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ADB (Asian Development Bank)
DAC (Development Assistance Committee)

EN Exchange of Notes

FAO (Food and Agriculture Organization of the United Nations)
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MD Minutes of Discussions
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PRSP Poverty Reduction Strategy Paper

RDS (Rural Development Strategy for Mongolia)
2KR (Second Kennedy Round)

USAID The United States Agency for International Development



m2 1
a 100
ha 10,000
km? 1,000,000
L 1
me 1,000
g 1
kg 1,000
t 1,000,000
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GDP 2-1
2002 GDP
2000 GDP 2000
2 2000 2001
2
2000 350
2001 470 30 1,2 1999 2002
24 44 3
2-1 GDP GDP

1999 2000 2001 2002 2003 2004 *
342,127.6 322,876.8 277,561.0 256,623.5 293,377.9 385,690.5
GDP (36.3%) (30.2%) (24.1%) (20.1%) (19.4%) (20.7%)
168,462.0 204,299.9 223,931.6 250,683.2 325,464.1 462,786.5
84,690.5 112,195.8 144,941.2 182,765.1 202,754.4 229,075.7
22,984.1 19,310.8 21,931.9 29,013.7 44,765.9 47,004.2
34,076.3 46,960.8 50,060.8 57,323.0 66,073.2 75,248.6
19,156.2 19,233.9 20,639.4 22,559.2 25,481.1 28,392.5
270,348.0 344,541.8 411,699.8 477,309.6 550,876.6 636,936.6
GDP 941,844.7| 1,069,419.8] 1,150,765.7] 1,276,277.3| 1,508,793.2] 1,865,134.6

*
NSO 2002 1999 2000 , NSO 2005 2001 2004
2-2
2001 50 2004 40

1 GOM 2003 116, National Statistical Office (NSO) 2004:6

2

3 NSO 2004:2

NSO 2004:6



2-2

1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004*
374.5| _394.2] 402.6] 393.5| 402.4] 391.4] 387.5 381.8
(48.9%)| (47.9%)[ (49.5%)| (48.6%)| (48.3%)| (44.9%)[ (41.8%)| (40.2%)
100.4] _97.9] 98.8] 91.0] 93.3] 99.2] 109.5 114.2
30.3]  33.4] 34.9] 34.1] 35.1] 38.8] 39.5|  42.2
27.4]__27.5| _27.6| _23.4] _20.4] _25.5] 35.1] 39.2
43.0] _42.5| 43.2] 54.4]  55.2] 59.3]  55.3] _ 57.8
35.4]  35.6]  34.8| _ 33.5]  33.0]  34.5| 36.8] _ 39.4
154.1] _101.5] 171.7] 179.1] 102.9] 222.1| 262.8] _275.9
765.1] 822.6] 813.6] 809.0] 832.3] 870.8] 926.5] 950.5
*
IMF 2002 1997 2000  , NSO 2005 2001 2004
1/3
4 2-3
8
2-3
1999 2000 2001 2002 2003 2004*
426,683.7] 445,669.9] 394,188.5] 358,196.2| 410,945.3 474,844.6
383,500.9] 398,154.3| 318,507.7| 284,921.5| 315,968.1] 380,024.2
(89.9%)|  (89.3%)| (80.8%)| (79.5%)| (76.9%)| (80.0%)
43,182.8| 47,515.6 75,680.8 73,274.7| 94,977.2| 94,820.4
(10.19)|  (10.7%)| _ (19.2%)| _ (20.5%)| (23.1%)| _ (20.0%)
*
NSO 2002 1999 2000  , NSO 2005 2001 2004
1990
5 1990 68.2 2000
96.7 6 1990
2000 2001

4 GOM 2003:115
> GOM 2003:115
6 GOM 2003:116 MFE 2003:9



1990

1970
1980 !
1991 5 5 2001 14 2 10
4 1 2-4
2001
34 42 46 8 1991
2-4
1991 1999 2000 2001 2002 2003 2004 *

595.3 169.5 142.1 142.2 125.9 165.0 138.5
166.7 138.7 138.7 123.1 160.4 135.6
(98.3%)|  (97.6%)|  (97.5%)| (97.8%)| (97.2%)  (97.9%)
97.5 63.8 58.9 58.0 51.9 78.7 80.2
23.3 39.0 44.0 44.5 39.7 59.6 49.2
14.9 15.8 14.1 10.5 15.0 13.8
11.8 13.9 13.9 11.2 25.4 11.8
5.3 5.9 8.2 7.5 9.9 12.8
1.3 1.1 1.3 1.4 1.8 1.7
1.5 2.6 2.6 3.2 2.0 2.0

NSO 2002 1999 2000 , NS02005 2001 2004

1990 1996

! 2003:3
8 GOM 2003:120
® GOM 2003:120



2-2

2002/03 36.1 10 250 90
43.4 30.3
2-5 / 2002/3
T
36.1
43.4
30.3
NSO 2004
4
5 2-6
50
17 24.0
25.8 1
2-6 2002/3
% 51.1 38.7 34.4 34.5 27.3 36.6
214.4 230.5 166.3 79.1 203.8 894.0
% 24.0 25.8 18.6 8.9 22.8 100.0
419.8 596.1 483.4 229.0 747.3 2,475.4
% 17.0 24.1 19.5 9.3 30.2 100.0
4.6 4.1 4.1 4.4 4.4 4.3
NSO 2004
34.2
57.4
12 70 13
9.0 3.9
10 NSO 2004:14
1 NSO 2004:16
12 NSO 2004:96
13 NSO 2004:3
14 NSO 2004:27,28 bod
1 1 0.67 6 8
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2-3 LEfIEtE (B 3BAFETE.“PRSP)

() EREMODHOREHEE LT 2 20BRNET OND, — 212015 FETOHEZ R LT
[EhE - BYCEBUR) Th b, b9 —DlF, 2008 FFE COEMMEZ R L BT 7> ay -7
Zv] THDH, IDHITMA, AREIBICHRDBOR L LT TR EIREE~—/3— (PRSP) | & [E]
ETIEREEENTND, UTTIE. 246 3 DOBEICOWTHBT 5,

< BB - BHCEITRDBUFBE (Food and Agriculture Policy of Government of Mongolia) >

U 2015 FEE TOEBY OB FEHE R LIZER TH D, 2003 F1C ) FHigs RIS
~o ISR BENTEREIE. BIEIC 2 oDORT VI TUUTRHYI Z L ENTEY ., H1 AT
— 1% 2003~2008 4F, 5 2 AT —1E 2008~2015 FE L e > TN D, ZOBURICHBWTRE R EIEL
2o TWDDIE, A LWRPCERFRE ORI, REAPERT) - AEMEOM ETH D, £D7w)
BRBGEERRE LT B ORENET LN TND, 2O 1I3FRED 5 B, FRCA EIE D EBUF~E5E
DOhoT-ZM TBRERIE] b MRVIREEZ LU FICEN L THIZET D,

- R BEIRDLIEINOWE, Zod, Hili - RIEOEH, AMO ML—=7 EN
BRRAE - RSO RRBAE OMERE, UV — 2 - EIOBEEY - RAOXIEEITR S, B3
)

- BB EEOAREICESL, BIWEORGEERS T R Y 2 7 N ESIC L HIEEATE T
%o (555 ifE)

- BRI OKEHE OUER, BIE - BWEEOENLOTZOIZENORE - Bit4E - D)
ZiEMT 5, (55 6 i)

- FRICBT2EAKSAIN. B ADOIAR B, A O ATEKHESGE O 72 DI HNE R
B eENEREFAIEAT S, Haly b —=0 72 k0 AR EESH O FEE i
R LB OR RN ZEAT 5, (F 9 58)

IO EENEESROMEIIIN %, BORSCETIL, SFEE - BWAEE - RIEEEL 3 > ONH%
B0 B, EICEEIR S OFEE BT T D, 29 LIZsERffiE o 9 B @A T4 R
DRMEEED Y BNENEDZLLFICET,

- HEPEOHNL - XA T - BIRICRG > T HIoR# 22 31772 9, ZHICEALTE, &9
AL BE IR B AR UV B D 4NE D B OB &R EE RN Z T, e AT
NV QENAEPE « ML - B E SR L, RS OF IS DY TH/ANAB ORI -
B OB 2 BT 5, (BAEPESEFOF 6 HA)

< &) BBT 27 377 (Action Plan of the Government of Mongolia for 2004-2008) >

AL 2008 FETOBMNRAE L LTORRBHEZ R LIZBDOTHY | SEINTVDHNEITFIC
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HBRNSDIZLL T O®Y) Th b,
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- AFHE B Iy B - 5 Y — R AR

< B W BRI~ —/X— (PRSP: Poverty Reduction Strategy Paper) >

2003 4R\ £ | E OB RHNEHENE~<— 3X— (PRSP) NFE L OB TWD, Z O PRSP IERFEMEE
EIRICT 2 LB THRRFERE X & B RAIJE#ERE  (Economic Growth Support and Poverty
Reduction Strategy) | W9 XA MABHTI BN TWD, ZOR—IR—TIIRFREL BT H7-
DO I GHERFETONTEY, ZhEi (1) B - MEZELORE, 2) ~—7 vy bOT 7 &R
S, (3) FERiATREe AFIBIFE O, Lo TWd, Zhh 3408 L IFBIOE T 12 OmEH HEEA
EDHLILTEY, 2O 4-DHD THHGHF - BB E A 7 Tk Lo T0aHY, 2T,
EAMER (RN OIAM L7 ORI EE S LTUTOL I R6HEABEDHLNTND

18
o

- HUFBRRE 7 L— AU — 7 IZB AR EEIZ B 2 MRkaE ) & 1 BT %,

- HWHFRRERE T L —LAT— 7128V T4 Region OERREAZTED 5,

- BEXOTHZE, BEHELHIET,

- SN O T, B¥E~—T v FEREE VR - BEDREELIGET D,
- HARKEBSCEHUIEIZ L2 ADEEL T2 DR % 33 5,

- BRSO A 7 T O,

Fio, ZOPRSPICHE A S W ST, 2002 4512 UNDP O FHE(IZ L0 | H#RERITO, FAO, 4 ¥V XH
BEBRFEE . A RMASHEOSIMC LY 1= EBF L BABERICET S I—7 1 » 73BT,
TN FEE Y T IV IR ERNE  (RDS: Rural Development Strategy for Mongolia)| 2%
TERL ST F72 AR T TR ERIZERIR L TR,

1 BB AYIFIE, E5I2 () w7 aiREOZE, (2) 47 - MEHER 0k, (3) 1 EEOFLE (LI, (4)
T3t Aery— RN, (5) SE R, (6) BRFREDTDDAT7TR%, (1) #
e R BERTOWE, (8) BABEEED 8 DD /NMIYEHISFTOHIL. FD /NS BT BARR /R TE B S Eta S
N2, BREEOHE L (4) TE¥E: B¥ - - sy —E i ncyz@In s,

17 GoM 2003: 25

¥ GOM 2003: 115

19 CcPR 2002:9
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1992 1993 1994 1995 1996 1997 1998 1999 %223;
E/N 1.5 2.0 2.5 2.5 4.0 3.7 5.0 0 23.7
3-2
E/N
92 1.5 WD 90-103HP 11
) 25-29HP 3
3 20HP 16 ' x 14 3
60HP 200 ' x 20 11
20-24HP  310-410mm 3
60-79HP  560-1,230mm 11
20HP 1 4 3
70HP 5 4 11
-— 1
93 2.0 WD 90-103HP 21
80HP 1,365-1,600mm 21
- 1
94 2.5 WD 90-103HP 30
2500cc
80HP 26 ' x5
80-89HP 1,365-1,600mm 26
95 2.5 WD 95HP 51
) 30HP 2
3 30HP 16' ' x 14 2
30HP
30HP 500 4
96 2.5 145HP 45
97 4.0 WD 95HP 27
5 60
-— 120
-— 120
. 120
-— 120
98 3.7 WD 100HP 64
5  145HP 30
99 5.0 WD 115HP 40
140HP 40
- 43
3 510mmx 36 43
—— 35
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2
2KR
2KR
120kg :
30
1.3 1.5
2.5 3 36.1%
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2KR
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2
96/97/99 3
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30%
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°
°
4-2
2KR 1992 1997 6
2KR KR
1998 Ministry of Food and Agriculture
17
85
2005 3 2580 TG 4-1
Strategic Policy & Management Department 2KR
Agriculture Special Purpose Fund Division
Fund of

Wheat ADB  IMF 2005 6
Agriculture Support Fund

KR 2KR

2KR
Information, Monitoring & Evaluation
Department 2KR

Agrotech Impex Company
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Minister'sBoad

Minister

Steering Committee of Agriculture Support Fund

Vice Minister

Personal Secretary to the Minister|

State Secretary

Assistant to the State Secretary

Strategic Planning and Policy Department

Strategic Policy Division |

{Planing and Accounting Division |

{Agriculture Special Purpose Fund Division |

| |Administrative Department

L

{[Economic and Financial Division

| |Policy Implementing Department

— Veterinary Division |

——|Pasture and Crop Irrigation Department |

— Crop Farming and Technological Division |

—Food Division |

| |Veterinary and Breeding Department

| |Information, Monitoring and Evaluation Department

—|External Relations and Cooperation Division

Agricultural Extension Center

Agriculture Support Fund

4-1
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4-3

4-1

No /

1 4-Wheel tractor/4WD, 130HP or more 40
2 Combine harvestor/140HP or more, cutting width 5m or more. 30
3 Seed drill/Sowing width 2m or more 40
4 Tilling cultivator/Working width 4m 40
5 Grain cleaner/Cleaning capacity 10t/h or more 15
6 Grain Loader/Loading capacity 100t/h or more 15

DAC+CIS

7 4-Wheel tractor/25HP, 2WD or 4WD 300
8 Bottom plough /Attachment for No7/2 bottoms 300
9 Hiller Up Cultivator/Attachment for No.7/2 share or more 300
10 Trailer/Attachment for No.7/Loading Cap.2t or more 300
11 Digger/Attachment for No.7/Digging width 620mm or more 200
12 Grass Mower/Attachment for No.7/Cutting width 2m or more 300
13 Potato Planter/Attachment for No.7/2 rows or more 200

20

No.1 No.6

2KR 2KR

ha

No.7~No.13

19

1999

2000




-1

/Tsagaan Murun Co.LTD

680083 99194806
2003
3
20-25HP
20-25HP 2,700
20-25HP 1,900
30Kw 2,800
2t/hr 1,700
6 650
2 105,000Tg
400
-2
/Hong Tu Co.LTD
99117456
5 2003
Mr.Saujaasuveu
20HP
60
20HP 200 Tg
/ 130 Tg
/ 70 75
/ 45
/ 80m 50 Tg

20

Tg

30KW

Tg

50



85%
69%

1,000 3,000ha

50 1,000ha

2KR

21



1 5

Oha

11
2KR
9
4-2
4 5 6 7 9 10 11 12
A—1—n
T °g—o —0
O——<
A—1n
O——DO__Q
4-2

22




20

CIS

4-4

30%

FOB

2KR

2KR

2KR

DAC

70% E/N

10% FOB 172
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FOB 172

M/D  Annex-2
2KR
Agriculture University 5 7
1 2
2KR
NGO
NGO
2KR
NGO
2KR
NGO
2KR
6 1992 1997
1997
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2002 2
5 1790 Tg
20 Tg
2006 4 5
4-2

4-2 10

EN FOB
1992 | 1992/05/28 150,000,000 104,468,000 69,645,330 21,450,762 48,731,490 | 227%
1993 | 1993/05/17 200,000,000 138,836,000 92,557,330 164,752,050 153,219,406 93%
1994 | 1994/09/13 250,000,000 223,377,000 148,918,000 626,944,780 326,011,285 52%
1995 | 1995/07/18 250,000,000 172,584,678 115,055,460 586,672,848 234,669,139 40%
1996 | 1997/02/25 250,000,000 218,295,000 145,530,000 876,818,250 394,568,212 45%
1997 | 1998/05/13 400,000,000 383,139,619 255,426,400 | 1,578,535,230 805,052,967 51%
1998 | 1999/02/12 370,000,000 339,528,017 226,352,000 | 1,953,417,857 703,230,428 36%
1999 | 1999/07/10 500,000,000 432,839,620 288,559,720 | 2,395,045,897 | 2,281,361,253 95%
2,370,000,000 | 2,013,067,934 | 1,342,044,240 | 8,203,637,675 | 4,946,844,180 60%

2KR
JICA 1994 1997
M/D  Annex-2
2KR
2KR

25
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RMEE- BEMBR

MINUTES OF DISCUSSIONS
ON THE STUDY ON THE JAPAN’S GRANT ASSISTANCE PROGRAM
| FOR UNDERPREVILEDGED FARMERS
IN MONGOLIA

In response to a request from the Government of Mongolia for a commodity assistance
under the Grant Assistance Program for Underpﬁvilegea Farmers (hereinafter referred to as “Grant
Assistance”) for Japanese fiscal year 2005, the Government of Japan decided to conduct a study
and entrusted the study to the Japan International Cooperation Agency (hereinafter referred to as
“JICA”). '

JICA sent to Mongolia a Study Team (hereinafter referred to as “the Team”), which is
headed by Mr. Yoshio Ishizaki, Deputy Director of Grant Aid Division, Economic Cooperation
Bureau, the Ministry of Foreign Affairs of Japan, and is scheduled to stay in Mongolia from August
14 to August 27, 2005, ‘ -

" The Team held a series of discussions with the officials concerned of the Government of
Mongolia and other stakeholders. )
As a result of discussions and field survey, both parties confirmed the main items

described in the ATTACHMENT.

Ulaanbaatar, August 26, 2005

A5 )

Mr. Yoshio Ishizaki Mr. DAVAADORIJ Gochoo
Deputy Director of Grant Aid Division Director of Strategic Planning and Policy Department
Economic Cooperation Bureau The Ministry of Food and Agriculture

The Ministry of Foreign Affairs of Japan Mongolia



ATTACHMENT

Procedures of the Grant Assistance

The Mongolian side understood the objectives and procedures of the Grant Assistance
explained by the Team, as described in ANNEX-L

The Mongolian side will take the necessary measures for smooth implementation of the
Grant Assistance as described in ANNEX-L '

System of the Grant Assistance for Execution

The responsible and implementing organization for the Grant Assistance is the Ministry of
Food and Agriculture (MoFA). » '

Distribution System is described as below.

1.

_L..)

<Small Tractors and Their Attachments>

Small tractors and their attachments are to be provided to underprivileged farmers who
cultivate potato, vegetables and etc. They are provided with an obligation to pay half of
the FOB value at maximum with no interest within four years from the signing of E/N.
<Large Tractors, Combines and Their Attachments (1) >

Large tractors, combines and their attachments are to be provided to agro-entities and
farmers who cultivate cereals (mainly whéat) for contributing increase of food
production in Mongolia. They are provided with an obligation to pay 50 percents of the
FOB value at minimum with no interest within four years from the signing of E/N. The
purchasers shall use the machineries for providing agricultural services (including
plowing, land preparation, seeding, weeding, harvesting services and etc.) to farmers
without owing machineries. The agreements for these services shall be concluded
among the Ministry of Food and Agriculture, soum administration bodies and the
purchasers. Also, the agricultural services are to be provided with charges to such
farmers for five years at minimum.

<Large Tractors, Combines and Their Attachments (2) >

When the large tractors, combines and their attachments are purchased without
providing agricultural services as mentioned above, the machineries are sold with prices
which are added more than ten percents of the FOB value to that of machineries used
for the agricultural services mentioned above_(that is, 60 percents of the FOB value at
minimum).

<Counterpart fund>

- When selling the machineries mentioned in the items 1, 2 and 3 above, the Ministry of

Food and Agriculture shall ensure that at least an amount equivalent to a half of the
FOB value of all machineries to be deposited as the counterpart fund in an account of
commercial bank.



5. <Transparency of the Project >
Requests from end-users (such as farmers-and agro-entities) should be collected and
information of the project should be provided widely through relevant soum, aimag and

city administration bodies in order to ensure transparency of the project.
6. <Prohibition of Selling the Machineries to Third Party by the Purchasers>
The machineries are in principle prohibited to be sold to third party by the purchasers

since they are provided with purpose of contributing to the increase of food production

with special emphasis on underprivileged farmers. .

3. Target Area(s), Target Crop(s) and Requested Item(s)

3-1. Target areas of the Grant Assistance for Japanese fiscal year 2005 are Tov, Selenge, Bulgan,

Darhan-uul, Khovsgol, Khentii, Hentii and other aimags in Mongolia.

3.2, After discussions with the Team, the following machinery are finally requested by the

Mongolian side.

Bottom plough /Attachment for No7/2 bottoms

300

Hiller Up Cultivator/Attachment for No.7/2 share or more

300

Trailer/Attachment for No.7/Loading Cap.1.5t or more

Digger/Attachm;:nt for No.7/Digging width 620mm or more

Grass Mower/Anachment for No.7/Cutting width 2m or more

Potato Planter/Attachment for No.7/2 rows or more

Small-scale farmers and/or
groups who produce potato

and /or vegetables.

No Name of Machinery /Specifications & Qtv Target groups & Crops Origin
1 4-Wheel tractor/4WD, 130HP or more 40 .
2 Combine hérvestor/ 140HP or more, cutting width Sm or more. 30 Agro-entities and/or
3 Seed drill/Sowing width 2m or more 40 large-scale farrers who
4 Tilling cultivator/Working width 4m 40 produce cereals (mainly
5 Grain cleaner/Cleaning capacity 10t/h or more 15 wheat).
DAC -
6 Grain Loader/Loading capacity 100t/h or more 15
7 4-Wheel tractor/25HP, 2WD or 4WD 300 C:S

4. Counterpart fund

4-1. The Mongolian side confirmed the importance of proper management and use of

Counterpart fund, and explained the executing system as follows:

a. When or after selling the mashinery to purchasers, the MoFA shall collect money
from the purchasers. Then the MoFA shall transfer the money to the bank account
for Counterpart fund.

b. MoFA is the responsible organization for the deposit and utilization of the

Counterpart Fund.
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5-2.

¢. MOoFA submits the quarterly statement of the bank account to the Embassy of Japan.
d. MoFA reports the “Utilization Program” of the fund to the Embassy of Japan.
The Mongolian side explained that it has prioritized projects aimed at poverty reduction and
that benefit small-scale farmers for the use of the Counterpart fund.
The Mongolian side agreed to introduce external auditing with its own expense for proper
management and use of the Counterpart Fund.

Monitoring and Evaluation ‘
The Mongolian side explained the Monitoring and Evaluation system as follows:
a. MoFA monitors the money collected after distribution of the machinery periodically.
b. MoFA promised to set a monitoring system on the distribution of the machinery
from the Grant Assistance 2005, and to prepare and submit the Monitoring Report in
English to the Embassy of Japan.
Both sides agreed that the Consultative Committee Meetings and the Liaison Meetings will
be held as constituted in ANNEX-L.

kA

Other Relevant Issues
The Mongolian side agreed to continue giving wider opportunity for stakeholders to
participate in the Grant Assistance program.

The Mongolian side agreed to publish the study report to the public in Japan and relevant
organizations. : , |

The Mongolian side promised to organize trainings on machinery procured under the 2KR
programmes for the purpose of effective utilization as described in ANNEX-IL

The Team explained the feature of “Procurement Agent System.”

The Team has explained the feature of technical assistance under the Grant Assistance called

“Soft Component”.

ANNEX-I  Japan’s Grant Assistance Program for Underprivileged Farmers
ANNEX-II  Trainings on Machinery to be produced through KR-2 Programme



ANNEX -1
Japan’s Grant Assistance for Underprivileged Farmers (2KR)

1. Japan’s 2KR Program
‘1) Main objectives of Japan’s 2KR Program

Many countries in the developing world face chronic food shortages. Reduced yields
due to factors such as harsh climate and harmful pests are a serious problem. A
fundamental solution to the food problems in developing countries requires, above all,
increase of food production through self-reliant efforts on the part of such countries.

To cooperate with the efforts of developing countries to achieve sufficient food
production, the Government of Japan has been extending program for the increase of Food
Production (Japan’s 2KR Program) since 1977. |

2KR aims at providing fertilizer, agricultural machinery & equipment and others to
assist food production programs in developing countries which are striving to achieve
self-sufficiency in food. ‘ -

The Government of Japan decided to focus on underprivileged farmers and small scale
farmers as a target of the 2KR program and change the name of 2KR from “Grant Aid of
" Increase of Food Production” to “Grant Assistance for Underprivileged Farmers” to

contribute eradication of hunger through this program more effectively.

2) Counterpart fund

A recipient of 2KR is obliged to open a bank account and deposit local currency half of
the FOB value of the procured equipment & materials in principle within a period of 4
years from the date of the signing of the E/N (Exchange of Notes). The fund is called the
"JKR counterpart fund" and it is to be used for the purpose of economic and social
development, including agriculture, forestry and/or fisheries development, and for the
increase of food production in the recipient country. Therefore 2KR can have double
benefits; through direct procurement of agricultural input under the grant and through the
counterpart fund to support local development activities.

2. Eligible Countries for 2KR
Any developing country making efforts to increase food production in order. to reach

self-sufficiency is pdtentially eligible to receive 2KR. The following factors are taken into
consideration in the selection of recipient countries:

1) The supply and demand of staple foods and agricultural input in the country,

2) The existence of a well-defined plan for increase of food production, and

3) The past records of Japanese grant aid in the agricultural sector.



3. Procedures and Standard Implementation Schedule of 2KR
The standard procedures of 2KR are as follows.

1) Application (made by a prospective recipient country)

2) Study (analysis of application, involving field surveys, with findings to be compiled
as a report)

3) Appraisal and approval (appropriateness and ratlonale of application to be assessed
and approved by the Government of Japan)

4) Exchange of Notes (E/N are signed by the two government concerned)

5) Conclusion of an Agent Agreement with the Agent and the approval of the Agent
Agreement |

6) Tendering and contracting

7) Shipment and payment

8) Confirmation of the arrival of goods

Detailed descriptions of the steps are as follows.

3-1.Application (Request for 2KR) ¢ :
To receive 2KR, a re<:1p1ent country has to submit a request to the Government of Japan.
A request for 2KR is made by filling out the 2KR questionnaire which is sent annually to
potential recipient countries by the Government of Japan.

3-2. Study, Appraisal and Approval

Japan International Cooperation Agency (JICA) will dispatch the preliminary study
mission to countries which could be recipient country of that fiscal year. The study
includes:

1) Confirmation of background, objectives and expected benefits of the proj ect

2) Evaluation of suitability of the project for the 2KR scheme

3) Recommendation of project components

4) Estimation of program cost

5) Preparation of a report

The following points are given particular importance when a request is studied:
1) Usage of agricultural input requested

2) Distribution plan of agricultural input requested

3) External audit system on the Counterpart Fund

4) Holding liaison meetings

5) Consultation with stakeholders in the process of 2KR

The Government of Japan appraises the project to see whether or not it is suitable for
2KR based on the study report prepared by JICA and the results of its appraisals are then



submitted to the Cabinet for approval. :
After approval by the Cabinet, the Grant Aid becomes official with the Exchange- of
Notes (E/N) signed by the Government of Japan and the Government of recipient country.

3-3. Procurement Methods and Procedures after the E/N
The details of procedural steps involved after signing of the E/N and up to the payment
stage are described as follows:

1) Procedural details
Procedural details on the procurement of goods under 2KR are to be agreed upon
between the authorities of the two governments concerned at the time of the signing of the
E/N. |
Essential points to be agreed upon are outlined as follows:
a) JICA is in a position to expedite the proper execution of the program.
b) The products and services shall be procured in accordance with JICA's "Guidelines II
of Japan's Grant Aid for Increase of Food Production”. B
c) The recipient government (“the Recipient™ shall conclude an employment contract
with the Agent. : .
d) The Recipient shall designate the Agent as the representative acting in the name of
the Recipient concerning all transfers of funds to the Agent.

2) Focal Points of "Guidelines II of Japan's Grant Aid for Increase of Food Production”
a) The Agent
The Agent is the organization which provides procurement services of products
and services on behalf of the Recipient according to the Agent Agreement with the -
Recipient. In addition to this, the Agent is to serve as the Recipient's adviser and
secretariat for the consultative committee between the Government of Japan and the
Recipient (hereinafter . referred to as the "Committee").

b) Agent Agreement
‘The Recipient will conclude an Agent Agreement, in principle within two months
after the date of entry into force of the E/N, with the Agent in accordance with the
Agreed Minutes (“A/M”). .
After the approval of the Agent Agreement by the Government of Japan in a
written form, the Agent will conduct services referred to paragraph c) below on behalf
of the Recipient.

¢) Services of the Agent
1) preparation of specifications of products for the Recipient.
2) preparation of tender documents.



3) advertisement of tender.

4) evaluation of tender.

5) submission of recommendations to the Recipient for approval to place order with
suppliers.

6) Receipt and utilization of the fund.

7) negotiation and conclusion of contracts with suppliers.

8) checking the progress of supplies.

9) providing the Recipient with documents contalmng detailed information of
contracts.

10) payment to suppliers from the fund.

11) preparation of quarteﬂy statements to the Recipient and the Government of
Japan. ‘

d) Approval of the Agent Agreement

The Agent Agreement, which is prepared as two identical documents shall be
submitted to the Government of Japan by the Recipient through the Agent. The
Government of Japan confirms whether or not the Agent Agreement is concluded in
conformity with the E/N and the Guidelines II of Japan's Grant Aid for Increase of
Food Production, and approves the contract.

The Agent Agreement concluded between the Recipient and the Agent shall
become effective after the approval by the Government of Japan in a written form.

e) Payment Methods

The Agent Agreement shall stipulate that "regarding all transfers of the fund to the
Agent, the Recipient shall designate the Agent to act on behalf of the Recipient and
issue a Blanket Disbursement Authorization (hereinafter referred to as "the BDA") to
conduct the transfer of the fund (Advances) to the Procurement Account from the
Recipient Account.”

The Agent Agreement shall clearly state that the payment to the Agent shall be
made in Japanese yen from the Advances and that the final payment to the Agent shall
be made when the total Remaining Amount become less than 3 % of the Grant and its

accrued interest.

f) Products and Services Eligible for Procurement
Products and services to be procured shall be selected from those defined in the
E/N and the A/M. :
The quantity of each product and service to be procured shall not exceed the limits
of the quantity agreed upon between the Recipient and the Government of Japan.



g) Supplier , :
A Supplier of any nationality could be contracted as long as the Supplier satisfies
the conditions specified in the tender documents. .

h) Method of Procurement
In implementing procurement, sufficient attention shall be paid so that there is no
unfaimess among tenderers who are eligible for the procurement of products and
services. ,
For this purpose, competitive tendering shall be employed in principle.

i) Type of Contract
The contract shall be concluded on the basis of a lump sum price between the
Agent and the Suppliers.

}) Size of Tender Lot
In the interest of obtaining the broadest possible competition, any ore lot for
which a tender is invited should, whenever possible, be of a size large enough to
attract tenderers. On the other hand, if a possible tender lot may be technically and
administratively divided and such a division is likely to result in the broadest possible
competition, the tender lot should be divided into two or more.
If more than one lot is awarded to the same contractor, the contracts may be
combined into one.

k) Public Announcement
Public announcements shall be carried out in a rational manner so that all qualified
and interested tenderers will have fair opportunity to learn about and participate in the
tender. _
The tender invitation should be advertised at least in a newspaper of general
circulation or, if available, in an official gazette of the recipient country (or
neighboring countries) or in Japan.

1) Tender Documents

The tender documents should contain all information necessary to enable tenderers
to prepare valid offers for the products and services to be procured by 2KR.

The rights and obligations of the Recipient, the Agent and the Suppliers of the
products and services should be stipulated in the tender documents to be prepared by
the Agent. Besides this, the tender documents shall be prepared in consultation with
the Recipient.



m) Pre-qualification Examination of Tenderers .

The Agent is permitted to conduct a pre-qualification examination of tenderers in
advance of the tender so that the invitation to the tender can be extended only to
eligible suppliers. The pre-qualification examination should be performed only with
respect to whether or not the prospective tenderers have the capability of
accomplishing the contracts concerned without fail. In this case, the following points
should be taken into consideration:

1) Experience and past performance in contracts of a similar kind

2) Property foundation or financial credibility

3) Existence of offices, etc. to be specified in the tender documents.

n) Tender Evaluation :

The tender evaluation should be implemented on the basis of the conditions
specified in the tender documents.

Those tenders which substantially conform to the technical specifications, and are
responsive to other stipulations of the tender documents, shall be judged solely on the
basis of the submitted price, and the tenderer who offers the lowest price shall be
designated as the successful tenderer. X

The Agent shall prepare a detailed tender evaluation report clarifying the reasons
for the successful tender and the disqualification and submit it to the Recipient before
concluding the contract with the successful tenderer.

The Agent shall, before a final decision on the award is made, furnish JICA with a
detailed evaluation report of tenders, giving the reasons for the acceptance or rejection

of tenders.

0) Additional Procurement
If there is an additional procurement fund after competitive and / or selective
tendering and / or direct negotiation for a contract, and the Recipient would like an
additional procurement, the Agent is allowed to conduct an additional procurement,
following the points mentioned below:
1) Procurement of the same products and services
When the products and services to be additionally procured are identical
with the initial tender and a competitive tendering is judged to be
disadvantageous, the additional procurement can be implemented by a direct
contract with the successful tenderer of the initial tender.
2) Other procurements
When products and services other than those mentioned above in (1) are to
be procured, the procurement should be implemented through a competitive
tendering. In this case, the products and services for additional procurement
shall be selected from among those in accordance with the E/N and the A/M.



p) Conclusion of the Contracts
In order to procure products and services necessary to increase food production by
the Recipient in accordance with the E/N and the A/M, the Agent shall conclude |
contracts with suppliers selected by tendering or other methods.

q) Terms of Payment

The contract shall clearly state the terms of i)ayment.

In principle, payment shall be made after the shipment of the products and the
services stipulated in the contract have been completed. However, an advance
payment and an interim payment could be made in appropriate amounts in cases
where a contract is for complicated services such “as construction or products made to -
order.

4. Undertakings by the Recipient ,
The government of the recipient country will take necessary measures:

1) To ensure prompt unloading and customs clearance at ports of disembarkation in the
recipient country and prompt internal transportation therein of the goods purchased
under 2KR. |

2) To exempt Japanese nationals from customs duties, internal taxes and other fiscal
levies which may be imposed in the recipient country with respect to the supply of
the goods and services under the Verified Contracts.

3) To ensure that the goods purchased under 2KR will make an effective contribution to
the increase of food production and eventually to stabilize and develop the recipient
country's economy.

4) To bear all the expenses, other than those covered by 2KR, necessary for the
execution of 2KR.

5) To maintain and use.the goods procured under 2KR properly and effectively. -

6) To introduce the external audit system on the Counterpart Fund.

7) To give priority to projects for small scale farmer and poverty reduction for the use
of the Counterpart Fund.

8) To monitor and evaluate the progress of 2KR and to submit a report to the
Government of Japan every year. |

5. Consultative Committee

5-1. The purpose of establishment on the Consultative Committee
The Government of Japan and the Government of recipient country will establish a
consultative committee (“Committee™) in order to discuss any matter, including deposit of
counterpart fund and its usage, for the purpose of effective implementation in recipient
country. The Committee will meet in principal in recipient country at least once a year.



5-2. The member of the Committee
1) Principal member
Principal member shall be the representative of the Government of recipient
country and the Government of Japan (Ministry of Foreign Affair of Japan or
Embassy of Japan). The number of the representatives in each Government will not be
limited and not be necessary to be equal (the representative from implementing
organization of the Project in recipient country shall be included as a member).

2) The chairman
The chairman shall be appointed from the representative of the Government of the
Recipient Country.

5-3.0Other participants
1) JICA
The representative of JICA (Headquarter of JICA or JICA local office in recipient
country) will be invited to the Committee as observer and support the Government of
Japan as the organization of encouraging effective implementation of 2KR.

2) The Agent
The representative of the Agent will be invited to the Committee provides advisory
service to the Government of recipient country and work as the secretariat of the
Committee. The role of the secretariat will be such as collecting information related to
the 2KR, preparing the material for discussion and making the Record of Discussion
on the Committee.

5-4 Term of Reference of the Committee
The subject centered on the below shall be discussed in the Committee.

1) To discuss the progress of distribution and utilization of the goods in the recipient
country purchased under the Project.

2) To evaluate the effectiveness of utilization of the product in recipient country for the
production of staple food.

3) In case there are some problems (especially the delay of distribution and utilization
of the product and deposit of the counterpart fund), opinion exchanges for solvmg
such problems, progress report of implementation of countermeasures by the
recipient Government, suggestion by the Government of Japan, shall be done in the
Committee.

4) To confirm and report the deposit of the counterpart fund

5) To exchange views on the effective utilization of the counterpart fund



6) To discuss the promotion and the publicity of the projects financed by the
counterpart fund.
7) Others

6. Liaison Meeting
6-1. The purpose of establishment on the Liaison Meeting
The Government of Japan and the Government of recipient country will establish a

Liaison Meeting in order to discuss any matter, including deposit of counterpart fund and
its usage, for the purpose of effective implementation in recipient country. The Liaison
Meeting will meet in recipient country at least three times a year.

6-2. Terms of Reference of the Liaison Meeting
The subject centered on the below shall be discussed in the Liaison Meeting,
1) To discuss the progress of distribution and utilization of the goods in the recipient
country purchased under the Project.
2) To evaluate the effectiveness of utilization of the product in recipient country for the
production of staple food. *

3) In case there are some problems (especially the delay of distribution and utilization
of the product and deposit of the counterpart fund), opinion exchanges for solving
such problems, progress report of implementation of countermeasures by the
recipient Government, suggestion by the Japanese side, shall be done in the Liaison
‘Meeting.

4) To confirm and report the deposit of the counterpart fund

' 5) To exchange views on the effective utilization of the counterpart fund

6) To discuss the promotion and the publicity of the projects financed by the

counterpart fund.

7) Others



ANNEX -1I

Trainings on Machinery to be procured through KR-2 Programme

With a purpose to improve utilization of machinery procured through KR-2 Programme,

Mongolian side promised to organize technical service lIﬁiniﬂgs in following manners:

> To organize a 5-7-day trainings at the Agriculture University for purchasers who would

receive the machinery.

> To ensure effective use of the machinery, activities as below are implemented by the
Mongolian technical expert team.
- technical tests at each farm to check utilization and maintenance conditions of the
machinery once or twice every year. s
- repair of any occurred damages with provision, of advices and spare parts.

- making of machinery utilization reports written.

> To implement above tasks, KR-2 Programme fund is used for providing salaries of the
technical expert team, field work accommodation, and purchasing costs for a car and 1its

necessities after consultation with the government of Japan.
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