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June 30, 2020 
 
Mr. Naranbayar Galdansambuu 
Director 
Emeelt Light Industry and Technology Park 
#707, Orange Plaza 
Sambuu Streeet 
Chingellei District, 5th Khoroo 
Ulanbaatar, Mongolia 
 

Dear Mr. Naranbayar,  

It is a pleasure to learn of your desire to build Emeelt Light Industry Technology Park 
through the kind introduction and information from Mr. Karsten Koepke, Executive 
Director of KPB Consulting LLC via various meetings in Ulan Bator. 

We are very intrigued by the idea of assisting the City Council  in providing developmental 
finance for the construction of the facility. We have received certain general information 
concerning this facility and are very impressed by the scope as well as the vision for the 
City of Ulan Bator . Our firm has considerable experience in the area of project finance 
and structured finance and feel that we could be constructive to your ultimate requirement 
which we believe is around $160 million.  However, it will be important for potential 
investors to understand the City’s finances as well as that of the project. Thus, as your 
financial advisor we would endeavor to create and Info Memo and Financial analysis to 
explain the project and the City’s vision for it. 
Generally, such a project would be considered as a “Sub National” undertaking since it 
would be our objective to not require the Ministry of Finance for an external financial 
guarantee. When we use the term structured financing, it generally means to use more than 
one financial entity in order to make the borrower qualified for a capital markets issuance. 
For amounts over $100 million, it is crucial that the borrower be able to tap the capital 
markets and not be dependent upon financial intermediaries such as banks, insurance 
companies or other credit institutions. These intermediaries must charge more for interest 
rate and often add little value to the transaction. The idea of course is to have the City of 
Ulaanbaatar able to borrow under its own name. 
 
There are several ways to do this, the most obvious way is to obtain a credit rating from 
the rating agencies and see if that rating will be sufficient to borrow money in the capital 
markets. However, we would prefer to obtain an investment grade guarantee from a credit 
worthy international financial institution (IFI)  such that the bonds or notes being issued 
by the City, now have an investment grade rating. With an investment rating, this means 
more market depth as there are many investors who will be happy to invest the money for 
an investment grade borrowing. 
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Most guarantees are full faith and credit of the issuer and essentially “wrap” the borrower’s  
notes or bonds with any “non honoring of a financial obligation. 

Non-honoring of Financial Obligations  

This instrument protects against losses resulting from a failure of a sovereign or sub-
sovereign government or a qualified state- owned enterprise (SOE) to make a payment 
when due under an unconditional financial payment obligation or guarantee related to an 
eligible investment. It does not require the investor to obtain an arbitral award. This 
coverage is applicable in situations when the financial payment obligation is unconditional 
and not subject to defenses.  

Availability of this product is limited to governments/SOEs with satisfactory credit ratings.  
So we probably need to obtain a preliminary rating for the City to have it qualify for the 
Triple A rating.  

Below is a brief summary of a sub-national bond which was guaranteed by the International 
Finance Corporation.  It should give an idea of a possible structure that could be used in 
the case of the Emeelt Light Industry Technology Park. This transaction was actually done 
in the local currency (rubles), but obviously a USD bond would also be possible. 

 
As you can see from the above, there is a variety of potential financial structures which 
may be well suited for Emeelt Light Industry Technology Park, and there are a variety of 
potential senior lenders that can possibly support the transaction. In order to adequately 
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finance the project, it is important to submit quality descriptive and analytic work. Part of 
our engagement would be to compose an information memorandum and create a financial 
model which will not only describe the City’s revenue health, but also the transaction. We 
cannot over emphasize the need to clearly describe these variables such that the financing 
parties would find it easy to bring this information to their credit or investment committee. 
It is not realistic to expect that the financing entity will just create these documents on their 
own. Unfortunately, it is like an arms race of better and better analysis which dooms poorly 
composed information to the bottom of the pile. 
 
To explore a multitude of financing options these also could include grants from USAID 
as an example. We know that USAID has granted funds for other types of industrial parks 
as part of its development mandate. Thus, I feel that there may be funds that could be 
capped. Do not know the full extent of whether these funds are available for Mongolia as 
they often ear-marked for much poor countries. 
 
Yes this is a very complicated scenario and undertaking, it might be useful to schedule a 
conference call where we could discuss in greater detail possible advisory services that are 
firm could provide., We wanted to make you aware that there are options for the City to be 
able to borrow it it’s own name with an enhancement and without burdening the MOF for 
a guarantee. 
 
Thanking you in advance for your kind consideration. 
 
Sincerely yours, 
 

 
 
Burke  P. McCormack 
Principal 
 
BPM/tbb 
enc.  
 


