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Diplomacy

Prime Minister Norovyn
Altankhuyag paid an official
visit to Russia to attend an
international economic forum
held in St. Petersburg on May
23 to 25. Altankhuyag met
Russian President Vladimir
Putin during the forum, where
they exchanged opinions

on how to accelerate the
political, economic and trade
cooperation between their
two countries.

The prime minister also
discussed cooperation
opportunities with V. I.
Yakunin, president of

the state-owned Russian
Railways, S. V. Chemezov,
chief executive of Rostec
Corporation, and S. V.
Kiriyenko, head of Russia’s
state-owned nuclear company
Rosatom. Parties agreed that
it is important to accelerate
economic cooperation
between Mongolia

and Russia.

Law

Mongolia must help
coordinate, ease, support
and develop trade, as well
as regulate relations related
to foreign and national trade,
according to the World
Trade Organisation. The
government is prepared to
submit legislation on this
issue to the State Great
Khural. Mongolia has traded
with 135 countries, although
integrated state policy
regarding trade and legal
coordination is still unclear.

The government has also

prepared legislations for
economic transparency

and economic amnesty to
help cut away at the so-
called black economy that
operates from outside the tax
regime. In addition to tax and
social insurance fees, the
submitted legislation would
also regulate issues including
real estate, company
registration, accounting, and
financial statements.

Road

Ulaanbaatar plans to repair
12 intersections this year
compared to last year’s 18.
Repairs are scheduled for
Enebish Avenue and Flower
Centre. Officials hope that
reconstruction will reduce
traffic congestion to a
certain extent.

A feasibility study and
environmental impact analysis
have been carried out as part
of the project dealing with the
construction of a new highway
along the Tuul and Selbe
rivers. Roadwork is expected
to begin on June 16 after
contracts with construction
companies are made.

Agriculture

MNT 27 billion from the
proceeds of the Chinggis
bond will be used to fund
construction of winter
greenhouses. Banks

have approved 16 out of
80 companies that sent
proposals for greenhouses.
Government aims to
increase domestic production
of vegetables such as
cucumber, tomato, pepper

6 ECONOMY

and kale.

Mongolia’s annual
consumption of such
vegetables is around
40,000 tonnes compared
with just 4,600 tonnes
produced locally.

Crop Production

Mongolia this year plans to
grow crops in an area totalling
373,500 hectares. That
includes 304,500 hectares

of wheat, 15,500 hectares

of potatoes, 8,300 hectares
of various other vegetables,
10,300 hectares of fodder,
and 24,100 hectares of

oil seed.

The Crop Production Support
Fund of Mongolia has set
the price of wheat to MNT
830 and the price of grain to
MNT 680. It has also issued
loans to crop producers

who provide a 20 percent
down payment to help boost
agricultural production.

Land Ownership

The Ulaanbaatar City

Council on May 30 passed

a resolution to identify more
locations for land privatisation
for Ulaanbaatar citizens.
Urban growth plans limit land
ownership to 160,000 citizens,
setting aside land for schools,
kindergartens, hospitals, roads
and green areas. Applicants
will have to submit requests
online. Ulaanbaatar’'s Property
Relations Department has
submitted to the Ulaanbaatar
City Council plans for online
regulation of land ownership,
and is expected to pass

this month.

Mongolian Economy

www.mongolianeconomy.mn
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WORLD

United States

US car makers reported
strong sales figures for May
due to five sunny weekends in
parts of the nation, according
to BBC. Chrysler said sales
were up 17 percent, driven

by its Jeep brand which saw
sales jump 58 percent after

it introduced new models.
General Motors reported a
12.6 percent rise in sales
compared to the same period
last year. Ford posted a
better-than-expected 3 percent
increase in sales assisted

by an increasing demand for
sports utility vehicles (SUVs)
as well as its Fusion sedan.

Europe

Inflation in the euro zone fell
from 0.7 percent in April to
0.5 percent in May, reported
the Financial Times, despite
expectations of a 0.6 percent
decrease. The figure missed
forecasts of a 0.7 percent
decrease, which increased
pressure on the European
Central Bank to ease its
monetary policy during its
crucial monetary policy vote
on Thursday. The reduction in
inflation was partly due to lower
food prices.

China

China’s service sector grew at
its fastest pace in six months
in May, reported BBC, helping
allay fears of a sharp slowdown
in its economy. The non-
manufacturing Purchasing
Managers’ Index (PMI) rose to
55.5 percent in May from 54.8
percent in April. It comes just
days after China reported that
the manufacturing sector grew.

China’s service sector, which
includes construction and
aviation, accounts for nearly 43
percent of its overall economy.
The PMl is a key indicator of
the health of the sector and

a reading above 50 percent
indicates expansion.

Japan

Consumer prices in Japan
rose at their fastest pace in

23 years in April, rising 3.2
percent from a year earlier,
following an increase in sales
taxes, according to BBC. The
government raised its sales
tax rate from 5 to 8 percent on
April 1. Japan has been battling
deflation, or falling prices, for

a major portion of the past

two decades. Policymakers
have stated that ending this
downward cycle is important to
revive the country’s economy.

Look Mr Prime
Minister, we have got
only 100 days left!

Zex Carton by A. Amarsaikhan

Russia’

Russia’s GDP growth in 2015
may accelerate to a level of
more than 2 percent, after a
0.5 percent growth in 2014,
BBC reported the Minister
of Economic Development

Aleksey Ulyukaye as saying.

Next year, GDP growth is
expected to be more than
2 percent. From 2015 to
2017, it is expected to be
at 2.5 percent, according
to Interfax quoting him in
Baku, Azerbaijan.

Russia’s gas contract with
China, signed in late May
2014, may add 0.3 to 0.4
percent to GDP growth

in 2015, Ulyukayev said,
as cited by Itar-Tass. He
expects the deal to attract
USD 55 billion worth

of investment.

Australia

Australia’s economy grew
more than forecasted in the
first three months of the year,
boosted by a rise in exports
and domestic consumption,
reported BBC. There was a
growth of 1.1 percent in the
January-to-March period,
from the previous quarter.
Most analysts had forecasted
a growth of 0.9 percent. The
annual growth rate was 3.5
percent — the highest in nearly
two years. However, some
analysts said the figures
indicated that Australia’s
economy was still too heavily
reliant on the mining sector
— which has been a concern.
According to the figures by
the Australian Bureau of
Statistics, mining accounted
for around 80 percent of
growth in the quarter. m

That's okay, Economic
Development Minister! We have
got plenty of time.

www.mongolianeconomy.mn
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IS MONGOLIA BACK
ON TRACK?
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FDI in the first two months of 2014, compared to
previous years, (2013 Jan-Feb) decreased by 31.7%,
however in comparison to last two months of 2013, FDI

increased by 3.1%.

Mongolian Economy

BY B. ENKHTSETSEG

iven the current economic reality, Mongolia does not

look too good to international investors. But hopes
are high that the vulnerabilities of the economy are now
being addressed.

A new Investment Law was ratified last November largely
because of falling foreign investment figures. Foreign
investment in the first four months of this year was USD
350 million for a 64 percent decrease year-on-year, ac-
cording to the Bank of Mongolia last week. Following the
passage of the Investment Law, a 3.1 percent increase
was recorded for the last two months of 2013. That uptick
was short lived, however, as foreign investment during
the first two months of 2014 fell 31.7 percent compared
with the same period the year before.

The 2013 Investment Law is good news for investors for
a number of reasons, including the removal of investment
restrictions for private companies, eased investment re-
strictions for state-owned enterprises, and stability in the
tax scheme for investors entering ventures for especially
large projects.

That may be why Mongolia registered 82 new foreign
companies in the first quarter of this year. Two of those
companies received approval from the Investment
Assessment Council to qualify for a Tax Stabilization
Certificate.

“We are seeing increased interest in Mongolia from po-
tential new investors, and there is no longer an additional
approval hurdle for investments in current projects in
strategic sectors,” said, Chris Melville, a partner at the
Hogan Lovells law office in Ulaanbaatar. “Most interest is
being generated by the proposed lifting of the moratorium
on new exploration licences in the mining sector.”

Melville added that the main issues remaining included
the detailed implementation of the law, with regulations
lagging behind the passage of the law itself. However, for
foreign small- and medium-sized investors one challenge
is the capital burden. The initial capital necessary to
register a company has been raised from an aggregated
USD 100,000 to USD 100,000 per foreign partner. »

www.mongolianeconomy.mn
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2014 first three months
FDI in US$ . FDI USD 350 million, 64%
decrease
. Foreign Indirect investment
USD342 million increase
New FDI companies 82

Estimated number of proj-
ects receive Tax Stabiliza-
tion Certificate

2 companies pre-approved by the
investment assessment council to
bear TSC in first half of 2014 (as
such service recently launched) ,
and expects more application

Dembereliin Irmuun, director of the division for the
promotion and consulting services at the Invest Mongolia
Agency, said that the advantage of the new law is that it
matches with international standards. Yet some criticise
that the Investment Law is too general compared with
previous regulations.

Irmuun also admitted that he does not see the law as
beneficial enough for small- and medium-sized busi-
nesses so they too can attract investment. But despite
this shortfall, SMEs are eligible for a variety financing
opportunities. For instance, Ulaanbaatar allotted MNT
15.2 billion in the city budget to support small business-
es. SMEs are also being offered more tax exemptions
than larger companies.

Large companies are being denied tax incentives, how-
ever. Ventures being led by large businesses have the

option to either make partial tax payments or pay taxes
owed in full after two years have passed.

Ease of Doing Business

Mongolia ranked 76th out of 189 economies in the World
Bank’s 2014 Doing Business report — four places up from
the previous year. Mongolia’s 24.6 percent tax on profits
is 10 to 15 times lower than the dominant economies of
the world, and construction permits cost only 7.6 percent
of income, which is 344 percent of costs in China and
172 percent of those in Spain.

Importing products is slow and expensive in Mongolia
because it is landlocked. Having to import products can

Doing business in Mongolia

cost up to USD 2,950 for just one shipping container
and can take 50 days.

The 2014 Baseline Profitability ranked Mongolia at 10th
place out of 189 because although Mongolia may not
be such a big market, its friendly climate for business
can make it a more attractive place to invest. China, for
instance, is well known for the enormous growth of its
over USD 8 trillion economy, but the difficulties of doing
business there can cut into a foreign investors’ returns.

Investor Diversification

China and the United States have historically provided
the bulk of Mongolia’s foreign investment. Today, how-
ever, East Asian and European countries are paying
more attention to Mongolia. S. Javkhlanbaatar, the di-
rector of the Invest Mongolia Agency, said that the new
Investment Law said that he has noticed during recent
investment summits growing interest in agriculture and
the green economy from such investors — rather than
exclusively mining.

Europeans are trying to broaden their exposure to
Asian economies. Austrian investors have come to
Ulaanbaatar to look at the energy sector, while a recent
forum held for Spanish investors revealed interest in
collaborating with Mongolia in areas such as green
technology, energy infrastructure, water recycling, and
electricity. From the East, Taiwan has come to Mongo-
lia to measure interest Mongolia might have in cooperat-
ing with the Export Import Bank of Taiwan.

“This time, we’'ve come to learn more about Mongolia,”
said a business development manager from Spanish
energy company Isolux Corsan.

“Our main interest is to partner in terms of roads and
railroad projects. If we make everything clear in Mongo-
lia, we can plan to start business here.”

Ulaanbaatar is expected to host multiple investor forums
this summer for investors from places such as India

and Inner Mongolia. Interest is picking up in Mongolia’s
ventures outside of mining, too, and investor activity this
summer may signal renewed confidence in Mongolia.

Mongolia may have stumbled, but officials seem set
not to repeat those mistakes. m

Total Tax Labour Redun- Investor Construction Permits Contract Enforcement Trade (Import) Cormuption
Country Rate (% dancy (weeks Protection Cost (% of . Cost (% .
proft) ofelery’)  (wordrank)  TTCRE e Tmeldash ) Tmeldars)  Cost{Uss)  (woddrank)
Russia 50.7 8.7 115 297 89.0 270 134 21 2810 127
China 63.7 231 270 3447 406

United Kingdom

1050

www.mongolianeconomy.mn
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LURING BACK MR DOLLAR

BY E. ZORIGT

ncreasing the number of national man-

ufacturers and decreasing imports is
one of the main aims for Prime Minister
Norovyn Altankhuyag’s 100-day push
to revive the economy. There are two
imperative factors influencing these
outcomes: a large amount of money and
a stable legal setting.

The government plans to fund MNT 1
trillion to projects that intend to contribute
to Mongolia’s export economy as well

as provide alternatives to commonly im-
ported goods. The fund aims to position
the country as a producer rather than

as a consumer. The Development Bank
currently has 888 projects selected for
funding.

The remaining balance of the proceeds
from the 2012 Chinggis bonds now
stands at MNT 1.267 trillion, of which
MNT 394 billion will be used to fund
home-grown projects. The proceeds of
the JPY 24 billion (USD 234.2 million)
Samurai bond issued last year will also
be spent to encourage wealth creation.
Around 66 percent of these projects fall
under the scope of the Ministry of Indus-
try and Agriculture.

JUNE 2014 Mongolian Economy

“In recent years, farmers have focused
on increasing the production of dairy
products. They have not focused on
creating asset guarantees for getting
loan from banks,” said R. Tsogtbuyan,
president of Mongolian Union of Dairy
Farmers. “Thus, we often suffer from the
absence of asset guarantees. There is
the same concern among the projects to
be funded from the proceeds. So, farm-
ers and their products would not need to
fall under the requirements of banks.”

The implementation of the 888 projects
in domestic production is expected to
have a huge impact on economic growth.
But the leaders of start-ups are sceptical
about whether or not they can get fund-
ing. They also lack the upfront deposits
required by commercial banks, which
may make it difficult for these business to
get off the ground.

Attracting Foreign
Investment

Attracting foreign direct investment back
to Mongolia will help boost the slumping
economy. In order to do so, Mongolia’s
investment and business setting needs
to be set so that it can compete with

other developing markets while reducing
risk. Risk is important to investors look-
ing at new markets, so a stable, clear,
transparent and predictable business
environment is key. Government has
strategised to pull in investment again
with the 2013 Investment Law, the prime
minister’s 100 Day Action Plan and over-
turning last year’s cancellation of more
than 100 mining licenses, among other
actions taken.

“Mongolia has approved several laws in
order to support the business environ-
ment and attract foreign investors as a
part of its law reforms,” said Bayanjarg-
alyn Byambasaikhan, chief executive at
NovaTerra and a member of the prime
minister’s Policy Council that exists to
engage the private sector. “The govern-
ment started focusing on improving the
business environment and the initiative
to have smart government was intro-
duced. Such ideas are expected to show
results within this year.”

An Open Door for Business

Mongolia’s business community is
pleading with investors to return, but this
time it wants investors to look at sectors
other than mining. It is said that the level
of confidence of foreign investors, the
macro economy and the foreign curren-
cy balance are reflected in the foreign
exchange rate.

The tugrug’s exchange rate against the
US dollar has crept above MNT 1,800
compared to about MNT 1,630 last
December. The push for foreign invest-
ment comes as the country continues to
feel the effects of the weak tugrug and
disinterest from investors. The only way
to slow down the depreciation of the
tugrug against Mr Dollar is to manufac-
ture value-added products domestically.
Relying on mineral exports alone will not
secure the future of the economy. »

www.mongolianeconomy.mn
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» Those choosing to invest in Mongolia this
time around will likely experience a shift
in approach and attitude. Mongolia soon
expects to produce a range of imported
products, including construction materi-
als and factory equipment. This will allow
Mongolian companies to produce goods
such as smart phones and low-emission
busses for the first time.

Byambasaikhan sees Mongolia as a

small country with big resources but
whose geographical position puts it with
a market of three billion people from
Russia, China and India.

There are also a number of internation-
ally competitive products considered
attractive to foreign investors. This
includes wind power, cashmere, ethically
produced meats, leather goods, and new
rail lines to bring Russian and Chinese

tourists to Mongolia.

Mongolia is still in the early stages of

its development, so there are a number
of opportunities and sectors to explore.
Mongolia serves as a key platform for
markets in China and Russia. An oppor-
tunistic eye, coupled with ease of doing
business, may help investors realise the
potential of this growing economy for a
second time. m

GOVERNMENT

MEASURES FOR THE 100-
DAY ACTION PLAN

he State Great Khural last month passed a resolution for an

action plan to revitalise Mongolia’s economy. The govern-
ment has forecasted that the economy could accelerate within
100 days. Prime Minister Norovyn Altankhuyag announced that
the 100 Day Action Plan was launched on May 10 this year.

www.mongolianeconomy.mn

Over these 100 days, around 70 measures are planned. The
measures are divided into six categories listed below.

Some of the general public believes that the government can-
not make much progress in only 100 days, while others think
that it is manageable. »

Mongolian Economy JUNE 2014

Photo by B. Byamba-Ochir
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* 1. Contributions to businesspeople

JUNE 2014

Encourage Mongolians to buy domestic products,
reduce the consumption of unnecessary import-
ed products and create smarter consumption
choices;

Create a leasing service for the purchase of re-
quired equipment and machineries as a part of the
contribution to domestic manufacturing;

Stabilise and further accelerate the operation of
the Mongolian Stock Exchange;

Increase a swap deal between the local and Chi-
nese currencies by CNY 20 billion;

Amend the Procurement Law (bidding) to benefit
businesspeople and improve the quality of con-
struction;

Launch a framework to create a value-added tax
system that will incentivise purchases by citizens;

Formulate a programme for privatisation of large
state-owned enterprises and submit the pro-
gramme to the State Great Khural;

Cut through the red tape and advise businesspeo-
ple;

Create the conditions to privatise land;

Reduce the complexity of licence issuances for
companies;

Establish a National Credit Insurance Corporation;

Formulate draft legislation on the rights of privati-
sation and submit it to the State Great Khural;

Stabilise the operations of national manufactur-
ers and companies, reduce factors that increase
their operating costs, get them involved in loan
issuances and credit insurance, and support their
engagement in the stock market;

Reset the quota for the foreign workforce and
initiate the appropriate classifications;

Formulate a mid-term programme to create the
conditions for reducing interest on loans; make

a plan for the preparation of opening branches
and units of foreign banks in Mongolia; and issue
a limited number of banking licences beginning
2016;

Cast a light over the black economy by introduc-
ing greater transparency into the market and draft-
ing legislation for economic amnesty for submis-
sion to the State Great Khural.

Mongolian Economy

2. Increase the production from

Amend the Minerals Law to allow licence issu-
ance;

Launch the mining operation at the “Asgatyn Mun-
gunii Ord” silver deposit;

Address the issue related to some disputed
licences;

Take complete measures to increase coal export,
increase efficient activities in terms of providing
foreign and national investors’ engagement in
the Tavan Tolgoi mine, and improve Mongolia’s
competitiveness in international markets;

Contribute to gold mining;
Launch the operation of an oil refining plant;

Prepare for the launch of a coal gasification plant
in collaboration with China;

Establish a working group for the Prime Minister
aimed at accelerating the economy and bring the
group to regular operations;

Accelerate the underground mining operation of
Oyu Tolgoi and provide policy support from the
government for Oyu Tolgoi;

Establish the Minerals Policy Council;

Provide policy support for projects for refining con-
ventional and unconventional oil, coal liquefaction
and gasification, and energy export;

Remove obstacles within the uranium industry;

Deal with issues such as the railway-gauge stan-
dard to improve the competitiveness of exported
goods.

3. Accelerate construction, manufac-
turing and infrastructure development

Create incentives from customs and value-add-
ed taxes for imported industrial equipment and
machinery;

Assist in the completion of facilities for industry;

Build factories that will increase exports and
replace imports;

Increase the production of wool and cashmere;

Raise the total value of loan issued by Mongolia’s
SME Development Fund up to MNT 100 billion »

www.mongolianeconomy.mn



and increase its financial resources;

Accelerate the construction of a railway link
between the Tavan Tolgoi mine and the Gashuun
Sukhait port;

Finish construction of railway on the border within
2014;

Develop a pricing programme that reflects market
prices for fuel and energy, improve the investment
setting for this sector, and lead the transition to
new energy sources by utilizing public private
partnership (PPP); and submit the programme to
the parliament;

Negotiate with the neighbouring countries of
Russia and China on initiating mutually benefi-
cial cooperation for the construction of rails and
roads, oil refining, natural gas supply and energy
infrastructure;

Launch the construction of a road from Baruun
Urt to the Bichigt border points and improve the
infrastructure of Bichigt;

Launch the construction of a highway along the
Tuul River in 2014.

cial institute that is able to attract investment of
more than USD 100,000;

Improve tourism infrastructure: establish recre-
ational areas, business centres and tax-free trade
service;

Create investment funds: enforce the Investment
Law;

Provide tax exemptions on foreign investment to
banks;

Launch concession works: make the state more
responsible for the Concession Law and amend
the law over the protection of and privileges to
national companies;

Increase the promotion and revenue of the tour-
ism industry as a part of the ITB summit;

Attract investment from foreign investment funds;

Set up partial meetings for investment with large
international banks and financial institutes and
countries;

Increase the number of countries where Mon-
golians can visit without a visa and create the
conditions for eased visa processing for foreign

ECONOMY 13

4. Improve the infrastructure and eco-
nomic capacity of provinces and rural
areas;

investors.

6. Budget and monetary policy

*  Reduce the operating cost of the state budget by

*  Rebuild 16 county centres under the “New Soum” 20 percent and transition to savings;

programme;
. Provide transparency for the spending of the pro-

*  Build a dairy processing plants; ceeds of the international government bond;
»  Connect six provincial centres (Dornod, Khuvsgul,
South Gobi, Sukhbaatar, Gobi-Altai and Zavkhan)

with Ulaanbaatar via paved road;

. Develop a bill for the planning of the development
policy and that bill to the State Great Khural;

«  Expand the operational scope of the Development
Bank of Mongolia and improve its governance: in-
crease its independence and amend the relevant
law so that investment is more appropriate;

»  Change the current status of Gashuun Sukhait
and the Shivee Khuren customs depots to interna-
tional status;

*  Reduce the interest on mortgage loans for apart-
ment buildings in provincial centres to 7 percent
a year.

e Calculate the rate of the local currency to be used
in the state budget against foreign currencies
based on fixed methodology and sources;

*  Provide transparency for the budget and create a
condition in which taxpayers and non-governmen-

S. Increase forelgn investment tal organisations can monitor budget performance;

e Carry out an analysis on the Mid-term Programme
on Stabilising the Prices of Consumers Goods in
Mongolia and identify whether or not to continue
the programme in the future.

*  Attract investment for a free economic zone;
. Introduce a new debt management system;

*  Provide tax exemptions for a non-banking finan- Source: the Government of Mongolia ™

www.mongolianeconomy.mn
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The uncontrollable use of drugs, money, power
and his very own sales technique led fraudster
Jordan Belfort’s life to spiral out of control. Hav-
ing served 22 months in jail for securities fraud
between 2004 and 2006, the so-called “Wolf of
Wall Street” now uses this same sales technique
— dubbed Straight Line - to turn his life around.

Jordan made millions in the 1990s through his
investment company Stratton Oakmont, but

at the expense of his investors. The 51-year-
old admits the 2013 Oscar-nominated Martin
Scorcese film based on his memoir gives a fair
representation of his once life of excess. In an
opening quote in the film, Jordan’s character,
played by Leonardo DiCaprio, lets viewers in on
just how much money he was dealing with:

“The year | turned 26 | made USD 49 million,
which really pissed me off because it was three
shy of a million a week.”

Driving helicopters drunk, taping money on
women to smuggle through Switzerland and the
excessive drug use —it's all true. Now sober, he
likens himself to a benevolent wolf, much kinder
and gentler.

Jordan recently visited Mongolia on his world
tour, which was well attended by politicians and
business people (at USD 150 a ticket) to discuss
the art of persuasion and how Mongolia should
sell its story.
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SUCCESS WITHOUT
TRUTH AND INTEGRITY
ISN'T SUCCESS

Photo by E. Zorigt

What contributed to your successes
and failures?

At the heart of my success was a system
that I've been using for many, many
years. It started when | was eight years
old, believe it or not, by putting in differ-
ent puzzle pieces together for entrepre-
neurship. When | was 24 years old, | hit
on this idea and invented a system on
training salespeople. That came to be
known as the straight-line. It was incredi-
bly easy to learn, very powerful. It turned
average people into world-class closers.
That was behind the massive success of
my firm and ultimately, | lost my ethical
leg. Behind the disaster, | grew too fast.

| should have slowed down the growth.
Once | had the ability to train all these
people, | needed to slow down and wait
for my investment bank activities to catch
up to my sales activities.

On top of that, as the years went on, |
started using that same system straight-
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line in other aspects of business from
marketing, to entrepreneurship, to oper-
ations. It's really that idea that there are
certain elements that line up in success
that you need to essentially apply to ev-
ery business that you go into and every
job that you have. That’'s what’s been
behind my success.

The failure in my younger days is really
based on instant gratification. | went
too fast, and not slowing down and
understanding at the highest level what
business really is. It is about monetizing
value. Unless you can give value, you
can’t keep selling and selling because
you're a great salesperson. You have
to be selling something that's actually
helping people and making money.

Looking back, what was your greatest
regret?

My biggest regret was that when [ figured
out the system for training salespeople,
was to not slow down the growth of my

company long enough to allow invest-
ment banking to find better companies to
focus on compliance. | just grew so fast
that it spiraled out of control. That was
definitely the big mistake.

When conducting business, is there
a certain point that people can cross
and partake in unethical activities?

My belief is that there is always this line
of morality and ethics. Most people who
were raised right by their parents know
what it is. They get that uncomfortable
feeling in their stomach when they're
about to cross over it and the reason that
some people cross over it is because
they start rationalising. They start telling
themselves stories that it's not so bad.
They say that they can do it this one
time, but the truth is that it is not a recipe
for long-term success. Once you take the
first step over the line, the line of morality
moves. Each time you cross it, it moves
further and further. Before you know it, »

www.mongolianeconomy.mn
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» you're starting to do things you thought
you’'d never do. It seems okay.

Are there any warning signs of fraud-
ulent activity that businesspeople
should be aware of?

Well, clearly anytime when someone
offers you an opportunity that seems
like it's too good to be true, it usually is.
It almost always is. That’s one aspect.
Secondly — | call this the gut check — if
it doesn’t feel right in your gut, it is
probably not right. In that case consult
a lawyer, consult an expert that knows
the industry. Don't just gloss over it and
say that I'll do it just this one time. The
warning signs are typically there.

How can Mongolian businesspeople
learn from your mistakes? In what
ways can the Mongolian Stock Ex-
change improve?

The biggest lesson in my life is, number
one, the power and sales of influence.

| really think that Mongolia needs to
address the issue that they are not able
to tell their story in the right way. That's
a huge issue. From failures, you usually
have your crash and your boom-and-
bust here and there. Things get ahead
of themselves and people speculate too
much. In my life, | allowed my business
to run ahead of myself essentially.

What do you think of the Mongolian
stock market?

| think that the problems in the Mongolia
stock market right now are not so solely
based on the Mongolian stock market.
You're still in the wake of the crash that
happened here when the government
changed the laws and foreign inves-

tors pulled out. Then the London Stock
Exchange came in and changed some
settlement rules. There are some rules
in there that need to be addressed. More
than anything, there has to be a funda-
mental shift in philosophy of the average
Mongolian citizen about what it means to
be successful. You have to have some
belief in your own economy and your
own stock market. Without that it is very
difficult to succeed.

What is your life goal now?

I’'m one of those fortunate people. | love
what | do. | love speaking and going
out and mentoring and training people.
| had some goals and | pretty much hit
all those goals. Now, the vision for my
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future — what | really see myself doing —
is really going around the world for the
next three to five years and sharing the
system I've created with a lot of people
and focusing on charity work. | also want
to take more time off with family. | was
very fortunate. | was given a second
chance and a lot of people don’t get a
second chance. I'm grateful for that. It's
almost like a rebirth for me. | got this
chance to really do what | was put on this
Earth to do. Everyone has their natural
talents. Everyone has their short-com-
ings. My greatest talent is going out there
and mentoring and teaching people and
motivating people. That's what I'm doing
now and | love doing it.

As you said earlier, Mongolia needs
an icebreaker to start the economy
again. What kind of icebreakers?

A catalyst. For example, it might be some
minerals — that’s going to be so outland-
ishly great that one of the big companies
is going to come in and the story is going
be told to outsiders and that will start the
charging. That’s one possibility. Another
possibility is that it could happen from
within when people here start telling the
story and start attracting capital. So it
could come intrinsically or extrinsically,
but it's going to come.

Right now Mongolia is trying hard to
attract investors back. They’re partic-
ipating in many meetings and invest-
ment summits. Do you think this is
the right way? What other methods
can we use?

Absolutely. | think that it's the right thing
to do. One of the most important things
you want to do is to be bringing in joint
ventures with big foreign companies. You
want to make it easy for foreigners to in-
vest capital in Mongolia and to also make
sure that they are not just raping and pil-
laging the countryside. You want to make
sure that the deal works for both sides.
Given what Mongolia has in the ground
here and the resource spectrum it has,
eventually it's going to happen. You're
making a lot of progress, more than you
realise. It takes time until the catalyst ac-
tually hits. You’re making progress right
now by doing what you’re doing.

Investors see opportunity, potential,
and long-term benefits, but when

you come across obstacles such as
the inability to predict governmental

action, how can we sell our country
without being guinea pigs to outside
investors?

You want to make sure the deal is sus-
tainable for both sides. You don’t want
people coming in and tearing up the
countryside. It is like the issue in China
and Zambia where the Zambians were
getting upset because they thought the
Chinese were coming in there. They
didn’t have a long-term horizon that
was going to empower Zambians. They
were coming and stripping the natural
resources and leaving. You don’t want
that situation, right?

There is a happy medium in terms of
legislation. What scares companies is
not empowering the people. They don’t
want to have 68 percent taxes. They
don’t want to all of a sudden have profit
taxes. | think it's very easy for the gov-
ernment to come up with a framework
by which big companies and outside
investors will feel comfortable to invest
here and the Mongolian populace will
be protected. | don’t think it's a difficult
balance to strike nor do | think these big
companies want to rape the country-
side. What they don’t want is these
huge swings in taxes.

You will attract outside investment
especially with the entire infrastructure
and plays with China right now that
brings rail into the country, which allows
some of the bulk resources such as iron
ore and coking coal to turn the iron ore
into beneficiaries. You have so much
going for you right now. But again, what
typically happens is not just in country
stories — but in every individual sto-

ry — you have some place where you
want to get a vision for your future and
you’re working very hard to get there,
but you’re not making progress. You're
not seeing the result, but you actually
are making progress. It's just that the
progress is invisible. It takes time until it
breaks through and you see the fruits of
your labour.

| wouldn’t worry so much about the
outcome right now. If you do the right
thing and make the right moves and the
government stands behind you, foreign
investment will come back. Whether it
comes back in six months, a year, or
three years, it's going to come back. It's
just a matter of time. m
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THE SECOND PHASE OF
TAX REFORM

BY I. OTGONJARGAL

he first phase of tax reform took

place between 2007 and 2012. Its
Four 10s Tax Policy (value-added tax,
corporate income tax, personal income
tax and social insurance tax) helps make
Mongolia one of the least taxed nations,
not only in Asia but in the world. The gov-
ernment is launching the second phase of
tax reform this year through to 2017.

Two discussions were held on May 30
and June 10 this year, involving repre-
sentatives from the State Great Khural,
government and private sector.The for-
mer took place at the Citizens’ Hall in the
Government Palace under the theme of
“Value-added Tax and Commercial Tax.”
That event was moderated by S. Bay-
artsogt, a member of parliament and the
head of the working group for tax reform.
The latter was themed “Let Us Decide
Through Reform” and was organised by
the government.

The bill on raising the value-added tax
threshold to MNT 50 million is now in
active discussion. But it is not clear if the
bill is going to be passed by the Khural
before the spring session is wrapped up.

According to the government’s main
action plan, the current tax reform aims
to create a stable tax setting in which tax
would meet the principles that are ex-
pected to be simple, clear, equal and fair
while contributing to the economy and
meeting international standards.

Under the 100 Day Action Plan, initiated
by the government on May 10 this year,
the second phase of tax reform follows
laws that have been approved by the
State Great Khural on June 6 this year.
For example:

*  The Law on Exempting Imported
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Equipment from Customs and
Value-Added Taxes aims to support
SMEs,

*  The Law on Delaying Customs and
Value-Added Taxes for two years
aims to reduce costs during the
period of increasing investment,
supporting infrastructure work and
removing hindrances caused by
delays in equipment supply

These laws took immediate effect.

As a part of the tax reform, the following
legislations have been submitted to the
Khural for approval:

Legislation on Refunding 90 percent
of Corporate Income Tax paid by
companies with revenue of up to
MNT 1.5 billion a year, according to
the main action plan by the govern-
ment.

Fate and taxes are
unpredictable, Poor you

¥ ol
o %

Cartoon by A. Amarsaikhan

An updated version of the Val-
ue-Added Tax Law that is expected
to be consistent with international
standards. The updated version
includes raising the VAT threshold
to MNT 50 million, clear definitions
of some ambiguous legal terms in
the current law, and refunding 20
percent of VAT paid by end users.

Based on request by the Mongolian
Bankers Association, the Corporate
Income Tax Law is to be amended
in terms of imposing 10 percent tax
on tax payers who are not based in
Mongolia and who have purchased
bonds from Mongolia’s commercial
banks. By approving this legislation,
the commercial banks’ loan rates
are expected to decrease.

An updated version of the Account-
ing Law and Auditing Law aims to »
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» reduce operational hindrances for the submission of financial statements by com- - :
. . . o . Legislation submitted to the State
panies. If approved, SMEs and companies would be able to submit their financial .
X ) . : Great Khural: Refund 90 percent of
statements online once a year and the companies would not necessarily receive
Corporate Income Tax

audits on their financial statements.
1. Introduce an updated version of

There is also urgeqt need to refor.m’ tax enfo.rcernent.and .the services prov.|ded. py tax the Value-Added Tax Law (VAT)
departments. That is why Mongolia’s tax policy is being directed towards simplified .
. . . - . to raise the VAT threshold to
tax reporting and tax payment with online tax filing. All tax payers can now submit . .
. MNT 50 million and refunding two
their tax reports and make tax payments from anywhere and whenever rather than
. . ) percent of VAT
submit paper documents in person at the tax office.
A brand new agency called the “Tax Debt Prevention Centre” is expected to launch 2. Amend the C.orporate Income Tax
. o . ; . Law to reducing taxes for reve-
to provide tax payers with information on tax debt and remind them about possible .
; . nue generated from interest rate
debt-related risks in the future. : .
on bonds issued by commercial

banks, domestically and abroad =

The government is adhering to its tax policy not to implement tax hikes or introduce
new taxes. Tax laws are to be clear and easy to understand, while the law enforce-

ment is to be simplified.

INVESTORS

ROBERT FRIEDLAND —
AN OPTIMIST

BY B. BAYARTOGTOKH

obert Friedland is the founder and chairman of his

family-owned firm Ivanhoe Capital Corporation,
which focuses on emerging markets. Friedland is also
the founder of lvanhoe Mines — a Toronto-and New
York-listed public company.

Friedland was born in Chicago, lllinois in 1950 and
raised in Boston. He graduated in 1974 from Reed Col-
lege with a political science degree. In his senior year at
Reed, Friedland was student body president. During his
time at Reed he met Steve Jobs, the founder of Apple,
with whom he shared an interest in Eastern spirituality.

At the time, Friedland served as the caretaker of an
apple farm south of Portland that was owned by his
millionaire uncle Marcel Muller and Jobs would come on
the weekends and help with the apple orchard, which
served as the inspiration for the name of his company,
Apple, Inc. Friendland by that time had become very
self-confident and could easily manage people. He
found these skills naturally translated into business.

Exploration by Ivanhoe Mines since 2000 has uncov-
ered a chain of copper, gold and silver deposits at Oyu
Tolgoi (Turquoise Hill) in Umnugobi. The first phase of »
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» what is independently projected to be one of
the world’s largest porphyry copper and gold
mines began its commercial production last
year. As a result, the Mongolian economy grew
17.5 percent in 2011 with the sharp increase
of foreign investment that came. Mongolia also
successfully transitioned from a low-income to
a middle-income country in 2011.

The boom brought on by the Oyu Tolgoi project
for a poor country like Mongolia was a shock.
And a third of all money in the economy be-
longed to Oyu Tolgoi.

Friedland was described by Canadian jour-
nalist Diana Francis as a “nomad.” Within five
years Friedland had launched businesses in 45
countries.

He holds citizenships for the United States,
Canada, and Singapore

Friedland once said: “In 1987, my destiny took
me to Bony Piken and | was involved in a harsh
competition for New Mount mine, which was
worth USD 6.6 million. That operation was
Bony’s first mining business and he gave me
10 percent of the USD 400 million in revenue.
By using this money | bought my ownership in
the mine.”

That mine was a tremendous step forwards for
South Africa.

According to Francis, Friedland attracted inves-
tors with his cleverness and persuasiveness,
and he became a brand among investors.

In 1994, Friedland’s geologists explored a large
nickel deposit in Newfoundland, Canada which
ultimately made him wealthy. He also engaged
in a project for a nickel mine in South Africa.
These were a series of waves in his life.

“I came to Mongolia just as the licence own-
ership rights were guaranteed, after Mongolia
adopted a Canadian version of the Minerals
Law in 1997. At that time, Garamjav suggested
that | conduct drilling at Oyu Tolgoi. And we

did it as he said that we will find gold from. It
was unique. This was a new land of gold and
copper. This was not an ordinary mine and not
an area that has just an ordinary minerals. This
was the regions of copper and gold.”

According to Oyu Tolgoi — Past, Present and
Future, published in 2010 by former President
Punsalmaagiin Orchirbat, one of the people to
pave Friedland’s way into Mongolia was James
Baker, former chief of staff to President Ronald
Reagan’s first administration and of President
George H. W. Bush’s administration in his final
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year of office. Baker provided assistance for oil
company Nescor to launch its operation in Mon-
golia. At that time, the company was headed by
Neil Salsich, and former US President George
Bush and Friedland were among its investors.

Unfortunately, Salsich died due to air plane ac-
cident in 1998 and Nescor’s exploration activity
in Tsagaan Els and Zuunbayan in Mongolia
were halted. But Friedland was still interested
in Mongolia.

Hugo Dummet, a head geologist for BHP
Billiton’s exploration operations in Mongolia,
was the one to demonstrate to Friedland the
potential for Mongolia’s mineral resources. Lat-
er, Friedland recruited Dummet at Ivanhoe and
eventually explored Oyu Tolgoi deposit, which
BHP owned at the time.

But after experiencing tremendous losses, BHP
needed to sell the majority of its exploration
licences, and so lvanhoe Mines struck a deal.

“The world’s largest copper reserves are in
Indonesia’s Grasberg mine and Chile’s Andes
Mountains. But the Oyu Tolgoi gold and copper
mine neighbours with China, which is starving
for metals. So, it means that we are just beside
the main market,” Friedland told the Financial
Times in 2003.

In the article “Baron Robert” by renowned Mon-
golian columnist Batbayar, or Baabar as most
people know him by his pen name, he writes:
“Robert Friedland came to Mongolia for venture
business, which is a fact. He acquired the
licence for Oyu Tolgoi and spent around USD 1
billion for the mine where the global giant BHP
explored and found nothing, which is also a
fact. If nothing was found there, he would have
gone completely bankrupt.

But Friedland did not go bankrupt, and “this
extremely risky move by a semi-insane person”
paid off—for him and Mongolia.

Today, Friedland ranks 546th among the
world’s billionaires, according to Forbes, with
an annual revenue of USD 2.8 billion. He is the
188th wealthiest person in the United States,
and he is one of the most well-known individu-
als in the global mining arena.

Friedland is an optimistic person who brought
major change to the Mongolian economy with
Oyu Tolgoi. World investors trust him, and so
he was able to raise the funds needed to fund
the prospect that first launched Mongolia to
investor stardom. m
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When the Ulaanbaatar
population grows, water
consumption rises. As a result,
the groundwater level that is
replendished from the Tuul River
Basin is reduced by 15 metres

a year.

Z. BATBAYAR, GREEN ECONOMIC GROWTH ) )

BE WATER WISIE

Educate your friends and
pass the message on about
saving water.

Check for leaks. Leaking taps
can waste more than 2,000
litres per month.

Take shorter showers and try
not to use the bath.

Capture tap water. While you
wait for hot water to come
down the pipes, catch the
water to use later.

Do not leave the water on un-
necessarily. Turn it off when
brushing your teeth or when
shampooing your hair.

Always wash a full load in the
washing machine and use a
shorter cycle.

Install water saving devises (ie
aerators) into taps and show-
erheads to reduce flow.

Wash your dishes by hand
and avoid using the dish-
washer

Install water saving shower-
heads and toilets

Choose water appliances (ie
washing machine) that use
less water than conventional
ones.
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STRATEGIC DEPOSIT

MONGOLIA'S STRATEGICALLY
IMPORTANT DEPOSITS

BY S.AZ

hilst most foreign investor attention is centred on
the Oyu Tolgoi mine, there are 15 other mineral
deposits deemed “strategic” — each worth more than
five percent of annual GDP. Smart policy and these
strategically important deposits might play a role in luring
back savvy investors to this once-booming economy.

Foreign direct investment declined by 42 percent in
2014. Legislation that restricted foreign company
ownership steered investors away from Mongolia,

but a new Investment Law was ratified in November
2013 in an attempt to reverse that decline. With mining
contributing to 20 percent of the country’s GDP and to 30
to 50 percent of the state budget, having a stable legal
environment is imperative to luring back investors and
restore their confidence.

One of those strategic deposits is the Tsagaan Suvarga
molybdenum deposit, located at Mandakh, Dornogobi.
Mongolyn Alt (MAK) owns a licence for mining the
deposit following eight years of exploration from 2001
to 2008. In 2009 MAK received approval from the
Professional Minerals Council to mine the deposit.

MAK has reported 250.4 million tonnes of molybdenum
ore, 66,167 tonnes of molybdenum and 11,127 tonnes of
gold. The company spent USD 2,679,400 on exploration
and USD 714,760 for environmental rehabilitation.

The Mongolian government recently drafted a bill that
would have granted it a 34 percent stake in the mine,
but a working group assessing the prospect has advised
against it. The Asgat silver deposit is another strategic
deposit that is being discussed by government after
years of discussion by previous governments. Prime
Minister Norov Altankhuyag has ordered analysis of this
issue as part of the 100 Day Action Plan he launched

in May.

The Ministry of Mining has established a project unit to
develop a feasibility study and environmental impact
assessment for the Asgat silver deposit. The Minerals
Law entitles government to 50 percent ownership of the
mine.

Mongolian Economy
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Deposit name

Type of minerals
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Location

TavanTolgoi Coal Tsogttsetsiisoum,
Umnugobi province
NariinSukhait | Coal Gurvantessoum,
Umnugobi province
Baganuur Brown coal Baganuur district,
Ulaanbaatar city
ShiveeOvoo | Brown coal ShiveeOvoosoum,
Gobisumber prov-
ince
Mardai Uranium Dashbalbarsoum,
Dornod province
Dornod Uranium Dashbalbarsoum,
Dornod province
GurvanBulag | Uranium Dashbalbarsoum,
Dornod province
Tumurtei Iron ore Khudersoum,
Selenge province
OyuTolgoi Copper and Khanbogdsoum,
molybdenum Umnugobi province
Tsagaan Copper and Mandakhsoum, Dor-
Suvarga molybdenum nogobi province
Erdenet Copper and Bayan-Undursoum,
molybdenum Orkhon province
Burenkhaan Phosphate Alag-Erdenesoum,
Khuvsgul province
Boroo Gold Bayangolsoum,
Selenge province
TumurteinO- | Zinc and Sukhbaatarsoum,
VOO Plumbum (lead) Sukhbaatar
province
Asgat Silver Nogoonnuursoum,

Bayan-Ulgii province

Source: Annex 1 of the Government of Mongolia’s Resolution No. 27 dated

On 6 February , 2007 on the Strategically Important Deposits.

SHOULD WE INCLUDE THE BCM map next to this article?? m
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MINERALS

INVESTMENT OPPORTUNITIES
FOR THE OIL INDUSTRY

QOil resource exploration sites

[ Sites where product-sharing agreement was made

Il Sites where product-sharing agreement in negotiation

BY S.AZ

Oil is a strategically important prod-
ucts for the entire world. Depen-
dence on foreign imports for petroleum is
a national concern for countries such as
Mongolia that do not produce fuel prod-
ucts for themselves. That is why Mongo-
lia must today figure out how it can best
make use of its own oil resources.

The current Petroleum Law has not

been amended since 1991. Parliament
in recent months has debated proposed
revisions to the Petroleum Law submitted
by government, but threw them out after
parliamentarians decided the new terms
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were not beneficial enough. Government
has come back with another revised
document to amend the law, but some
members of the State Great Khural have
criticised that this version is even worse
than the first.

“In the previous legislation, it was stated
that Mongolia should have no less than
50 percent of a product sharing agree-

ment, and 60 percent after cost recovery.

But the current amendment states that
the agreements are not to be amended
and the government is to deal with the
issue of the product sharing agreement.
So, we cannot approve this legislation”,
said parliamentarian Khayangaagiin Bol-

[ Ssites available for exploration

[ Product-sharing agreement exhausted sites in state control

orchuluun on June 2. Bolorchuluun, one
of a few independent members, served
as a head of the working group tasked
with updating the Petroleum Law.

The 1991 law regulates oil exploration,
exploitation, assessment, payment,

land lease, taxes, administrative service
fees, accounting, product-sharing, tax
exemption and so on. But the law fails to
go into detail about relations within the
oil industry and it has numerous contra-
dictory clauses.

Bill drafters set out to remove the ambi-
guities that exist in the 1991 law, which
was originally passed by government »
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» rather than the Khural. That includes
clarifications to regulations for petro-
leum, natural gas, and conventional and
unconventional oil. The new legislation
will also be broadened to make clear
the rights and powers of the state and
local self-governing bodies. It should
also outline the royalty and tax rates, tax
incentives, and the processes for issuing
and cancelling licences.

Mongolia has limited oil resources of
some 348 million tonnes and Mongolia
ranks 36th among 98 countries with oil
resources in the world, Bolorchuluun said.
Companies are exploring for oil at 31 lo-
cations, and, 16 companies are producing
oil, including Petro China Tamsag at the
Toson-Uul XIX and Tamsag-XIX blocks,
and Donshen at the BHG-97 block.

Mongolia saw USD 1.5 billion invested in
the oil sector between 1993 and 2013.

According to the Petroleum Authority, the
product sharing agreements made after
2000 do not need amending because
they were made through bidding process-
es. However, agreements from before
that time need altering, according the
Petroleum Authority of Mongolia, because
Mongolia is not receiving adequate com-
pensation as it benefits just 24 percent
compared with an international standard
of at least 50 percent.

For example, Indonesia, the first model
nation in terms of product sharing agree-
ment, benefits some 71 percent from

oil production while Norway benefits 78
percent.

Mongolia’s case is quite different because
administrative costs abroad are just 10
percent of what is spent in Mongolia. Pet-
ro China Dachin Tamsag in 2013 spent
USD 370 million, of which USD 37 million
was given to its owners abroad in terms
of royalty, according to Bolorchuluun.
Meanwhile, there is no royalty imposed at
all at the Dachin Tamsag 19 block. Older
product sharing agreements such as
these need amending, he said.

Because the oil industry requires high
costs and risks, Mongolia is trying to
attract investment with more favourable
terms in its amendments to the Petroleum
Law. But many worry that those incen-
tives might cost Mongolia too much in the
long run. =
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DISCOVER MONGOLIA

WELCOME BACK

11th ANNUAL INTERNATION

INVESTORS FORUM

BY CH. LUTAA

“Welcome back” is the slogan of the 2014
Discover Mongolia international mining in-
vestment forum to be held in Ulaanbaatar
on September 4 and 5. This 12th annual
forum is the largest event in the mining in-
dustry of Mongolia, in terms of reputation,
scope and experience. The forum is jointly
organised by the Mongolian company
Prime Info, the Mongolian Miners Associ-
ation and the Ministry of Mining.

The forum since 2002 has aimed to
promote Mongolia’s mining sector to the
world and attract more foreign investors
to Mongolia. The forum did quite well in
the past and the number of attendees
has constantly increased, with excep-
tion for last year’s forum because of the
decline in foreign direct investment.

However, the forum provides investors with
everything one needs to know about Mon-
golia’s mining industry. At the forum are
numerous displays by mining companies
for their products and services. Discover
Mongolia is a leading mining event for
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the region that warmly welcomes foreign
investors to return to Mongolia.

“2014 Discover Mongolia will cover a much
wider scope this time,” said P. Enkhjin,
secretary at the Forum Organising Com-
mission of the 2014 Discover Mongolia.
“This is because our intentions are to have
more representatives from the state organ-
isations at the forum because of the new
Minerals Policy and updated Minerals Law.
Thus, we made a cooperation contract with
the Ministry of Mining. Mongolia’s Prime
Minister will be giving an opening address
at the event. This year, we are also plan-
ning to hold a number of discussions on
several important topics.”

The forum’s aim is to welcome more
foreign direct investment towards Mon-
golia. In doing so, it is planning to hold

an in-depth discussion on economising
large mineral deposits, successful imple-
mentation of mega projects as well as
use of oil, shale and uranium to diversify
Mongolia’s energy resources.

Representative from government and

non-government organisations, local
governments, research and scientific
institutes, private companies and inves-
tors will be speaking at the event. The
two-day forum will focus on eight topics,
including the legal setting; Mongolia’s
coal export; the minerals demand of
northeast Asia and Mongolia; geological
testing; project financing for mines; state
intervention into mining projects; local
government and citizens’ engagement,
and so on.

The tentative agenda for the forum
includes speeches for on issues such
as Oyu Tolgoi and the policy change
that has been made for the Minerals
Law by the Ministry of Mining. Also to be
highlighted is the coal industry because
of speculation that China could become
a leader among the world’s markets in
the next three years. That would have a
heavy impact on the competitiveness of
Mongolia’s coal industry.

For more detailed information about the
forum, please visit DiscoverMongoliaFo-
rum.com. m
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SPECIAL ASSIGNMENT

A DARK LIFE IN TSAGAAN KHAD

BY S. ZAYA The dirt roads used by cars and trucks contribute to the
degradation of the environment.

n Tsagaan Khad of Khanbogd, Umnugobi are small

buildings with their walls built from two-rows of thin metal. According to a study last year by the National Human
Mongolians call this kind of structure a sandwich-building. Rights Commission in Mongolia, 35,250 hectares land on
There are many awkward_|ooking, thin corridors between both sides of the 230 kilometre road that links the Tavan
these small buildings. Tolgoi mine and Tsagaan Khad have been damaged
or destroyed. Another study carried out by the Special
Mogt are shops or grocery stores. One’s c.ioor reac.is Inspection Centre, the National Agency for Meteorology
“Chinese Yuan exchange, meat sale and information and Environmental Monitoring, and the Central Laboratory »

bureau” — written in both Mongolian and Chinese. On the
counters of these grocery stores are packs of Chinese fruits
and other goods.

Cars drive through dirt roads littered with trash between
buildings, and Chinese people hang around the streets. It
was common to see Chinese saleswomen working behind
counters. This is the norm for Tsagaan Khad.

There are more than 200 families who reside nearby the
mines owned by Energy Resource and Erdenes Tavan
Tolgoi. The gers people live in are covered with thick layers
of dust. Many signs stand outside of these gers advertising
that they sell work gear.

The area has grown rapidly as more people move to
Tsagaan Khad. Khanbogd’s governor has renamed the
area Khairkhan district. Unfortunately, the district has
become very disorganized, with gers haphazardly set down
by families moving in.

When asked about the disorganized look of the town,
residents said that nobody from Khan Bogd came to help
them plan. They were only informed about the waste
collection and loading services provided each week,
although none of those services had arrived yet. A landfill
was established, but it there is still plenty of trash found
throughout town.

Tsagan Khad is about 25 kilometres from China’s Gants
Mod customs border. The close proximity allows Chinese
merchants to buy bones from locals. An unpleasant smell
emanates from several homes where old bones are found.

The Lost People

The soil at Tsagaan Khad has been damaged by the heavy
coal trucks driving over dirt roads and the livestock pasture
has been destroyed.

Photo by S. Zaya

www.mongolianeconomy.mn

JUNE 2014 Mongolian Economy



MINING 25

» of Environmental Monitoring found that the air quality in
Tsagaan Khad was 45 times worse than recommendations and
that particulate matter was 35 times higher than suggested.

These studies were confirmed by locals who said that their
clothes would become filthy within a day and that respiratory
disease was spreading among locals due to the high
concentration of dust in the air.

Residents said that once a year they go to the provincial capital
seeking medical care. Not everyone can afford the trip however,
and many said they wished a doctor was available in town.

According to a study by the Ministry of Environment and Green
Development in 2012, coal trucks driving through town has
had a toll of MNT 5.4 billion in damages on land throughout
the province, MNT 20 billion in damages to the soil, MNT 11.1
billion to the flora, MNT 18.7 billion to the fauna, and MNT 2.5
billion to the air — for a grand total of MNT 58.1 billion.

Sh. Delgerbat has been running a small business selling spare
parts and building materials in Tsagaan Khad since 1992, when
the Gashuun Sukhait customs depot was first established.

“The soil here was good before the beginning of the coal

www.mongolianeconomy.mn

transportation, but now large trucks are coming and going

day and night,” he said. “Our business is suffering from the
exchange rate because our goods are imported from Gashuun
Sukhait customs or the Chinese city of Erlian,”

His goods are more expensive than what's available in
Ulaanbaatar. He said the town’s population can grow to 1,000
people when the mines are operating, but the permanent
population is only about 200.

Resource Scarcity

Tsagaan Khad is not connected to the national electricity

grid, which is the biggest issue for both temporary and
permanent residents of Tsagaan Khad. Some families use a
power generator while others use solar panels and small wind
turbines imported from China. There are a lot of families who
forgo electricity all together. Some people have even opened
small businesses to allow people to charge their phones for
MNT 1,500 for a full charge.

Some families in Tsagaan Khad sell electricity to their
neighbours for MNT 5,000 a day, but not everyone can afford
electricity at MNT 150,000 a month.

Over 10,000 people come to Tsagaan Khad each year, but
development is still stalled there. There is a huge difference
between Mongolia’s Gashuun Sukhait customs port and
Tsagaan Khad compared with China’s Gants Mod — where
there is almost no air pollution.

Water is also a crucial issue in Tsagaan Khad. The price of
water is MNT 30 to MNT 45 per litre compared with MNT 1 a
litre in Ulaanbaatar. Most springs nearby lack water and only a
few hand-dug wells located 15 to 20 kilometres away are used.
Water trucks carry up to five tonnes of water travel between the
wells and Tsagaan Khad.

Water is very scarce in Umnugobi, and many believe the
mining activity is exacerbating the issue. The groundwater in
Tsagaan Khad is brackish — too dirty for drinking straight away.
But locals say that they have no other choice but to drink it.
Water consumption in the Gobi ranges between 50 and 60
litres a day for one family.

There is a family in Tsagaan Khad who is able to transports six
to seven tonnes of water each day. They sell water at MNT 30

a litre compared with others that sell water for up to MNT 45 a

litre.

“We transport water from our well, located not far from here.
When water demand increases, it requires us to make two to
three deliveries a day,” said the truck’s owner D. Nergui.

Although Nergui charges less than his competitors, he can still
earn up to MNT 100,000 a day, and even more on weekends.

Tsagaan Khad is an example of how life can really be thrown
off the rails by mining activities. With time maybe some of the
struggles in living there can be wiped away, but equally as
important will be preventing other communities from facing a
similar fate. m
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A SECURE JOURNEY TO
OYU TOLGOI

BY E. ZORIGT

M ongolian Economy Magazine’s del-
egation visited the Oyu Tolgoi mine
in Umunugobi Aimag in May to observe
Oyu Tolgoi’s occupational health and
safety standards.

Near the copper concentration plant

at Oyu Tolgoi is a big sign that reads
“Safety is everyone’s responsibility.”
near the copper concentrate processing
plant. Safety is a priority to Oyu Tolgoi’s
operation.

The mine’s vision for safety is: “Together,
we will create an injury and illness-free
workplace where everyone goes home
safe and healthy each day of their work-
ing life.”

Rio Tinto has strict requirements for
occupational safety and health at the
Oyu Tolgoi mine. Those who visit the
Oyu Tolgoi’s must adhere to strict occu-
pational safety standards for their own
personal well being and for those around
them. The journey started with training
on basic knowledge of occupational
safety in Oyu Tolgoi, which lasted about
20 to 30 minutes. The training provided
information on emergency call numbers
and emergency exits as well as locations
to go to in case of an emergency.

New employees at Oyu Tolgoi are
required to partake in a special two-to-
three-days training session on occupa-
tional safety.Oyu Tolgoi has a water pu-
rification plant divided into two sections,
for water storage and water purification.
The temperature inside of the plant
was cool. Established in 2011, the plant
produces four types of water: drinking,
household, bottled and emergency. The
bottled water is called “Oyu Asis.” Water
that is abstracted from the groundwa-
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ter aquifer is purified for two purposes:
drinking and household use.

According to B. Enkhtsetseg, an opera-
tional engineer at the plant, the minerali-
sation of groundwater here is about four
to five times higher than that of Ulaan-
baatar, which fails to meet the drinking
water standard and is even unsuitable
for household use. The groundwater is
filtered and purified for drinking while
being disinfected and chlorinated for
household use.

Oyu Tolgoi’'s water use ranges from 500
to 600 tonnes a day, with drinking water
consumption making up 50 to 60 tonnes.
The water purification plant’s capacity is
500 tonnes per day. There is also a labo-
ratory that analyses purified water. If the
purified water does not meet the quality
requirements, it has to be re-purified until
standards are met.

Of course, Oyu Tolgoi has spent billions

of tugrugs on the construction of this
huge plant.

The water is not limited to Oyu Tolgoi
employees, but also delivered to the
residents of Khan Bodg.

Healthy Food Means More
Energy

Meals served at the canteen at Oyu Tol-
goi are delicious. Miners work diligently
every day thus they need more energy to
survive harsh and hot weather conditions
in the south Gobi. Nutritious food and
relaxation positively affect their work
performance. This is why nutritious and
good-quality food with a large selection is
important.

The canteen is divided into two sections:
European and Mongolian food. There

is also a wide range of snacks, pastries
and desserts, served three times a day. »

www.mongolianeconomy.mn
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In and around the canteen are posters
explaining the importance of a healthy
diet and the recommended volume of
nutrition and calorie intake per day. Oyu
Tolgoi’s catering service is handled by an
international catering service company
SIS.

Medical Records

The hospital and ambulance centre in
Oyu Tolgoi is very comfortable and clean.
Since 2004, International SOS has been
responsible for medical services at Oyu
Tolgoi. There are foreign doctors working
at the hospital because it aims to provide
high quality and professional pre-medical
tests and first aid services for all employ-
ees. Anyone ill has access to doctors at
all times. Psychiatrists, too, are available
for consultation.

“The pedometer [a step-counting device]
is recommended for everybody here to
wear. 8,000 steps by women and 10,000
steps by men a day are considered to be
healthy,” said B. Gantulga, an officer in
charge of medical issues at Oyu Tolgoi.

The medical equipment and medicines
are imported from the United States and
Singapore. The number of outpatients
and inpatients at the hospital ranges
from 50 to 60 a day. If necessary, the cit-
izens at Khan Bogd can receive medical
service at the hospital.

Security

More than 30 pieces of heavy equip-
ment manufactured by Komatsu and
Caterpillar are used at the Oyu Tolgoi
mine, day and night. These include one
of two largest caterpillars in Mongolia. A
maintenance workshop for such heavy
equipment was established in 2011.
Inside the workshop, all sections are
clearly identified and classified. A yellow
line indicates pedestrians’ lane while the
blue area is a return spot for machines
and equipment

www.mongolianeconomy.mn

A number of posters read “Safety is
everyone’s responsibility” or “Every-
body has the right to stop any action

by someone who is working that might
be risky for him/her or other employ-
ees.” This is an important step towards
achieving its goal to provide occupation-
al safety.

Each repairperson at the maintenance
workshop has to wear a badge where
their name, position and phone number
are indicated. Broken equipment being
repaired is labelled with badges so that
it is easy to recognise who is working
on what. Transwest is responsible for
the maintenance of all equipment and
machinery at Oyu Tolgoi. Its employees,
headed by Australian experts, are expe-
rienced in providing safe maintenance.

“Every day | think of the well-being of
my family and the families of my col-
leagues. It is important for us to return
to our homes healthy and safe in the
evening. This is why we must follow the
occupational health and safety rules,”
said B. Gantulga, a senior safety officer
at Transwest.

At the Oyu Tolgoi site, the average
speed for a car is five to seven kilo-
metres an hour. Headlights should be
turned on at all hours. All employees at
Oyu Tolgoi see the occupational health
and safety guideline as not only the
company’s rule but as their responsibil-
ity. It is easily seen from their attitudes
towards work. »
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» Open-Pit Mine

The open-pit mine At Oyu Tolgoi has a
diameter of one kilometre and a depth
of more than 130 metres. The open-pit
mine is reminiscent of the Roman Col-
loseum because of its enormous size.

Copper concentrate is loaded by an
excavator on a Komatsu truck. There is
an endless intertwisting of trucks that
are loaded and unloaded. On average,
blasts are made three times a week at
the pit. After the blast, copper concentrate
is transported by trucks to a first-stage
stone crusher where stones are reduced
to a size of less than 25 centimetres in
diameter. The crushed stones are then
sent to the processing plant through a 2.7
kilometer conveyer.

“After 20 years, the open-pit mine is
estimated to expand 500 to 600 metres
in depth, 1.5 kilometres in width and 2.7
kilometres in length. The majority of Oyu
Tolgoi’s resources are expected to come
from underground,” said B. Gantulga,
senior mining staff.

There are 100 miners at the open-pit mine
during the day while more than 80 miners
work during the night. Each day, 200,000
tonnes of copper concentrate is unload-
ed to the first-stage stone crusher. One
percent of copper concentrate is said to
be pure copper. Oyu Tolgoi also contains
the precious metals gold and silver.

At the copper concentrator it is quite dif-
ficult to hear one another due to the loud
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noise from all the work done. The plant
workers stated that the noise comes from
heavy equipment constantly running at
the plant. In addition to the level of noise
is the heat from the Gobi weather

The processing plant at Oyu Tolgoi ranks
fifth in the world and second in Asia. It has
the capacity to process 100,000 tonnes of
ore per day. After the stones are crushed
and turned into powder, concentrate
moves onto the next conveyer where
metals such as copper, gold and silver
are extracted. The extraction method
used at Oyu Tolgoi is referred to as the
liquid-to-liquid micro extraction.

As a result, sediments are separated from
the liquid and left on the bottom of the
bowl while metals float to the top. Then

the metals are moved to the next convey-
er through a specially designed channel
where water is filtered. Afterwards, the
metal goes to a storage chamber before
moving through several sections until
reaching the packing section. The copper
is packed into away into sacks able to
hold two tonnes each. Before the copper
sack is exported, samples are examined
by experts from a professional laboratory.

Wet sediments leftover from the concen-
trate are sent to a chamber for processing
for water filtration. Oyu Tolgoi claims

to recycle more than 80 percent of its
wastewater.

Training Centre

According to B. Dolgion, a safety officer,
there are only few training centres such
as the one in Oyu Tolgoi in the world. It is
stocked with tools for demonstrations of
how accidents can happen. For example,
there are special glasses that clearly
show the effects and changes within the
body after the use of alcohol and drugs.
It was hard to walk in a straight line while
wearing the “beer” goggles. There are
also posters that explain that all equip-
ment in the plant is powered by electrici-
ty. A short training on the main concepts
for safety were also given.

Those concepts can be summed up as
follows:

1. Do preliminary estimates

2. ldentify every single risk for damage
or danger

3. Recognise risks that follow danger
4. Manage the risks and damage

5. Your safety is a priority ®

www.mongolianeconomy.mn
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OPINION

MARVELLOUS MONGOLIA

ight now, many commentators are very concerned about

the weakness of the Mongolian economy. The key driver
for the Mongolian economy in recent years has been invest-
ment in the mining sector. However, International Monetary
Fund (IMF) data suggest that foreign direct investment, most of
it from the mining sector in 2011 and 2012, has fallen markedly.
IMF data suggest that foreign direct investment was approx-
imately MNT 4.5 billion in both 2011 and 2012, but fell to 2.2
billion tugrug in 2013. An estimated 1.1 billion tugrug has come
in for 2014.

Foreign direct investment has fallen by around 75 per cent in
the last three years. This is very serious for Mongolia as foreign
direct investment represented around one quarter of Mongolia’s
gross domestic product in 2011.

Foreign investment creates jobs in two key ways. First, it adds

to Mongolia’s production capacity. Investment to Oyu Tolgoi will
generate vast new income for Mongolia, and will help create many
highly skilled, well-paid jobs for Mongolians. A key point here is
that this investment also creates export income, strengthening the
tugrug against the US dollar and other currencies, and making it
easier to pay for imports, which reduces inflationary pressures.

Second, the initial investment (the first-round effect) creates
additional demand on the economy. As workers get new jobs
and eventually upgrade to better paying jobs (the second round
effect), they buy apartments for the first time or purchase bigger
and better apartments. They buy more and better food, and take
more time for recreational activities such as going to the movies.
All this creates new jobs. And the person with the new job as a
restaurant waiter also has more money to spend.

The recent decline in mining investment is a tragedy for Mongo-
lia. However, it does give an opportunity to rethink Mongolia’s
economic development strategy, to make Mongolia’s relative
economic strengths even more of an economic benefit. It also
gives the chance to think about and address the weaknesses of
Mongolia’s economy.

www.mongolianeconomy.mn

Mongolia’s economic advantages

*  Vast mineral resources

*  Agriculture sector

*  Ahuge potential for ecotourism

»  Arelatively well-educated workforce

. Low costs for labour

Mongolia’s economic disadvantages:

»  Poor infrastructure, especially for transport
. Pollution

*  The relative health of the Mongolian population and the
poor standard of health services

*  The quality of education service delivery
. Inconsistent economic policies

»  Xenophobia — or the intense or irrational dislike or
fear of people from other countries. The rise of ultra
nationalists is not attractive in any country. This deters
foreign investment and tourism. Every expat beaten up
costs Mongolia millions if not billions of dollars in foreign
investment

»  Corruption

More on the advantages

Mongolia is very lucky. It has extensive mineral resources.
These resources will form the bedrock for Mongolia’s economic
development for the next 50 to 100 years. Notwithstanding
some very reasonable community concerns about the wisdom
of mining uranium, | suggest that in most cases mining devel-
opments should be welcomed. »

Mongolian Economy JUNE 2014



» A welcoming policy environment is essential. Foreign investors
come to Mongolia to make profits from mining, but that fact
is balanced by the idea that Mongolia, as the owner of these
resources, should also benefit from these developments.
The government has important roles here in terms of setting
taxes and royalties, and in regulating mining to make it a safe
working environment and to minimise any adverse long-term
environmental impacts.

Mongolia is also a vast country. While there is always the
challenge of harsh, cold winters, this provides the opportunity
to provide food exports to both China and Russia. Mongolia
needs to explore every opportunity to improve the quantity and
quality of its agriculture industry.

Ecotourism can be a very big market for Mongolia. Mongolia
has oodles of unspoilt countryside, coupled with ger camps to
provide unique tourist experiences. Foreign visitors spend a
lot of money for transport, food, hotels, restaurants and tours.
This is a huge source of income for many European countries.
Mongolia needs to exploit and further develop its labour force

30 MINING

by improving the quality and relevance of its education and
training system. This can be a major asset for Mongolia in the
future.

Last, Mongolia has relatively low-cost labour. This is important
if Mongolian firms are to compete successfully in international
markets.

Space does not permit me to provide my views in detail on the
economic disadvantages in this article. | will discuss the eco-
nomic disadvantages faced by Mongolia in future articles.

About the author: Paul Mills came to Mongolia in 2011. Prior

to that, he worked as a senior economist for the Australian
government, leading analysis of future Australian mining
industry skill needs while working with Skills Australia. Mills has
previously worked as a senior adviser for education to the then
Australian Prime Minister. He is now the chief executive officer
of English World LLC in Mongolia and has lectured at the
National University of Mongolia. English World LLC provides
English language training, including business English training. =
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mepusness H|GHLIGHTS

OF MONGOLTIA

NewsWire is a weekly news aggregate sponsored by

the Business Council of Mongolia. Each week NewsWire
delivers breaking and significant news from local and
international news sources for a Mongolian and foreign
audience alike. The following are news highlights from the
month of June:

of a third party that is “con-
templating” purchase of all
shares owned by Turquoise
Hill Resources Ltd. The
potential sale of SouthGobi
is a stress test for Mongolia,

BUSINESS

MONGOLIA MINER, SOUTH-
GOBI RESOURCES’ FILING
INDICATES PENDING SALE

The sale of Hong Kong-listed
SouthGobi Resources Ltd.
may be agreed by June 30,
according to a filing by the
company on 3 June.

The term sheet has sections
redacted, including the name
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which saw a flight of invest-
ment following two years of
nationalist-fueled legislation
and strained relations with
key investors. Prime Minister
Altankhuyag Norov last month
began a 100-day economic
acceleration campaign to

Mongolian Economy

BCM’S NEWSWIRE

jump start the economy. The
filing explains the terms of

a USD 10 million revolving
credit facility for short-term
working capital requirements.
SouthGobi last month said

it was seeking additional
financing to continue opera-
tions and pay interest due on
a USD 250 million debenture
held by China Investment
Corp (CIC), which owns
more than 16 percent of the
company.

In 2012, Chinese state-owned
Aluminum Corp of China

Ltd., also known as Chalco,
offered to buy SouthGobi for
USD 926 million. That led to
new legislation in Mongolia,
the Strategic Entities Foreign
Investment Law (SEFIL),
which ultimately blocked

the deal. Weak coal prices

and SEFIL combined to

drive down the share price
of SouthGobi from a peak

of USD 20 in January 2010
to the current price of USD
0.64 on the Toronto Stock
Exchange. SouthGobi is
planning to furlough approxi-
mately half of its 405 workers
until mid-July, due to “man-
agement of financial resourc-
es and the demand for coal,”
Chief Executive Officer Ross
Tromans said in a phone
interview.

The company produced
640,000 tons of raw coal in
the first quarter at its flagship
Ovoot Tolgoi mine, located 40
kilometers (25 miles) north

of the Mongolian-Chinese
border. Revenue reached
USD 5.1 million in the first
quarter, according to operat-

www.mongolianeconomy.mn
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ing results published on May
12. SouthGobi is embroiled in
a lawsuit with the Mongolian
government, as the nation’s
anti-corruption body has
investigated the company for
tax evasion. The government
says it's owed USD 50 million
in unpaid taxes, which the
company denies.

Source: Bloomberg

EZNIS AIRWAYS FLIGHTS
DIVIDED AMONG AERO
MONGOLIA, HUNNU AIR

Hunnu Air LLC and Aero Mon-
golia LLC have divvied up the
routes of Eznis Airways LLC
amongst themselves following
Eznis’ announcement that it
would suspend its operations.

All of the routes run by Eznis
and 1,800 of its bookings
would be transferred to the
airlines Hunnu and Aero, said
P. Ganbold, head of the Aero-
nautical Information Services.
The Civil Aviation Authority
approved Hunnu and Aero’s
flights from 2 June through to
25 October, he said.

Furthermore, Hunnu and Aero
have opened round-trip flights
from Ulaanbaatar to Uvs and
Bayan Ulgi Aimags. Aero
Mongolia and MIAT Mongo-
lian Airlines LLC will conduct
flights from Ulaanbaatar to
Oyu Tolgoi.

Eznis announced the suspen-
sion of its operations in May
due to financial difficulties.

Source: Info Mongolia

ECONOMY

FDI FALLS 64% Y-O-Y

The Bank of Mongolia report-

ed a 64 percent decline in for-
eign direct investment (FDI) in
its balance of payments report
for the year to May.
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The central bank reported a
56 percent deficit increase
for a current account deficit
of USD 434.3 million from the
previous year. The deficit of
international trade accounts
for goods fell 114 percent,
resulting in a surplus of USD
41.3 million; the trade of
services deficit decreased 12
percent to USD 447 million;
the deficit of income account
dropped 49 percent to USD
108.3 million; and the current
transfers increased by 123
percent to USD 79.7 million.

The balance of capital and
financial accounts surplus
was USD 121.4 million, which
was an 84 percent fall from
last year. This was due to a
64 percent decline of foreign
direct investment from the
same period last year, totaling
USD 604.9 million.

The Samurai bond issued

by the Development Bank of
Mongolia has triggered portfo-
lio investment surplus growth
of USD 342 million. The USD
368.2 million in other invest-
ment deficits was due to trade
credit assets (USD 145.6
million) and net currency and
deposit (USD 217.6 million).

Source: Bank of Mongolia

PRICES JUMP, PURCHAS-
ING POWER STANDS STILL

Pensioners rejoiced when the
Mongolian government raised
pensions. Yet, the pension in-
crease that came as a delight
to the elderly was followed

by a similar hike in prices of
consumer goods.

Pensions grew by 15 to
percent, depending on prior
income, with the minimum
increase of 15 percent adding
around MNT 20,000 to the
average pensioner’s income.
Unfortunately, that gain has
largely been counterbalanced
by the depreciation of the

tugrug against foreign curren-
cies and inflation. Today MNT
20,000 will buy two kilograms
of beef compared with three
years ago when MNT 20,000
was enough for ten days of
food. And that is despite the
fact that Mongolia has over 45
million heads of livestock.

Inflation as of May 31 grew by
13.1 percent year-over-year

in Mongolia. Inflation grew by
almost 50 percent during the
four years between 2010 and
2014 compared with 2006
and 2010. That has resulted in
hikes for consumer goods. The
retail price for a liter of APU
LLC’s “Pure Milk” has grown
60 percent from MNT 1,700 in
2011 to MNT 2,700 today.

Source: UB Post

POLITICS

MAK OWES GOVERNMENT
NO EQUITY IN TSAGAAN
SUVARGA, SAYS WORKING
GROUP

A Working Group appointed
by the Economic Standing
Committee has found that
the state does not have a
right to a stake in Mongolyn
Alt Corp.’s (MAK) Tsagaan
Suvarga copper mine.

The state is entitled to shares
in any mine deposit in which
it can invest at least USD
350 million. The commit-

tee, however, ruled that the
government currently lacks
the capacity to make such

an investment and that the
deposit is too small to be con-
sidered a “strategic deposit”
in which Mongolia holds such
rights. The Erdenet copper
mine, for example, is 7 times
larger than Tsagaan Suvarga,
while the Oyu Tolgoi mines

is 27 times larger, said the
committee.

Source: Undesnii Shuudan

Mongolian Economy

GOVERNMENT ANNOUNC-
ES BIDDING FOR STATE-
OWNED ASSETS

The government has released
a list of state-owned assets it
plans to auction for privatiza-
tion on 10 July. Those assets
are:

The Deglii Tsagaan airport in
Uvs Aimag;

The Gurvan Saikhan inter-
national airport in Umnugovi
Aimag;

The Bulgang Aimag airport;

The Dalanzadgad thermal
power plant in Umnugovi
Aimag;

The Food and Agriculture
Small and Medium Enterprise
Office in Bulgan Aimag;

The Altai-Uliastai power
system;

Branches of Torrin Bank
(State Bank).

Source: Zuunii Medee

PARLIAMENT EXTENDS
TAX EXEMPTIONS FOR
SMALL BUSINESSES

Parliament has voted in favor
of extending tax exemptions
provided to small businesses
for the import of equipment
and tools until 31 December
2016.

Ninety-two percent of the
66,000 businesses that oper-
ate in Mongolia are consid-
ered small-and medium en-
terprises — any company that
hires less than 20 employees
— and about 80 percent
urgently need an upgrade of
their facilities, said Secretary
of the prime minister’s Policy
Council, Bayanjargal Byam-
basaikhan.

Source: Montsame |
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