable.

Pagel - 10

Exhibit I-4: Government Effectiveness (Percentile rank,
2002)

90 1
80 1
70 A
60 A I%
50 A Mongoli‘
40 1

s EF
30 1
20 1
10 A

L
]
"

1000 1500 2000

$ GDP/capita (2000)

0 500

I-9 shows such a comparison during 1996-

Exhibit I-5: Regulatory Quality (Percentile rank,

2002)
100 1
]
é
c R
o Ai Mongoll
g 1
(78 B
20 A
0+ 2= _ _ _ :
0 500 1000 1500 2000
$ GDP/capita (2000)
Exhibit I-6: Voice and accountability (Percentile
rank, 2002)
100.0 A
80.0 A
" Mongolia
< 60.0 1
2
@
o -
o 40.0 ]
o % Iqi
20.0 A
0.0 +—m . . .
0 500 1000 1500 2000

$ GDP/capita (2000)
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Among this group of countries Mongolia
ranks second, after Jordan, in its perceived
ability to control corruption.

Comparative cross-national data are subject
to margins of eror that may not be
statistically trivial. Although consistency
among measures obtained by independent
parties increase confidence in the relative
rankings, these only provide initia
guidance. Supplementary in-depth analyses
may need to be conducted in response to
specific programmatic needs such as those
likely to be required under the Millennium
Challenge Account program recently
launched.

Economic Policy Reform and Competitiveness Project

Exhibit I-7: Political Stability (Percentile rank, 2002)

90.0 -
80.0 A Mongolia
70.0 A
» 60.0 -
[}
= 50.0 -
8 400 -
& 30.0 -
=
2001 m g L ® m =
10.0 A
OO 1= T T T 1
0 500 1000 1500 2000

$ GDP/capita (2000)

This comparison of Mongolia s international rankingsis an initial step that needs to be expanded

by further cbtailed analyses, especidly in
areas currently considered as hurdles.

These analyses will provide additional
insights to Mongolia's performance that,
as shown in this initial comparison,
appears to be well above average among
peers.

Mongolia’s prepar ation for potential MCA eligibility
The Cabinet appointed an Inter-Ministerial
Working Group (IMWG) in early March
to examine country eligibility
requirements set forth for the Millennium
Challenge Account (MCA). EPRC had
been in discussions about MCA with the
Office of the Prime Minister since
early February. The MCA IMWG was
charged with four tasks:

Reviewing the Sixteen
proposed indicators for country
eligibility, Mongolia s standing
on these indicators, and
submission of more recent data
to the Millennium Challenge
Corporation (MCC)

Normalized score

Diffusion of information about
MCA and its requirements

Percentiles
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Exhibit 1-8: Corruption control (Percentile rank, 2002)
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Initial identification of projects that may be eligible for funding should the MCC include
Mongolia among countries eligible to negotiate a potential “MCA compact’” with the
MCC

Exhibit 1-10: Corruption Control Index, 1999

. . (Transparency International)
Preparation of recommendations for

principles and objectives of a Mongolian
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In a meeting held at the USAID Resource 0.5 -
Center on 25 March, Mr Otgonbayar, IMWG 0 - - - - -
Chair, shared the report informally with 0 500 1000 1500 2000 2500
representatives of the U.S. Embassy, USAID, GDP per capita (2000)

and EPRC. Formal submission of the report to
the U.S. Ambassador occurred the next day.

The project assisted IMWG by providing briefings on information publicly available on MCA,
initial identification of a project portfolio compliant with MCA'’s objectives, requirements for
broad-based civil society participation and the design of mechanisms for transparent and
accountable funds management.

MCA and Mongolia's candidacy for eligibility

Proposed initially in March 2002, U.S. Congress authorized the creation of the MCC and
provided $1 billion to fund MCA during fiscal year 2004 to select countries that are “ruling
justly, investing in their people, and encouraging economic freedom.” According to an official
document posted by the MCC:

“The MCC will use 16 objective indicators to measure country performance on these three criteria. To qualify,
candidate countries are expected to score above the median on half of the indicators in each of the three criteria
areas and above the median on the corruption indicator specifically. Given that no quantitative indicator is without
flaws, the Board will then review the results, take into account factors such as data gaps or lags and other matters
that Congress has indicated should receive consideration, and select the countries that will be eligible for MCA
assistance.

After the Board determines eligible countries, the MCC will work with potential recipient countries to develop

compacts that set forth a commitment between the United States and the developing country to meet agreed

performance benchmarks. In this partnership, countries will identify their own development priorities and establish

a plan for achieving sustainable economic growth and poverty reduction, recognizing that economic growth is

largely driven by a country's own efforts, policies, and its people. In developing its compact proposal, a country

should:
- Engage abroad array of its society in coming up with its development priorities;

I dentify the measurable objectives that it wants to achieve;

Include a plan for achieving those objectives with targets to assess progress;

Develop transparent mechanisms to measure and evaluate whether targets are being met and to ensure

financial accountability; and

Provide a plan for sustaining progress after the MCA compact ends.

Pagel - 12 Quarterly Performance Report (January— March 2004)



Economic Policy Reform and Competitiveness Project

The selection of a country by the Board as an "eligible" country therefore does not ensure that a country will receive
MCA funding. The extent to which a country's proposal meets the above requirements will help determine whether
and how much the MCC will invest in the country.”

Should the MCC declare Mongolia digible for MCA participation in fiscal year 2004, the
country has two key tasks ahead:

Engage in a broad-based national dialogue to identify and structure MCC-compliant
projects for submission as potential “compacts’ (agreements) with the MCC

Design and implement mechanisms satisfactory to the MCC in the coordination,
supervision, monitoring, and financia risk management of funds.

If Mongolia does not become eligible in fiscal year 2004, the country will have to:
Assess its shortcomings in the areas of deficiencies

Develop and implement a plan of action that would lead to potential MCA digibility for
fiscal year 2005.

While Mongolia awaits the decision of the MCC, the country should both engage in a broad-
based national dialogue to dentify projects that will make a difference in economic growth and
poverty alleviation as well as address current deficiencies on “ruling justly, investing in people,
and encouraging economic freedom.”

The next section of this report reviews the implemertation of the annual work plan.
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SECTION II: WORK PLAN IMPLEMENTATION

A. Introduction

This section documents project implementation status of the current work plan—AWP-04—as of
the end of the quarter. Part B of the section presents the framework of AWP-04 for the four
project components. Economic, Trade, and Financia Policy Support, Energy Sector Reform
Support, Business and Cluster Development, and Cross-Cutting Project Activities and
Management. The framework contains objectives, projected annual results, and projected life-of-
project (LOP) results for each component; the first column contains the objectives defined in the
strategy, the second column contains the expected results at the end of the first annua work plan
and the third column details the status at the end of the project.

Part C of the section contains detailed implementation status by project component.

B. Work plan framework

The work plan framework for Economic, trade, and financial policy support is as follows:

A. ECONOMIC, TRADE, AND FINANCIAL POLICY SUPPORT

Policy Support Objectives

Al. Development, maintenance, and implementation of sound
macroeconomic policies to promote sustainable and equitable

economic growth

A2. Development, maintenance, and implementation of trade
and investment policies supportive of a competitive

participation of Mongolia in the world economy

A3. Reduction of transaction costs for businesses

A4. Deepening and strengthening of the financial sector

A5. Response to emerging policy reform initiatives

Projected annual results

LOP Results

Fiscal and macroeconomic impact analysis of foreign debt A stable and predictable macroeconomic environment,

service projections and policy options developed and
presented.

Fiscal and macroeconomic impact scenarios of corporate

tax reduction developed; policy options formulated and
presented.

Generic tariff and non-tariff barriers to Mongolia's trade

expansion in Russian and Chinese markets assessed for

bilateral and multilateral negotiations.

Improved information access available for entrepreneurs

on foreign target markets' entry requirements and GSP
applicable to Mongolian products.

Impact scenarios of the Agreement on Textiles and
Clothing (ATC) and Multi Fibre Agreement (MFA) on

Mongolian textiles quota-free access to U.S. markets and

formulation of policy and industry options.

Assessment of Bank of Mongolia requirements, banking

spreads, and formulation of policy instruments and plan of

action to induce a reduction of commercial loan interest
rates, consistent with a stable, market-oriented
macroeconomic environment.

Field investigation of Russian and Chinese practices

applied to the transit of selected Mongolian products and
elaboration of GATT-supported procedures for negotiation

at bilateral meetings.

Policy framework and strategy developed to deepen the
primary and secondary mortgage markets.

Assessment and plan of action prepared for stock market

operations and development of equity products.

Implementation of insurance regulatory framework and
strengthened sector supervision.

As negotiated and agreed upon and consistent with

project policy support focus on laws, regulations, systems,

and procedures directly affecting the business
environment.

market-oriented, and promoting sustainable and
equitable economic growth.

Generalized reduction of tariff and non-tariff barriers to
trade with trading partners.

Mongolia utilizes existing trade mechanisms and/or
negotiates better access of specific export products
having an identified demand in trading partners'
markets.

Trade and export strategy leads to negotiation of free-

trade agreements (FTAs) with countries providing net
advantages to Mongolia in terms of trade.

Reduction of cost of loan capital to businesses.

Reduction of shipping transit times and costs for
Mongolian exports.

Expanded primary and secondary mortgage markets
provide competitive loan products for residential and
commercial financing.

Diversity of equity financial products available.

Strengthened regulatory and capacity to supervise a
wider range of insurance products.

As defined and agreed upon for each initiative.

For the Energy sector reform support component of the project, the proposed work plan

framework is shown below:
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B. ENERGY SECTOR REFORM SUPPORT

Policy Support Objectives

B1. Development and implementation of a transparent, market- ERA issues regulations and supervises implementation

oriented regulatory environment to promote competitive and
efficient delivery of energy services to consumers

B2. Development, maintenance, and implementation of
commercial orientation and practices in energy generation and
distribution companies in the sector

B3. Development, maintenance, and implementation of a legal,
regulatory, and financial environment attractive to foreign and
domestic private investment and management in the sector

B4. Response to emerging energy sector initiatives

Projected annual results

and use of cost-based standards for use by power
generating companies .

ERA issues and supervises implementation and use of

IAS-compliant chart of accounts by power generating
companies

ERA has strengthened supervisory capacity to oversee

power generating companies' implementation of cost-
based tariffs and IAS-compliant chart of accounts

All energy companies are implementing cost-based tariff

methodologies and IAS-compliant standard chart of
accounts.

LOP Results

The ERA has increased supervisory capacity to
regulate a competitive, market-oriented, and
transparent regulatory environment in the energy
sector.

Energy generation and distribution companies in the
sector operate on a commercial basis.

Some distributions companies are implementing improved

customer service practices (complaints management,
billing and collection systems).

Measures identified and plan of action implemented
through "country due diligence"” assessment to make
Mongolia's energy sector attractive to private foreign
investment.

As negotiated and agreed upon and consistent with

Foreign and domestic private investment transactions
negotiated/concluded in the energy sector.

As defined and agreed upon for each initiative.

project energy sector focus on the regulatory environment,
commercialization and attraction of private investment and

management.

The corresponding framework for the Business and sector/cluster development component

appears as follows:

C. BUSINESS AND SECTOR/CLUSTER DEVELOPMENT

Objectives

C1. Improved competitiveness of identified sectors/clusters

C2. Improved competitiveness of sector/cluster based firms

C3. Improved competitiveness of high potential client firms
regarless of sector

C4. Response to emerging opportunities to structure and
facilitate public or private/public transactions

Projected annual results

Foreign target market niches for Mongolian products or

services identified in the key sectors of tourism, cashmere,

other textiles, meat and meat products, skins, hide, and
leather.

Potential ‘anchor firms' identified, recruited as clients, and

receiving assistance from the Matching Grant Program
(MGP). Dialogue initiated between anchor firms and
foreign buyers.

High potential firms identified, recruited, and receiving
assistance from the BD program

As negotiated and agreed upon among the parties and
consistent with project BD focus on improving
competitiveness of firms, sectors/clusters, and country.

LOP Results

Significantly improved access to and penetration of
foreign markets through the introduction of best
business practice, co-marketing initiatives, and
technology/quality up gradation, across the sector.

Client firms increase sales and market share in export
and export oriented markets, i.e., become more
competitive.

Improved core business practices (marketing,
production, financial and asset management) leads to
increased sales, profitability, employment and
investment) - the performance indicators.

Value of transactions structured or brokered.

Cross-cutting activities such as national dialogue and project management constitute the fourth
component of the project, as detailed below:

Page I1-2
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D. CROSS-CUTTING ACTIVITIES: NATIONAL DIALOGUE AND PROJECT MANAGEMENT

Objectives Projected annual results LOP Results

D1. Improved public transparency, corporate governance and  Not-for-profit organization, the "Mongolian Business Trust" A private-sector led, at least partially self-sustaining

national dialogue (MBT) registered, operating as a party to BD transactions, not-for-profit organization articulates business
providing value-added services to foreign investors and interests, develops positions on issues, promotes
local businesses through the dissemination of information exports and foreign investment in the country, and

for businesses and con provides value-added services to its members.
Continued support for the Open Government Web site Increased national dialogue on economic policy
operated through the MBT. issues and government transparency.
The Mongolian Business Trust Quarterly Review is Business community, partners and general public are
available through a Web site and distributed electronically more informed on economic issues, policy options and
to subscribers, in English and Mongolian. the functioning of open market economies.
Public speaking engagements and audience-targeted World-class technical expertise shared with the
informal presentation and discussion opportunities by general public, partners, and business community.
visiting experts, short-term consultants, and project staff
are utilized.

D2. Coordination and cooperation with partners, foreign Regular meetings and discussions lead to identified Increased value-added of project technical assistance

investors, bilateral, and multilateral organizations opportunities to structure collaboration in mutually delivered through proper project positioning,
beneficial ventures. collaboration, and leveraging of resources.

D3. Monthly EPRC Review Coverage of project activities of general interest, issued  Partners are well informed on project activities.
monthly and distributed electronically in English and
Mongolian.

D4. Contract management Quarterly Progress and Financial reports (QPRs), Annual Project contractual requirements are met.

Work Plans (AWPSs), project inventory, training reports,
and other contract reports submitted to USAID/Mongolia
as required.

C. Work plan implementation

Substantive work was accomplished in all four project components during the quarter under
review. Exhibits11-1 through I1 -4 present AWP-04 implementation details for each.

C1. Economic, trade, and financial policy support
Major activities of this component during the quarter included those described in Section I:

Completion of an assessment of Mongolia's Free Trade Zones Program and site
evauations of Zamyn-Uud and Altanbulag sites, responding to a request from MOIT as
described in Section |

Completion of an assessment of Mongolia s mining sector competitiveness and framework
for use of stability agreements, in response to a request from MoFE and as summarized in
the preceding section

Support to the GoM in the development of a prioritized development strategy—Mongolia:
Vision 2020

Additiona activities not highlighted in Section I, include the following:

Completion of data compilation of Generalized System of Preferences (GSP) granted in
the U.SA., Japan, and the European Union as target export markets for potentia
Mongolian products in preparation for the elaboration of a user-friendly CD and Web
accessible database with search capabilities expected for the next quarter, as per AWP-04
schedule
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Assistance provided to the MOIT on tariff reduction application for Mongolian products
submitted to the European Commission on 25 March 2004

Submission of TIFA comments to US Embassy and an going assistance to MOIT on the
preparation of petitions to USTR to expand product coverage under the US GSP 2004
submission of petition to USTR is expected in May 2004.

Exhibit II-1, a the end of this section, provides details on overall status of AWP-04
implementation in the Economic, trade, and financia policy support area.

C2. Energy sector reform support
Highlights of energy sector work during the quarter included:

Negotiation and signature of a Memorandum of Understanding (MOU) with the Energy
Regulatory Authority (ERA) for USAID to provide technical assistance and training
through September 2006, as described in Section |

Assstance to the Ministry of Infrastructure (MOI) with the drafting of an Energy
ConservationLaw; the Ministry decided to shelve the draft for further work

Initiated work with Parliament, MOI and the Energy Regulatory Authority (ERA) to
produce a rewritten Energy Law for consideration by Parliament during the 2004 Spring
Legislative Session. Objectives are: Increased political independence for the ERA and
making the Mongolian energy sector more investor friendly. Work on the law will
continue through May 15, 2004

Development of a cost-based accounting system for energy sector companies to apply for
tariffs. This involved the development of |ASbased charts of accounts for the various
groups of sector companies. The work is ongoing with the provision of workshops for
sector companies to implement the new system

Participation of a group of energy sector government officials, regulators, the privatization
agency and a number of major entities as well as USAID staff and the EPRC energy
advisor in aWorld Bank sponsored workshop — “ Towards a Sustainable Energy Sector” in
Mongolia, which included session on coordination of efforts between The World Bank,
IFC, USAID, USEA and EBRD

Initiation of regular energy sector donor round table meetings in Mongolia by EPRC
Review of ERA's proposd for life-line tariffs

Continued review and comments on Energy Efficiency draft law; recommendations for
policy change and changes to the draft made severa times during the quarter; draft law has
been tabled for the time being.

By the end of the quarter, Energy Sector Reform activities were proceeding on schedule while
responding flexibly to emerging policy issues that needed to be addressed. Exhibit 11-2, at the end
of this section, provides details on AWP-04 implementation status for this component.

C3. Business and sector/cluster development

Key activities of the Business and sector/cluster development during the quarter included:
Completion of action plans for the tourism and natural fiber sectors action plans for the
meat and |eather sectors are scheduled for completion next quarter
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Elaboration of objectives, criteria, and operating procedures for the Matching Grant
Program (MGP) to be submitted to USAID for concurrence and to be operated under a
praoposed new name, 'The Competitiveness Fund' beginning in the next quarter
Reorientation of the Fibermark Society towards a more market-driven approach and
development of links with other institutions

Provision of promotiona support to MTA members and facilitation of the introduction of
amembership-based third party insurance scheme

Demand-driven provision of business development assistance to individua firms in the
tourism, cashmere and leather sectors; a mechanism to provide firmlevel business
development services (BDS) by third-party providers under a client co payment scheme is
currently under consideration

Development of a business plan for the proposed Tourist Information Center (TIC) with
the assistance of an international tourism expert to induce collaboration of key partners
toward the formation of a TIC; anew MOU has also been drafted, with signing projected
for the next quarter

Provision of organizational support and advice to the new Mongolianowned ‘eco’ |eather
group, culminating in the formation of a legal entity with eleven founder members
(‘ecoAris).

By the end of the quarter, BDS activities were proceeding as planned although progress was slow
in the tourism sector. Although key actors agree with the need for a Tourist Information Center,
collaboration is difficult as none wants to relinquish main control of a potential new entity.

Exhibit 11-3, at the end of this section, presents details of the AWP-04 implementation of the BDS
component.

C4. Cross-cutting activities: national dialogue and project management

Exhibit 11-4, at the end of this section, provides details of AWP-04 implementation status in this
area. Highlights of the quarter included:

Move of the Open Government Website offices to project facilities preparation & new
scope of work and negotiations with The Asia Foundation to provide support for improved
transparency and usefulness of the site

Support to the GoM in preparation for potential eligibility under the Millennium
Challenge Account Program

Public presentations held at the USAID Resource Center on best practices and lessons
learned from other countries on Free Trade Zones: Perspectives and issues and on |ssues
in mining sector development: Towards Mongolian mining sector competitiveness
Monthly issues of the EPRC Newsdletter produced and distributed in English and
Mongolian

Assistance in the elaboration of USAID/Mongolia's PMP indicators for SO1 project
relevant results though a series of discussions and iterations; find review of these is
scheduled for the next quarter

Donor coordination activities such as the first Energy Donor Round Table sponsored by
EPRC held on 27 February 2004 at the USAID Resource Center, humerous meetings with
bilateral donors and multilateral agencies held in March concerning the preparation of
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draft prioritized development strategy, and meetings held with GTZ on to discuss
collaboration on trade issues and information about the Millennium Challenge Account.

D. Emerging issues and key actions for the next quarter

Based on project implementation during the quarter, a number of issues worthy of attention have
emerged. A summary of these is provided below, as well as key actions scheduled for the next
quarter.

D1. Emerging issues

Improvement of the ‘ingtitutional infrastructur€ to support policy making. Based on the
implementation experience so far concerning the drafting of amendments and laws in the energy
sector, the issuing of the Zamyn-Uud Free Trade Zone tender, and the framework for negotiations
of stability agreements in the mining sector, the project comes to the conclusion that GoM

ministries and agencies need better access to technical stress-testing of proposed policies. A
proper ingtitutiona infrastructure framework and process is not in place to examine alternative
policies and their impacts, which may pose threats to the fiduciary responsibility of safeguarding
interests of the state and to less than transparent decisions.

As ministries may or may not have the appropriate technical resources to give due consideration
to alternative policies and their impact, the probability of making poor decisions increases.
Ministries and agencies need to have access to specialized technical resources to support major
policy decisions to increase the probability of making the right decisions. The current ingtitutional
infrastructure—processes and scopes of responsibilities—tend work against this.

Several models exist to provide such support. They range from the creation of technical units
within each ministry or agency to the creation of a technica unit attached to a Presidentia
Ministry, a Prime Minister’s Office or the Cabinet.

To address this issue, the project will initiate the preparation of a proposa for discussion with
GoM counterparts to address shortcomings in the policy-making infrastructure. Current thinking
is to have a technical support unit that is small—no more than three to five highly skilled
professionals—who act as managers of a “technical support fund” (TSP) through which
specialized national and international services can be procured on a fixed price contract basis to
provide technical support for key policy issues. The fund would have standard operating
procedures (SOPs) capable of providing fast response and transparency. There would also be a
protocol to determine which types of ministerial or agencies decisions must go through this
process versus those that are simply eligible to use the facility. Initial funding of the TSP would
be syndicated to bilaterals and multilaterals willing to participate.

Further definition and agreement on technical approach to competitiveness. The insightful
USAID design of EPRC to put support for macroeconomic, microeconomic and business|evel
concerns under a single umbrella needs to be properly operationalized for the latter two areas or
concerns. A Ithough EPRC as a whole can be conceptualized as a competitiveness project, shared
understandings and agreements need to be reached between USAID and EPRC on indicators and
results expected at the microeconomic environment and firm level.
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To accomplish this, EPRC suggests a joint half-day workshop with USAID to be held during the
next quarter to reach agreement on indicators and results expected at the microeconomic
environment level—business environment—and at the firm level.

D2. Key actions for the next quarter

Major activities or key actions projected for the next quarter, by project component, are detailed
below.

Economic, trade, and financial policy support:

- Continuation of assistance to the GoM on revisions to the development of a prioritized
economic development strategy—Mongolia, Vision 2020—by conducting meetings with
GoM officials and stakeholders and preparation of final version for public release
Release of user-friendly CD and Web-accessible database with search capabilities on
Generalized System of Preferences (GSP) granted in the U.S.A., Japan, and the European
Union for potential Mongolian products
Elaboration and wide electronic distribution of succinct, one-page, EPRC policy briefs, in
English and Mongolian, on issues examined by the project
Work on selected issues identified as “high-priority” by the development strategy:
Mongolia s competitiveness (overall, fiscal issues, and monetary/prices)

Submission of petition to USTR for change in terms of Mongolia's US GSP entitlement
Commence study on advantages for Mongolia of a Free Trade Agreement with the USin
time for first meeting of Joint Council set up under TIFA Agreement

Implementation of scheduled AWP-04 tasks.

Energy sector reform support:

- Continue support for implementation of a cost-based tariff methodology for energy sector
companies based on uniform, |AS-based charts of accounts; this will be followed up with
assistance to classify assets, set useful lives for assets and the creation of uniform
depreciation methodologies
Continue development of a revised energy law to improve ERA independence, regulatory
process transparency and decrease investor country risk
Continue review of other laws and regulations to improve their investor friendliness
Attempt to develop more promising privatization models besides 100% asset sales now
pursued by the State Property Committee in the energy sector
Implementation of scheduled AWP-04 tasks.

Business devel opment services:

- Projected signing of a Memaandum of Understanding (MOU) among key partners to
implement the proposed Tourist Information Center
USAID concurrence with proposed objectives, criteria, and operating procedures for the
Matching Grant Program (MGP) and start of operations under a proposed new name, ‘The
Competitiveness Fund'
Definition and agreement on technical approach to competitiveness reached through a
joint half-day workshop with USAID to settle on indicators and results expected at the
microeconomic environment level—business environment—and at the firm level
Implementation of scheduled AWP-04 tasks.
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Cross-cutting issues; National dialogue and project management:
Initiation of discussions to revamp the Open Government Website to improve its
usefulness and transparency
Should Mongolia be declared an eligible country for MCA program participation, provide
support as needed for a nationa dialogue on development strategy priorities reflected in a
project portfolio potentialy eligible for an MCC compact
Installation of server to implement EPRC’'s LAN host the domain registered for the
project, eprc-chemonics.biz
Finalization of subcontract with The Asia Foundation (TAF) and submission of proposed
budget amendment with revised CLINs to include Energy sector support as a separate
CLIN and obtain final concurrence on EPRC’swork plan
Transfer of surplus equipment under contractor’s custody, withconsent from the GoM and
USAID
Continued production and monthly electronic distribution of EPRC Newsletter in English
and Mongolian
Project will propose shortterm technical assistance for the design and initial subject
matter contents for first issue of The Mongolian Business Trust Quarterly Review to be
distributed electronically and available to subscribers, in English and Mongolian.
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Exhibit II-1: Economic, trade, and financial policy support work plan implementation (Jan-Mar-04)

A. ECONOMIC, TRADE, AND FINANCIAL POLICY SUPPORT

AWP-2004 ACTIVITIES

Al. Development, maintenance, and implementation of sound
macroeconomic policies to promote sustainable and equitable
economic growth

Al1.1 Comparative assessment and benchmarking of corporate
and VAT tax policies and administration, formulation of options
and action plan

Al.2 Comparative assessment and benchmarking of income
taxation, social contributions, pension policies and
administration, formulation of options and action plan

Al1l.3 Comparative assessment and benchmarking of central
budget expenditures, formulation of options and action plan

Al.4 Foreign debt service assessment, projections and policy
options

Al1l.5 Real exchange rate management

A2. Development, maintenance, and implementation of trade and
investment policies supportive of a competitive participation of
Mongolia in the world economy

A2.1 Assessment of tariff and non-tariff barriers to trade in
Russia and China.

PROJECTED ANNUAL RESULTS

Mongolia's corporate and VAT tax policies and administration
assessed and compared against best practices, policy options
and action plan formulated and presented to GOM. VAT burden
alleviated for SMEs.

Mongolia's income taxation, social contributions, pension policies
and administration assessed and compared against best
practices, policy options and action plan formulated and presented
to GOM.

Mongolia's central budget expenditures assessed and compared
against best practices, priority setting tools, policy options and
action plan formulated and presented to GOM.

Fiscal and macroeconomic impact analysis of foreign debt service
projections and policy options developed and presented.

Analysis and improvements in the monetary and exchange rate
regime, calculation of a real effective exchange rate, formulation
of a policy that balances need for low inflation with need for
competitive export pricing.

Generic tariff and non-tariff barriers to Mongolia's trade expansion
in Russian and Chinese markets assessed for bilateral and
multilateral negotiations.

QPR Jan-Mar-04 - Exhibit 11-1: Economic, trade, and financial policy support work plan implementation

END OF QUARTER STATUS

Initial work began on assessment of tax system in

Mongolia.
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Exhibit II-1: Economic, trade, and financial policy support work plan implementation (Jan-Mar-04)

A. ECONOMIC, TRADE, AND FINANCIAL POLICY SUPPORT

AWP-2004 ACTIVITIES PROJECTED ANNUAL RESULTS END OF QUARTER STATUS

Completed data compilation of Generalized System of
Preferences (GSP) granted in the U.S.A., Japan, and the
European Union as target export markets for potential
Mongolian products. Release of user-friendly CD and
Web-accessible database with search capabilities
expected for the next quarter.

Improved information access available for entrepreneurs on
foreign target markets' entry requirements and GSP applicable to
Mongolian products.

A2.2 Utilization of Generalized System of Preferences (GSP) for
Mongolian products

Impact scenarios of the Agreement on Textiles and Clothing
(ATC) and Multi Fiber Agreement (MFA) on Mongolian textiles
quota-free access to U.S. markets and formulation of policy and
industry options.

A2.3 ATC and MFA impact analysis, scenarios, and policy and
industry options

A2.4 Assessment of advantages and disadvantages of potential
FTAs with Russia and China

Formulation of trade policy options re potential FTAs with
neighboring countries.

A2.5 Trade policy and trade negotiations

Advice submitted to MOIT on tariff reduction application

A2.5.1 Reduction of tariff and non-tariff barriers for to be made to European Commission. MOIT made

Mongolian products with a BD-identified niche demand in
specific target markets

A2.5.2 Trade management capacity

A2.5.3 Feasibility analysis of Free Economic Zones (FEZ) in
Mongolia

A2.5.4 Assistance on FTAs (U.S. and other) and RTAs

A3. Reduction of transaction costs for businesses

Negotiations leading to reduction of tariff and non-tariff barriers to
entry for specific Mongolian products.

Improved trade management capacity

Feasibility analysis of FEZ prepared, options developed and
presented to MOIT

QPR Jan-Mar-04 - Exhibit 11-1: Economic, trade, and financial policy support work plan implementation

application on 25th March 2004. Negotiations have
commenced.

Completed assessment of Mongolia's Free Trade Zones
Program and site evaluations of proposed Zamyn-Uud
and Altanbulag FTZ sites.

TIFA comments submitted to US Embassy. On going
preparation of petitions to USTR to expand product
coverage under the US GSP 2004 with MOIT to be
submitted in May 2004.
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Exhibit II-1: Economic, trade, and financial policy support work plan implementation (Jan-Mar-04)

A. ECONOMIC, TRADE, AND FINANCIAL POLICY SUPPORT

A4.

AS.

AWP-2004 ACTIVITIES

A3.1 Review of nominal and real interest rates, Bank of Mongolia
policies, banking spreads, and formulation of policy options

A3.2 Transit of goods through Russia and China
Deepening and strengthening of the financial sector

A4.1 Insurance sector regulatory environment

Response to emerging policy initiatives

A5.1 Countries' best practices, development of economic &
financial models to inform the negotiation of stability agreements
in the mining sector

A5.2 Review and updating of Jan-03 draft Economic
Development Strategy for Mongolia through 2015

PROJECTED ANNUAL RESULTS

Assessment of Bank of Mongolia requirements, banking spreads,
and formulation of policy instruments and plan of action to reduce
commercial interest rates to the lowest level consistent with the
needs of a strong financial sector development and a stable and
predictable macroeconomic environment.

Field investigation of Russian and Chinese practices applied to
the transit of selected Mongolian products and elaboration of
GATT-supported procedures for negotiation at bilateral meetings.

Implementation of insurance regulatory framework and
strengthened sector supervision.

As negotiated and agreed upon and consistent with project policy
support focus on laws, regulations, systems, and procedures
directly affecting the business environment.

GOM informed about best practices and lessons learned on terms
and administration of stability agreements and equipped with
economic and financial models to assess impact of stabilization
agreements.

Medium term economic development strategy prepared (2005-
2015), discussed with and supported by agreements with political
parties, private sector, and civil society.

END OF QUARTER STATUS

Assessment of Mongolia's mining sector
competitiveness and framework for use of stability
agreements completed at the request of MoFE.

Continuing work began in the last quarter at the request
of the Prime Minister's Office, project prepared a
prioritized development strategy tentatively entitled
Mongolia: Vision 2020 . Two drafts have been submitted
and discussed,; a third draft is scheduled for release
early in the next quarter.

File: QPR Jan-Mar-04.xls
Updated: 23-Apr-04
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Exhibit II-2: Energy work plan implementation (Jan-Mar-04)

B. ENERGY SECTOR REFORM SUPPORT

AWP-2004 ACTIVITIES

B1. Development and implementation of regulatory environment

B1.1 Regulations and implementation of cost-based standards for
sector companies

B1.1.1 Cost-based tariff calculation by sector companies

B1.1.2 Assist ERA with implementation of an IAS-based
Regulatory Accounting System

B1.2 Strengthening of ERA supervisory capacity

B1.2.1 Development and support for ERA system for
supervision of and implementation of a reporting system by
sector companies.

B1.2.2 Development and support for ERA's public information
strategy

B1.2.3 Develop Public Hearing Process to hear sector company
and Consumer complaints

B1.2.4 Assist ERA with review of temporary sector company
operating licenses and develop long term licenses

PROJECTED ANNUAL RESULTS

ERA staff issues a manual to sector companies to
calculate their cost for rate-making purposes. Tariff
methodology is understood by stakeholders.

Sector companies use uniform accounting rules for
regulatory cost reporting.

Strategic plan for regulatory implementation in place
and being implemented.

A set of working procedures for customer service in
place.

Procedures for public hearings in place and being
implemented.

A set of operating licenses for sector companies

END OF QUARTER STATUS

Initiated preparation of workshop materials for sector
company implementation of new cost-based tariff
system.

Prepared and issued a manual for sector company
use in implementation of two-part tariff system.

Initiated preparation of IAS-based charts of accounts
for sector company use.

Review of former project public information material.

Review of several temporary licenses.

B2. Development and Implementation of commercial orientation and
practices in private sector companies

B2.1 Billing and collection systems for distribution companies

Improved billing and collection methods.

B3. Attractive environment for private investment in the sector

Assessment memorandum on laws, rules and
regulations on country due diligence check list
commonly used by foreign investors and
recommendations for implementation.

QPR Jan-Mar-04 - Exhibit II-2: Energy work plan implementation
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Exhibit II-2: Energy work plan implementation (Jan-Mar-04)

B. ENERGY SECTOR REFORM SUPPORT

AWP-2004 ACTIVITIES

B4. Response to emerging policy initiatives

B4.1 Assistance to GoM in drafting energy sector legislation and
amendments

B4.2 On-demand assistance to ERA

PROJECTED ANNUAL RESULTS

As negotiated and agreed upon and consistent with
EPRC's sector focus on the regulatory environment,
commercialization and attraction of private investment
and management

END OF QUARTER STATUS

Continued review and comments on Energy Efficiency
draft law; recommendations for policy change and
changes to the draft made several times during the
quarter. Continued comments on draft Energy Law
amendments submitted during the quarter.

Review of ERA's proposal for life-line tariffs.

File: File: QPR Jan-Mar-04.xls
Upd Updated: 23-Apr-04
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Exhibit II-3: Business development services work plan implementation (Jan-Mar-04)

C. BUSINESS AND SECTOR / CLUSTER DEVELOPMENT

AWP-2004 ACTIVITIES

C1. Improved competitiveness of identified sectors/clusters

C1.1 Rapid assessment of key sectors/clusters

C1.2 Development of sector/cluster action plans

C1.3 Design of Matching Grants Program (MGP) for
sector/cluster associations

C1.4 Identification of niches for Mongolian products in target
export markets (Joint activity with Trade Specialist, MOIT, and
FIFTA)

C1.5 Sector/cluster-based workshops on potential target export
market niches for Mongolian products

C1.6 Support to sector/cluster associations

PROJECTED ANNUAL RESULTS

Concise sector/cluster reports summarizing current status,
constraints, supply and distribution chains, potential anchor firms,
and export potential to serve as basis of sector/cluster action plans.

Sector/cluster action plans developed and agreed upon with
representative associations and potential anchor firms.

Objectives, eligibility criteria, and operating procedures of Matching
Grants Program (MGP) for sector/cluster associations defined and
agreed upon; MGP begins operations.

User-friendly CD and Web site accessible database on potential
target export market niches for Mongolian products and competitors'
market share.

A wide representation of sectors/clusters, firms and GOM agencies
are made aware of potential target export market niches for
Mongolian products.

Improved range and quality of services delivered to members.

END OF QUARTER STATUS

Action plans were completed for the tourism and
natural fiber sectors. The meat and leather sector
action plans will be undertaken in the next quarter

The objectives, criteria, and operating procedures
have been defined for the Matching Grant Program,
now re-named as 'The Competitiveness Fund'. Upon
approval from USAID, the fund will begin operations
in May 2004.

The project has re-oriented the Fibermark Society
toward a more market-driven approach and
developed links with other institutions. Provided
promotional support to MTA members and facilitated
the introduction of a membership-based third-party
insurance scheme.
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Exhibit II-3: Business development services work plan implementation (Jan-Mar-04)

C. BUSINESS AND SECTOR / CLUSTER DEVELOPMENT

AWP-2004 ACTIVITIES PROJECTED ANNUAL RESULTS END OF QUARTER STATUS

The project has been providing demand-driven advice
to individual firms in the tourism, cashmere and

Sector/cluster firms receive specialized assistance, on a co- leather sectors. A mechanism to provide firm-level
payment basis, to improve their core business systems (marketing, | business development services (BDS) by third-party
production, working & investment capital, management & providers under a client co-payment scheme is

C2. Improved competitiveness of sector/cluster based firms. administrative controls, as required) to increase their sales. currently under consideration.

C2.1 Design of co-payment scheme for business development
services to client firms (Business Development Fund)
Sector/cluster firms made aware of BDF procedures and eligibility

C2.2 Marketing of the Business Development Fund (BDF) and o A . -
criteria; client firms recruited

recruitment of client firms
C2.3 Assessment of local Business Development Service (BDS) [Directory of local business development services consultants and

providers providers made available to firms

C2.4 Provision of business development services on a client co-

payment basis to sector/cluster firms through the Business Firms implement improvements in core business practices leading
Development Fund (BDF) to increased competitiveness.

C2.5 Contracting procedures workshops for business BDS providers develop additional expertise and improve range and
development services providers quality of services to clients

High potential firms improve core business systems in response to
specific transactions: sales, capital restructurings, new products,
C3 Improved competitiveness of high potential firms channels of distribution, etc.

High potential firms made aware of BDF procedures and eligibility
C3.1 Marketing of the Business Development Fund (BDF) and  |criteria; client firms recruited

recruitment of client firms

C2.4 Provision of business development services on a client co-
payment basis to high potential firms through the Business
Development Fund (BDF)

Constraints in the business environment identified through

C4 Formulation of action plans to address identified common transaction-based approach and action plans formulated and
constraints to business performance: policies, procedures, agreed upon on an as-needed basis with relevant parties to address
regulations, instruments, facilities, etc. them.
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Exhibit II-3: Business development services work plan implementation (Jan-Mar-04)

C. BUSINESS AND SECTOR / CLUSTER DEVELOPMENT

AWP-2004 ACTIVITIES PROJECTED ANNUAL RESULTS

As negotiated and agreed upon and consistent with BDS focus on
C5 Response to emerging opportunities to structure and facilitate |improving competitiveness of firms and improving the business
public or private/public transactions. environment.

C5.1 Tourist Information Center

C5.2 Wholly-owned Mongolian companies' leather association

END OF QUARTER STATUS

The project continued to drive the key partners toward
the formation of a Tourist Information Center. An
international tourism expert developed a business
plan for the TIC and discussed it with potential
partner organizations. A new MOU was drafted, with
signing projected for the next quarter.

The project provided organizational support and
advice to the new Mongolian-owned 'eco’ leather
group, culminating in the formation of a legal entity
with eleven founder members (‘ecoAris’).

File: QPR Jan-Mar-04.xls
Updated: 23-Apr-04
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Exhibit 1-4: Cross-cutting issues: National dialogue and project management work plan implementation (Jan-Mar-04)

D. CROSS-CUTTING ISSUES; NATIONAL DIALOGUE AND PROJECT MANAGEMENT

AWP-2002 ACTIVITIES PROJECTED ANNUAL RESULTS END OF QUARTER STATUS

D1. Improved public transparency, corporate governance
and national dialogue

D1.1 Mongolia Business Trust Not-for-profit organization, the "Mongolian Business Trust" (MBT) No activity until proposal is submitted to USAID and
registered, operating as a party to BD transactions, providing value- agreement is reached concerning provision of BDS
added services to foreign investors and local businesses through the | services to client firms by third-party providers using a
dissemination of information for businesses and contributions to a client co-payment scheme.
national dialogue.

D1.2 Open Government Web site Continued support for the Open Government Web site operated Open Government Website offices moved to project
through the MBT. facilities; scope of work prepared for and negotiations

underway with The Asia Foundation to improve
transparency and usefulness of the site.

D1.3 The Mongolian Business Trust Quarterly The Mongolian Business Trust Quarterly Review is available through | Delayed. Constrained by availability of qualified local
a Web site and distributed electronically to subscribers, in English and| staff for hire and delay in delivery of project server CPU,
Mongolian. ordered two months ago.

D1.4 Speakers Program Public speaking engagements and audience-targeted informal Public presentations held at the USAID Resource Center
presentation and discussion opportunities by visiting experts, short- on Free Trade Zones: Perspectives and issues (11-Feb-
term consultants, and project staff are utilized. 04) and on Issues in mining sector development:

Towards Mongolian mining sector competitiveness (5-
Mar-04).
D1.5 Assistance to the GoM with the Millennium At the request of the Prime Minister's Office, project
Challenge Account provided support on MCA indicators, eligibility

requirements, and likely project selection criteria to the
MCA Inter-Ministerial Working Group created by Cabinet
resolution.
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Exhibit 1-4: Cross-cutting issues: National dialogue and project management work plan implementation (Jan-Mar-04)

D. CROSS-CUTTING ISSUES; NATIONAL DIALOGUE AND PROJECT MANAGEMENT

AWP-2002 ACTIVITIES PROJECTED ANNUAL RESULTS END OF QUARTER STATUS

D2. Coordination and cooperation with partners, foreign Regular meetings and discussions lead to identified opportunities to First Energy Donor Round Table sponsored by EPRC
investors, bilateral, and multilateral organizations structure collaboration in mutually beneficial ventures. held on 27 February 2004 at the USAID Resource
Center. Numerous meetings with bilateral donors and
multilateral agencies held in March concerning the
preparation of draft prioritized development strategy.
Meeting held with GTZ on 19 March to discuss the
Millennium Challenge Account and likely requirements
for MCA-eligible projects.

D3. Monthly EPRC Review Coverage of project activities of general interest, issued monthly and | Three issues of the EPRC Monthly Newsletter produced
distributed electronically in English and Mongolian. and distributed in English and Mongolian.
D4. Internship program Participants acquire first-hand experience in best practices by working| Program scheduled to start late in the third quarter, after
side by side with experts on specific projects focused on improving elections.
the competitiveness of the Mongolian economy.
D5. Contract management Project contractual requirements are met.
D.5.1 Quarterly Progress Reports Submitted Quarterly Progress Report for the September 4
December 2003 period.
D.5.2 Annual Work Plans Draft work plan, first year budget, and LOP results

framework submitted per contractual requirement F.2
(a). Work plan pending final approval until negotiations
with subcontractors are concluded. Submission of
revised LOP budget with new Energy CLIN and final
value of negotiated subcontracts scheduled for
submission during the first part of the next quarter.

D.5.3 Training database
D.5.4 Other reports on demand Mission's PMP indicators for SO1 project-relevant
results submitted and several discussions held during
the quarter. Final review of these is scheduled for the
next quarter.

File: QPR Jan-Mar-04.xls
Updated: 23-Apr-04
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SECTION III: PROJECT MANAGEMENT AND ADMINISTRATION

A. Introduction

This section summarizes significant project management and administration activities, problems
encountered and actions taken to solve them, and main activities scheduled for completion during
the next quarter. Annex B contains a list of long-term local project staff and short-term expatriate
technical assignments. Annex C has a budget status report as of the end of the same period.

B. Significant project management and administration activities

Project management continued to focus on finishing procurement of contract-approved
commodities and recruitment of qualified local long-term personnel By the end of the quarter, the
project had finished procurement of al maor commodities, including two vehicles, computer
hardware, operating systems software, and applications.

The project still awaits celivery of a computer server to set up an internal local area network
(LAN) and an office-duty network laser printing. Delivery of both was five weeks behind
schedule by the end of the quarter. Wide band Internet connectivity provides access to the
Chemonics International servers and other email services in the interim and a separate CPU
provides shared mass storage to project staff.

Other than these delays in the delivery of computer equipment, ro unusua or major problems
wereencountered during the quarter.

C. Personnel

All key contract personnel were settled and work plan implementation proceeded smoothly.
Competent local staff has been hired at competitive rates for most positions, with the exception of
a macroeconomist and trandators/interpreters. Candidates for the latter positions have been

identified after intensive search and offers of employment will be made to them during the next
quarter. A young economist has been identified as a suitable candidate for the macroeconomist
opposition and will be joining the project during the next quarter.

C1l. Long-term local personnel

By the end of the quarter the project had eight local long-term professionals and seven support
staff. One local support staff position was cancelled during the quarter and one professional staff
was expected to be released from her contract in April. Exhibit B-1 in Annex B provides a
summary status of local staff as of the end of the reporting period.

C2. Deployment of shortterm expatriate technical assistance
Deployment of short-term assignments also went on smoothly and as planned. Five short-term

expatriate technical assignments were conducted during the quarter to assist the project in the
following tasks:



Economic Policy Reform and Competitiveness Project

Assessment of Mongolia's Free Trade Zones Program and site evaluations of proposed
Zamyn-Uud and Altanbulag FTZ sites

Assessment of Mongolias mining sector competitiveness and framework for use of
stability agreements

Preparation of prioritized national development strategy for Mongolia through Y ear 2020
Elaboration of a business plan for the proposed Tourist Information Center

Development of and training on IAS-compliant charts of accounts for energy sector
generating and distribution companies.

Exhibit B-2 in Annex B provides a list of names of expatriate short-term experts and indicates
purpose of the assignment, dates of arrival and departure.

D. Status of subcontracts

PA Consulting is no longer a subcontractor for the EPRC activity as Chemonics was not provided
access to their financials to justify their rates in spite of repeated requests and written offer of a

confidentiality agreement. Chemonics will use its extensive network of consultants to identify,
hire, and field the requisite shortterm expertise that was to be provided under the PA Consulting

subcontract. The withdrawal of PA Consulting from the original subcontractors team proposed by
Chemonics in its offer will not materially affect performance of the contract.

Negotiations with The Asia Foundation continued during the quarter to redefine their scope of
work to focus it on the public dialogue activity and support of the Open Government Website. It
is expected that negptiations will be finalized during the next quarter, clearing the way for a fina
L OP budget submission to USAID.

E. Budget status report

Annex C shows presents the project budget status showing al amounts invoiced during the
quarter, cumulative totals, and funds remaining by budget CLIN. The numbers are rounded to the
nearest dollar.

F. Problems encountered and remedial actions

There were no significant problems materially affecting contract performance during the quarter.
Problems encountered were expected and solved.

Unexpected delay in the delivery of a computer server did not materially affect contract
performance and project management set up an aternatively shared mass storage device for use
by project staff. Suitable candidates for trandators/interpreters, a macroeconomist, and a financial
analyst have been identified and are expected to join the project during the next quarter. This will
round up the staffing of remaining local positions.

G. Project and contract management actions expected for the next quarter

Project and contract management actions expected to be completed during the next quarter
include the following:
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Economic Policy Reform and Competitiveness Project

1. Complete hring process for outstanding positions of macroeconomist, translators, and
financial analyst

2. Ingalation of server to implement project Intranet and host the domain registered for the
project, eprc-chemonics.biz

3. Finalization of subcontract with The Asia Foundation (TAF) and submission of proposed
budget amendment with revised CLINs to include Energy sector support as a separate
CLIN; realigned LOP draft budget has been prepared but is on hold until a subcontract
with TAF is concluded

4. Negotiation with SOS Medica Mongolia to provide prepaid medical services to expatriate
and local project staff and request for Mission approval of these personnel benefits

5. Transfer of surplus equipment under contractor’s custody, with consent from the GoM and
USAID.
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ANNEX A: SUMMARY PROJECT DESCRIPTION







Activity duration:

17 September 2003 to
16 September 2008

USAID Contract No.:
438 C-00-03-00021-00

i Loy e

Implemented by:

Chemonics International Inc.
In association with:

The Services Group Inc.
Dexis Consulting Group
The Asia Foundation
Crimson Capital

Making Cents

Key personnel:

Fernando Bertoli, Chief of Party

Christopher Broxholme, Deputy Chief of Party
Janusz Szyrmer, Senior Policy Advisor

Bruce Harris, Senior Competitiveness Advisor
Horst Meinecke, Senior Energy Advisor

Economic Policy Reform and Competitiveness Project

Purpose of the activity

Accelerate and broaden sustainable, private-sectorded economic growth through
an improved enabling environment for private sector growth and more competitive
industries and sectors.

Project goals

1.
2.

Accelerate and deepen the policy reform process in Mongolia
Promote increased competitiveness in the Mongolian economy.

Project vision

Support a competitive participation of Mongolia in the world economy.

Project strategy

Continuation of the development, maintenance, and implementation of
sound, market-oriented macroeconomic, trade and investment, sectoral,
and microeconomic policies that promote sustainable and equitable
economic growth

An enabling business environment and regulatory framework that fosters
competition and attracts foreign investment and best business practices
The development of private sector businesses and clusters focused on
supplying the demand of target export and domestic market niches
capable of turning and maintaining comparative advantages into
competitive edges

Continued national dialogue on building a national consensus to “put
Mongolia on the world map” supported by government transparency and
good governance business practices

Project tasks

Policy analysis, formulation and implementation support.

This task category includes: (a) policy assessment and analysis; (b)
formulation of policy options for improving the competitiveness of the
Mongolian economy; (c) assistance in consensus building; and (d)
technical and managerial implementation support.

Consensus building, public education and national dialogue.

EPRC supports an improved environment for government transparency
and corporate governance by working with national decision-makers, the
business community, local government and community leaders, academic
institutions, and representatives of civil society using a consensus building
strategy linked to policy reform and private sector led economic growth.

Cluster development and support. EPRC works with individual firms
and interrelated groups (clusters) in key industrial sectors to develop
competitive, export-driven businesses. Priority sectors include cashmere,
tourism, hides, skins, leather, meat, and textiles.

Energy sector support: EPRC supports Mongolia’s efforts to develop
and implement a transparent, market-oriented regulatory environment to
promote a competitive and efficient delivery of energy services to
consumers; commercial practices in energy generation and distribution;
and an environment attractive to foreign and domestic private investment.

Internship Program. To improve the quality of economic, trade, and
business decision-making, EPRC runs a small internship program where
participants acquire first-hand experience in best practices by working side
by side with experts on specific projects focused on improving the
competitiveness of the Mongolian economy.

Tavan Bogd Plaza Building
Eronhii Said Amar Street
Ulaanbaatar, Mongolia

Telephone: (976) 1132 1375
Fax: (976) 113278 25
E-mail: Postmaster@eprc-chemonics.biz



XoparKkux xyrauaa:

2003 oHbI 9 1yra3p capbiH 17-Hbl ©1peec
2008 OHBI 9 1yra9p capbiH 16-HBI ©APHIAT XYPTAIT

AHY -pin OYXA-taii xuiicon rapammii Ne:
438-C-00-03-00021-00

- ]

OO

ke kA

EETTTEE
1.....?

Xoparkyynry oairyyJuiara:

~ AL
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XamTpary nyyc, KOMnaHn:

Asnitn Xerxmmiin Can

5 Cepsucuc I'pynn MHK.
Hokeuc Koncanrunr I'pynn
Kpumcon Kanuran
Mbiikunr C3HTC

Tec/miiH 30BIOXYY/E

Teocnutin youpoaey Gepranno bepromun

Teocnuiin 030 youpoaeu Kpuctodep bpokcxonm
boonoewin axnax 3eenex Snym Lupmep
Opcondex wadsapuin aciax 30616x bpyc Xappuc
Opuum x yunuii axaax 3e610x Xopct MoaiiHeke

DAWIH 3aCTUH OOJIOTBIH IIIMHATIAJI, OPCOJII0X
yaJBapbIH TOCOJI

Yiin axuuiaraansl 30pwiro:

XyBUIH X3BUUIMIH ©CONTUHI XaHrax TaaTail OpWHbI TOJOBIIYYIDK, WYY €pCeliex
?aaBapraii candap, YIWIIBIPIA IMUT OMii OOIroX 3aMaap ¥BUIH X3BIUIMIH TIPTYYIIIX
Yypor Oyxuii sSmMitH 3acrMifH TOTTBOPTOM ©CeNITHHI XypjaacraX, ©prexyyiasXxsi
OPIINHO.

Teciwmiin 30puar

1. Mouron yncag Xudra»k Oyl OOMJIOTBIH  MIMHITINMIAT  XypAacraH
TYH3THHPYYII9X
2. MOHI O YJIChIH 3UIH 3aCTUIH 6PCONIoX YaBaphIl I33LUTYYIIX

Tecimiin XTHiiH 30pWIT:

JpnxuiiH smuiiH 3acart MOHION YJICBIH OPOJILIOX ©pCceraex daasap Oyxuit opomnoor
TIBOMAKUX

Tecimiin cTpaTern:

TorrBopToOii, 3pX TATUI AUNAH 3aCTMHH O©COJITHHT XaHraxXyWIl 3aX 393JIMIH
Oapumkaatail Makpo OSAMHH 3aCTHifH, XyJalaa XepeHre OpyyJIalTbIH,
cabapblH  OONOH MHKPO OIMIH 3acruiiH  OOMIOTBIT  OOJOBCPYyNax,
XIPArKYYIIX

OpCeNIeeHHIT IOMKCIH, TOTOOIBIH OOJIOH TafaablH XOpPOHI® OPYYIAIThI
TaTax, OW3HECHHH INWI3T TYpPUUIATBIT JIBMXKUX OW3HECHIH  OpluH,
30XULYYJIAIT ? H MEXaHU3M Ouit 00arox

"30pWITOT” IKCIOPT MOH A0TOOA? H "HM?e” 3aX 333JIMIAH X9PIrL3r XaHraxas
TUIIIBTIACOH XAPbLAHTYH JaBYyY TaJbIl ©PCOIOX NaByy Taj Oonrox ?aaBapraii
XYBUITH OM3HECYYIMIT IOMKUX

3acruiiH ra3pblH Yill aXuiuiaraansel W1 TOJ OAMUIBI XaHrax, caiiH 3acariain,
OM3HECHITH TIPTYYH TypLUIAraj TYLIIMIIH, “ MOHIOM yJIChI J3JIXUIH ra3pblH
3ypar 139p TaBuX' acyy/ulaap YHIICHUM XIMIKI3HJ 36BIIMILEN Ouil 6oirox
sIpHa XIMLUTHAT YPraJDKITYYIIIX

Tecumiin yypor :

BoajorsiH MMHAWIND, TYYHHH O00J0BCPYYJIAT, XIPIKWITHIH Yl SIBUBID
JIOMKHX:

DOHIXYYy YT axwularaanbl YWIJINL Japaaxb 3yidn OarraHa. YYHT (a)
OO/UTOTBIH YHANII3), IIMHKII?; (0) MOHIONBIH SAMiH 3aCTUiiH epcernnex
YaZBaphIl IIUUTYYIIdX YYAHIIC OOMIOTBIH XyBIIOAPYYIbIT OOIOBCPYYIax; (B)
3OBIIWILEN XYPIX3J Tyclaiaa y3yyimx; 0a (r) 00uIoro XsparKHITUIH
LIATAH]T MIPTMKIMIAH OOJIOH YIUPUTATBIH I3MKIIAT Y3YYIIIX.

3eBIINILOT XYPIX, OJI0OH HHITHITH GOIOBCPOSI 02 YHIICHMIT XIMIKIIHMIA spua
XTI

EPRC Tecen Hb OOMIOTBIH IIMHATIA, XYBHWH XOBUUIMHH TIPIYYIdX yypar
Oyxuit SAMMH  3aCTMHH  ©COeNTTIM  YSUIAyyJlcaH  OJOH  HUMTUIH
0OJIOBCPOIT/36BIIMIILION XYPIX CTPATETHHT AIMITIAH YHAICHUN X3MIKIIHUI
IIMABAP raprarduji, OM3HECMEH, OPOH HYTIMHH 3acar 3axupraa, HUArMHIH
HIPBXUTI Oynryya, 60I0BCPOIIBIH Oalryyiuiaryya OOJOH UPrIaHUi HUMTMUIH
TOJeeNerunATI XaMTpaH aXWUIAX 3aMaap TOpHHH OalryyiuiarbH YiT
axuularaanel Wi Toj Oaiiian, KOMIAHWA yaup/ulara MEHeKMEHTUIHH TaaTai
OPYHUHT TOJOBIIYYIIIX3/T IIMKIIAT Y3YYJIIAT.

Candapl/oyaryyamiir xersyy/nx, jpvkux: EPRC Teces Hb 9KCIIOPTHIH 3aX 3aX
39301]] YMIJIICOH, OPCOJIeX uaaBapTail OW3HECYYIMHT XOIKYYIdX YYIHIIC
YIUIIBIPID JIMAH  TOJUIOX cabapyydaa ax axydH HADK KOMIIaHU OOJIOH
XOOPOHII00 ysinaaa Xoi00o Oyxuil canmdap/OynasrTsi XaMrpaH aKuulaiar.
Uyxan au xomborgon Oyxuil canbapyymax HOOIYYp, asulail >KyyawIal, apkc,
LIMP, CaBXU, Max OOJIOH HIXM3JIMIAH X YHIIIBIPYY Opk OaitHa.

Dpunm xyunuii canoapoir Mxnx: EPRC tecerr Hb  MOHIOJT X3p3rIaryquir
SPUYMM XYY?3p Yp AlIMITai, ©pCeiIeeHT3H XaHrax WI TOJ, 3aX 393JIMHH
3apUMMJI] HUMIICOH 30XUILYYIadThIH OPUMHI XOIKYYIIdX 0a X3PIrKYYIdX; IpUUM
XYd YWIOBOPIOTY, TYr3TY KOMIIAHUYABIT apWDKaaHbl XdI03pasp  YilT
@XWularaa sByyjax Jajyiara Typuuiarataid 60iarox; rajsiaaj, 10TOOIbIH XyBUITH
XOPOHI'® OPYYJIAITHIT TATAX OPUYUHT OYil GQITOXO I3MIKIIAT Y3YYIIIAT.
Cypraarbin xetontoep: EPRC Hb Xyaanaaa, sauiiH 3acar, OU3HECHITH IIMAABIP
raprax Y1 SBLBIH YaHAPBIT OHAOPXKYYIIX 30pUIroop MOHIOI YiICbIH 3IUiH
3aCTUIH ©pcesiox YaaBapbIr ABLUTYYIIX3/1 YHITIIC3H TOAOPXON TOCIYY 133D
MIPIrKUITHYYATIH TYIDK @XWUIaX, OOAMT Jauiara Typuulara 333MIIYYIdX
JKIDKUT X3MIKIOHHIN CYPraThIH XOTOIOOPYYA 30XHUOH SIBYYIDK OaiiHa.

Tasan borpa I1naza
Epenxuii caiin AMapbIiH rygaMx
Vnaaubaarap, MoHrom yic

Yrac: (976) 11 3213 75
®daxc: (976) 11 32 78 25
E-mail: Postmaster@eprc-chemonics.biz



ANNEX B: LONG-TERM LOCAL PERSONNEL AND EXPATRIATE SHORT-
TERM ASSIGNMENTS




Economic Policy Reform and Competitiveness Project

Exhibit B-1: Local long-term project staff as of the end of Jan-Mar-04 quarter

Mandalmaa Dashdor;j

22-Mar-04

Employee name Position Start date Enddate
Professional Staff
Altansukh Tumenjargal IT specialist 10-Nov-03
Amgalan Nordov Energy specialist 10-Nov-03
Nyamdulam Nyamjav Accountant 26-Nov-03
Jigjidmaa Dugeree Business development advisor 8- Dec-03
Byambasuren Chuluunbaatar : Economic analyst 15-Dec-03 15-Apr-04
Indraa Bold Business development advisor 5-Jan-04
Munkhtulga Khurelbaatar Translator/Interpreter 18 Mar-04
Support Staff
Uurtsaikh Sanghi Operations manager 10-Nov-03
Khaliun Yura Receptionist 26-Nov-03
Urinzol Erdenebat Executive assistant 8- Dec-03 10-Mar-04
Oyuntsetseg Minjin IT assistant/Information officer 12-Dec-03
Bulgan Narankhuu Administrative assistant 23-Jan04
Odgerel Myagmar | Business development assistant 26-Jan-04
Batmunkh Batsuren Driver/Messenger 1-Feb-04
Erdenebat Dangaasuren Driver/Messenger 6-Feb-04
i Administrative assistant

Exhibit B-2: Short-term expatriate technical assignments during the Jan-Mar -04 quarter

Name Purpose of assignment Date of Date of
urp 9 arrival departure
Assessment of Mongolia's Free Trade Zones
Program and site evaluations of proposed Zamyn
Jose Ceron Uud and Altanbulag FTZ sites. 29-Jan-04 ; 17-Feb-07
i Assessment of Mongolia's mining sector :
; competitiveness and framework for use of stability
¢ William Arnold { agreements. 28-Feb-04 | 7-Mar-04
: Assist with preparation of prioritized national
; development strategy for Mongolia through Year
i David Snelbecker i 2020. 8Mar-04 i 26-Mar-04
Assist with development of business plan for
i John Heather i Tourist Information Center. 6-Mar-04 ;
: ! Assist with development of and training on 1AS: :
i compliant charts of accounts for energy sector
i Larry Jensen i generating and distribution companies. 12-Mar-04 :






