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FOREIGN INVESTMENT LAW OF MONGOLIA
- CHAPTER ONE .,

ai 3w ants - , GENERALPROVISIONS
Canxy y *4' /
YXsiror

""" Article- 1~~Pmpos&of the Law.

The purpose of the present Law shal{ be to encourage foreign investment, to protect the investors' rights
and assets in Mongolia and fo regulate matters relating to the oper ations of the business entmes with
foreign investment,

Article 2 Foreign Investment Legis_latieh.

L. Legislatien' on foreign investment shall consist of the Constitution, the present Law and other Laws and
, regulations in force which are consistent with the preceding. L R

2. If the International Treaties to which Mongoha isa 51g11at0ry provide differently than the present Law,
- then the former shall prevail. . :

Article 3. Definition

I.. "Foreign investment" means all tangible and intangible assets which are invested in Mongolia by a
foreign investor, for the purpose -.of estabhslung in the territory of Mongoha a business entity with
foreign investment or for the purpose of jointly operating with an emstmg busmess entity of Mongoha

;2..-"Foreign investor" means a foreign legal person or individual (foreign natlonal or stateless persons not
residing permanently in Mongolia and citizens of Mongolia having perma.nent reSLdence abroad) who
is investing in Mongoha

3. "Mongohan mvestor" means a Mongolian legal person or individual (citizens of‘M'onéolia and foreign
nationals or stateless persons residing permanently in. Mongolia) who is making an investment.

Article 4. Areas for Foreign Investment

1. Foreign investment may take place in all areas of pfoduction and services which are not protﬁ'bited
by the laws of Mongolia.

2. Foreign investment may take place in all-parts of the tetritory of Mongoha where performmg
production and seches 1s not prohlblted by the laws of Mongolxa _

Atrticle 5. Types of Foreign Investment.

A foreign investor may invest in the following:

(i) freely convertible currencies and reinvestments of tugrigs yielded by an investment;
(11) movable and immovable property and property rights; -
(iit) intellectual and industrial property rights.

Article 6. Forms for I;nplementihngoreign ;Invesuﬁent.
Foreign investment shall be implemented in one of the following form:

(i) establishing a holly foreign-owned business ennty ora local branch or sub51d1ary of a forelgn
enterprise; . ek e ‘
(ii) establishing a business entity Jomtly with a Mongohan investor;
(ili) investing directly by acquiring shares or other securities of an existing-Mongolian business entity
. using freely convertible currency or; tugrigs; vielded by an investment, including purchasiug shares
or other cur1t1es which were sold by investment coupons under the Privatization Law of Mongoha

Article 7. Purchase of Shares or Other Se‘cu’rivtie's S



A foreign investor may, in accordance with the laws’ of ‘Mongolia, purchase shares or other securities
of any business entity operating within the térritory of Mongolia.

CHAPTER TWO
PROTECTION OF FOREIGN INVESTMENT

Article 8. Legal Guarantees for Foreigri Investment. *

1.

Foreign investment shall enjoy legal protection within the territory of Mongolia as guaranteed by the
Constitution, the present Law and other laws and regulations in' force which are consistent with- the

preceding, and as guaranteed by the International Treaties to which Mongolia is a signatory.

Foreign investment within the territory of*Mongolia shal! not be nationalized or be subject to unlawful
expropriation.

Investments of a foreign investor may be subject to expropriation exclusively for public purposes or
interests and only in accordance with due process of law, on a non-discriminatory basis and agamst full
compensatlon :

Unless prov1ded otherwise in the International Treaties to which Mongolid is a signatory, the amount of

" such compensanon shall be determined by “the value of expropriated assets af the time of expropriation

‘or public notice of such expropriation. -Such compensation shall be effected without delay.

Losses suffered by forelgn investors due to a state of emergency or war- in Mongoha shall be treated
equally with losses suffered by Mongolian investors. ' .

Article 9. Treatment _of Foreign Investors.

Mongolia shall ‘accord to foreign investors' no less favorable treatment regarding possession; use and
disposal of their investments than that accorded to Mongolian mvestors

Article 10. Rights and Duties of Foreign Investors.

1.

- (v) any othet rights conferred by law.

Foreign investors shall enjoy the following rights:

(i) to posses use and dlSpOSC of their property including repatriation of mvestments, Whlch were
contributed to the share capital of the business’ entity with forelgn investmiént;

(ii) to manage or to participate in managing the business entity with foféiéﬁ mvestment, o

(iil) to transfer their nghts and obllgatnons to other persons in accordance thh the laws o

(iv) to promptly transfer abroad the followmg returns
a) the share of profits and dividends;

b) proceeds from the sale of their assets or securities and proceeds from the transfer of - their .. .-,

property rights to other persons or proceeds fmm their withdrawal from or the dissolution of the

business entity; p e S S

s SO T ! P S S

Foreign investors shall have the following duties:

(1) to observe the laws ofMongolla LURs NS

(ii) to fulfill commitments'which- are statedi m the Memorandum and the Amcles of lncorporatlon of the
business entlty with foreign investment;"

(iit) to melement measures fo ensure tha protection and Festoration of tha ‘Hatural envuonment :
(1v) to respect the customs and traditions of the people of Mongolia.,



CHAPTER THREE -
OPERATION OF BUSINESS ENTITIES
WITH FOREIGN INVESTMENT

Article 11. Business Entity with Foreign Investment. .

1.

A business entity which is incorporated under the laws of Mongolia and in ‘which the contribution of a

- foreign investor is not less than 20 percent of the share capital shall constxtute a business entity with

foreign investment.

A business ermty with fore1gn investment shall become a. Iegal person of Mongoha from’ the date of
its incorporation and shall conduct its operations in accordance w1th the laws of Mongoha

Article 12 Approval Procedure for Estabhshmg a Business Entlty thh Forelgn Investment

1.

5

The apphcatlon of the mvestors establlshmg a busmess enmy thh forexgn mvestment shall be
~.subject: to approval:by..a Central State .Administrative - Authority- which is ‘responsible for the
implementation of foreign investment policy (hereinafter referred to as "Ministry. of Trade and
Industry™").

‘ Ahapplication shalt contain: S T .

(i) names, addresses and nationality of investors;
(i) types and amount of investments;
(iii) the form of a business entity to be established;
. (iv) main areas of investment and type of production and services to be undertaken;
(v) stages and duration of making and implementing the investment.

3. The following documents shall be enclosed w1th the application:

(i) information on the investors and a copy of the Cemﬁcate of Incorporamon if they are legal
persons;

(ii) Memorandum of Incorporatlon of a busmess entdy w1th forexgn mvestment an

(iii) Articles of Incorporation of a business entity with foreign investment, = -

~ (iv) marketing, management, technology and other agreements related to the mvestment

(v) technical and financial plans and estimates; .. ., B T LT

(vi) a confirmation of the investors' financial resources ﬁ'om the ba.nk of the mvestors

(vii)authorization from competent organizations. of Mongolia . to. sgarch for, extract .and process

- natural  resources, to use land and, to be. engaged in. production and services, whwh are subject

to spec1a1 authorization. K R T

- .An application with.the aforementjoned enclosures shall be considered and decided by the Minister of

,_:Trade and Industry. thhm 60 days from its receipt on the basis of the followmg assessments produced
by the spec1ahzed organizations: T BT L :

(i) compliance with legislation; -, - .~ . . . el
(ii) impact on the natural environment;

. (iii) meeting of  health and sanitary requirements; . 4 .

(iv) appraisal of the level of technology..

Assessments referred to .in paragraph 4.(ii), (m) of this- Article shall be based on international
: standards and standards of Mongoha L :

The assessment referred to in paragraph 4 (w) of thlS Amcle shall be made in accordance with
regulations of the Government of Mongolia.

Should the estexblishrdedf of 2 business enti‘fy.\'uith foreigd investment be ‘a‘pplrox.fed‘ then the Mm.lstry of
Trade and Industry shall issue a Certificate of Approval.



8. If the activities of a business entity with foreign investment to be established are considered
inconsistent with requirements of laws, environmenfal protection, health and sanitary standards or
technological standards then the  approval shall ot be granted provided that the reasons for such
refusal are given. I

9. The form of Application and Certificate referred to in paragraphs 2, 7 - of -this Article shall be adopted
for use by the mester of Trade and Industry
S i
10. A busmcss entity with forelgn investment shall give the Munstry of Trade -and Industry 30 ‘days notice
prior to altering the share capital or the Memorandum or the Articles of Incorporation. The Ministry
of Trade and Industry shall examine such alterations accordmg to the procedures set forth i in this
: Art1cle and shall give its rulmg WIthm 30 days. S - SO

Article 13 Valuatmn of Tang1ble and Intang1ble Assets

1. The value of rancnble and mtanglble assets which wﬂl be contnbuted by the investors to the ~,hare
capital: of the: business'entity with foreign investment shall be ‘mutually agreed to by the investors and
be estlmated ina freely convemble currency -and in tugmgs on the basis of a common principle of

‘valuation. ! SRS : v

2. Conversion of tugrigs into a freely convertible currency shall be made at the rate of exchange fixed
by Mongol Bank and applicable at the time of valuation R fe

Article 14. Authority of the Ministry of Trade and Industry Relatmg to Implemcntatlon of Foretgn Investment
Policy.

The Ministry of Trade and Industry with regard to fore1gn mvestment pohcy shallbe ~ * authorized to:

(i) supervise the melementatmn of forexgn investment leg1slat1on
(i} request assessments referred to in paragraph 4 of Article 12 of the present Law
(iii) invite offers against tender projects involving foreign investment;
" (iv) make selections from proposed foreign investment projects;
(v) grant approval to or reject the establishment of a business entity with foreign investments;
(vi) suspend or terminate the operations of the busmess entlty w1th formgn mvestment
(vu) any other n,:,hts conferred by law

Article 15. Reglstratlon of Busme:ss Entmes thh Forelgn Investmem: e “ *_ a

S CE
1 Upon the granting “of- Certlﬁcate of Approval by the Mnmstry of Trade and Industry, the General
" Department of ~8tate Taxation shall register the bisinéss ﬁnnty thh forexgn mvestment and make the
registration public. i

2 Upon theé authorization by ‘the Muustry of Tradeand Industzy, ‘the Genetal Departrént of State Taxation
" shall registér ‘alterations to the share capital, to the Memorandumfor to the Art1cles of I.ncorporatmn of
the business entity with foreign investment, ettt S

Article 16. Suspension and Termination of Operations of Busmass Entmes Wlth Forexgn Investment '

1. The operations of a business entity with foreign investment shall be subJ ect to suspcnsmn or texmmatlon
on the grounds provided for by the Law on Business Entitie§ of Mofigolia. ' :

- 2:.1f the operamons of a ' business entxty fwith forelgn investment. are'found:td be'in violation of any of
assessments referred to in paragraph 4 of Article 12 of the présent Law;: ‘the Ministry”of Trade and

Industry may suspend or terminate the operations of such business entity with foreign investment.
ceee e e T ' T S L B - EES )

Article 17. Winding Up and Dissolution of Business Entities with Foreign Investment.



1. Within 14 days . from the date on which a resolution to suspend or terminate. the operations of the
business. entity. with foreign investment has been adopted, the business entity with foreign investment
shall submit this resolution to the Ministry of Trade and Industry.. .. : :

2. A business entity with-foreign investment which is under dissolution shall submit to the Ministry of

" Trade-and Industry statement of the appropriate authorities which certify completion of all its
payments and fulfiliment, in accordance with the laws of Mongolia, of its duties. to restore the natural
environment.

3. The Ministry of.Trade and Industry shail thereafter withdraw its authorization which had originally
approved the establishment of the business entity with foreign investment, and shall inform the
General Department of State Taxation of such annulment.

4, Upon the receipt of notice referred to in paragraph 3 of this Article, the General Department of State
Taxation shall remove the business entity with foreign investment from the state register and make
such removal public.

5. Should the operations of the business entity with foreign investment be terminated in preparation for
dissolution, the foreign investor shall be entitled to transfer its returns referred to in paragraph 4 of
Article 10 of the present Law upon completion of final accounts of the business entity concerned.

 Atrticle 18. Taxation.
1. A busmess cntxty w1th forelgn investment shall be subject to taxation under the tax laws of Mongolia.
2. Granting to foreign investors or to a business entity with fmeigﬁ ‘mvestment treatment more favorable
than that provided for by the tax laws of Mongolia shall be governed by the present Law and the laws
and regulations in force which are consistent with the preceding.. -
Article 19. Exemptions from Customs Duties and Sales Tax
1.Technological equipment and machinery which form a paﬁ of the share capital of the business entity
. with foreign investment shall not be subject to customs duties and sales tax, effective from the date of

approval by the Ministry of Trade and Industry of the establishment of the business entity with
foreign investment. - . .

L_L_f'j_t_n_L/ , Raw materials, components, spare parts and materials for production which will be brought in by

. business entities with foreign investment, except. those entities in trading and catering, shall not be

: >< ., subject to,customs duties for 5 years effective from the date of reglstratmn of the business entity with
the General Department of State Taxation. Y

Article 20, Income Tax Preferences.

1. A business,entity with foreign investment in any. of the folloWing areas shall be granted income tax
preferences as set forth below, effective from the date its production starts:

(i) power and thermal plants and their transmissioﬁ nethfk, highwﬁys, railways, aircargo and
engineering constructions and basic networks of telecommunications, shall enjoy 10 years of tax
exemption and 50 tax relief in the immediately following 5 year period;

(ii) miﬁing and processing of mineral resources (except precious metals), oil 'and. coal; metallurgy,
metal processing, chemical production, machinery, and electronics shall enjoy 5 years of tax
exemption and 50. % tax relief in the immediately followmg 5 year penod

2. Shou lda busmess ents.ty w1th foreign investment which is not referred to in paragraphl of this Article

export more than 50 per cent of its output, it shall be entitled to an income tax exemption for 3 years
and 50% tax reliefin the immediately following 3 year period.



3. A business entity with foreign investment which'is not refarred to in this Article, .may be granted
income tax preferences. Decisions in this matter shall be adopted by the State G'reat Hural on a case-
by-case basis upon presentation by the Government of Mongolia. =~ = " wvE

4. . Should aforeign investor reinvest its income in the same business entity: with foreign investment
which produced such income, the taxable income of the business entlty concemed shall be subject to
a deduction equal to the amount of such reinvestment. | AN

5. Ifthe activities of a business entity with foreign investment cover more than one of the areas referred
to in paragraph I of this Article, the income tax preferences to be’ granted to such a busmess entity
shall be in respect of the- main area of actmty

6. A business entity with foreign investment which has been established by purchasing shares or
securities sold by investment coupons under the Privatization Law of Mongolxa shall not be eligible
to preferences set forth in paragraph 1 and 2 of this Article.

Article 21. Use of Land by Business Entities with Foreign Investment.

1. Land shall be wused by the business entity with foreign investment on the basis -of a leasehold and
-:subject to conditions and procedures set forth in land laws of Mongolia. :

2. A lease shall contain the terms and duration of use, the measures to ensure the protection and restoration
of the natural environment to the original state, amount of annual ground rent, and the labilities of the
lessor and lessee.

3. A lease shall be made under the procedures set forth below:

(1) alease for the use of state-owned land by a wholly foreign-owned business entity shall be made
between the Mongolian land-owner and the foreign investor and be subject to authorization
thereto by the respective local Hural of Representatives and its Presidium;

(ii) a lease for the use of state-owned land by a business entity with foreign investment to which a
- Mongolian investor is-a participant, shall be made between the Mongolian land-owner and the
head of the business entity concerned and be subject-to authorization thereto by the respective
local Hural of Representatives and its Presidium;

{ii)A léase for the use of private frechold land by a business entity with foreign investment to which
'a Mongolian investor is a participant; shall be made betweer the Mon’golian land-owner and the
head of the business entity with foreign mve<Ment and be subj ect to authorlzatlon thereto by the
competent state authorities. S : .

4. Liabilities arising from a lease, referred to in paragraph 3 (if), (iii) of this Article, which'is entered into
by the head of the business enfity with foreign investment shall be bome by the Mongolian and the
foreign investor in proportion to their contributions to the share capital of the business entity.

5. The duration of any lease shall be determined by the duration of the operations of the business entity
with foreign investment. The initial term of a lease shall'not exceed 60 years. The lease may be
extended once for a'period of up to 40 yeaysf'under the' im'tial cenditio’ns of the 1ease.‘ :

6. If a business entity with foreign investment is dlssolved before the explratlon of the lease then the
lease shall be terminated at the same time.- ' DR SR

7. Leasehold land may be substituted or taken back for a specific state purpose.-Decisions concerning this
matter shall exclusively rest with the Government of Mongolia. Compensation for losses suffered by a
“foreign investor due to such action shall be effected without detay. The amount of compensation shall

be determined on the basis of the - value at the time of such substitution or transfer.

8. If leasehold land is used to the detriment of public health, the natural environment or the
interests of national security, then the lease shall be canceled.



Article 22. Finances, Loans, Accounts, Inspection.

[. A business entity with foreign investment shall conduct its activities related to finances, loans,
accounts and foreign currency operations in accordance with the laws of Mongolia.

2. A business entity with foreign investment shall keep its account books and balance sheets in
accordance with the laws of Mongolia.

3. The accounts and financial and business transactions of a business entity with foreign investment shall
be investigated by state financial inspection authorities or by chartered auditor in accordance with the
laws of Mongolia. A foreign auditing organization may be invited, if required

Article 23. Insurance.

A business entity with foreign investment may be insured by a Mongolian insurance agency in
accordance with the laws of Mongolia.

Article 24. Labour and Social Security Relations.

1. Business entity with foreign investment shall primarily employ citizens of Mongolia. Expatriates may
be hired for a job requiring special or high qualification. The Ministry of Demography and Labour
shall consider and decide this matter. :

2. Matters of labour and social security related to the citizens of Mongolia who are employed by the
business entity with foreign investment shall be governed by the laws of Mongolia on labour and
social insurance. '

3. Expatriates who are employed by the business entity with foreign investment shall be subject to
income taxation according to the laws of Mongolia and shall have the right to transfer their income

abroad after paying tax.

CHAPTER FOUR
MISCELLANEGCUS

Article 25. Settlement of Disputes
Disputes between a foreign investor and a Mongolian investor as well as between a foreign investor and a
Mongolian legal and natural persons shall be resolved in the courts of Mongolia unless provided otherwise by

the International Treaties to which Mongolia is a signatory or by a contract between the parties to the dispute.

Article 26. Effective Date of the Present Law
The present Law shall come into effect on July 1, 1993.

10 MAY 1993, ULAANBAATAR
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