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A.  Preface
Mongolia, situated between two of the world’s commodity superpowers, is a nation rich in
mineral resources. Its geology and geography have attracted significant investment in recent
years. Mongolia has been identified as one of the newest Global Growth Generators (3G
countries), which is a classification determined by Citigroup for countries with the most
promising growth prospects over 2010–50. The World Bank has predicted that Mongolia’s
GDP will grow approximately 25% per annum from 2010 levels to reach US$12.8 billion by
the end of 2015.

However, significant external imbalances are currently challenging Mongolia because foreign
direct investment (FDI) has declined rapidly, and some mineral exports remain weak.
According to the World Bank report, growth was 6.3% as of the end of 2014 and is forecast to
remain stable for the next three years.

This guide will provide you with some useful information on the mining landscape in Mongolia.
It is based on statistics and rules in force as of May 2015. The guide includes a
comprehensive chapter on the tax environment and issues that investors face when entering
and operating in this market. However, it is not a substitute for comprehensive professional
advice, which should be sought before engaging in any significant transaction involving
Mongolia.

We wish you success in participating in this exciting and dynamic market.

B. Economic snapshot of Mongolia

Real GDP growth

GDP growth for 2014 dropped to 6.3% from 17.3% in 2011. According to the World Bank
forecast, GDP growth will remain steady for the next three years.
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Source: The World Bank.

Foreign direct investment

According to the World Bank record, total FDI in Mongolia between 2007 and 2013 (inclusive) totaled US$14.8
billion, of which US$11.3 billion (or 76%) was injected in the mining sector in the last three years. The decline of FDI
is mainly related to the cancellation of four double tax treaties as well as the Government’s decision on licensing.

Source: The World Bank.

Exports

Exports have played a pivotal role in Mongolia’s strong economic growth in recent years. Mongolia is uniquely
placed between Russia and China, which gives it a logistical advantage. Mongolian exports averaged US$271
million from 1997 to 2014, reaching an all-time high of US$649 million in December 2007 and a record low of
US$62 million in February 2009.

Mongolia exports mineral products (copper, coal, molybdenum, tin, tungsten and gold), natural and cultured
stones, jewellery, textiles, and products of animal origin (hides and skins). China is its main export partner,
contributing 89% of the total Mongolian exports. Others include Canada and Russia. The table below provides actual
values, historical data, forecasts, charts, statistics, an economic calendar and news for Mongolian exports.

Mongolian trade Last Previous Highest Lowest Unit

Balance of trade 110.1 31.6 249.2 -310.2 US$
million

Exports 324.5 222.8 649.5 62 US$
million

Imports 214.4 191.2 663.3 77.8 US$
million
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Current account -71.5 -25.6 132.8 -486.9 US$
million

Current account to GDP -27.89 -32.57 6.48 -32.57 Percent

FDI 16,692.82 16,842.88 16,842.88 4,949.50 US$
million

Gold reserves 2.87 4.28 9.93 0 Tonnes

Crude oil production 24 24 24 0 BBL/D/1K
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Source: “Mongolia Exports,” Trading Economics, 8 May 2015.

Government receipts

A 2013 report issued by the Mongolian Extractive Industries Transparency Initiative shows how increasing mining
and oil activity in recent years has resulted in significant growth in tax revenue from extractive companies. For
instance, tax revenue from extractive companies in 2013 reached MNT1,032,598.
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Total government receipts from extractive sector in 2013 (MNT million)

Source: Mongolia EITI Reconciliation Reports; numbers include mining and oil companies.

Climate

Mongolia has an extreme climate, with eight months of winter from September to April, and four months of summer
from May to August. In Ulaanbaatar, Mongolia’s capital city, normal average temperatures during daytime remain
between 14°C and 27°C  in the summer and drop to as low as –40°C in the winter. In regions where mines are
located, temperatures drop even lower.

Rainfall in Ulaanbaatar is the highest during the summer months. During harsh winters, more than half of the
country is covered by permafrost, making construction, road building and mining very difficult.
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Source: Climate Change Knowledge Portal, the World Bank.

C. Mining landscape

Environment

Mongolia’s mining sector is the primary contributor to its economy. With 16 strategic site deposits, the sector
accounted for 18% of GDP and 72% of exports in 2013. FDI in this sector has increased considerably in comparison
to other industries. About 45,000 Mongolians, or 5% of the workforce, are employed in mining, representing the
economy’s heavy reliance on this sector.
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The Mongolian territory covers 1.5 million square kilometers, and only a portion of it has undergone exploration.
With a number of undeveloped deposits, the Mongolian extractive sector certainly has lots of opportunities.

Historical data of extraction

Mineral Unit 2009 2010 2011 2012 2013
Coal Thousand tonnes 14,442 255,162 32,030 29,926 30,123

Copper concentrate at 35% Thousand tonnes 371 357 347 348 533
Molybdenum concentrate at
47% Thousand tonnes 5,125 4,677 4,163 4,050 3,869

Gold Kg 9,803 6,037 5,703 5,995 8,904

Tungsten Thousand tonnes 629 727 659 484 162

Tungsten concentrate Thousand tonnes 115 141 116 157 76

Iron ore Thousand tonnes 1,379 3,203 5,678 7,561 6,011

Zinc concentrate Thousand tonnes 142 113 105 119 104

Source: “Progress Report 2013,” EITI.

The major export commodities include copper concentrate, coal, fluorspar, gold, zinc concentrate and iron ore.

Coal

Coal is the largest Mongolian export, both by value and by weight. Mongolia has more than 300 known coal
deposits containing an estimated 152 billion tonnes of coal resources, and 19.5 billion tonnes are already validated
through prospecting and detailed exploration.

Mongolia was the 20th-largest producer of coal in the world in 2012. Coal is both an important domestic and
international resource for the country. Mongolian coal exports were expected to be 19.4 million tonnes for 2014,
which were predominantly delivered to China. The proportion of coal mined in Mongolia that went for export rose
from 44% of the total in 2009 to more than 56% of the total in 2012. At the same time, however, approximately
98% of Mongolia’s electricity supply in 2012 was generated by its coal-fired power stations.

The Tavan Tolgoi project is one of the world’s largest coal deposits, which contains reserves estimated at 6 billion
tonnes. State-owned Erdenes Tavan Tolgoi Company holds the mining license and extraction rights to the deposits,
which are auctioned off to the highest bidder. Australian company Macmahon Holdings Ltd. has been contracted
for operations at five of the six sections of the deposits since 2012, and its contract is due to expire in 2017; the
Mongolian Mining Corporation is responsible for operating on the remaining section. The majority of coal from the
mine is delivered to the Aluminum Corp. of China.

Copper

Copper is Mongolia’s second-largest export by value and its fourth-largest export by weight. Mongolia had proven
copper reserves of 12–14 million tonnes in 2014 and estimated reserves of 84 million tonnes, ranking as the
world’s 12th-largest source of copper.

Mongolia currently has only two copper-producing projects: the Oyu Tolgoi deposit, situated in the Southern Gobi
desert 550km south of Ulaanbaatar; and the Erdenet deposit, 250km to the northwest of Ulaanbaatar.

Gold

In 2013, Mongolia extracted almost 8,904kg of gold, of which 7,559kg was exported, generating revenues of
US$310 million. The Boroo gold mine, 100km north of Ulaanbaatar, has been operational since 2003 and is now
close to depletion. It is one of the country’s only hard-rock gold sources. Estimates indicate that Oyu Tolgoi
contains 1,800 tonnes of recoverable gold in reserves. Small-scale miners who extract alluvial gold have
historically carried out most of the gold mining in Mongolia. However, in recent years, many licenses have been
cancelled because of environmental restoration concerns, leading to the passing of a law in 2009 that banned
mining in water basins and forests. In general, gold output has steadily declined over recent years but is expected
to ramp up once mines such as Oyu Tolgoi become operational.
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Classification of deposits: Government ownership

Under the Mineral Law of Mongolia, the state is the owner of all mineral deposits and has the right to grant
exploration and mining rights. Mineral deposits are grouped under one of the following three classifications:

► Minerals of strategic importance: A strategic deposit is the one that may have a potential impact on national
security, economic and social development of the country at the national and regional levels or that is
producing or has the potential to produce more than 5% of total GDP in a given year. Examples include copper
and coal.

► Common minerals: These are abundant sediments and rock concentration that might be used as construction
material. Iron ore is an example.

► Conventional minerals: These have no strategic importance and are not common minerals.

In the case of state-funded exploration for proven reserves at a deposit of strategic importance, the state may have
a joint participation of up to 50% in a venture with a private legal person to exploit the mineral deposit. Where
proven reserves in a strategic deposit have been determined through funding sources other than the state, the
state may own up to 34% of the shares of an investment to be made by the license holder. For instance, in the case
of Oyu Tolgoi, proven reserves were determined by Ivanhoe Mines, but the state currently owns a 34% stake.

Strategic deposits

The Mongolian Government has identified various large deposits of strategic importance to the country and where
development of the mining industry should be focused.

There are 16 strategic deposits (illustrated below) consisting of coal, uranium, iron ore, copper, phosphorite, gold,
zinc and silver located throughout Mongolia.

Strategic deposit Mineral type Resources
1. Oyu Tolgoi Copper, molybdenum 45.032 million tonnes of copper; 157,000 tonnes of

molybdenum; 12,049 tonnes of silver; 1,838 tonnes of
gold

2. Tavan Tolgoi Coal 6.5 billion tonnes coal ; 1.4 billion tonnes of coking coal
3. Nariin Sukhait Coal 295.226 billion tonnes
4. Tsagaan Suvarga Copper, molybdenum 1.6112 million tonnes of copper; 66,200 tonnes of

molybdenum; 10,700 tonnes of gold
5. Shivee Ovoo Brown coal 645 million tonnes
6. Asgat Silver 24.8867 million tonnes of ore; 6,700 tonnes of silver;

210,900 tonnes of copper

Oyu TolgoiTavanTolgoi
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,Tumurtei

Tsagaan Suvraga

Burenkhaan
Erdenet

Tumurtein Ovoo

Coal

Copper

Iron ore Gold

Phosphorite Zinc

Uranium

Silver

Boroo
and
Gatsuurt



EY ÷ 8

Strategic deposit Mineral type Resources
7. Tumurtein Ovoo Zinc, lead 7.5 million tonnes of ore
8. Dornod Uranium 49.7967 million tonnes of ore; 56,865 tonnes of metal
9. Gurvan Bulag Uranium 10.560 million tonnes of ore; 16,073 tonnes of metal

10. Mardai Uranium 924,600 tonnes of ore; 1,104 tonnes of metal
11. Baganuur Brown coal 645 million tonnes
12. Tumurtei Iron ore 229.5 million tonnes
13. Boroo Gold 13.4 million tonnes of ore; 38.4 tonnes of gold, 5 tonnes of

silver
14. Erdenet Copper, molybdenum 6 million tonnes of copper; 170,000 tonnes of molybdenum
15. Burenkhan Phosphorite 162.56 million tonnes of phosphorite ore
16. Gatsuurt Gold 50 tonnes of gold

Source: Mongolian Stock Exchange.

Oyu Tolgoi

Oyu Tolgoi is Mongolia’s largest mining site comprising copper, molybdenum, silver and gold. Situated in the Gobi
Desert, the project is a joint venture between the Mongolian Government owning 34% of the project and Ivanhoe
Mines of Canada owning the remaining 66%. Ivanhoe Mines Canada is majority owned by Rio Tinto, which has been
the primary financier of the project. With a total investment of US$2.7 billion in the first five years and a projected
new employee count of 3,000, production at the mine is expected to begin in 2013 and have a lifespan of 50 years.
The company lowered its production estimates for 2015 to 600,000 to 700,000oz of gold and 175,000t to
195,000t of copper in concentrates. The copper deposit is expected to produce 450,000 tonnes of copper per
annum, equating to approximately 3% of the global supply when it operates at full capacity. The project is
considered to be crucial for Mongolia’s long-term economic growth and for the world’s metal supply.

Tavan Tolgoi

Tavan Tolgoi is the world’s largest undeveloped coal deposit. The state has divided the site into two blocks, with
Erdenes Tavan Tolgoi, a state-owned group, responsible for the first block and the second block offered to mining
companies in the private sector. In 2011, an agreement to develop the site was made by a consortium of
Mongolian, Chinese, Russian and US interests, but the agreement was rescinded. In late 2014 the second block was
submitted for tender once again, with the a consortium consisting of Shenhua Energy, Mitsui Mitsubishi and Energy
Resources (Mongolian Mining Corporation) winning the rights to develop the asset. Negotiations were in progress
regarding the investment agreement in the first quarter of 2015. In 2014, Erdenes Tavan Tolgoi exported 5.7
million tonnes of coal and is expecting to export 11 million tonnes in 2015.

Nariin Sukhait

Located in the Umnugobi province, the Nariin Sukhait coal deposit is being operated by three companies that work
as independent coal producers: Mongolyn Alt Corporation LLC (Mongolyn Alt), Qinhua-MAK-Nariin Sukhait LLC and
South Gobi Energy Resources Inc. (a subsidiary of Ivanhoe Mines). Based on estimates by Mongolyn Alt, the coal
resources have been measured at 295,226 million tonnes from the surface to a depth of 90 meters throughout the
licensed area. Its open-pit production capacity is expected to be about 3 million tonnes per year and is expected to
increase to 8 million tonnes upon the construction of railway from mine deposit to ShiveeKhuren border point.

Tsagaan Suvarga

Located 560km southeast of Ulaanbaatar and 220km west of Sainshand station, the Tsagaan Suvarga mine has
about 45,032 thousand tonnes of copper and smaller reserves of molybdenum, silver and gold.

Shivee Ovoo

Established in 1990, the Shivee Ovoo mine is located in Gobisumber. The state owns 90% of the mine, and the
remaining 10% is traded on the Mongolian Stock Exchange. The site has an estimated 645 million tonnes of brown-
coal deposits. Currently, the pit has the capacity to mine up to 2 million tonnes per annum. At the time of this
writing, Mongolia’s Ministry of Mineral Resources and Energy, Erdenes MGL, and the State Grid Corporation of
China had plans for a US$5 billion project comprising a large mine-mouth coal-power complex and an electricity
transmission system to export electricity to China, which would require approximately 20 million tonnes of coal per
year.
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Asgat

The Asgat mine is located in the northwest of Mongolia in the Bayan Ulgly province, near the Russia–Mongolia
border. Asgat was first discovered in 1976 by Soviet geologists. The primary mineral ore at this site is silver and,
according to the Mongolian Ministry of Energy and Mining, the Asgat mine has an estimated 3,006 tonnes of silver
deposits, with small reserves of copper, bismuth and antimony. The mine’s exploration and production licenses are
valid until 2064. Total geological exploration costs for the mine are estimated at US$10.3 million.

Tumurtein Ovoo

Located in Sukhbaatar, the Tumurtein Ovoo deposit has zinc reserves of 885,000 tonnes. The license for the
deposit is held by Tsairtmineral LLC, which has entered into a stability agreement with the Government of
Mongolia. The capacity of the deposit has been estimated to provide annual sales of US$25 million–US$30 million.

Dornod

Since 1950, Dornad has been known as the “city of uranium exploration” in Mongolia. Khan Resources Inc. has
been actively involved in the development of the Dornod Uranium Project since 1995. In 2009, the company
carried out a feasibility study on the deposit, and the economic results were quite positive. In January 2009,
Mongolia and Russia announced their intention to form a joint venture arrangement and to make Khan Resources
the primary investor. The state now owns 51% of the deposit.

Gurvan Bulag

Gurvan Bulag is located approximately 30km west of Dornod and is a uranium deposit site with an estimated 22
years of useful life. In 2004, Western Prospector, an advanced-stage uranium exploration company, was the active
miner at this site. But later, the company abandoned this project because of an adverse feasibility study that
showed the project was barely economic. In July 2012, the Mongolian Project Company announced an agreement
with the Nuclear Energy Agency to develop Gurvan Bulag.

Mardai

Located 960km northeast of Ulaanbaatar, Mardai was an abandoned uranium mining city that housed 10,000
Russian engineers and technical staff. The indicated reserve is 925,000 tonnes of ore and 1.604 million tonnes of
uranium. The total investment is estimated at US$47 million. Emeelt Mines, a subsidiary of Western Prospector, is
the exploration license holder for the deposit.

Baganuur

Established in 1978, the Baganuur mine is a brown-coal mine that has produced 100 million tonnes of coal by the
end of 2014. The mine is currently owned by Baganuur Joint Mining Company.

Tumurtei

Turmurtei is thought to be one of Mongolia’s largest iron ore deposits. In the 1990s, the state granted exploration
rights to a consortium of Mongolian and Chinese companies, assisted by a US$12.5 million preferential loan from
the Chinese Government. In 1996, the Government of Mongolia acknowledged that the mining license had been
sold through illegitimate means and declared ownership over the site. To date, the state remains the owner of this
deposit.

Boroo

Located 140km from Ulaanbaatar, Boroo Gold Mine is an open-pit gold site owned solely by Centerra Gold LLC, a
Mongolian subsidiary of the Canadian parented group. From March 2004 through December 2012, the Boroo mine
has produced approximately 1.6 million ounces of gold.

Erdenet

The Erdenet mine is located in Northern Mongolia and has large deposits of copper and some molybdenum. Erdenet
Mining Corporation, the mine’s owner, is a joint Mongolian–Russian venture. Currently, Erdenet is the fourth-largest
copper mine in the world, with remaining reserves of 1.060.367 million tonnes of ore. The mine produces 530,000
tonnes of copper and 4,500 tonnes of molybdenum per year.

Burenkhaan

Burenkhaan is a phosphorus deposit located to the south of the Khuvsgul Lake. The estimated phosphorous
resource at this site is 192 million tonnes.
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Gatsuurt

Centerra owns 100% of the Gatsuurt exploration property, located 35km from the Boroo mine. It is connected to
the Boroo mine site by a 55km road that was completed in 2010. In January 2015, the Mongolian Parliament
designated the Gatsuurt Project as a mineral deposit of strategic importance. This designation allows the project to
move forward within the application of the Water and Forest Law. However, the project has faced renewed
opposition from local groups who claim the area has significant historical and spiritual value.

Licenses
As of June 2014, Mongolia has 1,301 mining licenses and an additional 1,717 exploration licenses. Mineral
exploration and mining licenses are granted only to legal persons and taxpayers in Mongolia, duly formed and
operating under the laws of Mongolia. This requirement has to be met for the entire duration of a valid license.

Until the recent past, applicants did not need to demonstrate expertise or even be a mining company to obtain a
mineral exploration or mining license. Licenses were often issued to unincorporated entities and individual
Mongolians. This lack of a regulatory framework resulted in many individual license holders buying and
subsequently hoarding the licenses, expecting a high resale value in future periods as more and more mineral
deposits were discovered. As a result, in 2009, the Government stopped issuing new licenses. in January 2015, the
Government started accepting applications for new licenses.

Exploration licenses

When applying for an exploration license, the requested exploration area must meet several requirements, such as
shape, size, no overlap with an existing licensed area or an area covered by a pending application, and no overlap
with a reserved area or special-purpose territory. Licenses have an initial term of three years and are granted for
areas of land between 25 hectares and 400,000 hectares (although there is no limit placed on the number of
individual exploration licenses that a business entity can hold).

To apply, companies must submit a form, along with some documents and details (e.g., an area map of the
exploration site, information on the qualifications of the staff conducting the exploration work, and a preliminary
plan that includes the type, scope and cost of the exploration work). The completed application form and the said
documents need to be submitted to the Mineral Resource Authority of Mongolia (MRAM), which will notify the
applicant within 20 working days if it is unsuccessful for some reason or another (e.g., information provided does
not meet the requirements, the requested area overlaps with an area already requested in a pending application) or
to confirm that the site remains available for exploration.

If the Government contemplates granting a license, written notice is passed to the governor of the capital city, who
has 30 days to approve or reject the application. If the application is successful, the governor will notify the
applicant, who has 10 days from the date of notification to pay the license fee for the first year.

Within three days of receiving the payment, the government agency shall issue a three-year exploration license to
the applicant. Subsequent license fees are due annually, before the date the first license was issued.

Exploration license fees are calculated per hectare of the exploration area. Annual license fees begin at US$0.10 in
the first year and gradually increase to US$10 in the 10th to 12th year of the license term.

Mining licenses

Only exploration license holders are entitled to apply for a mining license in the exploration area. If an exploration
license expires and the holder fails to apply for a mining license, the latter is granted by way of a tender.

Similar to an exploration license application, the applicant for a mining license must submit the approved form and
associated documentation (e.g., the Mineral Council’s minutes on discussion of the exploration work results, and an
evaluation of the effect of the planned mining on the environment) to the government agency. Upon receiving the
application, the government agency will have 20 business days to refuse or grant the license. If the license is
granted, the applicant then has 10 working days to pay the first year’s license fee.

The mining license is then issued within three working days following the first year payment. Mining license fees are
calculated per hectare of the mining area at US$15 per hectare. For coal and other common mineral resources, the
fee is US$5 per hectare.

A mining license is valid for 30 years. Two years before the mining license is due to expire (and no earlier), the
license holder may apply for an extension. Mining licenses may be extended twice for terms of 20 years each time.
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Environmental expenditure

Under the Mineral Law of Mongolia, a license holder (exploration or mining) has obligations with regard to
environmental protection. To ensure the mining company adheres to its environmental responsibilities, the license
holder must deposit 50% of their environmental protection budget for the year into an escrow account. The
Corporate Income Tax (CIT) Law allows a deduction for these funds that have been accumulated for the purposes of
environmental rehabilitation. The deduction can be claimed when the funds are paid. Excess escrow funds that do
not get utilized are returned to the company and treated as taxable income.

Legal environment

Currently, there are about 30 laws and 40 regulations concerning the mining and exploration sector. The ruling law
is Law on Mineral Resources (last amended in February 2015), which was passed in 2006, and its main clause
refers to the term “strategically important deposits.” According to the law, the state can acquire shares (34% if the
deposit was explored by private fund, 51% if the deposit is explored by state fund) from the project on strategically
important deposits. There are 15 deposits under this term, and the Government is proposing to add several more
deposits.

In January 2014, the Parliament passed “Government policy on mineral resource sector.” The aim of this policy is
to support the development of mining based on the private sector, create stable investment opportunity, ensure
there is no discrimination and provide equal protection to all the stakeholders.

In October 2013, the Parliament passed the Investment Law, which repealed the Law of Mongolia on the
Regulation of Foreign Investment in Business Entities Operating in Sectors of Strategic Importance (BESI).
Mongolian policymakers plainly sought to guard against risks associated with state capitalism by passing BESI. The
law expressly delineates between “privately owned” foreign entities and “state-owned” foreign entities with stricter
limitations, and the Mongolian Government’s approval requirements for state-owned resource investors. Also, an
amendment in the Mineral Law is expected, which theoretically should be in accordance with the “Government
policy on mineral resource sector.”

Foreign investment

In recent years, Mongolia has welcomed foreign investment as its economy has developed and expanded. The
market is dominated by a few very large mining corporations. Ivanhoe Mines, one such corporation, is notably the
largest foreign investor in the Mongolian mining sector. The table below illustrates, by market capitalization, the
top 19 foreign-listed companies that have the majority of their business in Mongolia or are heavily exposed to
investments there. It shows how the foreign investor market is dominated by a few investors with sizable market
capitalization, with the remainder typically being exploration companies.

Name Country of listing Market cap:
consolidated

(US$ millions)

Ticker

1 Asia Resources Holdings Limited Hong Kong, China 87.92 899-HK

2 Aspire Mining Limited Australia 24.57 AKM-AU

3 Banpu Public Company Limited Thailand 1,918.99 BANPU-TH

4 Centerra Gold Inc. Canada 1,413.06 CG-T

5 Central Asia Metals PLC UK 286.61 CAML-LN

6 China Daye Non-Ferrous Metals Mining Limited Hong Kong, China 313.01 661-HK

7 Entree Gold Canada 32.22 ETG-T

8 Guildford Coal Limited Australia 31.18 GUF-AU

9 Haranga Resources Limited Australia 6.46 HAR-AU

10 Kincora Copper Limited Canada 6.93 KCC-V

11 Mongolia Energy Corporation Limited Hong Kong, China 87.01 276-HK

12 Mongolian Mining Corporation Mongolia 2,964.03 975-HK

13 Mongolian Resource Corporation Ltd. Australia 3.39 MUB-AU

14 North Asia Resources Holdings Limited Hong Kong, China 106.73 61-HK
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Name Country of listing Market cap:
consolidated

(US$ millions)

Ticker

15 Origo Partners PLC China 72.26 OPP-LN

16 Rio Tinto PLC UK 92,115.72 RIO-LN

17 Turquoise Hill Resources Ltd. Canada 6,266.21 TRQ-T

18 Xanadu Mines Ltd. Australia 31.21 XAM-AU

19 Zijin Mining Group Co., Ltd. China 11,965.50 601899-SH

Regulation

There are a number of government bodies that play a pivotal role in regulating Mongolia’s mining sector, including:

1. The Financial Regulatory Commission

The Financial Regulatory Commission is responsible for the regulation and supervision of the securities market,
commercial insurance organizations and nonbank financial institutions, and savings and credit cooperatives.

2. State Property Committee

The State Property Committee is responsible for managing and monitoring state-owned properties and their
operations and for managing the privatization of state-owned enterprises.

3. Bank of Mongolia

The Bank of Mongolia’s role is to ensure stability of the Mongolian togrog, supervise banking activities, arrange
interbank payments and settlements, hold and manage the state’s reserves and foreign currency, and issue bank
notes.

4. The Ministry of Finance

The Ministry of Finance is responsible for planning the Government’s budget and issuing government bonds. All
financial matters of the Government are addressed through the Ministry of Finance.

5. Mineral Resource Authority

The Mineral Resource Authority of Mongolia is responsible for issuing exploration and mining licenses based on
feasibility studies.

D. Establishing a legal presence
In accordance with the Company Law of 1999, the Civil Code of 2002 and the Law on Foreign Investment of 1993,
foreign and local investors may conduct business in Mongolia through a number of organizational and legal forms.
These organizational and legal forms can include joint-stock companies, limited liability companies (LLCs),
partnerships, branches and representative offices.

There are many financial, legal, commercial and tax implications arising from the choice of vehicle. For example,
representative offices cannot conduct commercial income-generating activities and are not considered legal
entities. Foreign companies that intend to engage in commercial income-generating business activities in Mongolia
generally cannot use a branch structure and typically structure their presence through an LLC.

Limited liability companies (LLC)

Establishment

An LLC is formed on the basis of charter and decision of founders. The initial capital is provided by contribution
from the shareholders and may take the form of cash or other property and property rights assessed in money
equivalent.
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LLCs may be founded by one or more individuals or legal entities and must have an appropriate state registration
since they acquire legal status only when registered. For a foreign-invested LLC (a company with at least 25%
foreign ownership), each foreign investor should contribute US$100,000. The share capital must be paid before
registration.

Shares and rights

There are only two types of shares: ordinary and preferred. There is no limit to the number of preferred shares that
can be issued.

The holder of an ordinary share has the right to vote at the general meeting of shareholders and take part in the
election of management bodies and the audit committee.

The holding of preferred shares grants the shareholders priority rights to receive dividends and (as determined by
the company’s charter) to participate in prior distribution of property in the event of liquidation. A holder of a
preferred share has no right to take part in the management of an LLC, except for certain cases provided by the
law.

Dividends may be paid in monetary form, as property or in the form of securities.

Registration

The registration of new foreign-invested companies in Mongolia takes place at three agencies: the Foreign
Investment and Investment Regulation Agency (FIIRA), the State Registration Office (SRO), and the District Tax
Office. Currently, registration at these agencies takes place separately.

A company should register a name with the SRO and complete the following steps:

► Opening a US dollar bank account: Once the SRO has granted name approval, the applicant needs to open a US
dollar bank account in the company’s name at a reputable bank (currently, Mongolia does not have any
operational international banks). The required capital fund of US$100,000 for each foreign investor should be
deposited into this account.

The capital fund must remain in the account until registration has been completed.

► Registration at FIIRA and SRO: The required documents to be submitted include an application form, charter,
document confirming address, minutes of the foundation meeting, balance sheet confirming the required
minimum amount of owner’s equity, a letter from the banking institution stating that the shareholder has
maintained its accounts in good standing, and documents confirming the founders’ identities and payment of
the state registration fee. The SRO will issue a certificate, which will be extended annually.

Making company stamp: After the FIIRA and SRO registration, a company stamp will be created. The company
stamp is crucial and all official company documents, from banking slip to financial statements, must be stamped
with it.

Rules for terminating a company

A company may be terminated in the following circumstances:

► By agreement of its shareholders
► Under the court’s decision as provided by legislation, including for insolvency reasons

Termination may be affected through reorganization or liquidation. Liquidation is carried out by a liquidation
committee appointed by the general shareholder’s meeting, or in case of insolvency, by the courts.

Importantly, the legal system does recognize the concept of collateralized assets provided as security for loans,
investment capital or other debt-based financial mechanisms.

The legal system also provides for foreclosure. All creditors have to go to court to collect securitized collateral,
adding months to the entire collection process. Once a judgment is rendered, the disputant faces a relatively hostile
environment to execute the court’s decision.
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Investment law

On 3 October 2013, the Investment Law was introduced by the Mongolian Parliament, which repealed the Law of
Mongolia on the Regulation of Foreign Investment in BESI. The BESI was introduced in May 2012, which was
criticized significantly for unclear definitions and hectic procedures.

The pinpointing article of the Investment law is the Stability Agreement. Both foreign and local investors may apply
for a tax stabilization certificate to govern their investment, thereby securing stable tax conditions for a fixed term.
The stabilization agreement can cover four types of taxes: corporate income tax, customs duty, value-added tax
(VAT) and royalties. The term of a tax stabilization certificate depends on the amount of investment and its
geographic location, as set out below. The stabilization certificate can be extended by half of the initial term
granted, if certain conditions are met.

Tax stabilization term for investors in mining, heavy industry and infrastructure
Investment
amount
(MNT billion)

Application of tax stabilization certificate (years) Investment
term (years)Ulaanbaatar Central

region
Khangai
region Eastern region Western region

30–100 5 6 6 7 8 2
100–300 8 9 9 10 11 3
300–500 10 11 11 12 13 4
Above 500 15 16 16 17 18 5

Source: Investment Law.

Tax stabilization term for investors in all other sectors
Investment amount (MNT billion) Tax

stabilization
certificate
(years)

Investment
term (years)Ulaanbaatar Central region Khangai

region Eastern region Western
region

10–30 5–15 4–12 3–10 2–8 5 2
30–100 15–50 12–40 10–30 8–25 8 3
100–200 50–100 40–80 30–60 25–50 10 4
Above 200 Above 100 Above 80 Above 60 Above 50 15 5

Source: Investment Law.

Statutory audit requirements

Under the Audit Law of Mongolia, all foreign investment companies (irrespective of size) are required to have their
financial statements audited under the International Standards of Auditing. The audit firm conducting the statutory
audit must be licensed by the Mongolian Institute of Certified Public Accountants.

E. Taxation

Overview

The tax laws of Mongolia were updated to deal with the new market economy in the early 1990s, after the
democratically elected Government took office following withdrawal of the former Soviet Union. The General Law
of Taxation was introduced in 1993 and provides the infrastructure for the tax regime and other tax laws followed.

There are four principal tax laws affecting companies in the mining sector:

1. The General Law of Taxation: This law contains general provisions relating to tax but does not impose taxation.
It also includes provisions regarding the administration of taxation, including the rights and duties of both
taxpayers and administrators, and tax audit protocols.

2. The Mineral Law of Mongolia: It contains provisions specific to the prospecting, exploration and mining of
minerals and also imposes royalties on mining license holders.

3. The CIT Law: The provisions within this law apply to all companies; there is no separate corporate tax law for
mining companies.
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4. The VAT Law of Mongolia: It is an indirect tax regime relevant to all companies, with no separate section for
miners.

The Mongolian Tax Authority (MTA) is responsible for administering and collecting taxes and is composed of the
General Department of Taxation (which is in charge of taxation); tax agencies; and offices of the capital city,
provinces, districts and district tax inspectors.

Stability agreements

As mentioned earlier, the new Investment Law has been introduced, which covers a stability agreement. Please
refer to Investment law section earlier, page 14 in the document for more details.

Royalties

The primary tax that applies to mining companies is the royalty imposed on offtake under the Mineral Law of
Mongolia. A mining license holder must pay a royalty that is calculated on the basis of total sales value of the
minerals extracted. The sales value is determined differently depending on the product, as mentioned below.

► Exported products: The sales value is the average monthly price of the product or a similar product, based on
regularly published international market prices or on recognized principles of international trade.

► Products sold or used on the domestic market: The sales value is the domestic market price for that product or
a similar product.

► Products sold in international or domestic markets where it is impossible to determine market prices: The sales
value is based on the revenue derived from the sale of the product as declared by the license holder.

The standard royalty rate is 2.5% for coal sold in Mongolia and for other common mineral resources sold in
Mongolia. A 5% royalty is levied on all other minerals that are sold, shipped for sale or used. Mineral royalties are
deductible for tax purposes.

In 2010, the Parliament of Mongolia introduced an amendment to the Mineral Law and a new surtax royalty regime
effective from 1 January 2011. Under the new two-tier system, a surtax royalty is imposed on the total sales value
of 23 types of minerals in addition to the standard flat-rate royalty. The surtax royalty rates vary depending on the
type of mineral, its market price and the degree of processing, generally from 0% to 5% of market prices. Copper is
an exception and attracts the highest rate of surtax royalty of up to 30% for unprocessed ore.

The rates for processed minerals tend to be lower than unprocessed minerals, ostensibly to encourage further local
investment. No surtax royalty is charged on any minerals below a certain threshold market price, which varies
depending on the type of minerals.

Royalties are generally applied to a benchmark tax base, which references spot prices. However, there is often
discussion and negotiation with the MTA as to what is the appropriate base to use for royalties.

According to the Mineral Law amendment of January 2014, royalty for gold is 2.5% if it is sold to the Central Bank
or authorized banks.

We have attached a comprehensive table in Appendix A, which sets out the rate structure for covered commodities.

Corporate income tax
Mongolia operates a system of worldwide taxation both on corporations and individuals. The Law on General
Taxation contains general provisions relating to tax (including tax administration and the rights of taxpayers and
the tax authorities). However, it is the CIT Law that legislates which income and expenses are taxable or deductible.
Although there is no official English translation of the CIT Law, from our discussions with the MTA, we have gained
a strong understanding of how the MTA interprets the law and then applies it in practice.

Taxpayers

Permanent residents of Mongolia are taxed on their worldwide income. A company is regarded as a permanent
resident of Mongolia if it is incorporated in Mongolia or if a foreign entity has its head office in Mongolia.
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Non-residents of Mongolia are taxed on Mongolia-sourced income only. Non-residents are defined as foreign
corporate entities that conduct business in Mongolia via a representative office and foreign entities operating there
that do not qualify as permanent residents.

Taxable income

Taxable income is determined by excluding deductible expenses from operational income. Operational income is the
income earned in the ordinary course of a business and includes income from the sale of extracted minerals, shares
and securities and the sale of movable property.

Corporate income tax rate

The corporate tax system is progressive, with annual taxable income of up to MNT3 billion subject to tax at a rate of
10%, and taxable profits in excess of this amount taxed at a rate of 25%. There is no separate tax regime for mining
entities.

Other tax rates

► Dividends: 10%
► Royalties: 10%
► Interest income: 10%
► Immovable property: 2%
► Income from the sale of rights: 30%

Deductible expenses

Deductible expenses are explicitly listed in the tax legislation and include depreciation and amortization on
noncurrent assets, interest payments on shareholder loans or any realized losses on foreign exchange rates. Any
items not detailed as deductible in the tax legislation must be added back when computing taxable income. Mining
operating expenses, including operational maintenance and repairs, and payment for work and services performed
by others, are tax deductible in the year incurred.

If taxpayers use their own funds to establish a border crossing and related infrastructure and to repair and maintain
it, an amount equivalent to these funds can be deducted from the investor’s taxable income.

Tax losses

Generally, tax losses can be carried forward for two years, and the use of such losses is limited to 50% of taxable
income in any year. However, for companies in the mining and infrastructure sectors, tax losses can be carried
forward four to eight years, depending on the investment amount. There is no percentage restriction on the use of
these losses.

Depreciation for tax purposes

Depreciation and amortization for tax purposes is calculated on a straight-line basis using the below rates.

Noncurrent asset Period of use (in years)
Building and construction 40
Machinery and equipment 10
Computers, computer equipment and software 3
Intangible asset with indefinite useful life 10
Intangible asset with definite useful life (includes license
for mineral exploration and mining)

Valid period: for mineral and mining licenses,
depreciation rates are determined by service
payments done to acquire/transfer the license, license
fee and sales value of the license

Other noncurrent asset 10

The depreciable value includes the excess of maintenance expenses over allowable limits. Leased assets shall be
recorded in the financial statements of either a lessor or lessee upon mutual agreement of the contractual parties.
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Machinery and equipment typically includes equipment fixed or attached to a building, machinery and equipment
fixed or attached to a construction, and machinery and equipment fixed or attached to the underground
infrastructure. Other noncurrent assets typically include capitalized pre-stripping and overburden removal,
underground shafts and roadways, draw points, ventilation shafts, and other underground infrastructure.

Land and inventory reserves are non-depreciable assets. Unused assets are deemed to have been sold.

Tax compliance

The tax year in Mongolia is the calendar year. The MTA delivers monthly and quarterly tax schedules to the
taxpayer who must, in accordance with these schedules, pay tax before the 25th of each month. Taxpayers must
also file quarterly returns within 20 days after the end of each quarter. An annual return is due on 10 February
following the end of the tax year, and the taxpayer must settle all outstanding liabilities by this date.

Withholding tax (WHT)

Non-residents of Mongolia are subject to a 20% withholding tax on Mongolia-sourced income. This includes
dividends, interest, royalties, services fees paid offshore and income from goods sold in the territory of Mongolia.
The “goods sold” category is a common source of confusion; some mines, for example, insist on deducting a 20%
WHT from payments for the acquisition of heavy equipment from offshore vendors. Planning opportunities are
available to reduce or mitigate these taxes, which should be discussed with your professional advisor.

Effective from 1 January 2015, non-residents who have bought bonds issued by Mongolian commercial banks at
international and local stock exchange are subject to a 10% WHT on earned interest.

Any WHT due must be paid over to the state within seven working days. All WHT statements must be submitted
within 20 days after the end of the quarter, and an annual statement must be filed by 10 February following the
end of the tax year.

Mongolian entities are required to withhold tax on domestic dividends and royalties to residents in Mongolia. The in-
country WHT rate is 10%.

Double tax treaties

Double tax treaties can offer reduced WHT rates on most forms of passive income and can also operate to eliminate
WHT from trading profits or purchases of goods. To date, Mongolia has signed 26 double tax treaties, of which 24
are in force.

The application of a double tax treaty is usually a self-assessment process. That is, there is no advance clearance
required. However, taxpayers need to demonstrate that the recipient is a tax resident of the foreign country, which
usually involves obtaining a certificate of residence from the foreign state.

A table of WHT rates for all of Mongolia’s double tax treaties can be found in Appendix B.

Permanent establishment

Mongolia’s tax law recognizes the concept of permanent establishment (PE). However, it is the source of income
that is key in determining whether a foreign entity is taxable, not the PE.

Dividends

Dividends paid between permanent residents of Mongolia are taxed at a rate of 10%. Dividend income received by a
non-resident from a permanent resident is subject to a 20% WHT. This rate may be reduced under an applicable
double tax treaty.

Foreign tax relief

The domestic law states that a foreign tax credit is available only if the foreign tax is paid in a country with which
Mongolia has a double tax treaty.

Capital gains
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Capital gains and losses are treated in the same manner as other taxable income and losses. Gains are subject to
the progressive Mongolian corporate tax rates of 10% and 25%. The exception to this rule is that gains derived from
the sale of immovable property are subject to tax at a rate of 2%. Gains derived by non-residents on the disposal of
Mongolian assets may be exempt from tax if the transaction is appropriately structured.

Thin capitalization

Thin capitalization rules restrict deductions for interest where the debt–to-equity ratio exceeds 3:1. Interest paid in
excess of this ratio is instead reclassified as a dividend that is taxable or subject to WHT. Only related party debt
sourced from certain “investors” are subject to this restriction.

Transfer pricing

There are various provisions within the CIT Law and the General Tax Law that require related party transactions to
follow the arm’s-length principles. There is some weakness in the definition of “related party,” which makes these
provisions in general not as strong as those in more developed markets. Although the law does not specify a
preferred approach, the MTA usually accepts the OECD methodology.

Indirect taxes
Value-added tax (VAT)

A VAT of 10% is imputed on the supply of taxable goods and services in Mongolia and on imports into Mongolia. In
general, the taxable amount is the fair market value of the goods sold, work performed or services provided.

Transactions in a foreign currency are translated into the Mongolian currency of togrogs at the rate applicable on
the tax date of the transaction.

Registration requirements

All taxpayers registered for VAT purposes are required to impute VAT on any taxable supplies and comply with the
reporting requirements.

Taxpayers must register for VAT when taxable turnover exceeds MNT10 million.

Taxpayers can voluntarily register for VAT when taxable turnover reaches MNT8 million.

Taxpayers can voluntarily register for VAT if they have invested more than US$2 million in Mongolia.

Failure to register for VAT after having met the registration threshold will result in a penalty composed of the
following:

► The VAT amount that is payable
► Interest of 0.3% on the taxable amount due
► A fine will be imposed and should not exceed 50% of the VAT payable

Scope of VAT

VAT shall be imposed on the following goods, work and services:

► Goods sold in Mongolia
► Work performed in Mongolia
► Goods exported out of Mongolia for use or consumption outside Mongolia
► Goods imported into Mongolia for sale, use or consumption

The provision of services includes:

► Electricity, heat, gas, water, sewers, postal services, communication and other utilities
► Leasing of goods for possession or use in other forms
► Renting of immovable and movable property other than buildings and houses or allowing to possess or use them

in other forms
► Sale, transfer or leasing of patents, copyrights, trademarks, software, know-how and other information on

assets
► Work performed and services provided for the repayment of debts owed to other entities
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► Work performed and services provided by any entity that does not reside in the territory of Mongolia, based on
orders placed by citizens or legal entities of this country

The relevant sale of goods in the mining sector that will be subject to VAT includes:

► The provision of right to conduct business activity
► Assets retained by the taxpayer upon the termination of trade
► Goods used to settle debt balances
► Sale of goods by a non-resident to a resident

The following work, goods and services (applicable to the mining sector) are zero-rated:

► Sale of exported goods
► International passenger and cargo transportation
► Services provided outside Mongolia
► Services provided (including tax free services) to a foreign citizen or legal entity that was not in the territory of

Mongolia when the services were provided

The following goods shall be exempt from VAT:

► Full or partial sale of property used as residence
► Equipment, materials, raw materials, spare parts, gasoline and diesel fuel imported for activities of a product-

sharing contract concluded with the Government of Mongolia in the oil sector
► Gas fuel, gas fuel containers, machinery, equipment, special purpose machinery, mechanism, tools and gears
► Mongolian currency printed in a foreign country

Some services are exempt from VAT as set out in the law.

VAT calculation and offset

Net VAT payable by a taxpayer is determined by subtracting the input VAT (VAT paid by a taxpayer to its suppliers)
from the output VAT (VAT charged by the taxpayer) in a given reporting period. The excess of any input VAT over
output VAT can be carried forward for offset against future VAT or other tax liabilities. VAT refunds and credits are
available only once the taxpayer has registered for VAT. Pre-registration VAT is not creditable.

Reverse-charge VAT

Where the sale of goods or provision of services are rendered by a non-resident of Mongolia who is not registered
for VAT in Mongolia, the Mongolian purchaser of these goods and services is required to self-assess and pay VAT to
the state via a reverse-charge mechanism.

The obligation to pay the VAT will be on the Mongolian purchaser of the services, in which the Mongolian entity will
withhold VAT when making payment for the services received. The Mongolian entity pays the withheld VAT over to
the state.

VAT compliance

VAT is accounted for monthly and VAT payments must be made by the 10th day of the following month. Where
total tax paid exceeds the tax liability, the excess can be credited against other taxes due, credited against future
tax payments or refunded. Since refunds take six months to one year, credits are usually preferred.

An entity becomes a VAT taxpayer in Mongolia on the first day of the month following the one in which taxable
turnover reaches or exceeds MNT10 million. The entity must submit their application for registration within three
working days of this date.

Excise duty

Excise tax is levied monthly on goods manufactured in or imported into Mongolia. These goods include tobacco,
alcohol, gasoline, diesel fuel, passenger vehicles, physical units of special-purpose technical devices and equipment
used for betting games and gambling, and the activities of individuals and legal entities that conduct such activities.

Customs duty
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A flat customs tariff of 5% applies in respect of goods imported into Mongolia, with the exception of computer
technology devices, medical devices and livestock, which are zero-rated. Heavy machinery and equipment
purchased and imported by entities investing in priority sectors with foreign-sourced funds are exempt.

Export duties apply to certain exported goods, such as waste iron, aluminium, copper and brass.

Personal income tax
For local Mongolian companies employing local employees, the personal income tax (PIT) implications for those
local employees are fairly straightforward: 10% tax on gross income, small personal allowance [deduction].

However, when foreign companies send employees to Mongolia for work, the personal tax implications become
more complex. The foreign employees may have Mongolian tax obligations from the day they arrive.

Planning techniques are available that can help foreign individuals effectively manage their Mongolian tax risks,
which need to be determined on a case-by-case basis.

Employees are required to lodge PIT returns annually, on 15 February following the year-end.

Social security taxes

Mongolian citizens and foreign citizens employed on a contract basis by economic entities undertaking activities in
Mongolia are subject to compulsory health and social insurance taxes. Both the employer and the employee are
subject to tax at the below rates.

Type of insurance Employer tax Employee tax
Pension insurance 7% 7%
Benefit insurance 0.5% 0.5%

Health insurance 2% 2%
Industrial accident and occupational
disease insurance

1%–3% NA

Unemployment insurance 0.5% 0.5%

Local employees also have to pay a social security contribution capped at MNT192,000 per month (approximately
US$110).

Evolving tax landscape
As the economy develops, the state will introduce a more robust and sophisticated tax system. The Government
has already solicited assistance of the World Bank and the International Monetary Fund on matters of tax reform
and audit procedures. Tax law amendments occur regularly; for example, the 2012 change to the “source” rule
brought most payments to foreign service providers into the ambit of Mongolia’s 20% WHT regime. We anticipate
changes to related party transfer pricing and thin capitalization rules in the not-too-distant future, in addition to the
announced provisions to terminate and/or renegotiate certain double tax agreements. Taxpayers need to be
mindful of the fluid tax landscape and should monitor such changes closely.
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Appendix A: Royalty surtax rate table
Type of mineral Unit of

measure
Future market price
(US$)

Surtax royalty rates (%)

Ore Concentrate Product
Copper Tonne 0–5,000

5,000–6,000
6,000–7,000
7,000–8,000
8,000–9,000
9,000 and above

0
22
24
26
28
30

0
11
12
13
14
15

0
1
2
3
4
5

Gold Ounce 0–900
900–1,000
1,000–1,100
1,100–1,200
1,200–1,300
1,300 and above

- - 0
1
2
3
4
5

Zinc Tonne 0–1,500
1,500–2,000
2,000–2,500
2,500–3,000
3,000–3,500
3,500 and above

0
1
2
3
4
5

0
0.8
1.6
2.4
3.2
4

0
0.4
0.8
1.2
1.6
2

Molybdenum Tonne 0–35,000
35,000–40,000
40,000–45,000
45,000–50,000
50,000–55,000
55,000 and above

0
1
2
3
4
5

0
0.8
1.6
2.4
3.2
4

0
0.5
1
1.5
2
2.5

Iron Tonne 0–60
60–70
70–80
80–90
90–100
100 and above

0
1
2
3
4
5

0
0.7
1.4
2.1
2.8
3.5

0
0.4
0.8
1.2
1.6
2

Tungsten Tonne 0–25,000
25,000–30,000
30,000–35,000
35,000–40,000
40,000–45,000
45,000 and above

0
1
2
3
4
5

0
0.8
1.6
2.4
3.2
4

0

Fluorite Tonne 0–80
80–90
90–100
100–110
110–120
120 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-

Fluorite flotation
concentrate

Tonne 0–200
200–230
230–260
260–290
290–320
320 and above

- 0
0.7
1.4
2.1
2.8
3.5

-

Tin Tonne 0–17,000
17,000–18,000
18,000–19,000
19,000–20,000
20,000–21,000
21,000 and above

0
1
2
3
4
5

0
0.8
1.6
2.4
3.2
4

0
0.5
1
1.5
2
2.5
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Type of mineral Unit of
measure

Future market price
(US$)

Surtax royalty rates (%)

Ore Concentrate Product
Lead Tonne 0–1,500

1,500–1,800
1,800–2,100
2,100–2,400
2,400–2,700
2,700 and above

0
1
2
3
4
5

0
0.8
1.6
2.4
3.2
4

0
0.4
0.8
1.2
1.6
2

Non-processed coal Tonne 0–25
25–50
50–75
75–100
100–125
125 and above

0
1
2
3
4
5

- -

Processed coal (dry
and wet processing)

Tonne 0–100
100–130
130–160
160–190
190–210
210 and above

- 0
1
1.5
2
2.5
3

-

End products
(semicoke, coke, gas,
liquid fuel, coal
chemical products)

Tonne 0–160
160–190
190–210
210–240
240–270
270 and above

- - 0
0.5
1
1.5
2
2.5

Silver Ounce 0–25
25–30
30–35
35–40
40–45
45 and above

- - 0
1
2
3
4
5

Magnesia Tonne 0–100
100–120
120–140
140–160
160–180
180 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-

Aluminum Tonne 0–2,300
2,300–2,600
2,600–2,900
2,900–3,200
3,200–3,500
3,500 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

0
0.5
1
1.5
2
2.5

Rare earth elements Kg 0–10
10–20
20–30
30–40
40–50
50 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-

Phosphate Tonne 0–70
70–90
90–110
110–130
130–150
150 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

0
0.5
1
1.5
2
2.5

Celite Tonne 0–200
200–250
250–300
300–350
350–400
400 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-
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Type of mineral Unit of
measure

Future market price
(US$)

Surtax royalty rates (%)

Ore Concentrate Product
Quartz vein Tonne 0–30

30–40
40–50
50–60
60–70
70 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-

Rock salt Kg 0–40
40–50
50–60
60–70
70–80
80 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-

Potash Tonne 0–140
140–150
150–160
160–170
170–180
180 and above

0
1
2
3
4
5

0
0.9
1.8
2.7
3.6
4.5

-

Gypsum Tonne 0–9
9–11
11–13
13–15
15–17
17 and above

0
1
2
3
4
5

- -

Source: Article 47 of the Mineral Law of Mongolia
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Appendix B: Tax treaties and rates

Double tax treaty countries

Country Dividends (%) Interest (%) Royalties (%)

Austria
Belgium
Bulgaria
Canada
China
Czech Republic
France
Germany
Hungary
India
Indonesia
Kazakhstan
Korea (South)
Kyrgyzstan
Malaysia
Poland
Russian Federation
Singapore
Switzerland
Turkey
Ukraine
United Kingdom
Vietnam
Non-treaty countries

5/10*
5/15*
10
5/15*
5
10
5/15*
5/10*
5/15*
15
10
10
5
10
10
10
10
0/5/10*
5/15*
10
10
5/15*
10
20

10
10
10
0/10*
10
0/10*
0/10*
0/10*
0/10*
0/15*
0/10*
10
5
10
10
0/10*
10
5/10*
10
10
0/10*
7/10*
10
20

5/10*
5
10
5/10*
10
10
0/5*
10
5
15
10
10
10
10
10
5
20 (u)
5
5
10
10
5
10
20

*Please refer to the treaty for more information on the applicable rate.   Source: IBFD.

EY in Mongolia
EY has been operating in Ulaanbaatar, Mongolia, since 1999. Being the first Big Four Accounting organization to
operate in Mongolia, EY has gained extensive experience in successfully assisting clients in managing their cross-
border investments.

Initially, EY served as an advisor to the Bank of Mongolia and was at the forefront to help introduce international
standards of financial reporting and accounting in preparation for local entities to face liberalization and
globalization. Led by Peter Markey, the Country Managing Partner, we have pioneered training on International
Financial Reporting Standards and have worked with many Mongolian companies on their transition thereto. EY
incorporated Ernst & Young Mongolia Audit LLC (EY Mongolia) in 2001. EY Mongolia has advised on tax matters
throughout this time, and has also accelerated the development and growth of its Tax practice from 2011. In
accordance with the new Law on Tax Advisory Service passed on 27 December 2012, we have separated our Tax
department as Ernst & Young TMZ LLC. The new department is licensed by the Mongolian Ministry of Finance to
provide tax advisory services.

Our Tax practice is led by David Allgaier, and our Tax team shares more than 40 years of international tax
experience, serving clients from all sectors of the Mongolian economy, such as mining, construction and
engineering, drilling, banking, asset management, consulting and beverages, to name a few. Our fast-growing
practice is geared toward gaining a mature understanding of our clients’ core business, their needs and primary
value drivers. We are committed to providing exceptional client service and leading-practice solutions, and not just
technical support. We have invested heavily in building close relationships with officials at the Mongolian Tax Office,
which is vital in an emerging economy.
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For more information on any of the issues discussed within this booklet, please contact:

Peter Markey
Managing Partner, Mongolia
Tel: +86 21 2228 2616
peter.markey@cn.ey.com
peter.markey@mn.ey.com

David Allgaier
Executive Director, International Tax Services
Head of Tax Mongolia
Tel: +852 2629 3308
david.allgaier@hk.ey.com

Khishignemekh Regzedmaa
Senior Manager, Tax Mongolia
Tel: +976 11 314 032
khishignemekh.regzedmaa@mn.ey.com

Tengis Orsoo
Director, Tax Mongolia
Tel: +976 11 314 032
tengis.orsoo@mn.ey.com

Office location

Ulaanbaatar
EY
Suite 200
8 Zovkhis Building
Seoul Street 21
Ulaanbaatar
Mongolia

Tel: +976  11  314 032
Fax: +976  11  312 042

Uyanga Mandal
Manager, Tax Mongolia
Tel: +976 11 314 032
uyanga.mandal@my.ey.com
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About EY

EY is a global leader in assurance, tax, transaction
and advisory services. The insights and quality
services we deliver help build trust and confidence
in the capital markets and in economies the world
over. We develop outstanding leaders who team to
deliver on our promises to all of our stakeholders.
In so doing, we play a critical role in building a
better working world for our people, for our clients
and for our communities.

EY refers to the global organization, and may
refer to one or more, of the member firms of
Ernst & Young Global Limited, each of which is
a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee,
does not provide services to clients. For more
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ey.com.
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This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax, or
other professional advice. Please refer to your advisors for
specific advice.

ey.com/miningmetals

How EY’s Global Mining & Metals Network can help your business

With a volatile outlook for mining and metals, the global mining and metals
sector is focused on margin and productivity improvements, while poised
for value-based growth opportunities as they arise. The sector also faces
the increased challenges of maintaining its social license to operate,
balancing its talent requirements, effectively managing its capital projects
and engaging with government around revenue expectations.

EY’s Global Mining & Metals Network is where people and ideas come
together to help mining and metals companies meet the issues of today
and anticipate those of tomorrow by developing solutions to meet these
challenges. It brings together a worldwide team of professionals to help
you succeed — a team with deep technical experience in providing
assurance, tax, transactions and advisory services to the mining and
metals sector. Ultimately it enables us to help you meet your goals and
compete more effectively.

Area contacts
Global Mining & Metals Leader
Mike Elliott
Tel: +61 2 9248 4588
michael.elliott@au.ey.com

Oceania
Scott Grimley
Tel: +61 3 9655 2509
scott.grimley@au.ey.com

China and Mongolia
Peter Markey
Tel: +86 21 2228 2616
peter.markey@cn.ey.com

Japan
Andrew Cowell
Tel: +81 3 3503 3435
cowell-ndrw@shinnihon.or.jp

Africa
Wickus Botha
Tel: +27 11 772 3386
wickus.botha@za.ey.com

Commonwealth of
Independent States
Evgeni Khrustalev
Tel: +7 495 648 9624
evgeni.khrustalev@ru.ey.com

France, Luxemburg, Maghreb, MENA
Christian Mion
Tel: +33 1 46 93 65 47
christian.mion@fr.ey.com

India
Anjani Agrawal
Tel: +91 22 6192 0150
anjani.agrawal@in.ey.com

United Kingdom & Ireland
Lee Downham
Tel: +44 20 7951 2178
ldownham@uk.ey.com

United States
Andy Miller
Tel: +1 314 290 1205
andy.miller@ey.com

Canada
Bruce Sprague
Tel: +1 604 891 8415
bruce.f.sprague@ca.ey.com

Brazil
Carlos Assis
Tel: +55 21 3263 7212
carlos.assis@br.ey.com

Chile
Lachlan Haynes
Tel: + 562 2676 1886
lachlan.haynes@cl.ey.com

Service line contacts
Global Advisory Leader
Paul Mitchell
Tel: +61 2 9248 5110
paul.mitchell@au.ey.com

Global Assurance Leader
Alexei Ivanov
Tel: +7 495 228 3661
Alexei.ivanov@ru.ey.com

Global IFRS Leader
Tracey Waring
Tel: +61 3 9288 8638
tracey.waring@au.ey.com

Global Tax Leader
Andy Miller
Tel: +1 314 290 1205
andy.miller@ey.com

Global Transactions Leader
Lee Downham
Tel: +44 20 7951 2178
ldownham@uk.ey.com


