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Overview
Owning division GGPI

Country / Region / 
Global implementation

Mongolia /
Asia & the Pacific

Thematic area Multi-sectoral

Project start date Q1 2017

Funding source Core

Approved budget for 2018 USD 1,091,110.74 

Actual expenditure USD 933,227.56

% utlization of inputs 85.53%

% of outputs achieved 66.67%

Relevant SDGs
GOOD HEALTH
AND WELL-BEING SDG 3. 

Good health and well being.
AFFORDABLE AND 
CLEAN ENERGY SDG 7. 

Affordable and clean energy.
SUSTAINABLE CITIES 
AND COMMUNITIES SDG 11. 

Sustainable Cities and Communities.
RESPONSIBLE
CONSUMPTION 
AND PRODUCTION SDG 12. 

Responsible Consumption and Production.
CLIMATE
ACTION SDG 13. 

Climate Action.

Highlights
• Letters of commitment obtained for the Mongolia Green Finance 

Corporation for USD 10 million in equity.

• Approval from GCF of the PPF application prepared by GGGI for MGFC.

• Decision from to the Government of Mongolia to allocate state budget 
to pilot the retrofitting of residential buildings.

• MoU signed between the ERC and CNIS.

• Environmental awareness campaign.

Context
Mongolia is a Northeast Asian middle-income country state, vulnerable 
to external shocks, especially mineral commodities prices, and 
disproportionately impacted by climate change, including increased 
dzud (extreme winter weather) disaster risk, reduced pasture 
productivity, and accelerated urbanization (INDC, 2015). Improving 
the resilience of communities to the impacts of climate change and 
transitioning to a greener development pathway is a priority of the 
Government of Mongolia (GoM), as enshrined in its National Green 
Development Policy (2014) and Action Plan (2016). Mongolia’s energy 
sector is highly dependent on fossil fuels. Over 90% of heating and 
electricity are derived from coal (NSO, 2015). Soil and air pollution 
from fossil fuel energy are particularly acute in Mongolia’s peri-urban 
ger areas of Ulaanbaatar and other secondary cities, where poverty 
exceeds the official national rate of 27% (NSO, 2012).

Mongolia has made commitments to increase renewable energy 
generation and improve urban planning and resilience in its NGDP 
and Action Plan, INDCs, and Sustainable Development Vision 2030 
(2016). While the policy environment has improved, implementation 
and financing to address these challenges remain well below the levels 
needed to transition to inclusive green growth. Additionally, green 
growth is not yet well integrated into energy and urban development 
policy implementation and financing at the line ministry or provincial/city 
levels. Given the current impacts of lower than projected commodities 
prices and constrained foreign direct investment, the government budget 
is overstretched to introduce many of its intended green development 
measures. These constraints have led the country to request and secure 
an Extended Fund Facility (EFF) arrangement from the IMF in 2017.

Overall objective

Economic growth with greater resource efficiency, greater social 
inclusion and lower GHG emissions intensity and increased awareness 
and inclusion of green growth principles in policies and planning.
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Results achieved in 2018

OUTCOME 1 STATUS ACHIEVED

Key recommendations adopted by MET and/or relevant agencies 
to displace fossil fuels with renewables and promote green 
public buildings.

Within the period of 2017-2018, GGGI supported the Government of 
Mongolia on several policy related pieces including: The National Energy 
Efficiency Action Program, adopted by Cabinet in 2017, and an energy 
efficient Standards and Labelling regulation, expecting Cabinet approval 
in 2019. GGGI contributed to promote the topic of green building both 
for public and residential buildings, helping the government explore how 
the involvement of the private sector could help bridge the financing 
gap. Plans for a green kindergarten were approved by the Ministry of 
Education in 2017, and a USD 600,000 pilot green KG will be funded 
as part of an ADB sponsored loan project. The work delivered by GGGI 
on Green Public Private Partnerships for public education buildings was 
received by the City of Ulaanbaatar’s Innovation Department but failed 
to undergo City Council approval for funding. The work carried out by 
GGGI as part of the market assessments for the Mongolia Green Finance 
Corporation project contributed to raise the interest of the Ministry of 
Finance in directing its subsidies towards energy efficient constructions 
and Green mortgage for standalone energy efficient houses was included 
as one of the focuses of the coming subsidized mortgage program from 
the GoM. The market assessments demonstrated a market of over 
USD one billion for energy efficient housing (both retrofits and new 
constructions) in peri-urban areas of Ulaanbaatar.

OUTPUT 1.1 STATUS ACHIEVED

Support the development of at least 3 green energy project proposals.

3 proposals were developed and submitted for funding in 2018 as a result 
of GGGI’s support to the government, all related to energy efficiency 
improvement in various sectors. The Government of Mongolia has 
decided to include MNT 6 billion (USD 2.4 million) for the 2019 state 
and local budget to implement 24 residential buildings retrofitting. 
GGGI has played an instrumental role in advocating implementation of 
a major NDC target (reduction of residential building heat loss) through 
its scaled-up efforts to attract climate and green financing for bankable 
project preparations. The project preparation work carried out by GGGI 
for Ulaanbaatar City’s Mayor’s office supported the allocation of MNT 6 
billion in the state budget to kick start the Thermo technical retrofitting of 
residential buildings.

The Mongolia Green Finance Corporation funding proposal to the 
Green Climate Fund was developed with the financial support of a GCF 
Readiness programme implemented by GGGI, and commitment from 
the Government and 10 commercial banks to invest USD 5 million in 
equity each was secured. A project preparation facility application was 
developed by GGGI, submitted by GCF’s Direct Access Entity XacBank 
and approved by the GCF in December 2018. The funding proposal is 
expected to be presented to and approved by GCF during 2019, with 
GCF adding USD 5 million in equity, 33 million in concessional loan and 
a USD 2 million grant.

OUTPUT 1.2 STATUS ACHIEVED

Support the development at least 3 green public building 
project proposals.

In 2017, GGGI supported the City of Ulaanbaatar in the elaboration of 
a landmark report identifying the contribution that the City can make 
to the achievement of Mongolia’s NDC.

In order to support Mongolia’s national target of 40% reduction in 
building heat loss by 2030, GGGI focused its support on introducing 
innovative financing mechanisms to allow the retrofitting of residential 
buildings. Focus was put on exploring the energy performance 
contracting model, as a way to allow the mobilization of finance form 
the private sector into energy efficient retrofitting projects.

Leveraging on ICLEI East Asia Secretariat’s contribution, a project 
Outline was prepared by GGGI and ICLEI to the NAMA Facility 5th 
Call for proposal and was shortlisted for further assessment. The 
focus of the proposal was the design of a comprehensive approach to 
the retrofitting of residential buildings designed to alleviate the main 
barriers identified introducing Energy Performance Contracting and 
the monetization of energy savings under a Standard Offer Approach. 
Although it did not reach funding stage, NAMA provided a very positive 
feedback and encouraged a resubmission at the next call. The proposal 
packaged a total of 330 smaller projects or building blocks to be 
retrofitted. Given the nature and complexity of the project, resources 
were focused on additional project preparation for TTR instead of 
early stage exploration of other project opportunities. In addition, the 
Cities and Energy Program jointly worked on a scoping study for the 
replacement of heat only boilers for public building in ger areas.

OUTCOME 2 STATUS ACHIEVED

At least seven infrastructure projects developed and at least one 
project financed.

Outcome 2 was completed in 2017, with the business case for a low 
carbon and cost-efficient public infrastructure PPP starting with selected 
pilot project sites – 9 kindergartens and 1 primary school - in Ulaanbaatar. 
Ulaanbaatar City benefited from GGGI’s support in designing a project 
financing and implementation structure that is beneficial and affordable 
via a performance based/availability payment PPP model, the first of 
its kind for social infrastructure projects. The cost-benefits analysis 
applied (including environmental, health and educational cost and 
benefits) underlined a 13.3% higher value for money in favor of the PPP 
option compared to the baseline option. Draft procurement documents 
including technical ToRs, evaluation criteria and methodology designed 
for bidding proposals were prepared and handled to UB City as part of 
this assignment. The project successfully secured additional funding from 
the Federal Ministry for Economic Cooperation and Development of 
Germany (BMZ) through the NDC Partnership to support the project’s 
procurement preparation and market sounding activity. Completed by the 
end of December 2017, it and obtained UB City’s official endorsement 
letter for its successful completion. The 10 PPP projects, although included 
in the List of Concessions, failed to undergo City Council approval in 
2018. The regulatory framework for the assessment of public capital 
investments solely takes into account the upfront costs and fails to factor 
in total lifecycle costs including O&M. Green projects or PPPs therefore 
compare poorly with traditional Build-Transfer projects. The 10 projects 
were removed from the draft list of concessions as performance-based 
budgeting impeded technical discussions.
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Partners
Local
• Ministry of Environment and Tourism

• Ministry of Construction and Urban Development

• Ministry of Finance

• Ministry of Energy

• Energy Regulatory Commission

• Environment and Climate Fund

• National Dispatching Center

• Ulaanbaatar Capital City – Governor’s Office

• Environment Department

• Mayor’s Office

• Industry Development and Innovation Department

• Education Department

• Governor’s Office of Ulaanbaatar City

• Mongolian Bankers Association

• Mongolian Sustainable Finance Association

• Business Council of Mongolia

• Arig bank

• Green Economy Coalition

• Mongolian Renewables Industry Association

• Mongolian University of Science and Technology

• Green Business Council

International
• Green Climate Fund (GCF)

• ICLEI East Asia Secretariat

• Deutsche Gesellschaft für Internationale Zusammenarbeit GmbH (GIZ)

• USA National Renewable Energy Laboratory (NREL)

• China Energy Management Companies Association (EMCA)

• China National Institute of Standardization (CNIS)

• Energy Conservation Center Bratislava (ECB)

• United Nations Development Programme (UNDP)

Additional results
Thanks to GGGI China and Mongolia programs’ knowledge exchange 
program on energy efficiency and ESCO development, ties were built 
between the Energy Regulatory Commission of Mongolia and several 
government organizations in China. Consequently, a MoU was signed in 
October 2018 between the ERC and China’s institute for Standardization 
(CNIS), and another MoU is planned to be signed in Q1 2019 with the 
National Energy Conservation Center of China (NECC).

GGGI Mongolia initiated an environmental awareness campaign, under 
the auspices of the MET and using its work relationship with various 
government organizations. 10 educational, child friendly videos were 
developed on topics such as energy efficiency, air pollution, waste 
management and advertised through social and other media. Over a year 
videos have been viewed more than 800,000 times and shared more than 
29,000 times on various social media platforms.

The municipality of Ulaanbaatar has decided to allocate USD 600,000 
in funding for a pilot green kindergarten as part of an ADB loan package. 
The kindergarten is planned to use elements of the design which was 
developed with GGGI support in 2016.

Lessons learned
Government instability

• Political instability and frequent changes in government affect the building of long-term relationship and engagement.

Energy Efficiency

• Energy efficiency projects in the public sector are constrained by the impossibility for public institutions to monetize savings, as they translate into 
budget cuts (the share of the institution’s budget dedicated to energy costs decreases with the decrease in energy consumption). The legal framework 
regulating the above will need to be adjusted in order to promote EE in public institutions, including public buildings.

OUTPUT 3.1 STATUS ON TRACK

Develop operational arrangements for a National Green Credit Fund.

The MGFC GCF Readiness proposal was implemented as planned, 
delivering three market assessments, a funding proposal submitted 
in March 2018 and re-submitted in July 2018 by the Accredited 
Entity XacBank. Two letters of commitment to invest in MGFC were 
obtained from the GoM (Ministry of Finance) and the Mongolian 
Sustainable Finance Association representing 10 commercial banks. 
Each letter pledges a USD 5 million equity investment from the 
GoM and the banks. The project is now expecting GCF’s review 
and possible board approval in 2019. In order to strengthen parts 
of the funding proposal, and keep the momentum with MGCF, GCF 
suggested GGGI to prepare a Project Preparation Facility application 
which was submitted by the AE XacBank in October 2018 and 
approved by GCF in December. The PPF will allow to strengthen the 
funding proposal on aspects such as governance of MGFC, pre-
selection of the management team and stakeholder engagement.

All documents for incorporation and operations (Draft shareholder 
agreement, Draft Term Sheet, Draft Operations Manual, Draft CEO 
contract etc.) have been prepared as part of the GCF Readiness 
implemented by GGGI and transferred to MGFC Steering Committee.

It is now likely the GoM would seek to establish MGFC in 2019.

OUTCOME 3 STATUS ON TRACK

National Green Credit Fund formally approved to begin operations, 
deposits initial funding, solicits funding proposals, and disburses funds.


