
 

5.3 Future Maintenance and Rehabilitation Plan 

If the life of plant is considered to be 40 years and the continuation of operation to last until 2025, it is 
necessary to extend the ash ponds of the 5th and the 6th plants within ten years. Furthermore, in 
preparation for the increase in demand, it is necessary to arrange a fund necessary for the rehabilitation 
of 80 MW turbines that cause a lot of failure, future environmental measuring equipment 
corresponding to environmental regulations and other prolongation-of-life activities, etc. A future 
repair plan is shown in Fig. 5.3-1. 

As these are large-scale rehabilitation works that require foreign financial support, it is necessary to 
carry out the following: 

・ First, to implement the rehabilitation work (Phase II) of the 4th power plant scheduled for 2001 to 
2005  

・ Second, to implement the rehabilitation work of the equipment selected as Rank A from 2006 to 
2010, which is expected to have a high repair effect 

・ Third, to implement the rehabilitation work of the equipment selected as Rank B from 2011 to 
2015, which is expected to be too old for operation. 

In parallel to the above mentioned rehabilitation works, it is necessary for TES4 to increase the cost of 
routine maintenance and repairs from about 7% of the present production cost to 10 - 15% as in Japan. 
This increased cost covers rehabilitation of the equipment selected as Rank C, which is carried out by 
TES4 and also proper repair work such as maintenance of equipment and tools as planned.  

Because a large amount of money is required to carry out turbine modification for future increasing of 
demand and ash pond expansion for future continuous plant operation, and subsequently, because 
TES4 is unable to cover its own repair and maintenance costs, supplemental funding is required for 
extraordinary rehabilitation works to be financed by foreign support. 

     
     
Large-scale     
rehabilitation works     

(FC) Phase-Ⅱ Rank A Rank B Remodeling for 
 (7,000M Yen) (9,000 M Yen) (4,700M Yen) prolongation of 
    the life of equipment 
Routine maintenance 
and repairs (including In 2000:7%(2,800MTug) In 2006: 8% In 2011: 10% In 2016: 12% 

Rank C) (LC) (including No.4 ash pond) Preventive maintenance organization is fixed gradually. 
  80 MW Turbine 80 MW Turbine No.6 ash pond Environmental  
Extraordinary F. S. Modification (10,000MTug) measure 
rehabilitation works No.5 ash pond    

(FC+LC) (10,000MTug)    
     

Fig.5.3-1  Future Maintenance and Rehabilitation Plan 
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5.3.1 Implementing Schedule 

The implementing schedule for Rank A equipment from 2005 - 2010 is shown in Fig. 5.3-2 and the 
schedule for Rank B equipment from 2011 - 2015 is shown in Fig.5.3-3. 

The implementing schedule is based on the Phase-II plan. Since equipment common to fuel and 
chemical equipment has the same implementing schedule as electric and C&I equipment followed by 
that of boiler and turbine, only the implementing schedule for boiler equipment and turbine equipment 
was mentioned. 

Funding for these plans are prepared by year. In preparation of actually implementing the schedule, it 
is necessary to consider the operation of the equipment for repair and the seasonal influence. 

Concerning Rank C equipment, TES4 is to prepare implementing schedules and to carry them out one 
by one. 
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5.3.2 Cost Estimation for Rehabilitation Work 

Among the equipment selected for rehabilitation in this report, the cost estimation of rehabilitation 
work for Rank A and Rank B equipment is shown in Table 5.3-1 and Table 5.3-2, respectively. The 
total cost of Rank A equipment is about 9,000 million Yen. And that of Rank B equipment is about 
4,700 million Yen. 

Table 5.3-1  Cost Estimation of Rehabilitation Work（Rank A） 

(Unit：Million Yen) 
Total 

Item Set 
Sum F.C L.C 

1) Aux. Steam Temp. and Press Reducing Control 
Valves for Plant Start-Up 1 58 - - 

2) Feed Water Pumps and Motors 6 1,328 - - 
3) Condenser Pumps and Motors 6 343 - - 
4) Expansion Joint 6 113 - - 
5) Valves for Vacuum Equipment 6 227 - - 
6) Ejector Equipment 6 60 - - 
7) HP/LP Feed Water Heaters 6 790 - - 
8) Mechanical Filters at Condenser Inlet 3 241 - - 
9) Control and Instrumentation for Turbines 1 1,527 - - 

10) Electric Motors for FDF and IDF 8 1,261 - - 
11) H.V. Switchgears (6.6 kV) 89 659 - - 
12) L.V. Switchgears (0.4 kV) 1 434 - - 
13) Generator Protection System 6 325 - - 
14) 10.5 kV Switchgears for Generators 6 531 - - 
15) Switchgears for Generator Transformer 1 81 - - 
16) Coal Amount Measurement for Conveyers 2 14 - - 
17) Coal Analyzer 1 102 - - 
18) Conveyor No.3 and No.4 TV Monitoring System 1 22 - - 
19) Firefighting System 1 7 - - 
20) Dissolved Oxygen Monitoring 24 12 - - 
21) Control and Instrumentation for Water Treatment 1 111 - - 
22) Spot Cooler 8 2 - - 
23) Erection work 1 800 - 1,237 
24) Base Cost TOTAL (1～23)  1 8,248 7,011 0 
25) Price Escalation 1 0 0 1237 
26) SUB TOTAL (23～25) 1 8,248 7011 62 
27) Physical contingency 1 412 351 1,299 
28) SUB TOTAL (26～27) 1 8,660 7,361 0 
29) Consulting Service 1 340 340 0 
30) Tax & Duties 1 0 0 0 
31) Interests during construction 1 58 58 1,299 
32) TOTAL 1 9,058 7,759  
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Table 5.3-2  Cost Estimation of Rehabilitation Work (Rank B) 

(Unit：Million Yen) 
Total Item Set Sum F.C L.C 

1) Repair work for leakage from ESP 8 504 - - 
2) Boiler Soot Blowers 8 2,621 - - 

3) Aux Steam Temp. and Press Reducing Control 
Valves 1 29 - - 

4) Wet Dust Collector 4 69 - - 
5) Bulldozers 18 864 - - 
6) Erection work 1 800 - - 
7) Base Cost TOTAL (1～6) 1 4,087 3,474 613 
8) Price Escalation 1 0 0 0 
9) SUB TOTAL (7～8） 1 4,087 3,474 613 

10) Physical contingency 1 204 174 31 
11) SUB TOTAL (9～10） 1 4,291 3,648 644 
12) Consulting Service 1 340 340 0 
13) Tax & Duties 1 0 - 0 
14) Interests during construction 1 30 30 0 
15) TOTAL 1 4,661 4,018 644 

 

5.3.3 Funding Plan by Year 

Among the Rank A and Rank B equipment selected for rehabilitation in this report, the funding plan 
by year according to each implementing schedule is shown in Table 5.3-3 and Table 5.3-4, 
respectively. 

Table 5.3-3  Funding Plan by Year（Rank A） 

Year 2006 2007 2008 2009 2010 2011 Total 

Ratio 10％ 5％ 30％ 35％ 15％ 5％ 100％ 

Fund (Million Yen) 906 453 2,717 3,170 1,359 453 9,058 

 
Table 5.3-4  Funding Plan by Year（Rank B） 

Year 2011 2012 2013 2014 2015 2016 Total 

Ratio 10% 5% 30% 35% 15% 5% 100% 

Fund (Million Yen) 466 233 1,398 1,631 700 233 4,661 
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5.4 Economic and Financial Evaluation 

An economic and financial evaluation was made of A-ranked plan of rehabilitation based on the 
rehabilitation effects and its plan mentioned in the previous sections 5.2 and 5.3. 

5.4.1 Economic Evaluation 

(1) Assumptions 

 The cost-benefit analysis by alternative method was adopted as the evaluation method with a 
discount rate of 9%, proximate to 8.6%, weighted average rate of interest of the bonds issued in 
2000 by Bank of Mongolia, government bond equivalence. 

 The evaluation covers the period of 20 years from 2006, the first year of the rehabilitation plan, 
through 2025, about 40 years (service life of a thermal power plant adopted in a long-term plan of 
Mongolia) after the completion of the first unit of TES4. The evaluation considers the following 
rehabilitation effects. 

Table 5.4-1  Annual Effects of Rehabilitations 

Effects Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

1 Reduction of   
Auxiliary Power 

GWh NA NA 8.8 17.6 26.3 35.1 35.1 35.1 35.1 35.1 

2 Vacuum 
 Increase & Coal 

Saving  
Coal/ton NA NA 6300 12600 18900 25200 25200 25200 25200 25200 

3 Heavy Oil 
Saving  

Oil/ton NA NA 262.5 525 787.5 1050 1050 1050 1050 1050 

4 Increase Power 
Production 

GWh NA NA 136 136 408 544 544 544 544 544 

            

Effects Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 

1 Reduction of 
Auxiliary Power 

GWh 35.1 35.1 35.1 35.1 35.1 35.1 35.1 35.1 35.1 35.1 

2 Vacuum 
 Increase & Coal 

Saving  
Coal/ton 25200 25200 25200 25200 25200 25200 25200 25200 25200 25200 

3 Heavy Oil 
Saving 

Oil/ton 1050 1050 1050 1050 1050 1050 1050 1050 1050 1050 

4 Increase Power 
Production 

GWh 544 544 544 544 544 544 544 544 544 544 

 
 The exchange rate of foreign currencies into Tug is assumed at 1,100 Tug to dollar (shown in a 

local newspaper of October, 2001) and 9.07 Tug to Yen based on the exchange rate on the same 
day of dollar to Yen 121.26 Yen/dollar.  
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 In calculating the cost and benefit, the standard conversion factor was calculated at 0.98 to be 
used to convert the foreign currency portion to economic prices. That standard conversion factor 
was applied to the currency portion of the amount of each capital investment (85% of capital 
investment) and to fuel prices. 

 The assumptions for cost and benefit calculation are given below. 

1) Benefit Setting 

 A coal-fired power plant with an equivalent capacity to the increase in plant factor was 
adopted as the alternative, so that the installed capacity was assumed at 100 MW. 

 That installed capacity was calculated considering the installed capacity of 62 MW 
calculated by dividing the increase in power production of 544G Wh/year by 8,760 hours 
and 10% of station use and 70% of plant factor. 

 The construction cost of the above alternative power plant and its cost of maintenance and 
operation were adopted as benefit. The construction cost was assumed at 150 thousand 
Yen/kW and 12 billion Yen in total (equivalent to 109 billion Tug at the exchange rate of 
October 2001) and the construction period was assumed to be 3 years. The maintenance and 
operation cost was assumed at 4% of the construction cost. 

 Furthermore, the increase in power sales due to the rehabilitation plan would reduce the 
power import from Russia and contribute to reduction in outflow of Mongolian foreign 
reserves. These factors were evaluated by multiplying the increase in power sales due to the 
increase in plant factor and decrease in station use by the unit price for import from Russia. 
The unit price for import from Russia was assumed at 25 US$/MWh for 2000 because no 
data was available on the unit price for 2001. 

2) Cost Setting 

 The cost was assumed to comprise the investment amount of the rehabilitation plan and 2% 
of the investment amount as maintenance and operation cost. The assumed cost considered 
the following effects of rehabilitation: the decrease in coal consumption due to vacuum 
improvement and decrease in heavy oil consumption due to decrease in the number of stops 
and starts resulting from the decrease in the number of forced outages. 

 The unit prices for fuel were taken from the data for 2001 of TES4: 8,708 Tug/ton, weighted 
average of 8,050 Tug/ton for Baganuur coal and 5,405 Tug/ton for Shivee-Ovoo coal at the 
ratio of 7:3 of actual consumption plus 20% as transportation cost. Heavy oil price was 
assumed at 159,242 Tug/ton resulting from conversion of 21.57 US$/barrel shown in a local 
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newspaper of October 2001 because the data on 2000 price (156,494 Tug/ton) was only 
available.  

(2) Evaluation 

 EIRR was not possible to calculate and B (alternative power plant)/C (rehabilitation) was 3.21. It 
follows that the rehabilitation plan is viable from the standpoint of the national economy of 
Mongolia. (See Table 5.4-2) 

(3) Sensibility Analysis 

 In order to ascertain the robustness of the above viability, sensibility analysis was made with the 
investment amount of the plan, that of the alternative, the fuel cost, the unit price of import from 
Russia and the exchange rate of Tug to the dollar as parameters. 

 Fig. 5.4-1 shows the results of the sensibility analysis. In any case B/C did not go below 2. 
Furthermore, even in the combined case of 20% increase in the investment amount of the plan, 
20% decrease in investment amount of the alternative, 4 US$/MWh drop of the unit price of 
import from Russia, and devaluation of Tug to the dollar to 1,900 Tug/US$, B/C was 2.16, 
showing sufficient economics of the plan. 
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Fig. 5.4-1  Economic Sensibility Analysis 
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5.4.2 Financial Evaluation 

(1) Assumptions 

 The cost-benefit analysis was adopted as the evaluation method with the increase in sales and 
decrease in expenses due to the rehabilitation plan as benefit and the investment amount and 
maintenance and operation cost as cost. The evaluation criteria and discount rate should originally 
be the capital cost of a company. However, appropriate capital cost cannot be calculated partly 
because TES4 has so far been state-owned and partly because the country’s financial and capital 
market is immature. Therefore, 9% was assumed, proximate to 8.6%, weighted average rate of 
interest of Bank of Mongolia bonds as in the economic evaluation. 

 The evaluation covers the same period as in the economic evaluation, for 20 years from 2006 
through 2025. The financial evaluation considered the same effects of rehabilitation as in the 
economic evaluation. 

 The assumptions for cost and benefit are given below. 

1) Benefit Setting 

 The benefit was assumed to be the sales of power and heat. The unit price was assumed to be 
the wholesale prices for TES4: 22.23 Tug/kWh for power and 3,450.1 Tug/Gcal for heat. The 
sales volume was assumed to be the increase in sales volume due to increase in plant factor 
brought by the rehabilitation plan. The rehabilitation would also reduce the power station use 
so that the corresponding increase in power sales volume was added to the sales volume. As 
for heat, the increase in production capacity would be latent until 2018 because of 
suppressed demand of Ulaanbaatar. 

2) Cost Setting 

 The variable cost for 2001 was calculated by multiplying the variable cost from the actual of 
2000 by 15%, increase of coal price in 2001. The variable cost for 2000 was calculated for 
power by dividing some 11.9 billion Tug of fuel cost by some 1,500 GWh of sales volume, 
resulting in 7.8 Tug/kWh and for heat by dividing some 7.1 billion Tug of fuel cost by some 
2,500 Tcal of sales volume, resulting in 2.804 Tug/Gcal. Then, multiplying the above unit 
prices for 2000 by the price increase rate of coal resulted in 8.97 Tug/kWh for power and 
3,225 Tug/Gcal for heat to be used as 2001 variable cost. 

 The assumed cost also considered the decrease in coal consumption due to vacuum 
improvement and the decrease in heavy oil consumption due to decrease in the number of 
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stops and starts brought by decrease in the number of forced outages. Additional cost for 
maintenance and operation was assumed at 2% of the investment amount for the newly 
installed facilities in the rehabilitation plan. 

(2) Evaluation 

 FIRR was 3.83%, well below 8% of the rate of the Bank of Mongolia bonds. B/C was 0.69. Those 
evaluation criteria show that the plan should be discarded from the standpoint of an enterprise. 
Nevertheless, the economic evaluation justifies the plan as worth implementing. This result 
suggests that the unfavorable financial evaluation was due to low level of the wholesale prices 
and that some raise in the wholesale prices should be made. 

 (See Table 5.4-3) 

(3) Sensitivity Analysis 

 Sensitivity analysis was made on the above evaluation with the investment amount of the 
rehabilitation plan, the fuel prices, and the wholesale prices for power and heat as parameters. The 
result is shown in Fig 5.4-2. 

 In order to achieve 9% of FIRR to allow the adoption of the plan, the parameters must be 
independently as follows: 26% reduction in the investment amount, 52% drop of fuel prices and 
raise in the wholesale prices to 27.4 Tug/kWh for power and 11,250 Tug/Gcal for heat. In a 
combined case of raise in the wholesale prices for power and heat, considering that heat actually 
recovers half the cost so that heat price is increased 2 times, 9% of FIRR can be achieved with 25 
Tug/kWh for power and 7,000 Tug/Gcal for heat. 
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Fig. 5.4-2  Financial Sensibility Analysis 
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5.4.3 Funding Plan 

TES4 will need maintenance and rehabilitation funds to continue its operations up to 2025 including 
not only Rank A rehabilitation plan discussed in the previous section but also Rank B rehabilitation 
necessary for age deterioration, Rank C routine maintenance, turbine replacement of Units 1, 5 and 6, 
and addition of ash ponds. 

Table 5.4-4 shows yearly fund requirements for the above work. Before implementation of each work, 
detail investigations should be conducted to determine the cost and timing of implementation because 
the amount and year of implementation shown in the table below are only indications. 

Forecasted financial statements were prepared to identify financial problems in fund procurement. The 
following assumptions were established to prepare those documents. After the field survey, the 
financial statements for 2001 were obtained and the forecast was made based on those financial 
statements. It is to be noted that the values of the financial statements for 2001 were not reconciled 
with TES4. The total sum of the interests for Phase-I Yen credit is recorded as interest liability in 2001 
but this accounting treatment is not appropriate and that amount has been tentatively entered in 
allowance of long-term liability. 

(1) Funding Plan 

1) Loan conditions for Phase-II were taken as basis: Yen credit 85% (interest 1.11%, repayment 
period 20 years, grace 7 years) and local funding 15% (interest 35%, repayment period 5 
years, grace for construction time)  

2) Interest during construction was assumed to be paid by own fund. 

3) Interest rate for local funding was assumed at 35% because the prime rate was 2-3%/month 
although there was no long-term commercial lending beyond 1 year according to a hearing 
from the Bank of Mongolia at the time of the survey. 

4) The following 7 cases were established with different loan and other conditions. 

    1: 

Case No borrowing except for the arranged Phase-II Yen credit (It should be noted 
that this case is not realistic because the foreign currency portion must be 
borrowed from abroad because of shortage of Mongolian foreign reserves) 

Case 3: Interest rate for foreign currency 30% (average rate for short-term lending in 
2000 according to the Bank of Mongolia statistics) and the remaining 
conditions unchanged from Case 1 

Case 

 2: 

with the same conditions as Phase-II Yen credit 

 5.4-10 



Case 4: Modifying Case 3 by changing the foreign interest rate to 10%, allowable 
to make cashflow for each year positive 

e realistic 

rate 

Case 5: Mor loan conditions for foreign currency with 5 years repayment 
period and (grace for construction time) and 30% interest rate 

Case 6: Mod
rate ive 

and ke cashflow for each year 
positive and to avoid capital deficiency 

(2) Balance Sheet 

1) The whole sum 

2) Short-term investment is kept at 2001 level. 

3) Receivables are kept

4) Inventories are kept a

5) The current accounting practice of TES4 is followed regarding depreciation on a straight-line 
method with 10% of depreciation rate. In this way, 10% of the book value in 2000 was 

n cost for each year (except for 
C-ranked routine maintenance) was entered in “Construction in Progress” and the same 
amount was transferred to “Fixed Asset” in the following year. It is to be noted that the fixed 

cumulated depreciation rate and would become fully 
ssets would be retired in 2008.  

7) 

8) As for long-term borrowing, the amount of repayment for external fund procurement related 
with the rehabilitation plans (except routine C-rank) were entered. 

9) 

(3) 

1) The volume of power and heat sales is based on the supply and demand forecast shown in 

mes constant from the 

ifying Case 5 by changing the foreign interest rate to 5.5%, allowable 
to make cashflow for each year posit

Case 7: Modifying Case 5 by changing the sales prices to: power 33.35 Tug/kWh 
heat 6,900 Tug/Gcal, minimum level to ma

of cashflow for each year is entered in cash. 

 at 2001 level. 

t 2001 level. 

entered as depreciation cost, while the amount of rehabilitatio

asset as of 2000 has 30% of ac
depreciated in 2007, so that those a

6) Payables are kept at 2001 level. 

Other short-term payables are kept at 2001 level. 

As for the owner’s equity account, a considerable capital reduction was made in 2001 but 
beyond that year there was assumed to be no change. 

Income Statement 

Figures 3.2-2 (2) and 3.3-1(2). Provided that power production reaches the upper limit of its 
generating capacity in 2011, so that the volume of power sales beco
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same year onward and heat production is assumed to increase at the rate of 1.5% from 2021 
onward. 

2) As sector reform is underway and future development of the sector is unpredictable, the unit 
prices for 2001 was adopted because it was considered that an assessment of change with the 

3) 

4) Depreciation cost from 2002 and thereafter was assumed at 10% of the amount of the 

5) ount of C-ranked maintenance cost. 

7)  kept at 2001 level. 

9) ssumed at 40%. 

(4) 

 20 years) 

 earnings go into the black in 2025. This means shrinkage of the capital owned by 
yond 80% in most years, showing fragile 

financial structure. On the other hand, ROA goes beyond 6% (composite rate of foreign and 
nd far below that rate in most of the other years. 

Working ratio, index approximate to the ratio of expenses and revenues viewed in cashflow 
is required to be 1 at 

 

unit prices at 2001 level would make funding problems clearer instead of arbitrary 
presumption of future unit prices. 

Fuel cost was calculated with the ratio to the sales in 2000 because the breakdown of the 
production cost for 2001 was not clear. 

rehabilitation cost for each year (excluding C-ranked routine maintenance) to be entered in 
the following year. 

Repair cost was entered with the am

6) Personnel cost is kept at 2001 level. 

General and administrative expenses are

8) Non-operating expenses only include interest of borrowing related with the rehabilitation 
plans. 

Corporate tax was a

Evaluation of the established cases 

1) Case 1 (Yen credit basis: foreign interest 1.11%  repayment

 Each year shows positive cashflow but the current profit is in the red up to 2014 while the 
retained
the government up to 2024. Debt ratio is be

local borrowing) from 2021 onward a

basis, goes around 70%, a rather high level. Debt service ratio, which 
least, goes under 1 from 2007 onward. As for self-financing ratio, there is no problem 
although the ratio is fluctuating because each year has quite a different level of investment 
and repayment. 

A large amount of cashflow accumulated in cash can be used to pay the payables or to make 
early repayment considering fund requirement in order to improve financial situation. 
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2) 

 
ings goes into the black in 2018. Shrinkage of the capital owned by the 

 goes 
2014 and then goes up to over 6% between 2015 

and 2019 to reach levels beyond 10% from 2020. Working ratio is at a level between 60% 

 

) 

 

4) 

 This case sets the foreign interest rate at such a level as to make cashflow for each year 
007 onward. 

 

 This case assumes more realistic conditions for foreign borrowing and sees negative 
nward. 

 

 This case assumes a foreign interest rate at such a level as to make cashflow for each year 
changed but sees capital deficiency mostly from 

7) er 33.35 Tug/kWh heat 6,900 Tug/Gcal) 

vels as to make cashflow for each year positive. 

government up to 2020. Debt ratio is beyond 80% in most of the years, 

onward. On the other hand, there is 1 year when ROA is beyond 25% but there is no year 

Case 2 (no borrowing except for Phase-II) 

Each year shows positive cashflow, while the current profit goes into the black in 2008 and 
the retained earn
government is seen up to 2017 although shorter than Case 1. Debt ratio reaches 70% until 
2010 and thereafter decreases to become 16% in 2025. On the other hand, ROA
somewhere between 3-4% from 2008 and 

and 70% in most years, showing no problems. Debt service ratio goes beyond 1 in many 
years and self-financing ratio shows no problems because there is no borrowing. 

Similarly to Case 1, cashflow can be used to pay the payables or to make early repayment 
considering fund requirement in order to improve the financial situation further. Nevertheless, 
this case is based on the assumption that foreign currency can be procured locally without 
restraint but the situation of Mongolian foreign reserves do not permit this so this case is not 
realistic. 

3 Case 3 (foreign 30%  repayment 20 years) 

Cashflow shows deficit from 2005 onward and there is capital deficiency in some years, 
which means the company goes bankrupt. 

Case 4 (foreign 10%  repayment 20 years) 

positive but capital deficiency occurs from 2

5) Case 5 (foreign 30%  repayment 5 years) 

cashflow and capital deficiency from 2005 o

6) Case 6 (foreign 5.5%  repayment 5 years) 

positive with the remaining conditions un
2008 onward. 

Case 7 (foreign 30% repayment 5 years  tariff: pow

 This case modifies Case 5 with such tariff le
The current profit is in the red in many years until 2014 and goes into the black thereafter, 
while the retained earnings go into the black in 2021. This leads to shrinkage of the capital 
owned by the 
showing fragile financial structure, while the ratio shows rapid improvement from 2020 
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when ROA goes beyond 31% (composite rate of foreign and local borrowing). Working ratio 
goes beyond 70% mostly until 2019 and then goes down to 60% and to 50% levels. As for 
self-financing ratio, there is no problem although the ratio fluctuates because each year has 
quite a different level of investment and repayment.  

A large amount of cashflow accumulated in cash can be used to pay the payables or to make 
early repayment considering fund requirement in order to improve the financial situation. 

rall Evaluation 

s 1, 3 and 4 assume 20 years repayment but are n

(5) Ove

Case ot possible without soft conditions as 

cred bility of 
Case 1. In Case 2, all the funding requirements can be met by its own fund but in reality foreign 

, so that this case is not possible either. Of the above 7 cases, Case 5 is the 
most likely to be faced by a corporation facing future privatization. As seen in Case 6, even if an 

impo

To t
reva
prop
long
of th
nego r each loan and prepare funding plans considering the size and timing of a price 
hike and whether to procure a local fund requirement by its own fund. 

 

provided by Yen credit with as a low interest rate as 1%. There is uncertainty about whether Yen 
it will be provided in future and in the case of future privatization there is no possi

currency is necessary

unrealistically low interest rate is applied, capital deficiency occurs and the case becomes 
ssible, which indicates that a price hike is necessary as in Case 7.  

hat effect, the first thing to do is to make accounting treatment appropriate, implement asset 
luation and normalize depreciation period in order to prepare financial statements more 
erly reflecting the actual financial situation. The next is loan conditions; as there has been no 
-term lending in Mongolian financial markets and loan conditions are unclear, improvement 
e financial market is essential, while TES4 must make borrowing conditions clear through 
tiations fo
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