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I. BACKGROUND 
 
A. The Project 
 
1. The proposed Ulaanbaatar Urban Services and Ger Areas Development Investment 
Program (the Project) will support the Ulaanbaatar City master plan in upgrading priority service 
and economic hubs (subcenters) in ger areas. The Government of Mongolia and Asian 
Development Bank (ADB) signed a loan agreement to implement the Project through multitranche 
financing facility (MFF) program. The investment program will be implemented over 9 years and 
will comprise three tranches. Combining spatial and sector approaches, it proposes an integrated 
solution to respond to the growing demand for basic urban services and develop subcenters as 
catalyst for growth in the ger areas. The program involves financing core urban infrastructure and 
basic services in priority road sections, investments in socioeconomic facilities based on 
communities’ needs, and the improvement of service providers’ operation management. The 
program will also support (i) community participation, awareness, and empowerment; (ii) urban 
planning and subcenter development; (iii) extensive on-the-job training in project management 
and implementation; and (iv) sector reform initiatives necessary to support the program road map 
and policy framework.  
 
2. The expected impact of the investment program will be improved living conditions in 
Ulaanbaatar. The expected outcome is a network of livable, competitive, and inclusive subcenters 
in Ulaanbaatar’s ger areas.  

 
3. The first tranche of the MFF program will support the city master plan in developing the 
Selbe and Bayankhoshuu subcenters. The two priority areas are planned to become the main 
centers in the northern mid-ger area, aiming to deliver urban and socioeconomic services to a 
current combined population of over 200,000 people. The main components to be financed are 
(i) sewerage network extension from the nearest terminals of the existing city sewerage system: 
(a) 3.5 kilometers (km) collector main for Bayankhoshuu and 2.6 km for Selbe, (b) sewerage 
pumping station along with 2 km of sewer pipe extension and 0.9 km of sewer pressure pipe in 
Selbe, and (c) connection to the public facilities located along the road corridor and within each 
subcenter; (ii) road and urban services: (a) 15 km of combined priority roads; (b) 18.6 km of water 
supply, 20 km of wastewater, and 21 km of district heating network pipes; (c) sidewalks, drainage, 
flood protection, waste collection facilities, public space, lighting, and urban furniture; and (d) five 
heating facilities using most suitable state-of-the-art environmentally friendly technologies; (iii) 
social and economic facilities like two kindergartens, 8–9 hectares of green areas, and small 
squares and two business incubator centers associated with two vocational training centers; (iv) 
multi-interventions in the Ulaanbaatar Water Supply and Sewerage Authority to improve the 
central wastewater treatment plant and drinking water supply network, improve local control, and 
central operational control systems, improve water pumping system, implement a domestic and 
industrial water metering program, and install remote controlled flow-meters for nonrevenue water 
management; and (v)  institutional strengthening and capacity development for (a) detailed design 
and construction supervision for the water supply and wastewater collection systems, municipal 
infrastructure, and heating services; (b) community participation, awareness, and empowerment, 
and small and medium enterprises development; (c) capacity building and institutional 
strengthening for urban planning and subcenter development; (d) program management office 
(PMO) to strengthen program implementation capacities; and (e) service provider institutional and 
regulatory reforms.1  
 

                                                
1 ADB. 2013. Initial Environmental Examination - Mongolia: Ulaanbaatar Urban Services and Ger Areas Development 

Investment Program (MFF, Project 1). Manila 
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4. The Project was approved on 17 December 2013. The safeguard categories are A for 
involuntary resettlement, B for environment; and C for Indigenous People.2 According to the two 
land acquisition and resettlement plans (LARPs) prepared for Selbe Subcenter Roads and 
Infrastructure Component and Bayankhoshuu Subcenter Water Reservoir and Water Supply 
Component, the Project is affecting 825 landowners (1,400 households) – including 342 fully 
affected and 458 partially affected.3 

 
5. Table below presents the Project’s source of funding:4 

 
Grant 0380-MON: 
Ulaanbaatar Urban Services 
and Ger Areas Development 
Investment Program - 
Tranche 1 

Urban Environmental 
Infrastructure Fund under the 
Urban Financing Partnership 
Facility 

US$ 3.70 million 

Loan 3098-MON: 
Ulaanbaatar Urban Services 
and Ger Areas Development 
Investment Program - 
Tranche 1 

Ordinary capital resources US$ 27.50 million 

Loan 3099-MON: 
Ulaanbaatar Urban Services 
and Ger Areas Development 
Investment Program - 
Tranche 1 

concessional ordinary capital 
resources lending/Asian 
Development Fund 

US$ 22.50 million 

Loan: Ulaanbaatar Urban 
Services and Ger Areas 
Development Investment 
Program - Tranche 1 

European Investment Bank US$ 28.38 million 

Counterpart financing Municipality of Ulaanbaatar 
City  

US$ 22.4 million 

 
B. The Complaint 
 
6. A group of 31 Project affected people (AP) supported by Oyu Tolgoi Watch, Zurgaan 
Buudal, and Land Acquisition and Citizens’ Rights and Interests submitted the complaint 
(Appendix 1) to ADB. The complaint, received by the Office of the Special Project Facilitator 
(OSPF) on 28 March 2018, requested problem-solving under the ADB’s Accountability 
Mechanism Policy.5 The OSPF acknowledged receipt and registered the complaint on 3 April 
2018 (Appendix 2). The Complainants alleged damages and negative impacts from the land 
acquisition and property valuation of the Project, including concerns about “their rights are 
severely violated in the process of land and property valuation for compensation for land 
acquisition and requested to resolve the following negative impacts on the complainants: 

• lack of social impact assessment & meaningful consultation in the process of 
developing the project & announcement of land acquisition notice without due 
preparations has caused damages to affected persons; 

• lack of consultation on the methodology of valuation; 
• information not disclosed, not accessible, deceiving/misinforming citizens;  
• lack of official relationship and documentation; 

                                                
2 https://www.adb.org/projects/45007-004/main#project-pds 
3 https://www.adb.org/projects/45007-004/main#project-documents 
4 https://www.adb.org/projects/45007-004/main#project-pds 
5 http://www.adb.org/site/accountability-mechanism/problem-solving-function/problem-solving-process 
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• ADB & European Investment Bank (EIB) safeguards policies have not been 
complied with; 

• land acquisition process carried out in the winter season;  
• using pressure and intimidation; 
• the Oversight Committee responsible for protecting APs’ interest is not fulfilling its 

mandate; and 
• provoking conflict between neighbors & family members.” 6 

 
7. The same complaint was lodged with the complaints mechanism of the EIB, a Project 
cofinancier. 
 
C. Determination of Eligibility  
 
8. To determine the eligibility of the complaint, the OSPF did a desk review of the Project 
documents and the Special Project Facilitator conducted an initial fact-finding mission from 7-9 
April 2018. The Project area, including the road alignment which affects many of the 
Complainants, was visited, meetings were held with Complainants; other community members 
affected by the Project who volunteered to provide feedback on the Project impacts; Municipality 
of Ulaanbaatar City (MUB); the Project’s PMO; and ADB Project staff from East Asia Department 
(EARD) and Mongolia Resident Mission (the resident mission). A barrier in progressing was the 
fact that Complainants refused to provide their names/addresses to the PMO. On this basis, it 
was agreed that it is important to make the complaint eligible for problem-solving and to mobilize 
OSPF staff and a local consultant as soon as possible so that negotiations with the Complainants 
can be initiated. The complaint met OSPF’s eligibility requirements and was declared eligible for 
problem-solving on 12 April 2018. 
 

II. REVIEW AND ASSESSMENT 
 
A. Objectives and Methodology 
 
9. A review and assessment mission was undertaken by OSPF staff in Ulaanbaatar, 
Mongolia, from 27 April to 3 May 2018. A local mediation facilitator was on board 17 April 2018. 
The objectives of the Mission were (i) to explore the history of the complaint and better understand 
the issues; (ii) confirm the key stakeholders and facilitate a dialogue between them; (iii) map out 
perspectives and explore stakeholders’ readiness in joint problem-solving; and (iv) recommend 
next steps and course of actions. The review and assessment also included (i) documentation 
review; (ii) one-on-one and group interviews with the Complainants and PMO; (iii) workshops; 
and (iv) a roundtable discussion. The workshops were organized to consult and inform 
communities in Selbe and Bayankhoshuu areas on the safeguards policies and Mongolian law on 
land valuation. The roundtable discussion included representatives from the MUB working group, 
ADB Project staff, and the PMO with the purpose of clarifying issues of concern and explore 
potential agreeable actions to move forward in the problem-solving process. 
 
B. Identification of Stakeholders 
 

1. The Complainants 
 

10. The formal Complainants are the 31 signatories to the complaint letter, who are AP from 
Selbe and Bayankhoshuu communities. However, during the review and assessment stage, there 
was an increase in the number of Complainants to 110 AP. 

                                                
6 Excerpt from an original complaint filed on 28 March 2018 with the Office of the Special Project Facilitation, Asian 
   Development Bank.  
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11. Representation. In the letter to OSPF, the Complainants stated that their complaint was 
prepared with the support of two nongovernment organizations (NGO)—Oyu Tolgoi Watch, 
Zurgaan Buudal, and Land Acquisition and Citizens’ Rights and Interests NGO and requested 
their representation on behalf of the Complainants.  

 
12. Confidentiality. Although the Complainants requested confidentiality in the complaint 
letter, they agreed that their names to be released to the PMO through OSPF’s local mediation 
facilitator during this phase on 19 April 2018.  
 

2.  The Complainants’ Representative 
 

13. Oyu Tolgoi Watch, Zurgaan Buudal Residents’ Rights & Interests Protection Federation 
NGO and the Citizens’ Rights and Interests in Land Acquisition NGO supported the Complainants 
in drafting the complaint and participated in several meetings including during eligibility 
assessment mission by OSPF. Their role was to provide advice and guidance to the Complainants 
regarding ADB policies and procedures. 
 
 3.  Government Agencies  
 
14. Agencies involved in making decisions are the (i) Project’s executing agency, MUB, and 
(ii) Project’s PMO. 
 

4.  ADB East Asia Department and Mongolia Resident Mission  
 
15. The ADB’s EARD and the resident mission are responsible for the administration of the 
Project. The Project officer is based in the resident mission, and implements, administers the 
Project and provides advice and guidance to PMO. 
 
C.  Assessment of Issues 
 
Land and Property Valuation 
 
16. The Complainants expressed dissatisfaction with the valuation process and the 
methodology of land, property, and assets. Several plots were being divided with compensation 
for half the plot or two-thirds of the plot making the living area untenable. The land is devalued 
and should be more than 45000 Mongolian Tughrik (MNT)/M2 in Bayankhoshuu and 60,000 
MNT/M2 in Selbe since they cannot buy a plot elsewhere with the same size at the price that is 
being used for calculating the compensation. Some Complainants alleged that in 2012, 
government informed people not to improve property and, hence, they suffered opportunity loss 
by not doing anything to improve. There were multiple dwellings/households (who are non-title 
holders) on a single plot but only title holder and asset owners were compensated which led to 
arguments and conflicts between family members and neighbors. There were issues such as no 
options for replacement/alternate land being offered for people to choose, valuation of the land, 
and assets had not been done in consultation/negotiation with the Complainants, valuation results 
have been imposed, and compensation was paid in 60/40 percent installments after the 
Complainants vacated the land. 
 
Livelihood Restoration 
 
17. The Complainants alleged or claimed that the compensation amounts offered did not 
include loss of income and economic/livelihood opportunities, including lack of consultation with 
AP on the livelihood restoration plan that was included in the  resettlement plan.  AP expressed 
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frustration and requested such losses be assessed and compensated for social and economic 
displacement in accordance with the principles of the ADB’s 2009 Safeguard Policy Statement. 
The NGO representatives emphasized that such programs must be channeled to two programs: 
(i) program to help vulnerable people to receive their entitled government benefits and social care 
services and (ii) program to help AP with commercial and business establishments to restore their 
business at the resettled location. 
 
Communication and Consultation 
 
18. The Complainants alleged that there has been no consultation about the Project. There 
was a little or no information to AP on how compensation was being calculated, including the 
methodology for valuation. The draft LARP in Mongolian language for tranche 1 was not posted 
on the ADB website and in this context, AP alleged that there had been no consultation. The AP 
have been trying to communicate their concerns on land valuation and the compensation offered 
with the land agency, PMO, and relevant project stakeholders. Despite many letters and 
discussions, the dispute continues between the residents and PMO. PMO informed that the draft 
LARP hasn't been finalized yet and therefore it is not uploaded on the ADB website, whereas, the 
updated land acquisition and resettlement framework for tranche 1 was uploaded. PMO also 
expressed that they have organized the public consultation meetings with the following 
information was distributed to the attendees: (i) the Project and its progress, (ii) general 
information on ADB’s safeguard policy statement and principles, resettlement framework, 
entitlements, eligibility, compensation valuation (full replacement value), GRM, the land 
acquisition and resettlement (LAR) implementation procedures, cut‐off date, Mongolian 
legislation, etc., and (iii) subcenter subprojects and scope of LARs.  
 
Grievance Redress Mechanism 
 
19. The Complainants and NGOs expressed disappointment with the lack of appropriate and 
timely response from the grievance redress mechanism (GRM) staff and questioned the 
effectiveness of the Project’s GRM. According to the PMO, the Project’s GRM (Figure 1) was 
designed to provide an effective and systematic manner to respond to queries, feedback, and 
complaints from APs and other stakeholders. The mechanism was meant to function as 
follows:  there is an online (e-system) that registers and processes a complaint when a complaint 
letter is submitted to PMO. The e-system is centrally managed by MUB. When a complaint letter 
is sent to PMO, the PMO takes two weeks to acknowledge to the complaint. After this, the PMO 
works with the relevant agency to resolve the issue. If the PMO is unable to resolve, it is escalated 
to the next level of the GRM, which is MUB and/or ADB Project team. According to the agreed 
GRM, the time for grievance resolution is 30 days. If after this intervention and APs are not 
satisfied with the solution, they may pursue further action in the appropriate court of law. This e-
system is limited to grievances being logged into a database which tracks the process of receiving 
the complaint, possible actions taken, and the closing of the complaint. However, there are no 
clear procedures or timelines in handling complaints. Staff handling complaints have not been 
trained in complaint handling, either which explains why complaints take a long time to be 
resolved. ADB Project team expressed that the PMO, in fact, is following entirely the MUB 
complaint handling system but not the GRM of the Project as set in the resettlement framework. 
However, the GRM as described in the resettlement framework (RF) is not functioning as it should, 
and the reasons expressed by the stakeholders were as follows: 

(i) The LAR working group is not functioning well. This working group is headed by the 
Vice Mayor; however, it is not clear if this Vice Mayor is still the head of the working 
group or the Head of Strategic Planning Department of MUB. 

(ii) Many of the complaints were related to land price and issues such as allocation of 
land and compensation amounts (AP who have very small land parcels with almost 
no structures and therefore the total compensation amount is very low which will 
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not be sufficient to purchase replacement land, etc.,). These were issues that PMO 
cannot decide and referred Complainants to go to MUB and Land Agency which 
made Complainants felt that PMO was not resolving the issues themselves. 

(iii) According to the GRM outlined in the RF, the above issues should be resolved at 
the highest level, i.e. at the Vice Mayor’s level, guided by the PMO. Whereas in 
reality, the PMO forwarded these to MUB and Land Agency and referred the 
Complainants to work with them directly instead of working through all the four 
steps, as described in the RF. This is because the PMO neither had the competency 
nor the power to handle these issues and, therefore, the Complainants had to file 
the complaint again with MUB or Land Agency which created additional burden to 
them and distrust the system. 

(iv) Although Complainants reached out to PMO and MUB multiple times, there was 
delay in reaching to a mutually acceptable solution and, hence, Complainants 
reached out to ADB’s Accountability Mechanism. 

 
Figure 1: Grievance Redress Mechanism Process of the Project 

 

 
 
 

III. AGREED COURSE OF ACTIONS AND NEXT STEPS 
 
20. Based on in-depth discussions with all stakeholders, the OSPF concluded that the 
complaint could be resolved through the problem-solving process, involving more consultations, 
joint meetings, and continued dialogue among stakeholders. There was a broad acknowledgment 
that the complaint issues were legitimate and should be addressed. All stakeholders interviewed 
for the review and assessment were willing to participate in meetings or other forums, with the 
Complainants, to address issues and solve problems. The OSPF recommended all the 
stakeholders to keep the process participatory, fair, and consultative.  

 
21. The ADB Project team was already in the process of carrying out due diligence on land 
acquisition and resettlement, including discussions on how to improve overall resettlement 
implementation with the PMO, MUB, and Land Agency and identify actions to resolve the issues. 
A Project Task Force, headed by the MUB, was established on 23 March 2018. In parallel, it was 
noted that the Project AP initiated a land and property revaluation process on sample plots. Two 
orientation sessions on ADB Safeguards Policy Statement and Mongolian law on land valuation 
were conducted by the ADB Project team to both the Complainant communities during the OSPF 
review and assessment initial mission from 27 April to 3 May 2018 to help them make informed 
decisions, and it was assured that these sessions will continue in the future for all the other 
relevant stakeholders.  

 
22. During the same Mission, a round table discussion was conducted with participants from 
PMO, ADB Project team, and MUB working group facilitated by OSPF. The MUB, in principle, 
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agreed to the proposed measures to address the key issues from the Complainants, such as (i) 
options for replacement land for non-land owners; (ii) partial land acquisition does not leave the 
plot unviable for the residents; (iii) option for replacement land with small plots title holders with 
small plots and non-title holders; (iv) livelihood restoration; and (v) process for revaluation of land 
and assets. It was decided that these issues will be further fleshed out in detail together with all 
the stakeholders and built into a memorandum of understanding (MOU) between Complainants, 
NGOs, ADB Project team, MUB, and the PMO. Moving forward, it was agreed that the OSPF local 
mediation facilitator will facilitate the joint meetings among stakeholders to flesh out the MOU and 
support on a day-to-day basis in this complaint resolution process.  

 
23. The OSPF agreed with the Country Director of the resident mission and ADB Project team 
to pursue discussions with MUB to maintain the momentum and is committed to continue 
providing support to resolve the problem. This completes the review and assessment of the 
problem-solving process and OSPF will move forward to the next stage. 
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