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Abbreviation and definitions

ATA Auto Transportation Authority
BA Border army

BGD Bayangol district

BPGB Border Protection General Board

Business economic entity
income tax /CIT/

Business economic entity income tax per Mongolian law term, or
Corporate income tax

BzD Bayanzurkh district

CGM Cabinet office of the Government of Mongolia

CHD Chingeltei district

Cs Civil Society

CHR Republic of China

CPD Criminal Police Department

CRK Civil Representative Khural

PSA Product Sharing Agreement

PWYP Publish what you pay

DRCSBO Department of Revenue control, State budget Office
ED Environmental Department

EITI Extractive Industries Transparency Initiative

ERD Environmental Resource Department

ERP Environment restoration pledge

ERF Environmental Resource Fund

FCAA Foreign Citizenship Affairs Agency

FED Finance and Economic Department

FEMR Fee for Exploitation of mineral resources (royalty fee)
FEPRA Finance and Economic Policy Regulation Authority
GAM Geologist’s Association of Mongolia

GMCDMRA Geological and mining cadastral department of Mineral Resources
GO Governor’s Office (Aimag, Capital. Soum, District)
GOM Government of Mongolia

GPA General Policy Authority

IAM Implementing Agency of Government of Mongolia
IFAC International Federation of Accountants

IFRS International Financial Reporting Standards

ISA International Standards on Auditing

JSC Joint Stock Company

LG Local government

LPE Local property entity

LLC Limited Liability Company

LSWA Labour and Social Welfare Agency

LRCG Land Regulation, construction and geodesy department
MASD Medical Authority of Songino Khairkhan district

MCO Mongolian Customs Office

MEITI Mongolia Extractive Industries Transparency Initiative
MFA Ministry for Foreign Affairs

MM Ministry for Mining

MMRE Ministry of Mineral Resources and Energy

MNCCI Mongolian National Chamber for Commerce and Industry
MEGD Ministry of Environment and Green Development
MNMA Mongolian National Mining Association

MNPRT Mongolian National Public Radio and Television

MNT Mongolia national currency called “togrog”

MOF Ministry of Finance Mongolia

MONICPA Mongolian Institute of Certified Public Accountants
MRAM Mineral Resources Authority of Mongolia

MSDMRA Mining survey department of Mineral Resources Authority
MTA Mongolian Tax Authority
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NC National Council

NFCM The National Forensic Centre of Mongolia
NCSM National Centre for Standard and Measurement
NEA Nuclear Energy Agency

NEMAM National Emergency Management Agency of Mongolia
NGO Non-Government organization

NSOM National Statistical Office of Mongolia

OTR Office of Transport Regulation

PAM Petroleum Authority of Mongolia

PCSC Physical culture and Sport’'s Committee

PD Office of the President

PIT Personal Income Tax

RCMC Research Centre on Maternal and Children
RET Real Estate tax

RF Russian Federation

SBD Sukhbaatar district

SKhD SonginoKhairkhan district

SPC State Property Committee

SPIA State professional inspection agency

SSIGO State General Office for Social Insurance
TASMV Tax on automobile and self moving vehicles
WT Windfall tax

USA United States America

usb United States dollar

VAT Value added tax

VEA Vocational Education Authority

WG Working group (MEITI)

SOE State owned Entities, including Industrial factories
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Hart Nurse Ltd and Ulaanbaatar Audit Corporation were appointed by the Mongolia Extractive Industries Transpar-
ency Initiative Secretariat to undertake the Sixth EITI Reconciliation for Mongolia, for 2011 and to prepare a Report
on this Reconciliation (“Engagement”) and conducted the contract.

The Engagement was undertaken in accordance with the International Standards on Related Services Applicable to
Agreed-upon Procedures Engagements (ISRS4400) published by the International Auditing and Assurance Stan-
dards Board. The procedures performed were those set out in the Terms of Reference except where stated other-
wise in this report including its appendices.

We report our findings in the accompanying report including its appendices. Because the procedures were not de-
signed to constitute an audit or review made in accordance with International Standards on Auditing or International
Standards on Review Engagements, we do not express any assurance on the transactions beyond the explicit
statements set out in this report. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

Our report is for the purpose of informing the Multi-Stakeholder Working Group and National Council on the matters
set out in the terms of reference.

This report relates only to the subject matter specifically set out herein and does not extend to any financial state-
ments of any entity taken as a whole.

Hart Nurse Ltd Ulaanbaatar Audit Corporation LLC
Chartered Accountants
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1. INTRODUCTION
This is the report on the Mongolia Sixth EITI Reconciliation for the year 2011.

Mongolia was designated as an EITI compliant country by the EITI Board on 19 October 2010.

Our report is for the purpose of informing the Multi-Stakeholder Working Group and National Council on the matters
set out in the terms of reference.

The report comprises: Part | — Report together with main appendices
Part Il — Appendices (Adjustment tables and disclosures of 200 companies)
Part Il — Appendices (Others appendices related to the report)

The Part |, Report together with main appendices, is produced in hard copy and the Part Il and Part 11l is available in
CD and enclosed in Part I.

1.1 Objective

The objective of the Engagement is to ensure, in compliance with the EITI Rules (2011), the transparency and credi-
bility of the payments and receipts between government and companies in the mining and oil sectors in Mongolia. To
this end, the Engagement entails an analysis and reconciliation of material payments and receipts in the fiscal year
2011 in the mining and oil sectors together with additional reporting on specified aspects of performance of the ex-
tractive sector.

1.2 Participants in the EITI Reconciliation

1.2.1 Government

Templates for information from central government departments were provided by the Ministry of Finance. The cen-
tral government departments participating in the Sixth EITI reconciliation were:-

e  Ministry of Finance

e  Tax Authority

e  Ministry of Environment and Green Development (formerly, of Tourism)
e Mineral Resources Authority

e  Petroleum Authority

e Customs Office

e Labour and Social Welfare Service Agency
e  State Professional Inspection Agency

e  General Authority for Social Insurance

e  Mongolian Nuclear Energy Authority and

e  State Property Committee.

During the reconciliation, official letters were sent to these entities requesting to clarify reasons for initial differences.
The letter specified that reply information must be received within 5 working days. Appendix E a,b shows reply
cases, and information of officials those cooperated and contacted with us during the reconciliation.

In addition, official letters were sent to governors of the capital, aimags, districts and soums, and these have pro-
vided information. A full list of the Covered Entities is included at Appendix F.

1.2.2 Companies

200 companies, identified by the Ministry of Finance as having made covered payments in excess of 40 million MNT
were included in the reconcilation.

A full list of the Covered Companies is included at Appendix B, and the companies’ information is included at Appen-
dix G.

1.3 Structure of the report

The report contains:-
a. An Executive Summary
b. A brief overview of the extractive sector in Mongolia
c. Our approach to undertaking the Engagement
d. An aggregation of the financial and in-kind benefit flows (payments and receipts) :
i reported initially to the MEITI Secretariat
ii. After reconciliation of the initial differences, to the extent this was possible based upon the information
and explanations provided by Covered Entities
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e. Unresolved differences, with information about the type of receipt/payment involved and the Covered Entities
whose reported figures remain un-reconciled.
f. A summary of issues arising noticed during the Engagement

Recommendations for improvements in transparency and EITI processes and

h. Full details of initial differences, adjustments made and unresolved differences, analysed by company and by
type of financial flow, are contained in Appendices, together with other supporting information.

1.4 Acknowledgement

The Consultants would like to express sincere thanks to team of the MEITI Secretariat, led by Mr. Tsolmon Sh, for
supporting and assisting us with organisation of meetings with major officials from the government and its various
organizations and agencies, as well as with mining companies; and for sending and receiving official confirmation
letters to/from these parties.
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2.

EXECUTIVE SUMMARY

2.1 Introduction

Mongolia Sixth EITI Reconciliation Report has been satisfactorily completed starting from 6 August 2012 to 12
November 2012. During the reconciliation, two presentations were made to the Working Group.

2.2 Flows for 2011

The aggregate financial and non-financial flows to Government, as reported by Government and confirmed through
reconciliation, together with initial differences that aggregated to 2,150,734 million MNT, are set out in the following
table. During the reconciliation, 330.2 billion MNT of added adjustment was made on the government’s figure and
807.6 billion MNT on the companies’ figures, as reconciliation revealed corrections that were required to template
data reported by government and by companies.

(in million MNT)
Initial reconciliation L Adjustment After adjustment Unre-
Financial flows Initial solved
Government Companies difference Govern- Companies Govern- Compa- differ-
ment ment nies ence
Taxes, fees, charges and divi-
dends to state organizations 1,757,684 1,260,098 497,586 298,423 795,859 2,056,106 2,055,957 150
. Taxes, fees 1,501,661 970,963 530,698 (168,719) 361,935 1,332,942 1,332,897 45
. Charges, and service charges 35,163 19,961 15,202 1,809 17,135 36,972 37,096 (124)
. Social and health insurance fee 64,030 51,917 12,113 1,982 13,926 66,012 65,842 170
. Charges, service charges 31,868 22,525 9,343 1,264 10,561 33,132 33,086 46
1.5 Dividends to state property 45,144 45,102 42 0 42 45,144 45,144 -
. Government receipts, others 78,352 23,761 54,591 461,469 516,060 539,821 539,821 -
1.7 Penalties 1,466 125,870 (124,404) 618 (123,799) 2,085 2,071 14
Taxes, fees, charges and divi- 56,043 56,590 (547) 10,521 10,056 66,564 66,646 (82)
dends to locals
Taxes 4,712 26,452 (21,740) 138 (21,588) 4,850 4,864 (14)
Fees 16,306 27,396 (11,089) 9,866 (1,177) 26,172 26,219 (47)
Charges, and service charges 49 356 (307) 398 106 448 463 (15)
Dividends to local property 34,917 2,116 32,802 2 32,804 34,919 34,919 -
Penalties 58 270 (212) 117 (88) 176 182 (7)
Other fees and expenditures 6,747 26,232 (19,485) 21,317 1,973 28,064 28,206 (142)
Advanc_e to cost of environment 999 1,679 (680) 257 (419) 1,256 1,261 4)
3.1 protection
Donations, supporting to state
3.0 organizations 5,748 24,553 (18,805) 21,059 2,392 26,807 26,945 (138)
Donations,
321 supporting to Monetary 5,266 15,032 (9,766) 15,187 5,517 20,453 20,549 (96)
322 ﬁg";i organiza- -\ 5. monetary 482 9,521 (9,039) 5,873 (3,125) 6,355 6,396 (42)
Total 1,820,474 1,342,920 477,553 330,261 807,888 2,150,734 2,150,809 (75)

2.3 Principal reconciliation items

The value of changes arose principally from the following main types of issues:

1.

Article 3.2.4 of Law of Mongolia on “Human Development Fund” stipulates that “...certain part of prepayment
and/or loan received in use of mineral ores which are strategically significant would be source of this fund”. Ac-
cording to this law the Human Development Fund of Mongolia has received 125.4 billion MNT from Oyu tolgoi
LLC, and 336.1 billion MNT from “Erdenes tavan tolgoi” LLC. A difference occurred since the government did
not report these prepayments in its EITI report.

Oyu-Tolgoi LLC reported USD100 million (MNT125.4 billion) classifying as a penalty. “Erdenes tavan tolgoi” JSC
missreported 336.1 billion MNT, which was paid to the government, of prepayments in its initial report. There-
fore, these amounts were adjusted being added into this reconcialtion report with consideration of that they were
payments to the government as indicated in the EITI’s regulation.

Many discrepancies were caused by incorrect completion of reporting forms by government organizations and
companies.

For Taxes, Government reported PIT of 4.2 million MNT, and company reported PIT of 22,300 million MNT. Dis-
crepancy was 22.296 million MNT because both parties reflected personal income tax which is not financial flow
to be reflected in EITI reports.

Further initial discrepancy was caused by Government failure to report benefits streams received by local gov-
ernment.

18 companies uninvolved in Government report and 58 companies failed to submit their report to EITI were in-
cluded in the list of 200 companies, which were selected for reconciliation. This influenced materially to initial dif-
ference. During the reconciliation, we resolved significant initial difference through contacting relevant govern-
ment organizations and companies failed to submit EITI report and requesting them to prepare EITI report and
to provide detailed information.

2.4 Reconciliation process

The process of reconciliation was arduous for reasons that included the following:

1. The Working Group and MOF decided on a list of 200 companies under negotiation.

The list includes companies whose licenses had been transferred to other companies, and suspended:
Sinchi Oil LLC (fuel Distribution Company) and Eermel LLC (garment company). Oh the other hand, it did
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not include companies such as Bayarconstruction LLC, DBTX LLC, Nikuairo LLC, Richfluirit LLC, and
Selengeminerals LLC that hold more than 10 licenses each but were not included on the list, However, they
each made payments ranging from 98 million to 130 million MNT.

The process by which the Working Group settled the list of companies is unclear. The National Council de-
cided that companies made payments exceeding 40 million MNT should be included in the reconciliation.
We understand the Tax Authority produced a list of 518 such companies. Only 200 companies have been
selected for reconciliation.

2.5 Other surveys

1 The reconciliations suggest that Order No.45 of Minister of Finance, Mongolia, of 2010 is not imple-
mented. (See Paragraph 7.1 of this report and Appendix H a,b)

2 The study of the implementation of International Financial Reporting Standards (IFRS) amongst report-
ing companies indicated that only 12.5% of companies apply all international financial reporting stan-
dards. (See Paragraph 7.2 of this report and Appendix I).

3 74.5 percent or 149 of companies which covered in the Reconciliation provided a “Management repre-
sentation letter”. (See Paragraph 7.3 and Appendix J).

4  Environmental Protection and Remediation Reports were submitted by only 83 companies. Only 6
companies undertook protection measures and these on average exceeded the planned activity. (See
Paragraph 7.4 of this report and Appendix K a,b)

5 A survey of the implementation of mining activity plans was responded to by only 128 companies.
These indicated that plans had on average been partially implemented. (See Paragraph 7.5 of this re-
port and Appendix L)

6 Data was collected on Mining licenses and Exploration licenses in issue. At the end of 2011, there were
398 mining license and 545 exploration licenses held by 187 companies which covered in the Reconcil-
iation. 13 companies operate oil activity. (See Paragraph 7.6 of this report and Appendix M a,b)

7 10 companies of the biggest 20 companies which hold more licenses than rest of the 200 companies
involved in the reconciliation are foreign invested companies. (See Paragraph 7.6 of this report and
Appendix M a,b)

8 Out of covered 200 companies, only 21 equal to 10% conducted contracts with locals. (See Paragraph
7.8 of this report and Appendix N)

9 Preparation of information by the companies are fragile in quality, and approaches to preparation of the
reports is weak, just like for only for named for submitted the EITI report. (See Paragraph 7.9 of this re-
port)

10 In determining and making adjustment, we clarified and received information from related ministries,
agencies, state and local organizations. (See Appendix T).

2.6 Recommendations

We have noted issues that arose in the course of the reconciliation and have made recommendations for each. As
follow:
We observe that a number of recommendations made in previous years had not been implemented.

We have classified our recommendations as to:
e Technical recommendations regarding the reconciliation (8.1)
e Recommendations to improve the administration of the reconciliation (8.2)
e Observations on the extractive sector (8.3)

Regarding the reconciliation, it is notable that the initial difference (arising from the first comparison between
government reports and company reports) has not changed much over the past six years whereas an improvement
should have been expected, due to government and companies learning from past mistakes. We have drawn
attention to the reasons underlying the initial difference and suggested how they can be addressed.(
Recommendation 8.1.1)

Government does not include any local payments on its initial report. There seems to be no suitable system for
collecting reports from Aimags and Soums and aggregating them centrally: a system is required. (Recommendation
8.1.1)

Transactions that are large unusual are not being captured, due to the design of the reporting template. For example,
the advance payments under the Oyu Tolgoi investment agreement. There is no suitable nomenclature on the
reporting form. EITI Requirements 9(a) applies. Consideration should be given to allowing a catch-all line to the
template, as the nature of such transactions cannot always be foreseen. (Paragraph 8.1.2)

We recommend that the reconciliation should be refocused on the most material payments. The National Council
decided in 2010 that every transaction over 10,000 MNT (US$ 7) should be reconciled. This has resulted in large
numbers of small payments being included without apparently adding much value or usefulness to the overall view
shown by eventual gross income or the understanding of the reconciliation differences. We suggest that the National
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Council reconsider and raise this limit. Taking into account the sensitivity of certain items, such as Donations, limits
might be set at different levels for different line items.

Two companies are on the list of companies to be reconciled which however informed us that they do not have any
extractive license. They told us that they had transferred their license before 2011. If correct, this raises a question
as to how they came to be included on the list, which, we understood, was based on the MRAM database of license
holders. It points to a need to check the accuracy of the MRAM database and the procedure for registering the
license transfers. (Paragraph 8.1.9)

For 2012, we are aware that a decision has been taken to include contractors within the scope of reporting. If this is
to operate smoothly, the Working Group will need to give attention to a number of practical issues that we have
itemised. (Paragraph 8.1.4 and 8.1.10)

The recording of donations by government is an area of difficulty. A better procedure is required for companies and
government to agree on the value to be attributed to donations in kind. There seems to be a widespread failure of
government to record monetary donations, which is a violation of Ministerial Order No 45 of 2010.( Paragraph 8.1.8)

The most disturbing cause of initial differences, and indeed of remaining unresolved differences, is a lack of
commitment from some companies and from government to accurately and completely reporting relevant
transactions. It was noticeable this year that government officials were distracted by the ongoing election process
and company personnel were occupied with field exploration and mining activities during the months when the
reconciliation was being undertaken. From government, we were, for example, presented with large quantities of
unsorted data instead of proper responses to our enquiries.

It is clear that the systems for preparing EITI reports are not in place in either government or in many companies —
the process has not been mainstreamed. The lack of systems means that a special exercise is required each year to
extract data from systems that were designed for a different purpose. This is not only hard work but is also means
that the quality of the reports is highly dependent on the individual personnel who do this work, and controls that
should be routinely exercised over the accuracy of the data are largely missing.

There is company disquiet at the amount of information that is being requested (which is related to the low threshold
for transactions to be included) and the amount of work required to locate documentation we required (again, relating
in many instances to low monetary values) in respect of transactions that have to be verified because the
government has omitted them from its reports. Company officials raised, perhaps rhetorically, the nevertheless
important question of the purpose of the work. The fact that an annual national EITI report, that has absorbed so
much collective effort in preparation, does not appear to lead to anything is an important strategic issue for the
National Council: it is necessary to revisit the original reason for embarking on EITI and take the EITI process
forward positively in the interests of the people of Mongolia.

3. THE MONGOLIAN EXTRACTIVE SECTOR

Mongolia has rich natural resources and the country’s gold and copper reserves are believed to be among the larg-
est in the world. The estimated value of total reserves in Mongolia is US$1.3 trillion, including 1,170 mineral deposits
and 7,654 occurrences that have been identified to date. These occurrences include over 60 types of minerals, pri-
marily including copper, gold, coal, molybdenum, iron ore, uranium, tin, tungsten, silver, zinc and fluorspar

The following changes are occurred in the extractive sector compared with previous year:
e Coal extraction (increased by 22.6%),
e Extraction of oil and gas (increased by 16.8%),
e Extraction of metallic ore (increased by 4.1%),
e  Other mineral extraction (reduced by -14%),
Processing industry sector:
e  Ferrous industry (reduced by -9.2%),
e Coke, actinogen fuel production (increased by 34.1%).

Main mineral production in years 2009-2011 was as follows:

Commodity Metrics 2009 2010 2011
Coal Thousand ton 14 442.1 25161.9 32 029.7
Oil Thousand barrel 1870.0 21814 2548.9
Copper concentrate at 35% Thousand ton 370.9 357.1 347.4
Molybdenum concentrate at 47% Ton 5125.0 4677.1 4163.1
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Commodity Metrics 2009 2010 2011
Gold kg 9803.3 6 037.1 5702.6
Fluoride Thousand ton 628.3 727.0 658.7
Fluoride concentrate Thousand ton 115.3 140.7 116.4
Iron ore Thousand ton 1379.0 3203.2 5678.3
Zinc concentrate Thousand ton 1415 112.6 104.7
Thousand cubic
Tungsten concentrate 38.6 19.9 12.6
meter
Salt Ton 5.0 - -
Information source: National Statistical Office of Mongolia
Volume of export for years 2009-2011 was as follows:
_ _ 2009 2010 2011
Commodity Metrics Quantity Amount Quantity Amount Quantity Amount
Ton 11 308,473 5 178,339 3 113,047
Gold
Thousand ton
Copper concentrate 587 501,924 569 770,594 573 963,596
Molebdynem ore and Thousand ton
concentrate 7 50,309 5 51,989 4 46,394
Fluoride ore and concen- Thousand ton
trate 314 48,224 406 68,825 404 94,877
Melted copper and fluoride | Ton 2,321 11,850 2,800 20,357 2,361 21,028
Iron ore Thousand ton 1,598 88,770 3,564 | 253,825 5,753 437,328
Th
Coal ousand ton 7113 | 306,301 | 16,726 | 881,998 | 21,106 | 2,250,046
) Thousand barrel
Unproduced oil 1,939 115,633 2,071 154,386 2,541 252,192
Th dt
Zinc ore and concentrate ousand fon 151 122,494 120 134,135 121 142,678
1,553,977 2,514,449 4,321,186

Information source: Ministry of Mineral Resources and Energy

In future years, such data would be more useful if the government could provide the quantities for specific grades of
ore, the percentage of concentration or the contained percentage of refined product. The present data are difficult to

interpret.

Coal

Mongolia extracted 30.9 million tons of coal in 2011, of those 21.2 million tones was exported. Coal export repre-

sented 40 percent of total export. Total export reached USD4.8 billion.

Information of coal export of the companies such as Erdenes Tavantolgoi JSC, Energy Resource LLC, Tavantolgoi
JSC (51 percent of its shares are Local Property) operated in Tavan Tolgoi Coal Deposit located in Tsogttsetsii soum
of Umnugovi aimag, and Mongolyn Alt (MAC) LLC, Chinkhua-MAC-Naryn Sukhait LLC and Southgobi Sands LLC
operated in Gurvantes soum is illustrated below:

Coal export information

(In thousand tons)

Volume of export Increase
Ne Company _compar_ed
2009 2010 2011 with previous
year
1 Energy Resource LLC 1,400.0 4,100.0 4,633.9 533.9
2 Tavan Tolgoi JSC 2,800.0 4,000.0 6,064.7 2,064.7
3 Erdenes Tavan Tolgoi JSC 280.8 280.8
4 Mongolian Alt MAC LLC 1,371.9 5,200.0 5,285.0 85.0
5 Chinkhua MAC Naryn Sukhait LLC 740.9 1,820.0 1,775.6 (44.4)
6 South Gobi Sands LLC 1,327.4 2,500.0 3,088.4 588.4
Total 7,640.2 17,620.0 21,128.4 3,508.4

Information source: Mineral Resource Authority of Mongolia
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Copper

Erdenet Mining Corporation (EMC) runs the largest Mongolian copper mine in production. The deposit is among the
world’s 10 largest copper-molybdenum porphyry mineralisation areas and in 2010 it alone accounted for about 12%
of GDP and all copper ore and concentrate production.

Oyu Tolgoi is the largest undeveloped copper and gold deposit in the world, with deposits three times greater than
EMC. Oyu Tolgoi is a Joint Venture of Government of Mongolia, lvanhoe Mines LLC and Rio Tinto Group. Rio Tinto
has led this project since October 2010 and the company owns 48.5% of total shares of lvanhoe Mines LLC.

In 2011, average price fluctuation for 1 tone copper was USD 8885.1 because of economic stability and it was more
by USD 2902.0 than the expected price; average price for 1 ounce gold was USD 1573.18; this allowed depositing
revenue which exceeded budget stability in accordance with Mongolian Law on Budget Stability

In 2011 MNT 241.0 billion was paid to Budget Stability Fund; of those 81.5 percent was paid by Mongolian and Rus-
sian Joint Erdenet Mining Corporation LLC that exports copper concentration.

Copper price diagram for year 2011 at the London Exchange as follows:

15000
10000 9745 9885 9428 9320 9215 9430 9830 9275 299078857600
5000
0 T T T T T T T T T T T )
SRR R R R R R R
,»\'\r '\,\N %\'\r b‘\'\r (9\'» ‘o\\' /\\'\, \> \> Q\'\r N\'\r 'Q’\N

Gold

Mongolia extracted gold about 9.8 tones, 6 tones and 5.7 tons in 2009, 2010 and 2011 respectively. Mongolian gold
extraction represented 0.2% of total world gold extraction. This represented 0.6% in 2008 and 0.4% in 2009.

As of January 1, 2011, Mongolian mineral resource reserve record registered 540 gold placers with reserve of
205.25 tones and 50 gold deposits with reserve of 1278.2 tones.

Gold price diagram for year 2011 at the London Exchange as follows:
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As per forecasting, the gold production would increase when Oyu Tolgoi starts its activity and exploits 544,000 ton of
copper, 650,000 ounce of gold and 3 million ounce of silver yearly.

Oil
Mongolian oil mining activity is carried out in compliance with Product Sharing Agreement approved by Government
of Mongolia.

Main principle of the Product Sharing Agreement is that contractors should provide full investment required for oil
exploration activity and be responsible for its all risk. When they extract oil, they should pay royalty fee to Govern-
ment of Mongolia.
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Remaining up to 40 percent of oil should be used for covering expenses incurred during exploration and mining; oil
remained of this should be shared with Government of Mongolia depending on volume of daily extraction under
Product Sharing Agreement.

Totally, 28 oil exploration areas were discovered in Mongolia:
22 oil exploration areas for 1990-1992,
2 oil exploration areas were discovered in 2001
1 coal methane gas exploration area was discovered in 2005
3 oil exploration areas were discovered in 2007.

Tukhum LLC’s exploration area X was divided into section as north and south; Productlon sharing contract 1997 was
concluded in some area of Tsagaan els Xlll and Zuunbayan XIV and it become 30" exploration area. 14 contractors
conduct oil operations in 18 oil exploration fields under Production sharing contract.

Uranium

There are large uranium deposits in Mongolia, with estimates of reserves being between 30 and 62 thousand tons.
At present, Mongolia does not export any uranium.

Khan Resources LLC had two exploration licenses for uranium mines in the Dornod aimag of Mongolia. The main
deposit produced sporadically from 1988 to 1995. However, since 1995, no further mining has occurred in the area.

The Dornod uranium deposits are included in the list of the fifteen national ‘strategic deposits’, the implications of that
are outlined below.

Strategic Importance

According to the Minerals Law (2006), a deposit is considered to be strategically important, if it:

* Influences Mongolia’s national security, economic and social development

+ Contains minerals that have strong international demand

* Yields annual revenues exceeding 5% of GDP

If a deposit is identified as strategically important, the government may acquire 34% of ownership rights from the

license holder, if the exploration work has been financed purely with private funds, and up to 50% of ownership
rights, or if the exploration work has been financed partially with state funds.

Deposits of Strategic Importance

- An ;URVANBULAG

TUMURTEI
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v

i e igaa

NARIIN
SUKHAIT

TAVAN TOLGOI

OYUTOLGOI TSAGAAN SUVARGA

Source: Mineral Resource Authority of Mongolia
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List of Strategically Important Mineral Deposits:

Deposit Name Mineral Type Reserves (1000 tons) Composition

Nariin Sukhait Fossil Coal 126,000 | -

Baganuur Brown Coal 600,000 | -

Erdenet Copper, 1,200,000 | 0.51% Cu and 0.012 Mo
Molybdenum

Gurvan Bulag Uranium 0.0161 | -

Oyu Tolgoi Copper, Gold 26,300 (Cu) 0.019 (Ag) | -

Tavan Tolgoi Fossil Coal 6,400,000 | -

Shivee Ovoo Brown Coal 646,000 | -

Mardai Uranium 0.0011 | -

Mornod Uranium 0.0289 | -

Tomortei Iron 229,000 | 51.15 Fe

Tsagaan Suvarga Copper, 10,600 | 0.42% Cu and 0.011 Mo
Molybdenum

Burenkhaan Phosphor 192,000 | 21.1 Phosphor

Tumurtein Ovoo Zinc 7,700 | 11.5% Zn

Asgat Silver 6,400 | 351.08g/ton Ag

Boroo Gold 0.025 | 1.6g/ton Au

Source: Mineral Resources Authority of Mongolia
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4. APPROACH
4.1 Scope of the reconciliation

Hart Nurse Ltd and Ulaanbaatar Audit Corporation LLC (“the Consultants”) were required to undertake the work set
out in the Terms of Reference for the Engagement.

4.2 Restrictions/Concept of the work

Unless noted in our report, the reconciliation has been carried out on a cash accounting basis, with both monetary
and in-kind payments taken into account.

In conducting our work, we have relied upon the completed reporting templates, information and explanations ob-
tained from Covered Entities. No representation is made as to the accuracy or completeness of such information
which was provided by government and companies.

If there are material receipts and payments omitted from the reporting templates of both paying and receiving enti-
ties, our work would not have been sufficient to detect them. Any such receipts or payments which were omitted
would not therefore be included in our report unless they came to our attention through other means.

This report is prepared both in English and Mongolian language. If there should be any differences or contradictions
between the English version and the Mongolian version, the English version will prevail.

Our report incorporates information received up to 12 November 2012. Any information received after this date might
not, therefore, have been included in our report.

4.3 Covered Entities

A. Companies
For the 2011 reconciliation, 301 companies submitted their report to MEITI.

The MOF issued a report for 2011 covering 518 companies, showing receipts by the government from these compa-
nies under the headings used in the templates approved by the MSWG for use in the 2011 EITI reconciliation.

In accordance with the EITI Rules (Requirement 18(b)(ii)), the EITI reconciliation report should include all licensed or
registered companies involved in the extractive sector exploration and production, noting which companies partici-
pated in the EITI Reporting process.

Government maintains different lists for different purposes; in particular, there is a list of companies holding licenses
that is maintained by the MRAM and there is a separate list of companies maintained by the Ministry of Finance for
taxation purposes. These lists are not identical, as they were prepared for different purposes, and the MOF list is
used for the purpose of determining which companies should be reconciled. The MEITI secretariat is undertaking a
review to determine more accurately the differences between the lists and to determine whether additional compa-
nies should participate in the reconciliation in future years.

B. Government covered entities

The Government Departments, Aimags, Soums and other government agencies/organisations are the “Government
Entities”.

4.4 Materiality

The National Council has defined the material flows that should be reported by companies as follows:

As per resolution of 7" National Council Meeting of MEITI of 24 June 2010, the reconciliation is required to cover all
taxes, payments, fees, charges and other payments which are more than MNT 10,000. This is equivalent to about
US$ 7. Consequently, a large number of low value transactions are included in this report.

As per resolution of National Council Meeting of MEITI of 8 May 2012, 200 companies were selected to be covered
under the reconciliation of year 2011. These companies’ reported payments to the government in excess of 40 mil-
lion MNT for 2011 and these are the “Covered Companies”.

The WG has issued no guidance on materiality in respect of discrepancies between reported payments and receipts.

4.5 Reconciliation approach and methodology

The approach we have adopted for the reconciliation is summarised below:

e Gained a thorough understanding of the EITI procedures established for Mongolia through discussions with the
Mongolia EITI Secretariat and review of relevant documents, including in particular the accounting principles and
treatments established for the reporting templates.

e  Obtained initial templates from the MEITI secretariat

e Compared company and government templates and computed the Initial Differences

e Prepared schedules incorporating the information reported by Covered Entities and adjusted these returns to
remove items which were incorrectly included (e.g. personal income tax ) or miss-stated (e.g. reported in MNT
rather than MNT’000 as required)
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Liaised with both Company and Government Departments to resolve discrepancies, including verification of evi-
dence for all items adjusted.

Documented and explained all the adjustments made during the reconciliation
Reported unresolved differences and provided respective recommendations.

4.6 Interrelations of the work flow for discrepancies
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4.7 Methodology

Data has been reported by companies on EITI Mongolia Template 1.

Template 1 is divided into 2 sections namely:

Section 1: Scope 1 consists of 2 main parts and the first part was stated cost of goods and sales amounts
both in unit and currency monetary unit of mining companies. The Second part included taxes,
fees, Dividends on state and local property, other payments to recipient Government, Donation to
Governmental organisations, Costs disbursed for environment protection, paid by foreign and do-
mestic companies to state and local budget, and

Section 2:  Revenues and profit flow (voluntary basis) (not within the scope of this report)

Excel spreadsheets were used to match taxes and fees paid by companies to government and local budget recorded
for each Indicator on the template supplied by each company (EITI Template 6) with those recorded on each com-
pany’s consolidated report prepared by government organisations (EITI Templates 1, 2&3).

All discrepancies arising were tabulated and analysed.

The compilation of the consolidated figure(s) on EITI Template Nel,2 & 3 was checked from information provided on
EITI Templates Ne6 by each Government organisation and Taxation authority.

The following were performed for each significant discrepancy:

Detailed reconciliations were requested as necessary from relevant Government Organisations and Taxation
Authorities (detailing the dates and amounts of receipts making up the amount disclosed on Template 2) and
used to match with reconciliations of payments made by companies in order to identify the details of, and where
possible explain, the discrepancy as detailed below,

After considering the number, size and type (indicator) of the discrepancies that occurred for a particular com-
pany using our professional judgement based on whether the figures on Template 1, 2, & 3 reported by the
companies had been audited, we:-

» Reviewed the validity of data contained in MEITI Template Nel. We identified the items making up the dif-
ference. Depending on the nature of the item, this involved checking from source documents, analytical
review or independent confirmation.

» Requested the relevant company to provide a copy of their reconciliation (workings detailing the payment
dates and amounts) supporting the calculation of the payment figures they included on EITI Template
Nel, 2& 3.

» If insufficient explanation was provided in the detailed information supplied by the company, we sent
protocols in respect of each unresolved difference to relevent government entities in order to obtain an
explanation of the difference and its causes.

Where the process did not resolve the manner in which the discrepancy (ies) should be corrected, joint meetings
were held with the company and relevant government organisation to agree a solution.

Discrepancies identified by the matching process have been classified by type / nature once the reasons for the
discrepancy (ies) have been identified (or if necessary as unresolved) in order to highlight any common issues
which occurred in the preparation of the Templates and the EITI process.
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4.8 EITI participation chart

GOVERNMENT ENTI-
TIES’ RECEIPT EXTRACTIVE COM-

(MOF, MTA, MNET, MRAM, PAM, PANIES’ PAYMENTS

MCO, LSWA, SPC, GDSI, SPIA,

NEA, Governor’s ofﬁcz)mit templates Submit templates

\

Mongolia Extractive Industries Transparency Initiative
Receive templates

CONSULTANTS

Reconcile, adjust &
explain differences

MEITI RECONCILIATION REPORT

Using and decision-making

NATIONAL CIVIL SOCIETIES EXTRACTIVE COM-
COUNCIL, WORK- (NGO, UNION, ASSO- PANIES, STAKE-
ING GROUP CIATION) HOLDERS
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Taxand |/
fee |,

Bervice —

Fees [——

Carporate income tax

Fee and extra fee for exploitation of mineral resources

"windfall tax
Payment of air pollution

Real estate tay
Taw on automobile and zelf maving vehicles

alue added tax

Mongoalian Custams Office

Excise tax on vehicle's gasoline and diesel fuel

Taw on vehicle's gasaline and diesel fuel

Customs zervice fee

Stamp fee onlicenzing of construction, modification, renovation, decommizsioning of nuclear equipment

Stamp fee onlicenzing of possession, utiization, zale, impaort, export, transpart of nuclear substance, dumping treatment after utiization

Stamp fee for licenzing import, expart, transport of nuclear minerals, dumping and reclaimation of nature after utilization

and revenues.

Stamp fee forlizensing possess, utlization, sale, montage, place, rent, produce, decommission, demaontage, store, transpart, impart, export of nuclear generatar, dump treatment, deactivate and ather related activities,

Social and health insurance charges paid from entity

Lizense fee for enplaitation and explaration of mineral resources

Payment for deposit, explaration of which was carried out by the Gavernment

Senvice fee for foreign experts and workers

Bionusz after signing contact fonly wear of contract!

Bionus for commensement of production according to product sharing agreement

Biarws for training accarding to product sharing agreement

Field depasit according to product sharing agreement

Admin seice charges accarding to product sharing agreement

Fee far supparting field office according to praduct sharing agreement

Petrolium income per Government according to product sharing agreement

Government bond

Landfee

ter yzee fee

Fee for forestry uze and fire wood

Fee for use of mineral resowrces of wide spread

Fee for recniting foreiqn experts and warkers

Suppartz received bazed on product sharing agreement

Licence fee for ewplaitation natural resources except mineral resources

Stamp fee collected in Jocal bugdst

semvice charges paid to local administration

Manetary and non cash donations to Government orqanizations

Dividends on lozal state property

L

| Penaltutransferred tolocal bydae
Penalty transfered to state budget

Sitamp fee paid to ministries and state administration agencies

Senvice charges paid to ministies and state administration agencies

Dividends on state property

In- kind contribution at rate of 3034 to Environmental protection special account
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4.9 Covered companies

The 200 companies included in EITI Report were classified by their minerals as shown below:

Company core operations

H Gold

m Coal

W Spar

M Iron ore
 Copper&molybdenum
H Crude oil

I Exploration

™ Field spar

Other

4.10 Places of the companies’ activities

Research on mineral resources to determine in which area they are spread more made based on information of
200 companies that participated in the EITI Reconciliation Report as follows:

Number of mining companies which operate in aimags

B Umnugovi

B Tuv

H Dornod

W Dornogovi

M Selenge

m Khentii

M Sukhbaatar
H Govi-Altai

= Baynkhongor
M Bulgan

H Darkhan-Uul
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4.11 Payments to the state budget by the companies in year 2011

The 200 companies’ corresponding payments to Government of Mongolia were as follows for the tax year 2011:

(In million MNT)

900.000.0 856,813.0
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548,545.8
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4.12 The companies making the largest value of payments after reconcilation

Company payment to Government entities in 2011 at percentage showed as below:

Government receipt (percentage)

3.0 2.7 1.9

B Erdenet Mining Corporation LLC

H Oyu tolgoi LLC

M Erdenes tavantolgoi LLC

M Tavan tolgoi JSC

E Mongol Alt MAK LLC

M Energy resource LLC

1 SGS LLC

1 Petrochina dachin tamsag LLC
Bold tumur yruu gol LLC

m Other

From this diagram, it can be seen that Erdenet Mining Corporation LLC is the company that paid the largest

amount.
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4.13 Donations, supporting to state, government entities

Monetary and non-cash donations were made to Governmental Organisations in 2011 by companies as shown be-
low, expressed as a percentage of the total payments covered under EITI:

Donation and supporting provided by companies

1.5

\ B Oyu tolgoi LLC
24 24\ 1211
M Boroo gold LLC

W Energy resource LLC
B Mongol alt MAK LLC
B Bold tumur yruu gol LLC
m Erdenet mining corporation
M SGS LLC
= Monpolimet LLC
MOENCO LLC
m Petrochina dachin tamsag LLC

Other

4.14 Analysis on initial differences occurred due to the government figures

Based on the analysis of the initial difference, a total difference of (-) 121.5 billion MNT occurred becuase the gov-
ernment’s figure was less than the companies’ figure. 18 companies’ reports were not submitted and caused a dif-
ference of 9.3 billion MNT. The following chart shows analysis of initial difference by government entities, not in-
cluding differences of 18 companies that did not submit their reports:

Analysis on difference due to government's figures

m MOF
m LOCALS
mMTA
® MRAM

W LSWA
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4.15 Analysis on initial differences occurred due to the companies’ figures

Based on the analysis of the initial difference, a total difference of (+) 599.1 billion MNT occurred because the gov-
ernment’s figure was bigger than the companies’ figure. Out of 200 companies 58 companies’ reports were not
submitted and they caused a difference of 433.5 billion MNT. The following chart shows analysis of initial difference
by companies those caused big initial differences, not including differences of 58 companies that did not submit
their reports:

Analysis on difference due to the government's figures

1.3

2.0 \ 05

H Oyu Tolgoi LLC

B Petrochina dachin tamsag LLC
M Tsairtmineral LLC

B Chinkhua MAK nariin sukhait LL
H Altan dornod mongol LLC

m Others
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5. RECONCILIATION OF FINANCIAL FLOWS

5.1 Aggregated financial flows reported initially

Initial difference Amount reported by
Taxes, fees, charges, donation and assistance paid from Go_v.ernme_nt

Ne I t:é:vmp-aﬁiesI to local and state budget P Government Company excir;tglsf},umgr;r .
{in MNT "000) {in MNT "000) {in MNT "000)

1 | Taxes, payments, fees, dividends paid to state budget 1,757,683,505 1,260,097,840 497 585,666
1.1 |Taxes, fees, charges 1,601,660,865 970,962 587 530,698 277
1.2 |Payments 35163114 19,961,093 15,202,021
1.3 |Social and health insurance charges paid from entity 64,030,002 51,916,544 12,113,459
1.4 |Senvice fees and fees 31,867,934 22,524 951 9,342,983
1.5 |Dividends on State property 45,143,511 45,101,583 41,928
1.6 |Government revenues and other revenues 78,381,725 23,761,048 54 590 678
1.7 |Penally 1,466,355 125,870,035 (124,403,679)

2 | Taxes, payments, dividends and fees paid to local budget 56,042,949 56,580 054 (547 005)
2.1 |Taxes, fees, charges 4711863 26,452 001 (21,740,138)
2,2 |Payments 16,306,405 27,395,781 (11,089,377)
2.3 |Service fees and fees 49,261 356,283 (307,021)
2.4 |Dividends on Local property 34,917,093 2,115,535 32,801,558
2.5 |Penalty 58,327 270,354 (212,027)

3 | Other payments and expenses 6,747,100 26,232 466 (19,485 366)
3.1 |Advance to costs disbursed to environment protection 999,194 1,679,307 (680,113)
3.2 |Donation and assistance to Government organizations 5,747,906 24,553,159 (18,805,254)

321 Donation and assistance to Monetary 5 265,804 15,031,892 (9,765,998)
322 |Gvernmentorganizations Non cash 482,011 8,521,267 (9,039,256)
Total 1,820,473,554 1,342,920,260 477,553,294

The Initial net discrepancy arose for the following reasons:

e An Initial discrepancy of 433.3 billion MNT created by 58 companies that failed to submit a report to EITI.

e Advance of USD 100 million (or 125.4 billion MNT) paid by Oyu Tolgoi LLC, reported in the Government ini-
tial report.

e Discrepancy of 9.3 billion MNT of 18 companies that MOF did not include in the consolidation report.

e Companies reported imposed amount of tax (accruals basis) rather than paid amount (cash basis).

e Government report differed by 4.2 million MNT, and company report differed by 22.3 billion MNT. Initial dis-

crepancy was 22.0 million MNT because both parties reflected personal income tax which is not a reportable

financial flow for the purpose of EITI reports.

Government failed to include local receipts.

Some discrepancies were caused by overstatement and understatement of some tax and payment.

Tax, fee and payment related to customs are reported in whole amount except reporting separately

Most companies pay and transfer tax, fee and service fees to State Fund at the end of the year. Government

did not include them in the same year report because these payments are paid to State Fund Account next

year (ie: a cut-off issue).

5.2 Aggregated financial flows reported to the MEITI Working Group on October 12, 2012

We started Mongolia Sixth EITI Reconciliation of 2011 on August 6, 2012 and presented reconciliation report at
Working Group Meeting on October 12, 2012. Aggregated initial difference of 832.0 billion MNT was identified after
reconciling initial reports of the government and the companies (both sides). In order to clarify reason for the initial
differences and adjust figures, we sent the official letters enclosing detailed information to government entities, local
administrative organizations and management of the companies, and gathered, exchanged and discussed through
constant contact with these organizations, company’s respective professionals and accountants.

Within the month since the First Meeting with the Working Group, we worked and presented second time to the Work-
ing Group on 9 November 2012. At the Second Meeting, unresolved difference was presented as decreased reaching
to 712.2 million MNT from 66.4 billion MNT. The Second Meeting issued decision to present to the National Council.
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5.3. Aggregated financial flows after all adjustments

After Second Working Group meeting until preparing final report we received reply from participating companies and
made adjustment on material difference as result of this total unresolved difference reaching to 622.4 million MNT.

(In thousand MNT)

Taxes, payments, fees, divi- Initial differ- Adjustment After adjustment Unresolved
Ne dends paid to State and Local - dlifaimies
budget from companies Government Company Government Company
i TS, PEMIEE, (B, G- 497,585,666 298,422,773 795,858,736 2,056,106,278 | 2,055,956,576 149,702
dends paid to State Budget
11 | Taxes and fees 530,698,277 | (168,718,691) 361,934,693 1,332,942,174 | 1,332,897,281 44,893
12 | payments 15,202,021 1,808,597 17,134,798 36,971,710 37,095,891 (124,180)
13 ?ﬁ;gf”d Health Insurance 12,113,459 1,981,964 13,925,799 66,011,967 65,842,343 169,623
14 | service fee 9,342,983 1,263,580 10,560,809 33,131,513 33,085,759 45,754
15 | Dividend on State Property 41,928 20 41,048 45,143,531 45,143,531 -
16 | payments paid to Government 54,590,678 461,469,015 516,059,693 539,820,740 539,820,740 -
17 | penalty (124,403,679) 618,288 | (123,799,004) 2,084,643 2,071,031 13,612
2 | Taxes, payments, fees, divi- (547,005) 10,521,114 10,056,343 66,564,064 66,646,297 (82,234)
dends paid to Local Budget
21 | Taxes and fees (21,740,138) 137,745 (21,588,383) 4,849,608 4,863,619 (14,010)
22 | payments (11,089,377) 9,865,698 (1,177,065) 26,172,103 26,218,716 (46,613)
23 | Senvice fees (307,021) 398,299 106,228 447,561 462,511 (14,950)
2.4 | Dividend paid to Local Budget 32,801,558 2,116 32,803,674 34,919,209 34,919,209 -
25 | penalty (212,027) 117,256 (88,111) 175,583 182,243 (6,660)
8 Other payments and expenses (19,485,366) 21,316,625 1,973,378 28,063,725 28,205,844 (142,118)
3.1 | Advance to costs disbursed to (680,113) 257,210 (418,603) 1,256,404 1,260,704 (4,300)
environment protectlon
3.2 ZD;?OE‘:SO” to Government Organi- (18,805,254) 21,059,415 2,391,980 26,807,321 26,945,140 (137,818)
3.2.1 | Donation to i\i"oznerary dona- (9,765,998) 15,186,703 5,516,806 20,452,597 20,548,698 (96,101)
ministries
3.2.2 | and agencies gg:a’t‘i“gr:‘etary (9,039,256) 5,872,712 (3,124,826) 6,354,724 6,396,442 (41,718)
Total 477,553,294 330,260,512 807,888,457 2,150,734,067 | 2,150,808,717 (74,650)

Breakdown of total and net difference caused from financial flows is shown below:

(In thousand MNT)

Presented at the meeting Unresolved
Initial differ- of Working Group .
difference
ence ;
2012.10.12 2012.11.09 (final)
Government receipts higher than company paymel 654,790,903 30,988,704 186,250 273,8831
Company payment higher than Government receip| (177,237,609) (35,372,316) (525,935) (348,533)2
Net difference 477,553,294 (4,383,612) (339,685) (74,650)°
Total difference 832,028,512 66,361,020 712,185 622,415"

1During the reconciliation we obtained information from both parties and made adjustments but this difference was
not resolved because it was paid to government and not confirmed by company.

2 During the reconciliation we obtained information from both parties and made adjustments but this difference was
not resolved because it was paid by company and not confirmed by Government.

®Net difference between Government receipts and company payment

“Total difference incurred in Government and Company reports.
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6. UNRESOLVED DIFFERENCE

6.1 Analysis on unresolved differences

6.1.1 Unresolved difference due to companies’ figures

(in thousand MNT)

Taxes, fees paid from the o - Adjustment
companies to state and local Initial differ- Unresolved Percent-
ence Government Company difference age
budget
1 | Taxes, fees, chargesand divi- | 4q5 383 645 | 296,614,176 | 778,723,938 | 273,883 100
dends paid to the state budget
1.1 | Taxes, fees 530,698,277 (168,718,691) | 361,934,693 44,893 16
1.3 | Social and health insurance fee 12,113,459 1,981,964 13,925,799 169,623 62
1.4 | Charges, and service charges 9,342,983 1,263,580 10,560,809 45,754 17
1.5 | Dividends on state budget 41,928 20 41,948 - -
Other payments to recipient
1.6 governments 54,590,678 461,469,015 516,059,693 - -
1.7 | Penalties (124,403,679) 618,288 (123,799,004) 13,612 5
Total amount 482,383,645 296,614,176 778,723,938 273,883 100

As shown in the above table, social and health insurance charge paid by companies represented 62 which is most
part of total unresolved difference and exploration and mining license fee -16 %. The differences were not resolved
because companies could not confirm whether they paid or not.

6.1.2 Unresolved difference due to government’s figures

(In thousand MNT)

: Adjustment
Taxes, fees paid from the -, .
companies to state and local Inltfrllgéffer- Govern- . Lémgfgrl]\ézd Pe;cgnt-
budget ment ompany g
Taxes, fees, charges and
1 dividends paid to the state 15,202,021 1,808,597 17,134,798 (124,180) 36
budget
1.2 | Fees 15,202,021 1,808,597 17,134,798 (124,180) 36
Taxes, fees, charges and
2 dividends paid to the local (547,005) 10,521,114 10,056,343 (82,234) 24
budget
2.1 | Taxes (21,740,138) 137,745 (21,588,383) (14,010) 4
2.2 | Fees (11,089,377) 9,865,698 (1,177,065) (46,613) 13
2.3 | Charges, and service charges (307,021) 398,299 106,228 (14,950) 4
2.4 Dividends on state budget 32,801,558 2,116 32,803,674 - -
2.5 | Penalties (212,027) 117,256 (88,111) (6,660) 2
3 doitttfgspayme”ts and expen- | 1q485366) | 21,316,625 | 1,973,378 (142,118) 41
3.1 | Costs disbursed for protection (680,113) 257,210 (418,603) (4,300) 1
of the environment
3p | Donations, supportingto state | 18 805 954) | 21,059,415 | 2,391,980 (137,818) 40
organizations
3.2.1 | Donations, | Monetary do- (9,765,998) | 15,186,703 | 5,516,806 (96,101) 28
supporting to | nations
state, gov- Non-moneta
3.2.2 | ernmental donations ry (9,039,256) 5,872,712 (3,124,826) (41,718) 12
organizations
Total amount (4,830,351) 33,646,336 29,164,518 (348,533) 100

As shown in the above table, workplace payment of foreign specialists and workers paid to LSWA represented 36 %
of total difference, donation provided to government organizations and local administrative organizations — 40%. The
differences were not resolved because Government could not confirm their receipts of the payment.
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Below shown, details of the unresolved difference of 74.6 million MNT.

(in thousand MNT)

Companies Unresolved difference, net
Company payments higher (net) than government
receipts
Bayan Erch LLC (115,860)
Boroo Gold LLC (37,362)
Shin Shin LLC (34,394)
MSTT LLC (26,454)
Govi Coal and Energy LLC (18,563)
Khotgor shanaga LLC (12,102)
Chinkhua MAK nariin sukhait LLC (11,631)
Lutchuluu LLC (9,605)
Bold tumur eroo gol LLC (9,243)
Sod gazar LLC (9,041)
Erdene jas LLC (8,256)
Other (90,113)
Total (382,624)
Company payments lower than government receipts
Gatsuurt LLC 145,852
Gunbileg trade LLC 57,518
Gunbileg gold LLC 21,880
FAM LLC 11,850
Mongol Uranium resource LLC 11,848
Erel LLC 11,221
Mongolcheckmetal LLC 9,243
Erdenet mining corporation LLC 8,366
Northwind LLC 5,652
Other 24,546
Total 307,974
Net difference (74,650)
6.2 Taxes, fees and others
in thousand MNT)
Flows Initial differ- Adjustment _Unresolved
ence AT Company difference, net
/E°°"°mic Business Entity Income Tax 78,050,048 | 2,753,617 | 80,802,900 765
Corporate income tax, CIT
Customs tax 112,099,345 (60,946,219) 51,153,126 -
Value Added Tax /VAT/ 222,394,475 | (125,866,209) | 96,528,266 -
Excise on imported fuel and oil materials 10,909,524 (1,501,448) 9,405,301 2,775
Tax on petrol and diesel fuel 2,133,199 (653) 2,132,546 -
Fee_f_or exploit%tion of min?ral resources, and 123,105,212 12,776,722 135,881,934 )
additional fee (“royalty fee”)
Llpense fee for exploitation and exploration of (19,185,508) 4,066,187 (15,160,675) 41,354
mineral resources
Windfall tax 1,191,983 (687) 1,191,296 -
Real estate tax 245,079 130,903 383,926 (7,945)
Tax on automobile and self moving vehicles 267,499 499 274,064 (6,065)
Others (22,252,716) 6,343 (22,246,373) -
Amount 508,958,139 | (168,580,945) | 340,346,310 30,883
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6.2.1 Economic Business Entity Income Tax /Corporate income tax/
(In thousand MNT)

. Unresolved difference,
Companies
net

Company payments lower than government receipts

Gunbileg gold LLC 15
Gunbileg trade LLC 750
Amount 765
Net difference 765

The remaining unresolved difference of 765.0 thousand togrogs for Economic Business Entity Income Tax is
related to “Gunbileg gold” LLC and “Gunbileg trade” LLC.

Reason for occurrence of difference: The government reported initially in its initial report while the company did not
report in its report.

Works done to adjust difference: During the reconciliation, we sent official letters to the company to get detailed
information; however, the figure remained unresolved because it could not be determined by the company.

Note for the unresolved difference: It was not clear whether the amount was maintained in the company’s ac-
counts, and the company accountant did not provide with photocopy of its supporting document.

6.2.2 Excise on imported fuel and oil materials
(In thousand MNT)

Companies Unresolved dlfferensgt,
Company payments lower than government receipts
Ochir undraa LLC 2,775
Amount 2,775
Net difference 2,775

The remaining unresolved difference of 2,775 thousand togrogs for Excise on imported fuel and oil materials
occurred relating to “Ochir undraa” LLC.

Reason for occurrence of difference: The government reported initially in its initial report while the company did not
report.

Works done to adjust difference: During the reconciliation, we sent official letter to the company to get detailed in-
formation; however, the figure remained unresolved because the company could not confirm it. Eventually, we pro-
vided the MCO’s information to the company, still the company could not confirm.

Note for the unresolved difference: The Company explained that the amount is not paid by the company. We clari-
fied again from the MCO, still could not be confirmed.

6.2.3 License fee for exploitation and exploration of mineral resources
(In thousand MNT)

Companies Unresolved differeng;
Company payments lower than government receipts
Gunbileg trade LLC 28,761
Mongol Uranium resource LLC 11,848
Shariin Gol JSC 1,041
Amount 41,650
Company payments higher (net) than government receipts
Gunbileg gold LLC (296)
Amount (296)
Net difference 41,354
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The remaining unresolved difference of 41,354 thousand togrogs for License fee for exploitation and explora-
tion of mineral resources occurred relating to “Gunbileg trade” LLC, “Mongol uranium resource” LLC, “Shariin gol”
JSC and “Gunbileg gold” LLC.

Reason for occurrence of difference: “Gunbileg trade” LLC, “Mongol uranium resource” LLC and “Shariin gol” JSC
understated their amounts in their reporting submitted to the MEITI. In contrary, “Gunbileg gold” LLC overstated its
amount.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; however, the figures remained unresolved because the companies could not confirm. Eventually, we pro-
vided the MRAM’s information to the companies; still the companies could not find their recording from their account-
ings to confirm the government reported amounts.

Note for the unresolved difference: Differences remained unresolved at the companies’ side since the companies
could not find their accounting supporting documents within their financial statements for the year and the current
management and the accountants are not aware of the previous management and accountants’ transactions. There-
fore, one reason for the unresolved difference is not finding of related accounting document since the companies’
payment is not recorded properly into the accounts, and the person who made the payment does not submit the re-
spective document to the financial and/or related department accordingly.

6.2.4 Real estate tax
(In thousand MNT)

ST Unresolved differenrcl:gi
Company payments higher (net) than government receipts
Mongolbulgargeo LLC (7,945)
Amount (7,945)
Net difference (7,945)

The remaining unresolved difference of 7,945 thousand togrogs for Real estate tax occurred relating to “Mon-
golbulgargeo” LLC.

Reason for occurrence of difference: The government did not report the amount that was paid to local budget in its
initial reporting.

Works done to adjust difference: Based on the company’s detailed information we sent official letter to City Tax
Authority and received reply explaining that we need to clarify from the company’s belonging tax authority.

Note for the unresolved difference: As advised by the City Tax Authority, we clarified from the tax authority of Ba-
yangol district and received reply that there is no such a payment. The company replied to our repeatedly clarification
that the casher’s report show the payment however, there is no supporting document. Difference remain unresolved
since the amount could not confirmed by the both sides’ information.

6.2.5 Tax on automobile and self moving vehicles
(In thousand MNT)

Companies Unresolver(‘ie?ifference,

Company payments lower than government receipts

Ten Khun LLC 285
SBF LLC 114
Ochir-Undraa LLC 26
Amount 425
Company payments higher (net) than government receipts

Dadizi yuan LLC (5,112)
Bayan erch LLC (1,216)
Oyut ulaan LLC (247)
Gunbileg trade LLC (15)
Amount (6,490)
Net difference (6,065)
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The remaining unresolved difference of 6,065 thousand togrogs for tax on automobile and self moving vehi-
cles occurred relating to “Dadizi yuan” LLC, “Bayan erch” LLC, “Oyut ulaan” LLC, “Gunbileg trade” LLC, “Ochir-
Undraa” LLC, “Ten khun” LLC and “SBF” LLC.

Reason for occurrence of difference: The government did not state initially in its initial report, and some companies
overstated while some understated initially.

Works done to adjust difference: Based on the companies’ detailed information we sent official letters to related
soums, aimags and districts, and received replies. Plus, we received photocopies of the needed supporting docu-
ments.

Note for the unresolved difference: Tax authority of Bayangol district replied that “Dadizi yuan” LLC’s 5,112 thou-
sand togrogs of tax not received in its account. We provided the authority with supporting document which is taken
from the company and found out the account is correct but the payer is not the company. Therefore, difference re-
mains unresolved.

Unresolved difference remains since there is over/under payment due to mixing of payment cases such as the
company paid tax on automobile and self moving vehicles for vehicle that is not registered under the company’s
name, or the company’s owner paid tax on automobile and self moving vehicles through its own name for vehicle that
is registered under the company’s name.

6.3 Fees
(In thousand MNT)
ot g Adjustment Unresolved
Flows Inltlnggfer Govern- - difference,
ment ompany net

Reimbursement of deposit, exploration of which is 328,583 (7,433) 299,141 22,009
carried out by the budget fund
Fee for accommodation of foreign experts and work- 3,592,072 1,052,893 4,790,175 (145,211)
ers
Signing promo for the year under Production Sharing (287,535) 273,650 (13,884) -
Contract with the government
Mining commencement promo under Production - - - -
Sharing Contract with the government
Training promo centralized for the year under Produc- 284,175 183,896 468,070 -
tion Sharing Contract with the government
Area pledge under Production Sharing Contract with 491,487 (125,856) 365,631 -
the government
Administration service charge centralized under Pro- (249,070) 249,070 - -
duction Sharing Contract with the government
Supporting payment to representative office under 157,433 76,146 233,578 -
Production Sharing Contract with the government
Fee for air pollution 10,884,877 106,231 10,992,086 (978)
Land rent (2,002,665) 2,457,980 497,785 (42,469)
Fee for water use 25,066 290,819 320,029 (4,144)
Fee for forestry use and firewood (48,232) (413) (48,645) -
Fee for use of mineral resources of widespread de- (45,577) 167,372 121,795 -
posit
Fee for accommodation foreign experts and workers (8,568,398) 6,514,716 (2,053,682) -
Received supporting under Production Sharing Con- (446,871) 435,051 (11,820) -
tract with the government
Permission fee to use natural resources other than (2,700) 173 (2,527) -
minerals

Amount 4,112,644 11,674,295 15,957,732 (170,793)
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6.3.1 Reimbursement of deposit, exploration of which is carried out by the budget fund
(In thousand MNT)

. Unresolved difference,
Companies
net
Company payments lower than government receipts
Gunbileg gold LLC 22,009
Amount 22,009
Net difference 22,009

The remaining unresolved difference of 22,009 thousand togrogs for reimbursement of deposit, exploration
of which is carried out by the budget fund occurred relating to “Gunbileg gold” LLC.

Reason for occurrence of difference: The government reported in its initial reporting while the company did not
state any amount in its report submitted to the MEITI, and even did not provide its detailed information during the rec-
onciliation.

Works done to adjust difference: During the reconciliation, we sent official letter to the company to get detailed in-
formation; however, the company did not reply and could not determine the amount. We tried several times and in
through different ways to get clarification from the company according to information provided from the MRAM; how-
ever, the company did not reply, no reply to phone calls and there was nobody at the company’s premise.

Note for the unresolved difference: Difference remains unresolved because the company did not provide with reply
information.

6.3.2 Fee for accommodation of foreign experts and workers
(In thousand MNT)

Unresolved difference,

Companies a0

Company payments lower than government receipts

Altain khuder LLC 7,146

Gatsuurt LLC 3,586

Amount 10,732

Company payments higher (net) than government receipts

Bayan erch LLC (115,278)

MCTT LLC (26,525)

Khotgor shanaga LLC (11,332)

Berkh resources LLC (2,808)

Amount (155,943)
(145,211)

Net difference

The remaining unresolved difference of 145,211 thousand togrogs for fee for accommodation of foreign ex-
perts and workers occurred relating to “Altain khuder” LLC, “Gatsuurt’LLC, “Bayan erch” LLC, “MCTT” LLC, “Khot-
gor shanaga” LLC “Berkh resources” LLC.

Reason for occurrence of difference: The government did not state initially in its initial report, and some companies
overstated while some understated initially.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and sent the similar letter to the LSWA on 20 August and 26 September after receiving replies from the
companies, and received the reply. The LSWA was slow in providing with information due to its internal structural
change, and did not completely confirm the companies’ amounts.
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Note for the unresolved difference: We wasted our certain time since there was no authorized person who would
provide us information due to structural change in the LSWA. The difference cannot be resolved since the provided
information is still the same after several times of clarification from the LSWA and the company. Eventually, the LSWA
stopped the reconciliation with a reply that they were looking for the documents or cannot find the document etc...
Some members of our team worked at the premises of the LSWA and still could not locate the information that have
would been required to resolve the difference.

6.3.3 Fee for air pollution
(In thousand MNT)

Companies Unresolve:e(tjifference,
Company payments higher (net) than government receipts
Olon ovoot gold LLC (452)
Erel LLC (355)
Shar narst LLC (171)
Amount (978)
Net difference (978)

The remaining unresolved difference of 978 thousand togrogs for fee for air pollution occurred relating to
“Olon ovoot gold” LLC, “Erel” LLC and “Shar narst” LLC.

Reason for occurrence of difference: The government did not state initially in its initial report, and some companies
overstated while some understated initially.

Works done to adjust difference: During the reconciliation, we sent official letter to the company to get detailed in-
formation; and clarified from the related tax authorities of aimag, soum and districts based on the received reply.

Note for the unresolved difference: The related tax authorities of aimag, soum and districts replied that such fee is
not received. For instance, tax authority of Sukhbaatar district replied the same.

6.3.4 Land rent
(In thousand MNT)

Companies Unresolved difference,
net

Company payments lower than government receipts

Bayan erch LLC 260
Amount 260
Company payments higher (net) than government receipts

Gatsuurt LLC (33,897)
Erdes Holding LLC (3,795)
Commod LLC (2,451)
Altai khangai burd LLC (1,893)
Altain khuder LLC (602)
Sod gazar LLC (91)
Amount (42,729)
Net difference (42,469)

The remaining unresolved difference of 42,469 thousand togrogs for land rent occurred relating to “Gatsuurt”
LLC, “Erdes Holding” LLC, “Commod” LLC “Altain khuder” LLC “Sod gazar” LLC and “Bayan erch” LLC.

Reason for occurrence of difference: The government did not report the amounts paid to local budget in its initial
reporting.
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Works done to adjust difference: During the reconciliation, we sent official letter to the company to get detailed in-
formation; and clarified from the related tax authorities of aimag, soum and districts based on the received reply. And
we received photocopies of the necessary supporting documents from the companies.

Note for the unresolved difference: The related tax authorities of aimag, soum and districts replied that such fees
are not received by. For instance, tax authorities of Khentii and Selenge aimags and Erdenetsagaan soum of Suk-
hbaatar aimag replied the same. The differences remain unresolved since the local state organizations replied that
they did not receive the amounts even if the companies confirm their payments through their accounting supporting
documents.

6.3.5 Fee for water use
In thousand MNT)

Unresolved dif-
ference, net

Companies

Company payments higher (net) than government receipts

Erdes Holding LLC (2,737)
Geomin LLC (600)
Big Mogul Coal and Energy LLC (506)
Oyut ulaan LLC (300)
Amount (4,144)
Net difference (4,144)

The remaining unresolved difference of 4,144 thousand togrogs for fee for water use occurred relating to
“Erdes Holding” LLC, “Geomin” LLC, “Big Mogul Coal and Energy” LLC and “Oyut ulaan” LLC.

Reason for occurrence of difference: The government did not report the amounts paid to local budget of some
companies or understated of some companies in its initial reporting.

Works done to adjust difference: During the reconciliation, we sent official letter to the company to get detailed in-
formation; and clarified from the related tax authorities of aimag, soum and districts based on the received reply. And
we received photocopies of the necessary supporting documents from the companies.

Note for the unresolved difference: The related tax authorities of aimags, soums and districts replied that such fees
are not received by. For instance, tax authorities of Bayan-Ulgii aimag and Tsogttsetsii soum of Umnugovi aimag re-
plied that such fees are not received by and Bayanjargalan soum of Dundgovi aimag provided with details of under-
statement amount. The differences remain unresolved since the local state organizations replied that they did not re-
ceive the amounts even if the companies confirm their payments through their accounting supporting documents.

6.3.6 Social and health insurance fee of employees paid by the business entity
(In thousand MNT)

Initial dif- Adjustment Unresolved

ference Government Company difference, net

Flows

Social and health insurance fee paid

) s 12,113,459 1,981,964 13,925,799 169,623
from the business entities

(In thousand MNT)

Companies Unresolved difference, net

Company payments lower than government receipts

Gatsuurt LLC 168,044

Mongol metal mining LLC 1,580

Amount 169,623

Net difference (169,623)
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The remaining unresolved difference of 169,623 thousand togrogs for social and health insurance fee oc-
curred relating to “Gatsuurt” LLC and “Mongol metal mining” LLC.

Reason for occurrence of difference: The companies understated their paid amounts in their respective initial re-
ports.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and received reply information but not confirmed the amounts. We clarified again from the companies and
passed the SSIGO’s information to the companies, even though, the amounts cannot be resolved.

Note for the unresolved difference: “Mongol metal mining” LLC provided with its details confirming its initially re-
ported amount, and explained that is the only amount, and not aware of an amount reported by the SSIGO. “Gatsuurt”
LLC did not provide with explanation regarding its initial understatement, and confirmed that the SSIGO’s reported
amount is not ours, and eventually, stopped answering to our phone calls.

6.4 Charges, and service charges

(In thousand MNT)

Flows Initial differ- e Adjustment Unresolved

ence r(r)1\</etr?1rtn_ Company difference, net

Customs service charge 11,612,415 (222,738) 11,389,677 -

tsiéirsnp fee paid to ministries and state organiza- (492,874) 232,327 (247,831) (12,715)

Service charges paid to ministries and state or- (1,776,559) 1,253,991 (581,037) 58,469
ganizations

Stamp fee paid to local administrations (324,924) 338,322 16,179 (2,780)

Service charges paid to local administrations 17,903 59,977 90,050 (12,170)

Amount 9,035,962 1,661,879 10,667,037 30,804

The remaining unresolved difference of 30,804 thousand togrogs for charges, and service charges occurred
relating to the following companies:
(In thousand MNT)

Companies Unresolve:e?ifference,

Company payments lower than government receipts

Gunbileg trade LLC 20,862
Erel LLC 15,430
FAM LLC 12,550
Erdenet mining corporation LLC 8,366
Gatsuurt LLC 8,119
Northwind LLC 5,652
Mongol alt LLC 4,710
MRCMGL LLC 4,650
Khangad exploration LLC 4,204
Shine llion Nen Yuan LLC 3,838
Shin Shin LLC 3,661
Shariin Gol JSC 3,550
Erdene jas LLC 2,744
SBF LLC 1,992
Energy resource LLC 1,468
Altain khuder LLC 1,414
Other 2,064
Amount 105,274
Company payments higher (net) than government receipts
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Companies Unresolved difference,
net
Shin Shin LLC (17,406)
Chinkhua MAK nariin sukhait LLC (10,664)
Lutchuluu LLC (9,605)
Bold tumur eroo gol LLC (9,243)
Energy resource LLC (5,764)
Tsairt mineral LLC (5,652)
Erel LLC (3,250)
Erven khuder LLC (2,401)
Gunbileg gold LLC (1,800)
Tsairt mineral LLC (1,271)
Asia gold Mongolia LLC (1,036)
Chinkhua MAK nariin sukhait LLC (967)
Shin Shin LLC (951)
Other (4.460)
Amount (74,470)
Net difference (30,804)

Reason for occurrence of difference: The government did not report initially, and the companies provided with their

details with excess amounts than the reported in their initial reports.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and clarified from the related organizations such as FIFTA, MFA, FCAA, MRAM, LSWA, State registration
Agency for Real estate, WA, NCSM, State Sampling Inspection Agency, Central Laboratory for Geology, ATA and
Railway based on the received replies, and made the necessary adjustment.

Note for the unresolved difference: The differences cannot be resolved since the government does not report
completely all the received charges, and service charges; information is not summarized properly; and the mecha-

nism for reconciling and summarizing the information is not clear.

6.5 Penalties

(In thousand MNT)

Flows Initial differ- e AL Unresolved
ence overn- Company difference, net
ment
Penalties paid to the state budget (124,403,679) | 618,288 (123,799,004) 13,612
Penalties paid to the local budget (212,027) 117,256 (88,111) (6,660)
Amount (124,615,706) | 735,544 (123,887,114) 6,952

6.5.1 Penalties paid to the state budget
(In thousand MNT)

Companies Unresolver(]je?ifference,

Company payments lower than government receipts

Mongolcheckmetal LLC 9,982
Gunbileg trade LLC 7,159
Gunbileg gold LLC 1,000
Bayan erch LLC 162
Amount 18,302
Company payments higher (net) than government receipts
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Companies Unresolve:e(t:iifference,
Shine llion Nen Yuan LLC (4,690)
Amount (4,690)
Net difference 13,612

The remaining unresolved difference of 12,612 thousand togrogs for penalties paid to the state budget oc-
curred relating to “Gunbileg trade” LLC, “Mongolcheckmetal” LLC, “Gunbileg gold” LLC, “Bayan Erch” LLC and “Shine
llion Nen Yuan” LLC.

Reason for occurrence of difference: The government and the companies reported under and over in their initial
reports.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; however, the companies provided with details showing the same amounts of their initial reports. We clari-
fied again from the companies by submitting information provided from the organizations those have received the
penalties, but, still the differences are not resolved.

Note for the unresolved difference: “Shine llion Nen Yuan” LLC provided with act document explaining that 7,026.1
thousand togrogs of penalties was paid, in contrary, the MTA informed that 2,335.8 thousand togrogs of penalties was
received. For this company, the difference cannot be resolved even if there is act document since the information pro-
vided from the sides does not agree. The remaining companies cannot segregate their penalties regarding repayment
of taxes, and related penalties imposed under inspection reviews.

6.5.2 Penalties paid to the local budget
(In thousand MNT)

Companies Unresolved difference,
net

Company payments higher (net) than government receipts

Shin Shin LLC (4,540)
Altain khuder LLC (1,131)
Mongolcheckmetal LLC (739)
Khotgor shanaga LLC (250)
Amount (6,660)
Net difference (6,660)

The remaining unresolved difference of 6,660 thousand togrogs for penalties paid to the local budget oc-
curred relating to “Shin Shin” LLC, “Altain khuder” LLC, “Mongolcheckmetal” LLC and “Khotgor shanaga” LLC.

Reason for occurrence of difference: The government did not report initially, the companies provided with details
increasing their amounts.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and received reply information. Also, we sent official letters to the Governors’ Offices of Dornod and Govi-
Altai aimags since the companies replied regarding penalties paid to the local budget for water, audit review, breaches
of automobile and penalties paid to the SPIA.

Note for the unresolved difference: The differences remain unresolved because the Governor’s Office of Dornod
replied about understatement, and the Governor’s Office Govi-Altai replied that such penalties were not received by
the receipt account.

6.6 Advance to costs disbursed for environment protection
(In thousand MNT)

Adjustment
Flows Initial dif- Govern- Unresolved
ference Company difference, net
ment
In kind contribution at rate of 50% to environ- (680,113) 257210 (418,603) (4,300)
mental special account ’ ’ ' '
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6.6.1 In-kind contribution at rate of 50% to environmental special account

Companies Unresolved difference,
net

Company payments higher (net) than government receipts

Chinggissiin khar alt LLC (2,750)
FAM LLC (700)
Berkh resources LLC (450)
Ikh mongol mining LLC (400)
Amount (4,300)
Net difference (4,300)

The remaining unresolved difference of 4,300 thousand togrogs for in-kind contribution at rate of 50% to
environmental special account occurred relating to “Chingissiin khar alt” LLC, “FMI” LLC, “Berkh resources” LLC
and “Ikh Mongol mining” LLC.

Reason for occurrence of difference: Difference occurred because the government did not include in-kind
contribution to environmental special account centralized to special accounts of the Governors’ Offices of the locals
from the companies those own “X” license.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and received reply information. Also, we sent Official Letter N0.2/53 dated on 26 September to the Gov-
ernors’ Offices of Dornogovi, Bayan-Ulgii, Bulgan, Selenge, Dornogovi, Sukhbaatar, Uvs, Umnugovi, Dundgovi and
Khovd aimags since the companies replied in their information that they have centralized.

Note for the unresolved difference: The differences are not resolved since the Governors’ Offices of Bulgan and
Bayan-Ulgii aimags replied about understatement, the Governor’'s Office of Bayan-Ulgii replied that contribution of
150.0 thousand togrogs is not received by from “Ilkh mongol mining” LLC and the Governors’ Offices of Gurvantes and
Khanbogd soums of Umnugovi aimag provided with less amounts.

6.7 Donations and supporting to state organizations

(In thousand MNT)

Flows Initial differ- Adjustment Unresolved differ-
ence Govern- ence, net
ment Company

Monetary and non-monetary donations 10294719 10.980 174 697 483 12028

and supporting to ministries and agencies (10,294,719) YR ' (12,028)

Monetary and non-monetary donations

and supporting to aimags and capital (4,866,982) 5103117 319,937 (83,802)

Monetary and non-monetary donations

and supporting to soums and districts (2,376,606) 4,502,120 2,167,502 (41,989)

Monetary and non-monetary donations

and supporting to other organizations (1,266,947) 474,005 (792,942) -

Amount (18,805,254) 21,059,415 2,391,980 (137,818)

6.7.1 Monetary and non-monetary donations and supporting to ministries and agencies
(In thousand MNT)

Companies Unresolved difference, net

Company payments higher (net) than government receipts

Shin Shin LLC (9,528)

MoEnKho LLC (2,000)

AUM LLC (500)

Amount (12,028)

Net difference (12,028)
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The remaining unresolved difference of 12,028 thousand togrogs for monetary and non-monetary donations
and supporting to ministries and agencies occurred relating to “Shin Shin” LLC, “MoEnKho” LLC and “AUM” LLC.

Reason for occurrence of difference: Difference occurred because the government did not include initially donations
and supporting to state and governmental organizations.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and received reply information. Also, we sent Official Letter No.2/53 dated on 26 September to the ATA of
Capital, MMRE, FCAA and other governmental entities since the companies replied in their information that they have
given donations and supporting to these organizations. Plus, we have received photocopies of supporting documents
regarding the donations and supporting.

Note for the unresolved difference: The differences are not possible to be resolved since we have received the
following explanations:

- ATA of Capital: did not receive donations and supporting from “AUM” LLC;

- MMRE: did receive only 2,000.0 thousand togrogs in cash, not for publishing of books; and

- FCAA: did not receive donations and supporting from “Shin Shin” LLC.

6.7.2 Monetary and non-monetary donations and supporting to aimags and capital
(In thousand MNT)

Companies Unresolved difference,
net

Company payments higher (net) than government receipts

Boroo Gold LLC (37,362)
Govi coal and energy LLC (15,000)
Sod gazar LLC (8,950)
SGS LLC (5,938)
MoEnKho LLC (4,618)
Red hill Mongolia LLC (4,353)
Oyu tolgoi LLC (2,700)
Shin Shin LLC (2,180)
Kazmon contact LLC (1,200)
Mongolrusstsvetmet LLC (1,000)
Erel LLC (500)
Amount (83,802)
Net difference (83,802)

The remaining unresolved difference of 83,802 thousand togrogs for monetary and non-monetary donations
and supporting to aimags and capital occurred relating to “Boroo Gold” LLC, “Govi coal and energy” LLC, “Sod
gazar’ LLC, “Mo En Kho” LLC, “Redhill Mongolia” LLC, “Oyu tolgoi” LLC, “Shin Shin” LLC, “Mongolrusstsvetmet” LLC
and “Erel” LLC.

Reason for occurrence of difference: Difference occurred because the government did not include initially donations
and supporting to aimags and capitals.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and received reply information. Also, we sent Official Letter No.2/53 dated on 26 September to the Gover-
nors’ Offices of Bayan-Ulgii, Bayankhongor, Govi-Altai, Selenge, Umnugovi, Dundgovi, Dornod and Darkhan-Uul ai-
mags and other organizations since the companies replied in their information that they have centralized. Plus, we
have received photocopies of supporting documents regarding the donations and supporting.

Note for the unresolved difference: The differences are not possible to be resolved since the replies from following
places were received informing that the respective donations and supporting were not received:
- Governor’s Office of Bayan-Ulgii aimag - 2,700 thousand togrogs from “Oyu tolgoi” LLC;
- Governor's Office of Selenge aimag - 37,362.0 thousand togrogs from “Boroo gold” LLC and 4,353.0 thou-
sand togrogs from “Redhill Mongolia” LLC;

- Governor’s Office of Capital

- Governor’s Office of Dornod aimag

- 8,950.0 thousand togrogs from “Sod gazar” LLC;
- 2,180.0 thousand togrogs from “Shin Shin” LLC;

- Governor’s Office of Darkhan-Uul aimag

- 500.0 thousand togrogs from “Erel” LLC;

- Customs Office of Shivee Khuren at Umugovi aimag

- 5,938.0 thousand togrogs from non-monetary dona-

tions from “South govi sands” LLC;
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- Police Department of Khovd aimag - 630.0 thousand togrogs from “MoEnKho” LLC;

- Central Hospital of Bayan-Ulgii aimag - 1,200.0 thousand togrogs from “Kazmoncontact” LLC;

- Governor’s Office of Dundgovi aimag - 1,000.0 thousand togrogs from “Mongolrusstsvetmet” LLC and

- Governor’s Office of Bayankhongor aimag - 15,000.0 thousand togrogs from “Govi coal and energy” LLC re-
spectively.

6.7.3 Monetary and non-monetary donations and supporting to soums and districts
(In thousand MNT)

Companies Unresolved difference,
net

Company payments higher (net) than government receipts

Erdene jas LLC (12,000)
Khangad exploration LLC (10,167)
Munkh noyon suvarga LLC (6,412)
Shin Shin LLC (3,300)
Govi coal and energy LLC (3,223)
Togrog nuuriin energy LLC (2,300)
Shariin Gol JSC (2,004)
Altain khuder LLC (1,563)
Olon ovoot gold LLC (570)
Govi consolidated LLC (500)
Taishin development LLC (500)
MoEnKho LLC (300)
Khanshijir LLC (150)
Amount (41,989)
Net difference (41,989)

The remaining unresolved difference of 41,989 thousand togrogs for monetary and non-monetary donations
and supporting to soums and districts occurred relating to “Erdene jas” LLC, “Shin Shin” LLC, “Munkh noyon su-
varga” LLC, “Khangad exploration” LLC, “Govi coal and energy” LLC, “Tugrug nuuriin energy” LLC, “Shariin gol” JSC,
“Altain khuder” LLC, “Olon ovoot gold” LLC, “Govi consolidated” LLC, “Taishin development” LLC “MoEnKho” LLC
and “Khan shijir” LLC.

Reason for occurrence of difference: Difference occurred because the government did not include initially donations
and supporting to soums and districts.

Works done to adjust difference: During the reconciliation, we sent official letters to the companies to get detailed
information; and received reply information. Also, we sent Official Letter No.2/53 dated on 26 September to the Gov-
ernors’ Offices of Tseel, Tugrug and Erdene soums of Govi-Altai aimag, Erdenedalai soum of Dundgovi, Dalanjar-
galan soum of Dornogovi aimag, Mandal-Ovoo and Khankhongor soums of Umnugovi, Munkhkhairkhan of Khovd
aimag, Shinejinst and Bayan-Ovoo soums of Bayankhongor and Kherlen soum of Dornod aimag. Plus, we have re-
ceived photocopies of supporting documents regarding the donations and supporting.

Note for the unresolved difference: The differences are not possible to be resolved since the replies from the fol-
lowing places were received informing that the respective donations and supporting were not received:

- Governor’s Office of Buren soum of Tuv aimag-11,000 thousand togrogs from “Erdene jas” LLC;

- Governor’s Office of Khankhongor soum of Umnugovi aimag-10,167 thousand togrogs from “Khangad ex-
ploration” LLC and Bayan-Ovoo soum- 6,412 thousand togrogs from “Munkh noyon suvarga” LLC;

- Governor’s Office of Kherlen soum of Dornod aimag -1,100 thousand togrogs, and Dashbalbar soum — 500
thousand togrogs, Gurvanzagal soum—200 thousand togrogs, Bayandun soum-1,500 thousand togrogs re-
spectively from “Shin Shin” LLC;

- Governor’s Office of Chandmani soum of Govi-Altai aimag -500 thousand togrogs from “Govi coal and ener-
gy’ LLC;

- Governor’s Office of Erdenedalai soum of Dundgovi aimag-2,723 thousand togrogs from “Govi coal and en-
ergy” LLC;

- Governor's Office of Bayan soum of Tuv aimag-2,300 thousand togrogs from “Tugrug nuuriin energy” LLC;

- Governor's Office of Shariin gol soum of Darkhan-Uul aimag-2,004 thousand togrogs from “Shariin gol” JSC;

- Governor’s Office of Tseel soum of Govi-Altai aimag-1,563 thousand togrogs from “Altain khuder” LLC;

- Governor’s Office of Mandal-Ovoo soum of Umnugovi aimag-570 thousand togrogs from “Olon ovoot gold”
LLC;

- Governor’s Office of Erdene soum of Govi-Altai aimag-500 thousand togrogs from “Govi consolidated” LLC;
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- Governor’s Office of Dalanjargalan soum of Dornogovi aimag-500 thousand togrogs from “Taishin develop-
ment” LLC;

- Governor’s Office of Munkhkhairkhan soum of Govi-Altai aimag-300 thousand togrogs from “MoEnKho” LLC
and

- Governor’s Office of Bayan-Ovoo soum of Bayankhongor aimag-150 thousand togrogs from “Govi consoli-
dated” LLC respectively.

7. ADDITIONAL SURVEYS
7.1 Compliance with Order No. 45 of the Minister of Finance, Mongolia

The Appendix of Government Ordinance No.80 of 2007 provides a clear statement of State organizations’ participa-
tion in EITI implementation, and the requirement to prepare information regarding receipts (eg: taxes, payments, fees,
various charges and service charges, donations and support) received in the state budget accounts of the respective
local government, per company, along with the items indicated in the EITI forms. However, each year, differences
relating to donations paid and support provided to state budget organizations occur. Most state and government or-
ganizations as well as the governor’s offices of the local government have not implemented “Guidance on recording of
donations and supporting”.

We conclude that, based on submission of state and government organizations, Order No.45 of 2010 of the Minister
of Finance, Mongolia, is not implemented completely by:
e  General Tax Authority,
Mineral Resources Authority,
Petroleum Authority,
Police,
Foreign investment office,
20" khoroo of Bayangol district.

But it was implemented sufficiently by 26 soums of 12 aimags. (Galuut and Buutsagaan of Bayankhongor; Khangal
of Bulgan; Sharga of Gobi-Altai; Sergelen and Choibalsan of Dornod; Saikhan-Ovoo of Dundgovi; Mandal-Ovoo,
Nomgon Tsogttsetsii and Khankhongor of Umnugobi; Asgat, Tumentsogt, Khalzan and Bayandelger of Sukhbaatar;
Orkhontuul of Selenge; Bayan-unjuul of Tuv; Buhmurun and Naranbulag of Uvs; Tsetserleg of Khuvsgul; Berkh,
Norovlin, Murun, Batnorov, Binder and Galshar of Khentii.)

For Aimags not mentioned above, Order No.45 was not implemented completely as evidenced by the initial reconcil-
iation.

Please refer to Appendix H a,b for implementation of the Order by state and local organizations.

7.2 Study on Implementation of International Financial Reporting Standards (IFRS) and audit

During the reconciliation, we requested 200 companies to complete a form on Implementation of IFRS and IAS (In-
ternational Accounting Standards). Of those 176 companies replied and 24 did not reply to our request. And 16 re-
plied that they were not audited. (See details in Appendix I).

Three of those 160 audited companies were audited by foreign and 57 by local auditors. Ulaanbaatar audit corpora-
tion LLC audited 6 companies of these companies.

Of total audit opinions, 92.5 % were unqualified and 7.5% were qualified and other opinions. 11 companies (only 7.2
% of the total that replied) answered all questions related to Financial Reporting Standards saying they apply all of
them. The remaining companies’ replied that they did not apply some Standards, but as indicated in the audit opinion
on their financial statements, 92.5% had a clean opinion, meaning that the auditors were content with the way Finan-
cial Reporting Standards had been applied. We are not, without further enquiry of auditors, in a position to resolve
this apparent contradiction.
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For the 176 companies that replied, compliance information of IFRS and IAS are shown by %, below:

% compliance

Account type Provisions
Yes No N/A
IAS 2-Inventory Inventories are valued at the lower of cost or net realiz- 58.0 28.4 13.6
able value?
IAS 16- Property, plant Include any fixed assets at valuation (as opposed to 47.7 455 6.8
and equipment cost)?
Capitalize and depreciate property, plant and equip- 65.9 29.0 5.1
ment?
IAS 17-Leases Financial leases are valued at the lower of the present
> . 33.0 39.8 27.3
value of the minimum payments and fair value of as-
sets?
:;Ar‘ts 40-Investment Prop- Separately record the investment property apart from 44.9 33.0 22.2
y fixed assets?
IFRS 6- Exploration for . . . .
and Evaluation of Mineral gssséilmpalrment loss of exploration and evaluation 34.1 52.8 13.1
Resources )
IAS 10- Events After the Disclose events after the BS date in Financial state- 58.0 33.0 9.1
Balance Sheet Date ments?
IAS 24- Related-part ) . . . . 12. 4.
disclosures party Disclose transactions with related parties? 83.5 5 0
IAS 37- Provisions, Con- Recognize any obligation incurred by dismantling and
tingent Liabilities and Con- | restoration during a certain period as a result of having 40.9 38.1 21.0
tingent Assets carried out activities of exploration and evaluation of
mineral resources and calculate amortization?
. . o 52.3 42.0 5.7
Recognize and record contingent liabilities?
IAS 12-Income tax . . .
Record differences between tax and financial bases of
. . A 83.0 12.5 4.5
accounting and recognize deferred assets and liabili-
ties?
Average percentage 54.6 33.3 12.0

From this table, it appears that IFRS and IAS compliance of companies might not reach the required level. It should
be recalled that, in addition to these percentages, 21% of companies declined to answer any questions about IFRS.

If compliance with IFRS is a key concern of the MEITI, it would be necessary to invite auditors to comment on the
responses provided by companies. Note, however, that IFRS reporting is not a requirement of the EITI Rules.

We suggest that MEITI should place additional emphasis on whether auditors are applying International Auditing
Standards, which are required by EITI requirement 12.

7.3 Management representation letter from companies

We requested 200 companies to issue a Management representation letter (the text of which is set out at Appendix J)
to confirm their official responsibility for their EITI template reports and to confirm that the company reports are based
on accounts audited to international standards.
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Receipt of Management representation letter from companies

(in million MNT)
) ) Company replies Total financial flows
Received/Not received
number percentage number percentage
Received 132 66.0 1,088,566 50.8
Not received 68 34.0 1,062,168 49.2
Total 200 100.0 2,150,734.0 100.0

Fifty one companies equal to 25.5% did not submit management representation letter to us. The value of payments
covered by confirmations was 1,088,566 million MNT which represents 50.6 % of total reported payments. It may be
concluded that EITI requirement 12 has not been met.

It is interesting to note that, after companies provided the letter stating the completeness of their declarations, some
of the declarations were subject to material amendment as part of the reconciliation process. The seriousness with
which those companies treat the letter may thus be doubted.

We recommend that the Working Group consider implementing the procedure set out in EITI Requirement 12 (b):
information prepared by companies should be subject to verification by the company’s external auditor before it is
submitted to the reconciler. The auditor should issue a report confirming that the cash basis EITI information is con-
sistent with the audited financial statements.

7.4 Environmental Protection and Rehabilitation Report

Environmental Protection and Remediation Reports are summarized based on 83 companies’ information, provided
to us by MRAM. (See Appendix K).

117 companies did not report to MRAM about remediation work for the following reasons: 55 companies operate min-
ing exploration and oil activities; exploration; however 62 companies failed to report on remediation work even though
they carried out mining operations; MRAM suggested that perhaps some did not have a remediation plan for that
year.

A summary of the 83 companies that carried out a remediation work is shown below: See details in Appendix K.
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From this remediation report, Andiin elch LLC, Bayalag ord LL, Bulgangangat LLC, Dunerdene LLC, Mondulaan trade
LLC and Tsairt Minerals LLC made Technical and Biological remediation completely. (See details in Appendix K a,b)
The companies that spent more for remediation work are as follows:

Million MNT
Boroo Gold LLC 2,251
Energy Resources LLC 555
Munkhiin noyon suvarga LLC 229
MoEnKho LLC 200
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Comparison of moneys received into the Environmental protection account and actual remediation work expense was
as follows ?... Ministry of Environment and Green Development reported that 1,215,632 thousand MNT had been
received into the Environmental Protection account from 172 companies in 2011.

In 2011, no company did remediation work completely and thus had its deposit to the Environmental Protection ac-
count refunded. There was no remediation work done by professional remediation contractor which would have trig-
gered a payment out of the Fund.

Therefore, it might be inferred that companies under-estimate their planned remediation in order to keep the deposit
amounts small. Also when mined areas are abandoned by the owner or miner, there is no legislation for financial
guarantees and the remediation work is left at risk.

As indicated in the article 38.3 in the Mongolian Minerals Law, when the mining license holder did not fulfill and com-
plete the obligations in their environmental protection plans, the remediation works are to be performed by the local
governor with the fund indicated in the article 38.1.8, and any additional resources required to complete the process
should be paid from the company without dispute. However, when the deposit amount in the environmental remedia-
tion account becomes insufficient for the further environmental operations or a company becomes financially incapa-
ble, the law does is not describe how to perform further environmental remediation.

We recommend a review of the legislation, as further described in paragraph 8.3.1 of this report.

According to the Mongolian Resource Law, within the 30 days after obtaining the permits, the exploration license
holders are obliged to submit an Environmental Protection Plan to the Office of Environmental Monitoring and the
governors of the soums and districts followed by transferring the 50% deposit for all environmental remediation activi-
ties. The deposit is to be placed for such purpose in accounts created by the local governor.
However, companies that have not placed the environmental remediation deposit were:

e Tethys Mining LLC ,

e Antandornod Mongol LLC,

e Batu Mining LLC,

e Orchlon Ord LLC,

e Olon Ovoot gold LLC,

e Berkh Resources LLC which did not fulfill the legal obligation described in the Minerals Law of Mongolia
article 38.1.8 described as to place the 50% of monetary fund for environmental protection and remediation operation
as a guarantee in the accounts created by local governors of soums and districts.

Quality of the data

Techni(_:al Soil reme- Biologig:al _ Cc_:gts
No Companes won (nec- | 20 (n | SRS | “Tulion) | T
tare) tare)
1 | “Boroo Gold” LLC 55.2 - 55.2 2,281.0 41.3
2 | “Energy Resource” LLC 3.0 - 1.0 554.9 2774
3 | “Mon Co”LLC 4.0 - 6.1 200.1 39.6
4 | "South Gobi Sands” LLC 10.6 11.7 12.6 197.5 11.3
5 | “Tsairt Mineral’LLC 4.0 4.0 146.3 36.6
6 | “Chinkhua MAK nariin sukhait” LLC - 0.2 0.3 93.3 373.3
7 | “Tavan Tolgoi” LLC 0.6 6.1 0.9 46.7 184
8 | “Dun-Erdene’LLC 3.2 - 3.2 33.2 104
9 | “Bulgan Gangat” LLC 4.1 - 4.1 30.0 7.4
10 | “Andiin lich” LLC 3.2 4.0 1.3 21.2 7.5
11 | “Berkh UuL” LLC 22.5 - 22.5 20.9 0.9
12 | “Bold Fo ArDa” LLC - 0.1 - 18.9 134.7
“Shivee Ovoo” JSC, “Erdenes-
13 | MGLLLC - - 0.7 18.6 79.7
14 | “Mongol Alt” (MAK) LLC 3.1 - 3.0 18.4 6.0
15 | “Erdenes Tavan Tolgoi” JSC - 1.2 - 17.9 44.7
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Technic_al Soil reme- Biologi_cal _ C(_)s:ts
No. Companies _Ren‘_ledla- diation (in r_emedla- Cost_(|_n MNT (million
tion (in hec- hectare) tion (hec- million ) MNT/ Ha)
tare) tare)

16 | “Shariin Gol” JSC 0.7 4.0 - 16.8 10.7
17 | “Aduun Chuluun”JSC 5.1 1.0 2.0 16.0 5.9
18 | “Datsan Trade” LLC 0.1 - 0.1 11.3 113.0
19 | “Khurai” LLC 1.2 - 1.2 9.3 7.5
20 | “Bayalag Ord” LLC 2.5 1.7 1.7 7.2 3.7
21 | “Gurvan Tuhum’LLC 3.9 3.9 6.6 1.7
22 | “Bayanteeg”JSC 3.7 - - 5.5 15
23 | “Gurvan Tuhum’LLC 4.4 4.4 5.0 1.1
24 | “Khotgor” LLC 1.0 1.8 1.8 2.9 1.9
25 | “Erel’LLC 04 - 0.4 2.7 6.8
26 | “MCTT’LLC 0.1 - 0.1 25 27.8
27 | “Shin Lun"LLC 0.3 - 0.3 2.0 5.9
28 | “Chingisiin Khar Alt"LLC - 1.2 - 1.6 1.3
29 | “Mondulaan Trade” LLC 2.8 - 2.8 15 0.6
30 | “Mogoin Gol” LLC 4.5 1.0 - 0.8 0.3
Total amount 144.3 34.0 133.6 3,790.6 42.6

Described in the above table, the companies’ expenditure was compared to the operations they performed for envi-
ronmental remediation reported. According to the data, companies appear to have significant differences in the key
metric of cost hectare.

This casts some doubt on the reliability of data reported by companies. In particular, the largest amount of 2,251.0
Million MNT was spent by Boroo Gold LLC for technical and biological remediation in 55.2 hectare (41.3 million MNT
per hectare), whereas Mogoin Gol LLC has spent only 0.8 million MNT claiming that the remediation works covered
4.5 hectares soil remediation and 1 hectare matrix soil (nutritious).

Thus, 0.8 million MNT is insufficient for remediating such an area which might indicate inaccurate technical and fi-
nancial reports of environmental remediation by the companies. Therefore there is a doubt that some companies’
information may be incorrect.

7.5 Analysis on Implementation of Mining Activity Plan

128 companies submitted Analysis on Implementation of Mining Activity Plan by mining production commaodity; there
were 45 companies run exploration activity and 13 oil companies which were not involved in this information.
Information of the 40 companies that submitted Analysis on Implementation of Mining Activity Plan is summarized
below by same unit measurements. Copper, zinc, lead, fluorspar, iron, limestone and gypsum are summarized in this
table. In future, a different questionnaire should be designed for oil companies. (See details in Appendix L) It is ap-
propriate to prepare an additional questionnaire for Oil Company.
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Among 200 companies that reported their 2011 mine production, following companies has achieved the production
%ages of their mine plans:

Company

Activity

% of achievement

Erdenet Mining corporation LLC

copper mining

101.8-106.0 %

Tsairt Minerals LLC

zinc mining

101.0-127.1%

Northwind LLC

phosphorus mining

109.0-172.7 %

Other companies mentioned performed 3.9 % -47.9 % less than shown in their mine plan.
Information of the 4 companies undertaking gold concentration that submitted gold mining activity plan and perfor-
mance are summarized below: (See details in Appendix L)
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Information of the 40 companies that submitted mining activity plan and performance are summarized below: (See

details in Appendix L)
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Information of the 35 companies that submitted coal mines activity plan

(See details in Appendix L)
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and performance are summarized below:

Earth removal (in thousand cu- Product output Sales of products
bic meters) (Coal, in thousand ton) (Coal, in thousand ton)
135,361.3 113,429.6 83.8 | 34,575.0 | 28,898.0 83.6 33,1824 26,556.0 80.0
Companies are listed in order of quantity of carried out soil removal work in 2011 below:
Company name Eﬁéﬂ's;?%gl) Minerals contained
Energy resource LLC 19,906.0 Coal
Southgovi sands LLC 18,178.4 Coal
Mongol Alt Mak LLC 17,533.8 Coal
Baganuur JSC 15,453.4 Coal
Tavantolgoi LLC 12,378.4 Coal
Shivee ovoo JSC 6,247.0 Coal
Erdenet mining corporation LLC 5,670.0 Copper
Chinkhua Mak nariin sukhait LLC 5,004.4 Coal
Khangad exploration LLC 3,941.6 Coal
Erdenes Tavan tolgoi JSC 3,844.3 Coal
Other 21875.3
Total 130,032.6

Due to the companies being involved in many different categories of mining, thus making it difficult to compare (as we
were requested to do) the amounts indicated in operations such as mining, production, product manufacturing, sales
of product, the amounts have been converted and classified here to have same unit measurements. Nevertheless,
this data can be highly misleading.

We have prepared the information on natural environment protection and rehabilitation work and execution research
of mining work plan based on information provided by MRAM.
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7.6 Movement in Mining and Exploration License holdings

Changes in Mining and Exploration Licenses of Companies involved in the Reconciliation are as follows: (See details
in Appendix M).

Number of Mining Licenses Number of exploration licenses
At the At the be-
beginning Issued Ceased A'([);hzeoﬂd ginning of Issued Ceased AL;hZ%iQd
of 2011 2011
Covered 382 26 10 398 578 24 57 545
companies

At the beginning of 2011, 107 (out of the total 200 companies involved in the reconciliation) hold 382 mining licenses;
by the end of 2011 the number had increased to 398. The following companies obtained one mining license each by
converting their exploration licenses: Bayan tegsh LLC, Gurvan zam LLC, Dorniin Khuder LLC, GLDB LLC,
Munkhnoyon suvarga LLC, Olon ovoot gold LLC, Southgovi sands LLC, COAL LLC, CMKI LLC, Khan shijir LLC and
Ejbalei LLC; 6 companies obtained 15 mining licenses from other companies. The companies, Bayalag Ord LLC,
Beren group LLC, Gunbileg trade LLC, Erven khuder LLC and Erdenes MGL LLC transferred their 1-5 exploration
licenses each to others.

For exploration licenses, at the beginning of 2011, 69 of those 200 companies held 578 exploration licenses; by the
end of 2011, it had reduced to 545.

The following companies obtained in total 24 exploration licenses (up to 7 each) by transferring from other compa-
nies: GeominLLC LLC, Gobi Coal and Energy LLC, Ikh Mongol Mining LLC, Cascade LLC, Mondulaan trade LLC,
Mon Laa LLC, Mongol Altai Resources LLC, OGCAL LLC, CCEM LLC, Sod gazar LLC, Terra Energy LLC, Tengry
terra resources LLC, Hera investment LLC and Khotu LLC. 6 licenses expired: 1 license of Asiagold LLC, 3 licenses
of Tethys Mining LLC, 2 licenses of Erdene Jas LLC respectively.

As per detailed information from MRAM, 1841 companies hold 1200 pcs of exploration licenses, 2576 pcs of exploita-
tion licenses. (See details in Appendix M a,b).

7.7 Companies that hold most exploration and mining licenses

From 200 companies involved in the reconciliation, most license holders are listed below:

Deposit in " : "
Exploi- Explo-
. Budget for R c
Companies ) tation ration Total Company type
environmetal ) .
P license | license
rehabilitation
1.“Tethys Mining” LLC - 63 63 | With 100 % foreign investment
2. “Altan Dornod Mongol” LLC - 29 6 35 | With 100 % foreign investment
3. “Liubodivincvei Resource” LLC 10,000.0 3 27 30 | With 100 % foreign investment
4. “Central Gold Mongolia” LLC 1,625.0 7 20 27 | With 100 % foreign investment
5. “MoEnCo” LLC 66,442.0 10 9 19 | With 100 % foreign investment
6. “Gobi consolidated” LLC 4,175.0 18 18 | With 100 % foreign investment
7. “Erdene Jas” LLC 2,601.5 17 17 | With 100 % foreign investment
8. “Batu Mining Mongol”’LLC - 15 15 | With 100 % foreign investment
9. “South Gobi Sands” LLC 125,745.0 3 12 15 | With 100 % foreign investment
10. “Samtan Mores LLC 900.0 14 14 | With 100 % foreign investment
Amount 211,488.5 52 201 253
11. “Gobi Coal and Energy” LLC 7.775.0 4 o8 32 \évgztloo % Mongolian invest
- 3 — -
12. “Mongol Alt MAK” LLC 7,050.0 22 9 31 mstloo % Mongolian invest
- 2 — -
13. “Gatsuurt’LLC 7,575.0 18 3] 21 ‘r;"g:]‘tloo 76 Mongolian invest
- 3 — -
14. “Orchlon Ord” LLC . 16 | 16 | Yih 100% Mongolian invest
- 3 — -
15. “Olon Ovoot Gold” LLC . 7 g 15 Wih100% Mongolian invest
16. “Datsan Trade” LLC 3,827.5 11 3| 14 ‘r:]"g;‘tloo % Mongolian invest-
17. “Tengry terra Resource” LLC 6,365.0 13 13 | With 100 % Mongolian invest-
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Depositin " oi " |
: Budget for Exploi- Explo-
Companies ) tation" ration" | Total Company type
environmetal . .
A license | license
rehabilitation
ment
18. “MRS MGL'LLC 600.0 13| 13 \r;vgztloo % Mongolian invest-
Amount 33,192.5 62 93 155
p » State property, with foreign
19. “Mongolrustsvetment” LLC 76,313.5 33 3 36 investment
20. “Berkh Resource” LLC - 13 13 | Joint with foreign investment
Amount 76,313.5 33 16 49
Total amount : 320,994.5 147 310 457

Half of all licenses are held by the 20 largest companies. Those licenses represent 49% of total licenses in the end of
2011 held by the Covered Companies.

7.8 Survey on Agreement implementation

We send an official letter with referenceNe2/38 to companies on August 10, 2012 at the beginning of the reconciliation
and requested them to submit copy of their contracts concluded with Local Administrative Organization where they
operate or contract implementation report. Only 21 companies or 10% replied to us. 39 contracts were concluded
between Local Governor Office and 29 companies at repeated number. Summary of contracts is illustrated below:
(See detailed information in Appendix N).

Number of Number of | Local organizations
Ne | Contracttype contracted contracts concludgd contract
company
Contract on implementation of environmental pro-
1 - o 5 8 8
tection laws and legislation
2 Cooperation agreement 8 8 7
3 Contract on water use 8 8 7
4 Contract on land ownership 6 7 7
5 Contract on conducting exploration 1 1 1
6 Other 1 7
Total 29 39

7.9 Quality of Information provided for the purpose of the report

When we first addressed the companies, we sent official letters with appendices concerning:
e survey on compliance with IFRS,

letter of management responsibility,

campaign of mining and exploration,

environmental protection and restoration report,

survey on result of “Execution of Mining work plan”,

result of implementation of agreement with local authorities.

The quality of reports and information the companies sent was low, and reports were only superficially completed.
Appendices had to be requested several times.

Companies considered that they had already provided this kind of information because they were obliged to send
“Execution of Mining work plan” to MRAM (Form Ne2.7) and “Environmental protection and restoration report” (Form
Ne2.9). We sent a letter to the companies requesting a copy of such documents.

Companies repeated the same mistakes as last year (confusing units such as m3 with ha, ton with kg). We requested
MRAM to prepare a survey of implementation of “Execution of Mining work plan” and “Environmental protection and
restoration report” But the information received from MRAM was also unsatisfactory. For Example:

1) in responding to the survey on implementation of “Execution of Mining work plan”, for various different min-
erals, the quantities were denominated in a mix of kg and ton and then combined in one form but not sum-
marized. Quantative indicators on environmental protection and restoration report contained errors and the
implementation percentage was incorrect. Last year, the form was prepared and submitted correctly.

2) During this period, the MRAM officer in charge was on vacation and acting officer did not do a good job of
preparing information and surveys.
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3) The number of special mining licenses in the “Report of movement on Exploration and mining special li-
cense” and number as at 31% December 2011 in the “Special license holder entities survey” were different.
Information from two divisions of the same organization was different, indicating that coordination was not
good and control was weak.

4) Customs General Administration sent information in total rather than by individual payments. For this rea-

son, differences between the amounts of custom duties and custom service charge paid by companies and
the amount reported by the Administration are unresolved, despite being requested continually. Customs
General Administration neglects the EITI reconciliation report. The National Council should consider this.

7.10 Participation of Government and Companies

We send an official letter to 491 organizations and obtained information as follows:

Number of organ-
ization to which
letter was sent

Ministries and Agencies 31
State Budgeted Organization 33
Aimag 21
Soum 198
District 8

Company 200
Total 491

In accordance with our terms of reference, we evaluated the transparency and culture of communication of reporting
organizations, as follows:

Number of Govern- Evaluation
ment Organization
involved n t_he Rec- Satisfactory Average Inadequate
onciliation
Gover_nme_nt 11 5 4 2
Organizations
L_ocal administra- 21 8 5 8
tion
Companies 200 54 118 28

Government organizations

As regards Government organizations, we evaluated

“Satisfactory” — 5 entities,
“Average” - 4,
“Inadequate” - 2. (See detail in Appendix O).

The ‘satisfactory’ organizations were Mongolian Tax Authority, Petroleum Authority and Natural Resources Depart-
ment of the Ministry of Environment and Green Development and the General Department of Social Insurance.
The Ministry of Finance, Mongolian Customs General Administration, Mineral Resource Authority of Mongolia and
Nuclear Energy Authority of Mongolia we evaluated as “Average” for the following reasons:

Ministry of Finance delayed answering an official letter and it was generally very difficult to get answers from
the Ministry.

We send an official letter with reference Ne2/41 Customs Authority on August 20, 2012 in order to solve dis-
crepancy. It refers that “last year your organization sent us information on receipts of customs tax and ser-
vice fee paid by companies in whole amount instead of separate by each item. If you send them in whole
amount, we are not able to solve the difference and contact you again and again; so could you please send
us breakdown of payments”. But they did not concern the letter and sent us taxes and service fees in whole
amount same as last year.

MRAM did not provide responses in a rational way regarding payments and service charges paid by license
holders. This wasted much time and it was hard to find necessary results. On the other hand, compared to
the previous year, mining and exploration license fee was reported in Tugriks, and on a timely basis.
Nuclear Energy Authority did provide full information; we requested them again and received required in-
formation.

Reasons to assess “Inadequate” were as follows:
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State Professional Inspection Agency (SPIA) included penalties they levied in the Government reconciliation
report, so we wrote to SPIA to clarify differences on the amount of penalties when compared to company
reports. We worked with the General Accountant of SPIA for several days without success and eventually
they advised us to check the statement of penalty with the deposit account of the Treasury Department of
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the Ministry of Finance. No satisfactory reply was received. A late reply included information about mostly
unrelated entities.

e Department of Labor and Social Service delayed replying to an official letter for reconciliation report. The of-
ficer in charge of ‘foreign specialists and workforce workplace’ payment refused to cooperate on grounds of
anticipated pending redundancy.

8 local administrative organizations received good mark, 5 - average, and 8 - bad marks. Openness of local adminis-
trative organizations is illusterad in detail. (See Appendix “O”).

e Based on detailed information provided by the companies, we sent an official letter Ne2/53 prepared jointly
by Mongolian EITI and Ulaanbaatar Audit Corporation LLC through fax on September 26, 2012 in order to
clarify difference on tax, fee, payment, charge, service fee and donation paid to local budget and received
reply from them. In evaluating governor offices of aimags, we considered their responsiveness to the letter
and preparation of complete and correct information indicated in the annex.

e Most of them provided incomplete and incorrect information. We contacted those more than 5 times to get
correct information. That is complicated to us, organizations and companies participating in the reconcilia-
tion.

Average mark was given because of the following reasons:

e Governor Office of Bayankhongor aimag was requested many times; governor offices of Shinejinst and
Bayan-Ovoo provided incomplete information.

e Companies gave importance to term and provided information without delay except Governor Office of
Khuvsgul aimag provided incomplete information on payment and donation paid by local budget companies.
We contacted the companies again and obtained primary accounting documents.

e Governor Office of Darkhan-Uul, Dornod and Orkhon aimags did not provide information in time and was re-
quested many times.

Inadequate mark was given because of the following reasons:

e During the reconciliation, Governor Office of Bayan-Ulgii aimag responded in writing that they did not receive
any donation which was reported by Government Report.

From this we view that quality of submitted information was bad, attitude towards preparation of correct re-
port and information was low, and rough information and reports were submitted.

¢ When we called relevant officials and inquired them how was their preparation of information and when they
were able to send 5 days after sending letters to governor offices of Dornogovi, Zavkhan, Selenge, Uvs and
Khovd aimag, they replied that information and report preparation was not started. They sent information af-
ter being requested many times. Governor Office of Uvs and Khovd aimag provided incomplete information.
For Zavkhan aimag, it has to provide not much information covering 1-3 soums from few mining companies,
but it failed to submit in time. Those aimag paid less attention in submitting information within term.

e Governor Office of Dundgovi aimag participates reconciliation work inactively every year, and submits incor-
rect and incomplete information, does not pay attention in submitting information and report within term, and
is requested many times.

e Governor Office of Umnugovi aimag has explained that they were not able to provide information again on
donation received from mining companies because they reported those in this year’s report. And they sub-
mitted required information after delaying. Officials who are responsible to prepare information submitted in-
complete information of governor offices of some soums because they were on business trip to soums. They
delayed sending information and submitted one month after receiving our official letter. Report of the aimag
prepared by Government were at lump sum amount and donation and assistance were classified in wrong
category; donation provided by companies were not reported completely; we required to confirm again many
times because during the reconciliation companies provided detailed in information in which they increased
their previously reported amount.

Companies
Regarding Companies, our assessment was:

e ‘“Satisfactory” — 54 companies

e “Average” - 118

e “Inadequate” - 28

See the Appendix - Q for Companies’ openness /transparency

For Transparency and communication culture of following companies were assessed as “Satisfactory”:

1.Aduunchuluun JSC 15.Datsan Trade LLC | 29.0dod Gold LLC 3 Taizhong development
2.Asiagold Mongolia LLC 16.GLDB LLC 30. Olova LLC 44. Tethys Mining LLC
3.Altai Khangai Burd LLC 17.Jotoin Bajuuna LLC 31.0rchlon Ord LLC 45. Ten khun LLC
4.Alshaakhairkhan LLC 18.Zaraya Holdings LLC | 32.Ochir-Undraa LLC 46. Ulzgol LLC
5.Bayalag Ord LLC 19.Zuunmod Uul LLC 33.0yut Ulaan LLC 47. Khartarvagatai JSC
ﬁLBC""ya” Airag Exploration 54 1t Gold LLC 34.0GCHL LLC 48. Khos khas LLC
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7.Bayan Erch LLC

21.Cascade Mining LLC

35.Pertocoal LLC

8.Bayanteeg LLC

22.Kojegovi LLC

36.Redhill Mongolia LLC

50. Chinkhua Mak nariin
sukhait LLC

9.Belgraviy Mining LLC

23.MEC LLC

37.Sansariin Geology

khaiguul LLC

51. Shine shivee LLC

10.Bulgan Gangat LLC

24.Mon Laa

38. Southgobi sands LLC

52. Emeelt mines LLC

11.Bumbat Resources LLC

25.Mongol Uranium Re-

39. Centrera gold mongo-

53. SBF LLC

sources LLC lia LLC
12.Berkh-Uul LLC 26.Mongoljuyanili LLC 40.CCEM LLC 54. Boroo Gold LLC
13.Golden Gobi Mining LLC | 27:Mongolrostsevetmet 4y o\ ) ¢

LLC

14.Golden Cross LLC

28.Munkh Noyon
Suvarga LLC

42.Sonor trade LLC

For providing brief accurate information for preparation of the reconciliation report in short period of time, above men-

tioned companies were assessed as “Satisfactory” as regards transparency and communication culture.

We assessed as “Inadequate” for transparency and communication culture the following companies:

1. Altan dornod mongol
LLC

8. Gatsuurt LLC

15. Zhu YuE LLC

22. Tavantolgoi LLC

2. Batu Mining Mongolia
LLC

9. GBNB LLC

16. Ikh Khan Uul LLC 23.

Khanshijir LLC

3. Big Mogul Coal and En-
ergy LLC

10. Geomin LLC

17. Mongol altai resources

LLC

4. Bold tumur yruu gol LLC

11. Gunbileg gold LLC

18. Mongol metal mining

25. Khuden LLC

LLC
5. Broad LLC 12. Gunbileg trade LLC 19. Olon ovoot gold LLC 26. MRCMGL LLC
6. Bumban-Olz LLC 13. Delger-Orchlon LLC 20. COAL LLC 27. Erdene jas LLC
7. Bumbat LLC 14. Jinghua ord LLC 21. CCM LLC 28. Erdenes Tavan tolgoi

JSC

The Reason to assess as “Inadequate” was that they delayed providing detailed information or provided incomplete
or no information or no appendices. Much time and effort was spent writing letters to companies who refused to sup-

port EITI.

7.11 Donations and support provided to Governmental Organizations

Per reports from the Companies, they provided donation and support of 14,872.70 million MNT to Ministries and
Agencies. And Ministries and Agencies reported that they received donations and support of 14,851.7 million MNT,

unresolved difference reached to 21.0 million MNT. (See Appendix R and S).

Donations and support provided to Governmental Organizations

(in thousand MNT)

; Unre- ; ;
. After adjustment Company provided donation
Ne Organizations re- ) solved panyp
ceived donation Government Company de';fg' Name of company
Energy Resources LLC,
1 | Ministry of Finance 21,000.0 21,000.0 Erdenet Mining Corporation
LLC
5 Mlnl_stry of Foreign 14.000.0 14.000.0 Mon Polimet LLC, Energy Re-
Affairs sources LLC
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N After adjustment Unre- Company provided donation
Ne Organlzatlong re- sqlved
ceived donation Government Company d;;fs(re- Name of company
Petrochina Dachin Tamsag
LLC, Boroo Gold LLC,Ten
Khun LLC,Chinkhua MAC
3 | MMRE 25,880.0 27,880.0 (2,000.0) | Nariin Sukhait LLC ,Shanlun 8
LLC,APEXPRO LLC, Erdenet
Mining Corporation
LLC,MonEnCo LLC
4 | State Property Commit- 453,208.3 453,208.3 Shivee Ovoo JSC, Erdenet
tee Mining Corporation LLC 2
5 | Mineral Resource Au- 10,800.0 10,800.0 Dun Yuan LLC, MonEnCo LLC
thority 2
Zon Khen Yu Tian LLC,Petro
Matad LLC,Petrochina Dachin
Tamsag LLC,Sansaryn Geolo-
gy Khaiguul LLC,Donsheng Oil
. . LLC,Shaiman LLC,APEXPRO
6 | Oil Authority 266,695.6 266,695.6 LLC.NPI LLC,Magnai Trade 12
LLC,Golden Ci Petrolium
LLC,Govi Energy Partners
LLC,MCS LLC, Petro Mongolia
LLC
7 | Professional Inspection | 53 79 5 213,799.2 Oyu Tolgoi LLC
Office 1
8 Labor and Welfare 5.879.999.0 5.879.999.0 Oyu Tolgoi LLC, Ten Khun
Agency LLC 2
Traffic Police General Oyu Tolgoi LLC, Chingis Khar
9 Department 1.500.0 1.500.0 Alt LLC 2
10 Police General De- 31,000.0 31,000.0 _Dun Yuan L_LC, Erdenet Min-
partment ing Corporation LLC 2
Baganuur JSC, Shivee Ovoo
. JSC, Energy Resources LLC,
11 | Science Academy 33,500.0 33,500.0 Erdenet Mining Corporation 5
LLC, Shariin Gol JSC
Zon Khen Yu Tian LLC, QGX
Mongolia LLC, Golden Ci
Foreign Investment Petrolium LLC, Dun Yuan LLC,
12 Agency 13,800.0 13,800.0 Chinkhua MAC Nariin Sukhait 7
LLC , APEXPRO LLC, Petro
Matad LLC
MonEnCo LLC,Oyu Tolgoi
LLC, Southgobi Sands
LLC,Western Prospector Mon-
L ) golia LLC,Tsairtmineral
13 | Immigration Office 60,234.7 69,762.7 (9,528.0) LLC,Shing Shing LLC,Zon 8
Khen Yu Tian LLC,Capcorp
Mongolia LLC,Petrochina
Dachin Tamsag LLC
14 Stock E_xchange of 175345 17.534.5 Shivee Ovoo JSC, Energy
Mongolia Resources LLC 2
15 | Professional Education |, nq8 5441 | 4098,244.1 Oyu Tolgoi LLC
Training Centre 1
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; Unre- : ;
N After adjustment Company provided donation
Ne Organizations re- Ju solved pany provi I
ceived donation Government Company d;;fs(re- Name of company
16 Central Laboratory of 23.652.1 23.652.1 Erdenet Mining Corporation
Customs LLC 1
17 | Govemor Office of Me- 8,950.0 (8,950.0) | Sod Gazar LLC
tropolis L
Auto transportation
18 Authority of Metropolis 500.0 (500.0) AUMLLC 1
19 | InvestmentAgencyof | 35916000 | 3,291,609.0 Boroo Gold LLC
Metropolis 1
National Centre for
20 | Standard and Meas- 1,000.0 1,000.0 Southgobi Sands LLC 1
urement
21 | Sukhbaatar District 50.0 50.0 (Shinkhua MAC Nariin Sukhatt |
22 tsri‘zrt‘g'“o"harkha” Dis- 1,000.0 1,000.0 Gatsuurt LLC L
Shing Shing LLC, Tugrug
Mining Safeguarding Nuuryn Energy LLC, Redhill
23 Agency 25,600.0 25,600.0 Mongolia LLC, Ten Khun LLC, 5
Olon Ovoot Gold LLC
. . Peadody Winsway Resources
24 | Child Detention Centre 9,104.1 9,104.1 LLC, Kogigobi LLC 2
Police Station of
25 Bagakhangai District 400.0 400.0 Taats Murun LLC 1
Khoroo 20" of
26 Bayangol District 1,100.0 1,100.0 Dun Yuan LLC, Gatsuurt LLC
Khoroo 4™ of
27 Bayanzurkh District 193.0 193.0 Gurvantukhum LLC 1
Mongolian National Oyu Tolgoi LLC, Tsairtmineral
28 Broadcasting 14,938.0 14,938.0 LLC 2
Total 14,509,841.6 | 14,530,819.6 | (20,978.0) - 74

Explanation note: Donation 8,950.0 thousand MNT provided by Sod Gazar LLC was reported in the category, dona-
tion provided to aimag and capital city in company adjustment table. This difference was not resolved. Total amount
of the above table, donation provided to government organizations, was over by 8950.0 thousand MNT.

Donations and assistance from companies to local government organizations
Companies reported that they provided donations and supporting of 12,072.5 million MNT to Local Government or-
ganizations. But Local Government reported that they received donations of 11,955.6 million MNT. (See Appendix R

and S).
(in thousand MNT)
|| e e After adjustment slf)rl]\:g;j Companies provided difference
Government Company difference Name Ne
1 | Arkhangai 50,000.0 50,000.0 - Beren Mining LLC 1
. Kazmon Contact LLC, Geomin LLC,
2 | Bayan-Ulgii 7,050.0 8,250.0 (1,200.0) Erdene jas LLC 3
Mongolbalgorgeo LLC, Ododgold
LLC, Khanshijir LLC, Andyn Temuulel
3 | Bayankhongor 404,343.4 419,493.4 (15,150.0) | LLC, Jamp Alt LLC, Bayalag Ord LLC, 8
Gobi Coal and Energy LLC, Bayajmal
Alt LLC,
GBNB LLC, Tengry Terra Resource
4 | Bulgan 492,542.6 492,542.6 . LLC, Mon Polimet LLC, Mongol Metal 6
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Name aimags

After adjustment

Government

Company

Unre-
solved
difference

Companies provided difference

Name

Mining LLC, Yrmun Uul LLC, Erdenet
Mining Corporation LLC

Govi-Altai

154,611.7

161,162.3

(6,550.6)

MonEnCo LLC, Altain Khuder LLC,
Gobi Coal and Energy LLC, Marco
Polo LLC, Sod Gazar LLC, Tengry
Terra Resource LLC, Samton Mores
LLC, Gobi Consolidated LLC

Govisumber

430,.631.0

430,.631.0

Shivee Ovoo JSC, Shine Shivee LLC,
MCTT LLC, Oyu Tolgoi LLC

Darkhan-Uul

34,160.3

36,664.3

(2,504.0)

Shariin Gol JSC, Erel LLC, Dadizi Yan
LLC

Dornogovi

1,199,536.6

1,200,036.6

(500.00)

Kazmon Contact LLC,
Mongolrostsvetmet LLC, Tsairtmineral
LLC, Chingisyn Khar Alt LLC, MCTT
LLC, Erel LLC, Mongol Uranium Re-
source LLC, Peadody Winsway Re-
sources LLC, Mongol Alt Mac LLC,
Taishen Development LLC, GLDV
LLC, Shine Shivee LLC, Sod Gazar
LLC, Sod Gazar LLC, Kogigovi LLC,
Donsheng Oil LLC, Bayantegsh Impex
LLC, Zaraya Holdings LLC,
Berhresource LLC, Tengry Terra Re-
source LLC, Zon Khen Yu Tian LLC,
Orchlon Ord LLC, Commod LLC

22

Dornod

474,347.7

479,827.7

(5,480.0)

Mongol Alt Mac LLC, Petro Matad
LLC, Petrochina Dachin Tamsag LLC,
Aduunchuluun JSC, Buman-Olz LLC,
Shing Shing LLC, Senterra Gold Mon-
golia LLC, Dun Erdene LLC, Jamp Alt
LLC, Emeelt Mines LLC, NPI LLC,
Tengry Terra Resource LLC, Zaraya
Holdings LLC, Boroo Gold LLC,
Shanlun LLC

15

10

Dundgovi

104,700.0

108,422.7

(3,722.7)

Mongolrostsvetmet LLC, Samton Mo-
res LLC, Taishen Development LLC,
Gobi Coal and Energy LLC, Big Mogul
Coal and Energy LLC, MCTT LLC,
Erdenet Mining Corporation LLC,
Erdene Jas LLC, Mongol Alt Mac LLC,
Southgobi Sands LLC, Ikhmongol Min-
ing LLC

11

11

Zavkhan

3,000.0

3,000.0

Tengry Terra Resource LLC, Samton
Mores LLC

12

Orkhon

33,200.0

33,200.0

Erdenet Mining Corporation LLC

13

Uvurkhangai

172,047.5

172,047.5

AUM LLC, Gatsuurt LLC, Bayanteeg
JSC

14

Umnugovi

4,557,806.9

4,583,595.1

(25,788.2)

Khangad Exploration LLC, Oyu Tolgoi
LLC, Southgobi Sands LLC,
Tavantolgoi JSC, Ikhmongol Mining
LLC, Chinkhua MAC Nariin Sukhait
LLC, Energy Resources LLC,
Alishaakhairkhan LLC, Sod Gazar
LLC, ONTRE LLC, Munkh Noyon
Suvarga LLC, CCEM LLC, AGM Min-
ing LLC, Olon Ovoot Gold LLC, Terra
Energy LLC, Asiagold Mongolia LLC,
Peadody Winsway Resources LLC,
Dun Yuan LLC, Bold Fo R Da LLC,
Golden Govi Mining LLC, Erdenes
MGL LLC

21
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Name aimags

After adjustment

Government

Company

Unre-
solved
difference

Companies provided difference

Name

15

Sukhbaatar

627,682.5

627,682.5

Petro Matad LLC, Andyn lich LLC,
Bayan Erch LLC, Urmun Uul LLC,
Tsairtmineral LLC, Erven Khuder LLC,
Sod Gazar LLC, Cascade Mining LLC,
Senterra Gold Mongolia LLC,
Mongoljuanili LLC, Boroo Gold LLC,
Govi Exploration LLC , Kogigovi LLC

13

16

Selenge

2,377,705.2

2,419,420.1

(41,714.9)

Khanshijir LLC, Khunan Jinlen LLC,
Khurai LLC, Redhill Mongolia LLC,
Bold Tumur Eruu Gol LLC, Boroo Gold
LLC, Gatsuurt LLC, Shar Narst LLC,
Peninsulamining LLC, Sonor Trade
LLC, Buurgent LLC, Kazmon Contact
LLC, JKMK LLC, Erdes Holding LLC,
Tengry Terra Resource LLC, Camex
LLC

16

17

Tuv

554,625.0

567,925.0

(13,300.0)

litgold LLC, Ten Khun LLC, Ankai In-
ternational LLC, JKMK LLC, Erdene
Jas LLC, Mondulaan Trade LLC,
Peadody Winsway Resources LLC,
Tugrug Nuuryn Energy LLC, Gunbileg
Gold LLC, Mongolrostsvetmet LLC,
Mon Polimet LLC, Bulgan Gangat LLC,
Bud Invest LLC, Jotoin Bajuuna LLC,
Shijir Alt LLC, Mongol Alt Mac LLC,
Taats Murun LLC, Gurvantukhum LLC

18

18

Uvs

101,432.4

101,432.4

Khar Tarvagatai JSC, Datsan Trade
LLC, Khotgor LLC, Khotgor Shanaga
LLC, Mongolrostsvetmet LLC

19

Khovd

281,113.0

282,043.0

(930.0)

MonEnCo LLC

20

Khuvsgul

108,645.0

108,645.0

Mogoin Gol JSC, Mon-Ajnai LLC,
Khurgatai Khairkhan LLC, Erdenet
Mining Corporation LLC, Govi Exporta-
tion LLC

21

Khentii

128,298.8

128,298.8

Mongolrudprom LLC, Northwind LLC,
Berkh-Uul LLC, Lut Chuluu LLC,
Aivuun Tes LLC, Kazmon Contact
LLC, Mongolrostsvetmet LLC, Jinhua
LLC, Zu Yu E LLC, Bayantegsh Impex
LLC

10

Total amount
of aimags

12,297,479.7

12,414,320.1

(116,840.4)

175

Total amount
of Govern-
ment Organi-
zations

14,509,841.6

14,530,819.6

(20,978.0)

Total

26,807,321.3

26,945,139.7

(137,818.4)

Explanation note: Donation provided by Sod Gazar LLC to Governor Office of Metropolis was short by 8950.0 thousand

MNT; donation provided to government organizations was over by this amount.
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7.12 Study on difference in reconciliation report

(in million MNT)
Number_of Presented
: . compantes - .isial dif- . .
aln Name audit consortium Year involved in ference Working | National
the reconcili- Group Council
ation
1 Crane White Associate 2006 25 (96,826.9) 25,094.2
> IEarynssi:iYoung Mongolia and Ernst Young Ma- 2007 38 (23,442.4) 7750
Consortium of Hart Nurse Ltd and
3 Ulaanbaatar Audit Corporation LLC 2008 46 (47,148.9) 85234 431.0
Consortium of Hart Nurse Ltd and Ulaanbaa-
4 | tar Audit Corporation LLC 2009 101 (265,507.7) | 143,400.0 58.2
Consortium of Hart Nurse Ltd and Ulaanbaa-
5 tar Audit Corporation LLC 2010 150 11,133.2 426.5 0.358
Consortium of Hart Nurse Ltd and Ulaanbaa- 4,383.6"
6 | tar Audit Corporation LLC 2011 200 477,553.3 339.6° 74.6

'Unresolved difference presented at the first Meeting of Working Group
2Unresolved difference presented at the second meeting of Working Group
As shown on the above table, 2011 reconciling has the most initial difference.

7.13 Study on taxes, payment, charges, fees and donation paid locally by each aimag

We aggregated financial flows of taxes, payment, fees, charges and donation paid locally by each aimag as suggest-
ed by members of Working Group during the meeting of Working Group (see details at Appendix P)

Financial flows which were confirmed by the detailed information provided by Government and companies during the
reconciliation were illustrated in this appendix. Some financial flows might be not included in this appendix because
there is need to confirm financial flows which did not differ initially.

8. ISSUES AND RECOMMENDATIONS

In accordance with EITI requirement 17, we put forward the following recommendations for strengthening the EITI
reconciliation process.

Recommendations made in previous years have not been fully implemented as shown below. We commend these to
the National Council for reconsideration. In our view, if the previous recommendations had been implemented, a
number of the issues arising in the course of the Sixth reconciliation could have been avoided.

Recommendation pro-

Ne vided Implementation Explanation
Companies that hold a number of exploration licenses are
Selecting companies to not involved in reconciliation. But companies such as
1 | getinvolved in the Rec- Not implemented Sinchi Oil and Eermel,
onciliation Report which licenses were transferred and suspended, are par-
ticipated in the reconciliation.
We recommended to exclude charge and service fees
because they is not
financial flows that can influence EITI Reconciliation Re-
Include some payments .
L port and include
and fees fully in initial : I .
. environmental rehabilitation fee paid to local fund, fee for
aggregation and exclud- . o .
2 . Not implemented recruiting foreign
ing some payments and . - . . .
e employee in the initial aggregation. No implementation of
fees from initial aggrega- .
tion the recommendation
caused discrepancy of 10.3 billion MNT. Of those payment
8.5 billion MNT, service fee 1.1 billion MNT, deposit 0.7
billion MNT.
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10

11

Financing of Oyu Tolgoi

Include advance paid in
compliance with Invest-
ment Agreement in EITI
Report

Improve recording of in-
come received by local
fund

Implement procedure to
record donation and as-
sistance

Improve quality of EITI
Report

Procedure for return of
templates and its support-
ing details

Mainstreaming the EITI
process

Transparency in public
service

Advertising of the EITI
work to the public

55

Not implemented

Not implemented

Not implemented

Not implemented

Not implemented

Not implemented

Not implemented

Not implemented

Not implemented

Government failed to report investment advance of
USD100 million in 2009

and USD50 million in 2010 in its initial report. Government
should include

those transaction in its report; Working Group should re-
view templates every year

and make appropriate changes and improve them.

The above mentioned recommendation is not implement-
ed.

Also advance of USD 100 million is not included in 2011
reconciliation report.

Monetary payment transaction as advance may happen in
major mining

projects to be implemented in Mongolia. So Working
Group is required

to make particular decision and procedures whether to
include then in

EITI report.

Recommendation on improving controlling mechanism
over the state budget

centralization of the receipts was not implemented. The
difference occur

because, when the state budget income plan types are not
enough for

the quarterly and/or yearly use of the fiscal year, then the
payments,

like water fee and land fee, made by the exploration com-
panies operating

in the locals, are transferred to and complete the budget.
Recommendation in organizing seminars, trainings to us-
ers of information issues

from the MOF, do controlling over its implementation and
to take measurements

and actions towards state and government as well as local
organizations and

their officials those who has not implement and followed-
up was not implemented. No implementation of the rec-
ommendation caused

initial discrepancy of MNT18.8 billion of donation and sup-
porting which was not included in Government Report.
Recommendation was provided to add EITI reporting tem-
plate to the note

of Financial Statements
recommendation on providing
transactions

at the same time as the initial submission of templates to
companies and

government was not implemented.

Government systems should be developed to produce the
required

data routinely. Currently, coordinated by the Mongolian
Tax Authority

on behalf of the Ministry of Finance, to aggregate data for
mining companies

as a preparatory step to identifying which companies
should participate

in the reconciliation. Such processes should be automated.
Recommendation on implementation of environment re-
lated law, use of mineral

resources, restoration work was previously provided. Im-
plementation is not ware.

Some companies ask us why they should prepare the EITI
report and it do not have

any benefit to them. from this, we assume that urgent ac-
tion is not taken to present

about EITI purpose, goal and its work scope processing in

the detailed listings of
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12 | Improve EITI Report form

13 Control some payment
paid to Local Fund

14 Improve method of re-
ceiving information
Encourage Government

15 Organizations and Com-
panies that participated
actively in EITI process
Take steps to the compa-

16 nies that failed to submit

initial report and slow to
the reconciliation work.
25 recommendation are
provided, of those 9 are
at Local Level and 16 are
at National Level

Not implemented

Not implemented

Not implemented

Not implemented

Mongolia.

Did not pay attention to the duration of the work

Control over whether deposit on environmental rehabilita-
tion paid to Local Fund are

used for environmental rehabilitation or paid back to the
companies is not implemented.

Receiving data from MRAM become more difficult instead
of improvement.

Steps on this are taken among the companies.
However, attitude of the company towards report are still
the same as before.

Not implemented

8.1 EITI Technical recommendations for the reconciliation

8.1.1 Causes of initial difference
It is Mongolia’s Sixth EITI reconciliation but the initial difference, comparing company and government reports, is not
reducing. We investigate reasons for the initial difference and provide recommendations to avoid them; The National
Council also resolved to implement those recommendations.

From year to year, the initial comparison between Government report and companies reports produces large differ-
ences initially, attributable to both Government and Companies. The initial difference is set out in the following table.

(in million MNT)
years
2006 2007 2008 2009 2010 2011
Number of license holders
registered at MRAM Over 1900 1840
Number of companies pre- 64 102 115 129 264 301
pared EITI report
Number of companies cov-
ered in report issued by 137 184 184 363 478 518
Ministry of Finance
Number of companies which
WG decided to include in 25 38 46 101 150 200
Mongolian EITI report
Initial difference
Government reported great- 6,407 58,973 7,069 2462 | 131,343 | 654,791
er than company
Company reported amount
greater than govemment (103,234) (82,415) (54,218) (267,969) (120,210) | (177,238)
Total differences* 109,641 141,389 61,288 270,431 251,554 832,028
Net difference (96,826) (23,442) (47,148) (265,507) 11,133 477,553

*Total differences were shown as per tax type.
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Following attributes contribute to above difference:

—  Significant receipts of Government are not included in initial report by government,

— Payments made at year-end are reported by company in the previous year whereas Government re-
ports them in the following year,

— Government organizations did not include fees and charges received from mining and exploration com-
panies in complete manner,

— Inthe initial report, government organizations do not include donations received from companies,

— Companies do not include fees, charges and penalties in EITI report, later during the reconciliation, ad-
ditions or deductions appear,

— Expats workplace payment, security deposit placed in the environment rehabilitation fund etc can be
paid to local budget whereas initial report by Government do not include these,

—  EITlincludes companies those did not submit their initial reports at all,

— Some government receipts of small amount attributed to the name of an individual instead of to the
company name and

— Receipts are lost, so company cannot account for an outlay item due to loss of documentation.

Working Group is required to recognize subject of differences and companies, Government and local government
organizations should pay more attention to fill out reporting template completely and correctly. Working Group should
take steps to reduce mistakes incurred in reconciliation and filling out reporting template in order to improve report
quality and decrease initial difference

Differences were caused because companies holding exploration licenses reported amounts paid locally in EITI re-
port, and Government did not have any definite system how to report them. In order to eliminate the difference, there
is need of system in aggregating information reports of governor office of aimags, soums, metropolis and districts to
Mineral Resource Authority.

This is the single most significant source of differences. Government accounting does not have a system for aggre-
gating data from Aimag and Soum levels to the national level. Therefore, payments from companies to local levels
are not reported by government, creating initial differences. This problem affects:
a) Payments for Restoration deposits by companies holding Exploration licenses
b) any company that hired staff more than stated number of staff according to the Article 43.1 of the Law on
mineral resources must pay 10 fold minimum salary rate, which needs to be reported to the Labor, social
services agency by Aimags, Soum and district governor’s offices

The MOF should establish a suitable system for aggregating this data and the directives of such reporting needs to
be reflected in the job description of parties.

Control should be paid on receipts and disbursements of deposit on environmental protection and restoration paid to
local fund and fee for recruiting foreign experts. Not refunded restoration payments should be distributed to local
fund.

Government does not compile financial flows of local budget such as taxes, fees, charges and dividends, into initial
report. It is repeatedly like this every year. It demonstrates deficiencies in information exchange between central and
local tax offices, their data compilation and related monitoring.

8.1.2 Omission of receipts/payments
A payment of USD100 million (equivalent to 125.4 billion MNT) from Oyu Tolgoi LLC was reported by the company
but not included in the initial report by Government.

Detailed information provided by Oyu Tolgoi LLC shows that the company transferred USD100 million (equivalent to
125.4 billion MNT) on June 7, 2012 in respect of an advance payment under the investment agreement.

In addition, contract advance payment from Erdenes Tavan Tolgoi JSC amounting to USD250 million was not includ-
ed in the initial reports both by Government and Company.

The scope of our work excludes identifying and confirming of receipts/payments that have been omitted by both of
payee and payer. Nevertheless, this information is in the public domain and inclusion of those indisputably material
amounts is in the public interest.

It can be concluded that instances where receipts/payments are omitted by both parties may remain unidentified. We
obtained confirmation from Ministry of Finance that there are no further such transactions of a similar nature.

We recommend that the Working Group include Advance payments under Investment agreement as a separate line
item on the reporting template in future years, to make clear that such items should be reported by both payer and
recipient.
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8.1.3 on selecting companies for reconciliation report

To select the companies based on the information about license holder from Mineral resource authority. In other
words, Mongolian taxation authority must select companies based on the available information fee payments of min-
ing and exploration licenses and validity of licenses. EITI Requirement 11 requires all companies to report ‘unless it
can be shown [for each company] with a high degree of certainty that the amounts it reports would in any event be
immaterial’. This process should be undertaken each year.

Therefore a systematic approach is essential, based on the best available information held by government or report-
ed by companies. The National Council should consider this. Possible approaches are:

a) to require all companies to report; a company should either send in a report of its actual payments or else a
declaration that the company’s total payments in a year are less than a specified threshold amount (currently
50 million MNT); and / or

b) The Ministry of Finance should use the MRAM listing of license holders and prepare a list of all companies
showing the total amounts received from them. Note, however, that experience suggests that the MOF initial
data is not accurate, so careful checking would be required.

8.1.4 Unresolved differences due to unclear reporting responsibility

Companies use local and Foreign Service providers under contract signed. In those contract terms, it is not clearly
negotiated and specified that how tax, payment or service fees will be made. This causes some unresolved differ-
ences. There are some cases where it was agreed in the contract that contractor will be responsible for taxes, pay-
ments and fees so contractor paid all taxes, payments and fees on behalf of the company. Contractor and company
do not make any reconciliation at the end of year and do not properly account for these transactions in the EITI report
template. Therefore, Government includes this tax, payments and fees under the name of contractor whereas con-
tractor did not include these amounts in the report. Even we make some inquiries, in most cases the contractor com-
panies claim that they do not know about this matter.

This issue has arisen also in other countries and requires several steps in order to resolve it reliably. We understand
that a decision has been taken to include contractors in the scope of EITI. We draw attention to the need to specify
clearly how this is to operate (See recommendation):

8.1.5 Unresolved difference due to exchange rate issue

Some of unresolved differences arisen due to payments made in US dollars and exchange rates used to convert the-
se amounts. In particular, Government recorded those payments at exchange rate of the date when payment was
received, whereas company recorded it at exchange rate of the date when payment was wired. Consequently, the
difference in exchange rate caused unresolved differences in the initial reconciliation. This also shows that Law of
Mongolia on Conducting Settlement in National Currency is not being adhered well.

The best solution in principle is that a transaction that took place in a foreign currency should be reported in foreign
currency for EITI purposes. This would mean that government should record the foreign currency amount in addition
to the MNT amount. This however might require major changes to government accounting systems that might be
expensive and difficult to justify.

As an alternative (less good) solution, the working group should require the paying company to specify both the cur-
rency amount and the MNT equivalent amount on its reporting template. It should also be agreed that any difference
on the MNT amount that arises from an exchange difference should be adjusted against the company declared
amount and should not be shown as a difference.

8.1.7 Line items of EITI report template - focusing the reconciliation report on material payments

EITI Requirement 9 mandates the National Council to agree a definition of materiality and the reporting templates.
Requirement 9(b) requires that the National Council consider and document the options considered in arriving at the
reasonable materiality threshold. A revenue stream is material if its omission or misstatement could materially affect
the final EITI report. EITI requirement 9 (d) indicates that materiality should be considered in relation to the total reve-
nues of the sector.

The National Council considered this issue in 2010 and the decision was issued.

Taking into account the experience of the Fifth and Sixth reconciliation reports, we recommend that the National
Council review the decision in relation to which benefit streams should be included in the reporting forms. Considera-
tion of this issue should focus on the main purpose of the EITI report, namely to provide a basis for driving benefits to
citizens in terms of poverty reduction and economic development.

There are some minor fees and payments that are not significant to the purpose of the reconciliation report; thus we
proposing to eliminate some type of fees and payments from the EITI reconciliation report. This will reduce the size of
the report, making it easier to derive the main messages. It will also reduce the burden on government and compa-
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nies that currently expend considerable efforts in reporting and reconciling relatively small amounts that do not affect
the overall view given by the report.

Some of financial classifications in the EITI template are not clear to understand. In particular, classification is not
accurate for line items 1.1.9-1.1.12, 1.1.13 and 2.2.7. Also there is no line item to report advance payment of invest-
ment agreement, so neither Government nor company reported this subject item.

We note that the classification of some items, between Taxes, Payments and Service fees is not consistent with the
tax law and we recommend correction of the template, to avoid confusion.

8.1.8 Adherence of policy and procedures to record donations and aids

Government organizations do not possess adequate understanding about or do not adhere “Procedures to record
donations and aids” approved by Ministry of Finance in 2010 with his Decree No.45. In connection with recommen-
dations given last year regarding adherence of this procedure, certain tasks are not assigned to government organi-
zation and no monitoring has been done to follow up execution of such tasks, so that difference related to donation
and aids persists.

The directives to government organizations implementing EITI should be renewed, regarding measures for imple-
menting the “Procedure on accounting the donations” approved by order No.45 of Minister of Finance. The Sixth rec-
onciliation indicated that the Procedure has not been adequately implemented.

The procedure allows for in-kind donations to be included in government financial records at market value or else at
cost. This is not satisfactory because of the subjectivity of both metrics. Also, it does not ensure matching of amounts
declared by companies with amounts recorded by government. We recommend therefore that a supplementary pro-
cedure should be issued stating that the amount at which in-kind donations are recorded must not exceed the cost to
the company of providing the item and that the amount is to be agreed between the company and the receiving
agency and recorded in writing at the date the donation is transferred from the company to the recipient.

8.1.9 Errors in MRAM license data

We have sent a data request to companies Sinchi-oil LLC and Eermel LLC which had been selected for the EITI rec-
onciliation report. But these companies rejected our request with the reason that they have different business activi-
ties and they do not operate in extractive industry.

It has been discovered that Sinchi oil had one mining license during 2007, but they transferred the license already to
another company. For Eermel LLC, they had one exploration license, but the license expired in 2010. However, li-
cense data from MRAM included these two companies as license holders. So it is doubtful whether MRAM maintains
license related data and changes thereto in an appropriate and complete manner and whether companies fully com-
ply with Article 49 of Minerals Law of Mongolia in terms of timely submitting applications together with required docu-
ments to transfer license to others or to cancel license.

We recommend that MRAM undertake cleansing of its database by confirming that all licenses are current and the
data held for the licensee is accurate.

We recommend that MRAM take actions according to the law in relation to purported license transfers without follow-
ing the correct procedure. It should be considered that the transferor remains liable for all obligations under the li-
cense and for EITI reporting in relation to the license area until the MRAM register is updated and the company dis-
charged from that responsibility. MRAM should publicize that a transfer it not effective without correct registration and
therefore the supposed transferee might be operating outside the law.

8.1.10 Including contractors within the scope of the reconciliation

We understand that a government decision was taken in 2012 that contractors should be included within the scope of
the reconciliation for 2011. This decision might result in a more comprehensive view of the extractive sector. Howev-
er, it will cause confusion unless the National Council also addresses the following issues:

a) the National Council should consider carefully whether all contractors fall within the scope of EITI reporting;
not all contractors are part of the extractive sector; for example, if a company outsources its administration
function to a specialist organization that also provides similar services to non-extractive companies, the Na-
tional Council must accept the responsibility to define clearly the limits of the reporting responsibilities, if any,
of such an organization.

b) The National Council should issue instructions to government entities as to how included contractors are to
be identified and distinguished from those that are not included.

c) Government agencies must record accurately the name of the entity from which they receive payment; the
government agency should not assume that the payment relates to the license holder if it is made by a con-
tractor.

d) Company reporting forms should be modified to allow the company to identify separately any payment made
by one party on behalf of another.
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8.2 Recommendations to improve the administration of the reconciliation

8.2.1 Necessity to mainstream EITI reporting

Generally there are high turnover in accountant position of mineral exploration companies. It is normal that account-
ant in these companies is changed from year to year. In this circumstance, new accountant is not familiar with works
done by former accountant, or lack of preparing detailed information for EITI report. Moreover they caused difficulties
in our work by refusing to provide detailed information and complaining that they do not have enough time to do this
report, or some of primary documents cannot be found etc.

Petro China Dachin Tamsag LLC said that the company has many subcontractors, every year this kind of information
is requested, and the company could provide detailed information.

Petro China Dachin Tamsag LLC reported payments transferred to Oil Agency in US dollars without converting them
into MNT. This was not compliant with provisions of accounting law of Mongolia which requires the accounting cur-
rency to be MNT.

According to the Terms of Reference, we prepared questionnaires and delivered them to companies for completion.
Some companies failed to complete all the required tables. Some accountants provided partial detailed information
on tax, payments and fees but ignored other appendixes related to general company background or geological mat-
ters, saying. That such information shall be obtained separately from geologists. This indicates that companies have
failed to organize their EITI compliance in a systematic manner: each company must appoint a single point of contact
to take responsibility for comprehensive EITI reporting and the company should notify the Working Group of the name
and coordinates of that person.

Communication with government agencies including Labor and Social Welfare Agency was also difficult.

We have sent a request letter to obtain information on license payment and service fees from MRAM and followed up
with the responsible officer. MRAM however sent us a file containing information of all companies instead of infor-
mation on those companies selected for EITI report. .,

Some companies’ names are spelled out in Mongolian in different ways so not easy to locate, also description of
transaction is unclear etc

We conclude that certain agencies of government are not committed to the EITI process and prefer to not comply
with the process defined by the Working Group.

8.2.2 Lack of Company commitment to EITI reporting

To resolve differences in the aggregated report, we approach to companies to obtain information. However the com-
panies are very reluctant in providing information to us, complaining that they had already sent information to the EITI
working group; and they perceived that we were asking them to duplicate work. Some companies still haven't re-
sponded to us, namely Khuden LLC, Eermel LLC, Marco Polo LLC, Jem International LLC, Batu Mining Mongol LLC,
Bold Tumur Eroo Gol LLC, Altandornod Mongol LLC, Bumbat LLC, Tianjinsanjo LLC, Sinchi Oil LLC.

Companies that outsource their accounting should ensure that outsourced accountants have authority to disclose
companies’ accounting related documents directly without special permission in each case, to avoid delays.

Some companies (Gunbileg trade LLC, Gunbileg gold LLC, MRC MGL LLC, Broad LLC, and Big Mogul Coal & Ener-
gy LLC etc) questioned:
e the status of the reconciling organization is inadequate,
e  Which law or regulations stated a requirement to submit a report?
e what is the consequence of not submitting this report? what are the penalties?
e If there is such law or regulations containing such requirements and liabilities then please send to us.
Only upon receiving them, we will consider disclosing the required information.

These company attitudes impeded our work to compile information and clarify differences. The responses indicate
ignorance of the EITI and a lack of commitment by these companies to the EITI process. We recommend that, as a
routine matter each year:

1 the Working Group should inform all companies selected for the reconciliation that the firm has been ap-
pointed to carry out the reconciliation and referring to the relevant legislation;

2 the Working Group should post the same information on the Mongolia EITI website

3 The specific entities that responded in this way should be invited to visit the secretariat to be educated
about the EITI process, so as to avoid recurrence in future years.

4 The Working Group should promote amendment of legislation to compel companies to report compre-

hensively and on a timely basis, in accordance with EITI requirements 7 and 11.
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We previously recommended (Recommendation 9.8 of the Fifth EITI report) that companies should be required to
report not only totals of transactions but the detail of each amount and payment date. The working group has not im-
plemented that recommendation, for reasons that are not known to us; by implementing that recommendation, this
obstacle to timely reconciliation would have been significantly reduced.

8.2.3 Complaints made by companies

We are put in the position of explaining the EITI reconciliation to management, accountants and geologist of compa-
nies that did not previously participate. We consider that it is the role of the Working Group and in particular of the
company representatives on the Working Group to engage with new companies and explain EITI and the reconcilia-
tion process.

Management of some companies complained regarding EITI operations, as follows:

e Many different types of statements and reports are asked from companies through different channels,
but it is not visible that if any solid conclusion made and action taken based on those information pro-
vided

e It is not transparent how those companies are encouraged or rewarded for their timely EITI reporting,
immediate responding to audit consortium upon their inquiries and resolved all the related differences
without leaving any unresolved differences. It is also not obvious how liabilities imposed on those com-
panies not participating EITI reconciliation actively, and leaving unresolved differences.

In response to this request by companies, the Working Group may consider publishing on its website the names of
companies that cooperate particularly well with the annual EITI reconciliation and also those that do not co-operate.

8.2.4 Timing of reconciliation work

To resolve initial differences, we started sending out request letters to companies from Aug 14. During this period,
management of most companies was unavailable due to field trips or accountants were mostly on annual leave with-
out competent substitute. The timing of reconciliation coincided with the season of mining and exploration this year,
rendering the timetable unrealistic.

The Sixth reconciliation reporting period coincided with the busiest working period of the companies that resulted in
difficulty in obtaining the explanation for discrepancies. Thus, we recommend starting the next reconciliation process
in March of the next year. And to increase duration for reconciliation work, since the number of participating compa-
nies is increasing every year; the short time period affects the quality of the reconciliation work. Thus, it is recom-
mended to extend the reconciliation work period to not less than 13 weeks.

We recommend that the reconciliation should commence no later than March each year, with the aim of completion
before the summer holiday period. The Working Group should advance the procurement procedure accordingly.

8.2.5 Inaccurate preparation of information by companies
Detailed information received from companies during the reconciliation contained misleading or incorrect information
such as:

e incorrect abbreviation of the name of the Government organization that received service fees or dona-

tions, preventing us from identifying the organization that should have reported the receipt

e Confusion between the names of government organizations having similar functions
In this case, we attempt to make inquiries from corresponding government organizations about fees and donations
contributed by those companies, but receive negative responses. We again need to enquire about these amounts
from companies, and then finally sometimes we find that the company provided incorrect name of the payee.

8.2.6 Recognition of excellence in EITI participation

To encourage improved performance of companies in contributing to the efficient and effective completion of the an-
nual EITI reconciliation, we recommend the creation of a prize that may be awarded to the best company, accompa-
nied by suitable publicity. On the other hand, the names of companies that do not satisfactorily contribute should be
similarly publicized.

8.2.7 On modernizing the EITI report publication procedure

The EITI Mongolia should review the available financial and application software developers, and make use of report-
ing software that reflects needs of EITI Mongolia.

The number of companies participating in the EITI Mongolia reconciliation report increases each year, thus the size of
annexes to the reconciliation report is increasing so that the report becomes ungainly to print and handle. We rec-
ommend therefore that only the main EITI report should be produced as a printed version, and the annexes to the
report should be made available in e-version, either online or by CD that may be physically distributed.

8.2.8 Improving the accuracy of information at MRAM

MRAM did not record the receipt of a payment using the registration number of company, but only by the name of the
company or by the name of the person, which can complicate the information collection process. Also, the accounting
of MRAM does not consistently spell the company name with foreign words, which resulted in difficulty in matching
information. Although, the recommendation of recording payments by the company’s registration number was made
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in last year’s report the MRAM did not implement it; the purpose of such recommendation is to increase the work effi-
ciency of all parties involved.

8.3 Other observations on the activity of the extractive sector

8.3.1 On improving the legal framewaork for restoration works

There are several legal acts, procedures related to the natural restoration works enacted in Mongolia (refer to the
Appendix U), but negative environmental impact of mining operations persists. There is a need to review the actual
environmental protection expenses against the environmental protection plan, and expenses paid to the special ac-
count of natural protection by companies. This report indicates a widespread significant divergence between plan
(smaller figures) and actual payments (larger figures) which appears to be a device by companies to avoid making
deposits to local authorities' special accounts.

The actual performance of environmental protection plan needs to be discussed among local civil society groupings,
for improved transparency.

8.3.2 On improving financial responsibility of mining accounting

The International Accounting Standard 37 “Provisions, Contingent Liabilities and Contingent Assets” provides clear
guidance on financial reporting of future liabilities related to the natural restoration works. Also, the “Procedure on
accounting for mining and exploration expenses” approved by the Order No.12 in 2011 by the Finance minister, clear-
ly mandates the creation of accounting provisions for restoration works. However, out of 158 participating companies
60% of did not create any provisions in accordance with stated procedure and an additional 42 companies refused to
answer the question.

The financial provision is a useful process, since the provision will be used upon cessation of mining when there will
be a usually substantial expense for the restoration works that will be required; the financing of the restoration work
should start from the commencement of mining by estimating the present value of the future restoration expenses,
and the cost should be allocated throughout the mining process, thus creating the provision that will be used at the
end of the mining period.

Financial reporting is not the same as arranging the financing of the restoration. Apart from correct implementation of
IAS 37, a Mongolian legal framework is required that provides reasonable assurance that there will be sufficient funds
for the restoration by the time the mining site closes. There are several possible ways to achieve this, for example,
the restoration amount accumulated as provision for that year might, during the productive period of the mine, be
transferred to the special fund account created by the Ministry of Natural Environment, or companies could accumu-
late the provision in a special account, or there could be an insurance or pooling system to which companies contrib-
ute against the event that they would not be able to perform restoration works or a company becomes bankrupt at a
time when its restoration fund has not been adequately financed. We recommend a study on this issue, including
consultation with extractive sector companies and international comparison.

Also, its required to update the “ Procedure on accounting for exploration and mining expenses” approved by the Min-
ister of Finance in December of 2011 in detail and broad terms; all phases of the life of a project must be considered
and definitions of must be correlated with other legislation, procedures and supervision.

8.3.3 Protecting natural environment, and improving the restoration works

On the level of Ministry of Natural Environment And Green Development:

- To create legal framework for organizational structure at the soum level for natural environment monitoring;

- To include necessary works in the “Natural environment protection plan” and “Environment monitoring research
program” and create review criteria for these works with the purpose of improving the development process of
the “Natural environment protection plan” and “Environment monitoring research program”

- To move to a procedure of accepting the restoration works based on the plan design of the professional body
that should review the result of the restoration works.

On the level of Ministry of mining:

- To prohibit the transfer of mining license rights through a leasing agreement;

- To improve legal framework of the restoration works;

8.3.4 Regarding the environment protection and rehabilitation
This year, the MRAM statement on environment protection and rehabilitation looks very poor compared to last year's.
It is unclear if companies’ reports are incomplete or they could not do environment rehabilitation properly this year.

62
Consortium of Hart Nurse Ltd (UK) and
Ulaanbaatar Audit Corporation LLC (Mongolia)



Mongolia Sixth EITI Reconciliation Report 2011

8.3.5 Amending contracts made with local administrations

The TOR requests preparing a list of contracts, between companies and local administrations, with an evaluation of
their implementation. During the reconciliation, we received information from 21 companies regarding contracts con-
ducted with local administrations where the companies operate.

Based on the evaluation, we noticed that there are contracts for land use, ownership, and for use of water besides
contracts to support the local's development. Enclosed Appendix N showing list of these contracts, their general
meaning and purpose.

Therefore, WG needs to make survey and decision on what types of contracts, what sections of the contracts
should be included in reconciliation through its TOR.
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Appendix A. Adjustments resulting from the reconciliation exercise (1)-by financial flow

This Appendix describes the adjustments made to the initial templates, by reconciling templates issued from the EITI
Mongolia Office and the MOF. The reconciled financial flows are expressed in thousand togrogs.

1. Taxes
Adjustments
Section Initial differ- Government Unresolved
ences L Companies differences
entities
1 Corporate income tax 78,050,048 2,753,617 80,802,900 765
2 Customs tax 112,099,345 (60,946,219) 51,153,126 -
3 Value added tax 222,394,475 (125,866,209) 96,528,266 -
4 Excise on imported fuel and oil 10,909,524 (1,501,448) 9,405,301 2,775
materials
5 Tax on petrol and diesel fuel 2,133,199 (653) 2,132,546 -
6 Windfall tax 1,191,983 (687) 1,191,296 -
7 Real estate tax 245,079 130,903 383,926 (7,945)
Tax on automobiles and self
8 moving vehicles 267,499 499 274,064 (6,065)
9 Other (22,252,716) 6,343 (22,246,373) -
Total 405,038,435 (185,423,854) 219,625,052 10,471
1.1 Corporate income tax (CIT)
Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Corporate income tax 78,050,048 2,753,617 80,802,900 765

Highlighted adjustments made over the initial differences occurred relating to the CIT:

Initial differences were due to non-reporting of 1,791.7 thousand togrogs by “Avdar Bayan” LLC, by 50,000.0 thou-
sand togrogs by Baganuur JSC and 14,048.2 thousand togrogs by “Datsan Trade” LLC. The respective adjust-
ments were made since the companies have provided their details during the reconciliation showing the correct
amounts.

Initial differences occurred for the following companies due to non-submission of their templates to the MEITI. For
instance, “AGM Mining” LLC - 29,303.3 thousand togrogs, “Altain Khuder” LLC - 7,879.7 thousand togrogs, “AUM”
LLC - 253,580.8 thousand togrogs, “Bayan airag exploration” LLC - 196,504.9 thousand togrogs, “Gurvantukhum”
LLC - 19,606.6 thousand togrogs, “Batu mining Mongol” LLC - 32,200.9 thousand togrogs, “Belgravia mining” LLC -
19,499.9 thousand togrogs, “Govi exploration” LLC - 184,382.0 thousand togrogs, “Jem International” LLC -
930,041.8 thousand togrogs, “Kaskade mining” LLC - 295,528.5 thousand togrogs, “JKMK” LLC - 43,978 thousand
togrogs, “Urmun-Uul” LLC - 243,256.3 thousand togrogs, “Commod” LLC - 12,138.3 thousand togrogs, “Mondulaan
trade” LLC - 29,503.9 thousand togrogs, “Shine Shivee” LLC - 57,742.8 thousand togrogs, “Shar narst” LLC -
59,945.1 thousand togrogs and “Khotu” LLC - 16,549.1 thousand togrogs. The respective adjustments were made
since the companies have provided their details together with their prepared templates during the reconciliation
showing the amounts.

“Mon-Ajnai” LLC has included 8,000.0 thousand togrogs of tax which was paid at the end of the year 2011. We
have deducted the amount since it was received by the state budget in the next year.

“Khanshijir’ LLC understated by 9,649.7 thousand togrogs, however, provided with its details during the reconcilia-
tion showing the correct amounts.

“Erdenes tavan tolgoi” JSC has expressed its amount initially rather in million togrogs not in thousand togrogs,
causing difference of 39,721,438.8 thousand togrogs, however, the company provided us its details during the rec-
onciliation showing the correct amounts.

The government understated by 2,307,806.0 thousand togrogs received from “South govi sands” LLC and
112,037.1 thousand togrogs from Jinkhua Ord LLC. Adjustment was made since the MTA has stated a deducted
amount from the overpayment for value added tax during the reconciliation.

“Orchlon ord” LLC has not stated 218,968.7 thousand togrogs initially. The respective adjustment was made since
the company has provided with its details during the reconciliation showing the correct amounts.

“Monlaa” LLC initially has reported 96,695.5 thousand togrogs, however, provided with details showing that the was
an outstanding balance of year 2011 and was paid in the First quarter of year 2012. Respective adjustment was
made accordingly.

“Oyu tolgoi” LLC reported initially 66,719.2 thousand togrogs which is significantly different from the government
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reported amount. However, the respective adjustment was made since the company has provided with its details
during the reconciliation showing the correct amount.

“Chinkhua Mak nairin sukhait” LLC initially not stated 334,253.5 thousand togrogs which is dividend tax initially,
however, the respective adjustment was made since the company has provided with its details during the recon-
ciliation showing the correct amount.

“Shanlun” LLC overstated by 51,963.6 thousand togrogs, the respective adjustment was made since the company
has provided with its details during the reconciliation showing the correct amount.

The government reproted 52,170.4 thousand togrogs of “Shijir alt” LLC under this category, since the amount was
tax penalty amount. The respective adjustments were made since the MTA and the company have provided with
their details during the reconciliation showing the correct amounts.

Initially the government has included 33,577.7 thousand togrogs of “Eermel” LLC, which is a netting company. We
have made the adjustment after receiving related information from the company. We faced with difficulty to explain
the understanding of the extractive industry transparency initiative to the company and hardly got reply information.

1.2 Customs tax

Adjustments
Section Initial differ- Government Unresolved dif-
ences entities Companies ferences
Customs tax 112,099,345 (60,946,219) 51,153,126 -

Highlighted adjustments made over the initial differences occurred relating to the Customs tax:

We worked mostly to make the adjustments based on the templates of the NCO and its details because, the com-
panies stated their amounts as a lump-sum by including VAT paid to customs, excise tax, tax on diesel ad fuel and
fee for the customs.

Initially, “Aduunchuluun” JSC reported 12,295.5 thousand togrogs, “Ankhai international” LLC 53,409.4 thousand
togrogs and “Baganuur” JSC 71,214.8 thousand togrogs. However, the respective adjustments were made since
the companies have provided with their details during the reconciliation showing the amounts.

The following companies did not submit their templates to the EITI Office. The initial differences are following: “Altai
Khuder” LLC - 2,231,600.4 thousand togrogs, “AUM” LLC - 132,221.2 thousand togrogs, “Bayan airag exploration”
LLC - 5,870.0 thousand togrogs, “Delger orchlon” LLC - 911,782.0 thousand togrogs, “Commod” LLC - 87,591.8
thousand togrogs, “Magnai trade” LLC - 2,860,384.1 thousand togrogs, “Olon Ovoot gold” LLC - 29,717.5 thousand
togrogs and “Hera investment” LLC - 859,244.9 thousand togrogs. And the respective adjustments were made
based on the details on the companies.

The government has not reported 22,681.3 thousand togrogs of “Kogigovi” LLC initially. However, respective ad-
justments were made since the NCO has provided with details during the reconciliation showing the correct amount.
“Mogoin gol” LLC has not reported 5,615.1 thousand togrogs initially, however, respective adjustment was made
since the company has provided with details during the reconciliation showing the correct amount.

Initial difference was due to the government’s incorrect abbreviation of the amount of “Mongol-Alt” LLC of 246.1
thousand togrogs as 246,084.4 thousand togrogs. Adjustment was based on information provided from the NCO
and the company during the reconciliation.

Initial difference was because “Khangad exploration” LLC has reported its amount under row for VAT, however,
adjustment was based on information provided from the NCO and the company during the reconciliation.
“Petrocoal” LLC understated its amount initially, however, the respective adjustment was made since the company
has provided with its details during the reconciliation showing the correct amount.

The government showed 44,871.9 thousand togrogs for “Govi energy partners” LLC. During the reconciliation, we
were explained by the company that the amount was paid by another company due to import of goods. Therefore,
we have decreased the government amount by the respective amount.

“Shivee Ovoo” JSC understated by 30,544.8 thousand togrogs initially, however, the respective adjustment was
made since the company has provided with its details during the reconciliation showing the correct amount.

Initially “Erdenet mining corporation” LLC has included all customs related taxes, we made the adjustments by tak-
en detailed information for paid taxes amounts from the NCO and reconciling with the company information.

1.3 Value added tax (VAT)

Adjustments
Section Initial differ- Government Unresolved dif-
ences L Companies ferences
entities
Value added tax 222,394,475 (125,866,209) 96,528,266 -

Highlighted adjustments made over the initial differences occurred relating to the VAT:

The initial difference was due to non statement of 25,820.6 thousand togrogs of “Aduunchuluun” JSC, 112,159.8
thousand togrogs of “Ankhai International” LLC and 27,933.9 thousand togrogs of “Northwind” LLC. Adjustments
were made accordingly based on details of these companies during the reconciliation.
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e The differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 5,022,866.2 thousand togrogs, “AUM” LLC - 426,492.7 thousand togrogs, “Bayan airag exploration”
LLC - 110,199.2 thousand togrogs, “Geomin” LLC - 126,268.80 thousand togrogs, “Commod” LLC - 183,942.8
thousand togrogs and “Hera Investment” LLC - 555,999.9 thousand togrogs. The respective adjustments were
made since these companies have provided with their details together with their prepared templates during the rec-
onciliation showing the amounts.

e The government did not state 49,606.6 thousand togrogs received from “Kogigovi” LLC initially; however, adjust-
ment was made based on information provided from the MCO.

e “Peabody Winsway resources” LLC included initially 426,762.4 thousand togrogs which was paid for purchased
goods, and service. We have made the necessary adjustment.

e The government overstated “Oyu Tolgoi” LLC’s paid tax amount. During the reconciliation, we have received details
from the both sides and made adjustment of 175,762,788.6 thousand togrogs by decreasing the Government’s ini-
tial amount of 300,455,686.4 thousand togrogs.

e “Redhill Mongolia“ LLC and “Ulz gol” LLC have stated incorrect amounts initially and caused the differences. Ad-
justments were made accordingly based on details of these companies during the reconciliation showing the correct
amounts.

e The government has showed 94,231.1 thousand togrogs for “Govi energy partners” LLC. When we made the clarifi-
cation from the company, replied that the company did not pay any tax in year 2011. After repeated clarification with
the MTA, it was noticed that the amount belonged to 2012 paid tax. We have made the related adjustment accord-
ingly.

e Initially “Shariin gol” JSC has included its VAT return under its VAT category. We have made the adjustment by
deducting the amount since the company has provided with its details during the reconciliation.

e “Shivee Ovoo” JSC did not report its 158,571.6 thousand togrogs of tax paid to the customs, however, we have
made the adjustment since the company has provided with its details during the reconciliation showing the amount.

e “Erdenet mining corporation” LLC did not separate its VAT from its customs tax amount initially. During the reconcil-
iation, we have received details from the both sides and made adjustments.

1.4 Excise on imported fuel and oil materials

Adjustments
Section Initial differ- Government Unresolved dif-
ences entities Companies ferences
Excise on imported fuel and oil materials 10,909,524 (1,501,448) 9,405,301 2,775

Highlighted adjustments made over the initial differences occurred relating to the Excise on imported fuel and
oil materials:

e “Petro china dachin tamsag” LLC did not state any amount initially, in contrary the government showed the
amount. The company explained that no payment of tax was made in year 2011 since the company was ex-
empted from the excise tax for the year. The government’s stated amount is related to import of diesel of NIC
company under the company’s name. We have adjusted by deducting the amount.

e The differences occurred since the following companies have not submitted their templates to the MEITI:
“Magnai trade” LLC - 8,296,018.1 thousand togrogs, “Mongolyn alt MAK” LLC - 16,098.0 thousand togrogs and
“Kazmocontact” LLC - 23,281.9 thousand togrogs. The respective adjustments were made since these compa-
nies have provided with their details together with their prepared templates during the reconciliation showing
the amounts.

¢  “Mongolrusstsvetmet” LLC included its excise on imported fuel and oil materials tax of 115,338.9 thousand
togrogs under its tax on diesel and fuel. Adjustment was made based on information from the MCO.

e “Govi coal and energy” LLC did not state initially and did not provide any amount through its details, therefore,
we have adjusted based on the information of the MCO.

e  “Dornyn Khuder” LLC initially included its tax of 6,955.7 thousand togrogs under its customs tax. We have
made adjustment by classifying and increasing the company’s amount.

e  “Sinchi oil” LLC has sold its own exploration license to an individual in year 2012 and did not submit its report
to the MEITI. The initial difference was due to 370,887.7 thousand togrogs which is related to tax on diesel and
fuel. We resolved the difference based on the details of the company.

o Initial difference of 949,141.7 thousand togrogs for “Hera investment” LLC is occurred. "Hera foods" LLC which
is engaged in selling of beer basically was separated from the company in year 2011. However, this company’s
logistics and customs documents for imported goods was gathered under “Hera Investment” LLC and the tax
was paid by “Hera foods” LLC due to some difficulties in the business activity direction. We have made the ad-
justments based on an official letter received from the company.

e “Erdenet mining corporation” LLC stated initially including 923,635.6 thousand togrogs of tax under the cus-
toms tax, however, we have adjusted the amounts based on the both sides’ details.
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1.5 Tax on petrol and diesel fuel

Adjustments
Section Initial differ- Government Unresolved dif-
ences o Companies ferences
entities
Tax on petrol and diesel fuel 2,133,199 (653) 2,132,546 -
1.6 Windfall tax
Adjustments
Section Initial differ- Government Unresolved dif-
ences o Companies ferences
entities
Windfall tax 1,191,983 (687) 1,191,296 -

Highlighted adjustments made over the initial differences occurred relating to the Windfall tax:

. Initial difference of 33,495.5 thousand togrogs occurred since “Andiin temuulel” LLC stated different amount. Ad-
justment was made based on details of the company provided during the reconciliation.

. “Bud-Invest” LLC did not state 4,368.0 thousand togrogs of tax initially, however, adjustment was made based on
details of the company provided during the reconciliation.

o The government did not state “Jinkhua Ord” LLC’s 41,630,0 thousand togrogs of tax. After receiving clarifications
from the both sides; the company stated mistakenly and the MTA said that there is not payment form the compa-
ny; we made the adjustments by deducting from the company initial report.

. “Tsevdeg” LLC did not state its 9,998.8 thousand togrogs of tax initially, and the related adjustment was made
based on details of the company.

. “Olon ovoot gold” LLC did not submit initially its template to the MEITI and caused difference of 1,290,686.0 thou-
sand togrogs, we have made adjustment based on details of the company provided during the reconciliation.

o “Khartarvagatai” JSC stated initially amount of 38,634.9 thousand togrogs but confirmed during the reconciliation
that the amount was incorrect. We have resolved the difference based on details of the company provided during
the reconciliation.

1.7 Real estate tax

Adjustments
Section Initial differ- Government Unresolved dif-
ences o Companies ferences
entities
Real estate tax 245,079 130,903 383,926 (7,945)

Highlighted adjustments made over the initial differences occurred relating to the Real estate tax:

Differences relating to this tax are mostly related to taxes paid to local budget since the amounts are not summarized

into the initial reconciliation.

. The differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 7,428.3 thousand togrogs, “Commod” LLC - 3,336.8 thousand togrogs, “Oloon ovoot gold” LLC -
8,133.0 thousand togrogs, “Lut chuluu” LLC - 2,756.0 thousand togrogs, “MEC” LLC - 1,500.0 thousand togrogs,
“Mondulaan trade” LLC - 3,338.6 thousand togrogs, “Monpolimet” LLC - 566.5 thousand togrogs, “Mongol alt MAK”
LLC - 36,689.4 thousand togrogs, “Mongol alt” LLC - 781.9 thousand togrogs, “Mongolbulgargeo ” LLC - 3,298.8
thousand togrogs, “Sonor trade” - 11,185.0 thousand togrogs, “Tavan tolgoi” JSC - 18,000.0 thousand togrogs and
“Ten khun” LLC - 8,417.3 thousand togrogs. The respective adjustments were made since these companies have
provided with their details together with their prepared templates during the reconciliation showing the amounts.

e Initially the government has included 26,046.8 thousand togrogs of “Eermel” LLC, which is a netting company. We
have made the adjustment after receiving related information from the company. We faced with difficulty to explain
the understanding of the extractive industry transparency initiative to the company and hardly got reply information.

e “Erel” LLC overstated in its initial report, however, adjustment was made since the details of the company confirmed
the amount.

1.8 Tax on automobiles and self moving vehicles

Adjustments
Section Initial differ- Government Unresolved dif-
ences . Companies ferences
entities
Tax on automobiles and self moving ve- 267,499 499 274,064 (6,065)
hicles
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Highlighted adjustments made over the initial differences occurred relating to the Tax on automobiles and
self moving vehicles :

The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Altain Khuder” LLC - 54,618.3 thousand togrogs, “Bulgangangat” LLC - 1,854.0 thousand togrogs, “Buman olz”
LLC - 1,606.0 thousand togrogs, “Geomin” LLC - 1,968.0 thousand togrogs, “Govi-exploration” LLC - 2,297.0 thou-
sand togrogs, “Gurvan zam” LLC - 1,382.0 thousand togrogs, “Gurvan tukhum” LLC - 1,580.0 thousand togrogs,
“JKMK” LLC - 2,261.0 thousand togrogs, “Mondulaan trade” LLC - 6,699.3 thousand togrogs, “Monpolimet” LLC -
3,623.2 thousand togrogs, “Mongol alt MAK” LLC - 24,987.4 thousand togrogs, “Olon ovoot gold” LLC - 6,983.0
thousand togrogs, “Tuenjinsanjo” LLC - 14,406.3 thousand togrogs, “Shine llion Nen Yuan” LLC - 97,303.6 thou-
sand togrogs and “Ejbalei” LLC - 1,485.0 thousand togrogs. The respective adjustments were made since these
companies have provided with their details together with their prepared templates during the reconciliation show-
ing the amounts.

“Gatsuurt” LLC initially included 3,160.9 thousand togrogs which is fee for air pollution, we made adjustment by

deducting the amount.

“Monlaa” LLC overstated initially, we made adjustment by deducting the amount since the company provided with

its details not showing the amount.

“Chingissiin alt” LLC understated by 1,162.4 thousand togrogs initially, we made adjustment by increasing the

amount since the company provided with its details increasing the amount.

The government did not state initially amount of 848.5 thousand togrogs for “Erven khuder” LLC. We made adjust-

ment by receiving related information from the MTA.

“SBF” LLC overstated initially, we made the adjustment based on the company’s provided details during the recon-

ciliation.

1.9 Other
Adjustments
Section Initial differ- Government Unresolved dif-
ences i Companies ferences
entities
Other (22,252,716) 6,343 (22,246,373) -

Highlighted adjustments made over the initial differences occurred relating to Other taxes:

The initial difference occurred since the following companies reported the PIT which is not a financial flow recon-
ciled in the extractive initiative templates. As follows: “Aduunchuluun” JSC - 259,274.2 thousand togrogs, “Andiin
ilch” LLC - 5,135.0 thousand togrogs, “Ankhai international” LLC - 31,796.8 thousand togrogs, “Buurgent” LLC -
28,016.0 thousand togrogs, “Beren group” LLC - 26,100.0 thousand togrogs, “Datsan trade” LLC - 14,048.4 thou-
sand togrogs, “Dun-Erdene” LLC - 8,917.3 thousand togrogs, “Kogigovi” LLC - 427,163.5 thousand togrogs, “Mo En
Kho” LLC - 280,034.7 thousand togrogs, “Mon laa” LLC - 61,615.2 thousand togrogs, “Mongol metal mining” LLC -
94,800.0 thousand togrogs, “Oyu tolgoi” LLC - 5,831,579.9 thousand togrogs, “Petro Matad” LLC - 195,428.0 thou-
sand togrogs, “South govi sands” LLC - 1,336,009.7 thousand togrogs, “Centrera gold” LLC - 92,142.4 thousand
togrogs, “Khangad exploration” LLC - 3,437.7 thousand togrogs, “Khuadi quones” LLC - 38,700.0 thousand
togrogs, “MPHL” LLC - 41,739.8 thousand togrogs, and “Erdenet mining corporation” LLC- 10,730,114.0 thousand
togrogs. We adjusted since these companies provided with explanation that these PIT amounts were mistakenly
stated under “Other taxes”.

2. Fees
Adjustments
Section Initial differ- Government Unresolved dif-
ences L Companies ferences
entities
1 | Fee for exploitation of mineral 123,105,212 12,776,722 | 135,881,934 .
resources (“Royalty fee”)
g | Licence fee for exploitation and (19,185,508) 4,066,187 | (15,160,675) 41,354
exploration of mineral resources
Reimbursement of deposit, explo-
3 ration of which is carried out by 328,583 (7,433) 299,141 22,009
the budget fund
4 | Fee for reciuiting foreign experts 3,592,072 1,052,893 4,790,175 (145,211)
and workers
5 Fee for air pollution 10,884,877 106,231 10,992,086 (978)
6 Land rent (2,002,665) 2,458,634 497,785 (42,469)
7 Fee for water use 25,066 290,819 320,029 (4,144)
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8 Fee for forestry use and firewood (48,232) (413) (48,645) -
9 Fee.for use of mlnere.tl resources (45,577) 167,372 121,795 i
of widespread deposit
Fee for recruiting foreign experts
10 and workers /to local budget/ (8,568,398) 6,514,716 (2,053,682) -
Total 108,085,430 27,425,074 | 135,639,944 (129,440)
2.1 Fee for exploitation of mineral resources (“Royalty fee”)
Adjustments
Section Initial differ- Government Unresolved differ-
ences entities Companies ences
Fee for exploitation of mineral resources 123,105,212 12,776,722 135,881,934 -
(“Royalty fee”)

Highlighted adjustments made over the initial differences occurred relating to Fee for exploitation of min-
eral resources (“Royalty fee”)other taxes:

Differences relating to this tax are related to double statement and/or non statement of taxes paid to local budget. This
kind of difference and mistake is repeated from year to year.

The following companies understated initially: “Avdar Bayan” LLC by 2,084.0 thousand togrogs, “Erdenet mining
corporation” LLCby 1,370,370.8 thousand togrogs, “Energy resource” LLC by 2,260,790.3 thousand togrogs, “Shijir
alt” LLC by 239,435.3 thousand togrogs and “Shard narst” LLC by 37,091.2 thousand togrogs. Adjustments were
made since these companies provided with their details during the reconciliation.

The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Altain Khuder” LLC - 7,468,247.4 thousand togrogs, “AUM” LLC - 249,556.8 thousand togrogs, “Bulgan gangat”
LLC - 686,723.9 thousand togrogs, “Gurvantukhum” LLC - 182,477.9 thousand togrogs, “G and U gold” LLC -
367,394.4 thousand togrogs, “Urmun-Uul” LLC - 556,167.1 thousand togrogs, “Commod” LLC - 9.936,1 thousand
togrogs, “Mondulaan trade” LLC - 1,878,448.4 thousand togrogs and “Remit” LLC - 518,362.2 thousand togrogs re-
spectively. The respective adjustments were made since these companies have provided with their details together
with their prepared templates during the reconciliation showing the amounts.

The government initially understated “Gatsuurt” LLC’s amount by 108,884.3 thousand togrogs and “Datsan trade”
LLC’s amount by 41,948.1 thousand togrogs; adjustment was made based on information of the MTA provided dur-
ing the reconciliation.

“Beren group” LLC did not state its paid tax of 289,621.6 thousand togrogs and “Chinggisiin alt” LLC’s tax of
34,705.2 thousand togrogs initially. Adjustment was made since details were provided from the company during the
reconciliation.

The government did not state 8,419,433.4 thousand togrogs which is transferred into Fee for exploitation of mineral
resources (“Royalty fee”) and additional payment from the overpayment of VAT of “South govi sands” LLC. The
MTA has provided with additional clarification on the difference, and it was adjusted.

The initial difference was due to since government understated “Bayantegsh impex” LLC’s paid amount by
19,700.01 thousand togrogs, in contrary, the company overstated its amount by 37,501.01 thousand togrogs. Ad-
justment was made based on both sides’ information provided during the reconciliation.

Initial difference was adjusted using the details provided from the company during the reconciliation since there was
difference of 287,276.2 thousand togrogs due to non submission of “Dadiasia yuan” LLC to the MEITI. On the other
side, the government understated the company’s amount by 86,182.9 thousand togrogs, however, it was adjusted
based on details of the government also provided during the reconciliation.

“Khotgor” LLC mistakenly stated 35,835.2 thousand togrogs as a fee for exploitation of mineral resources, actually
the amount is related to fee for use of mineral resources of widespread deposit. We deducted the amount since the
company provided with details adjusting the amount correctly.

Initial difference was due to incorrect statement of “Khuree del” LLC. The company stated 619,013.2 thousand
togrogs which is related to coal selling/purchase agreement from “Tavan Tolgoi” JSC. We deducted from “Khuree
del” LLC since “Tavan tolgoi” JSC is the payee. The initial difference was adjusted based on both sides’ detailed in-
formation.

“Kherlen Energo” LLC overstated 42,039.4 thousand togrogs initially, and caused the difference, however, the pro-
vided information did not show any amount, we made the adjustment by deducting the amount.
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2.2 License fee for exploitation and exploration of mineral resources

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Licence fee for exploitation and exploration of (19,185,508) 4,066,187 (15,160,675) 41,354
mineral resources

Highlighted adjustments made over the initial differences occurred relating to License fee for exploitation
and exploration of mineral resources:

e The differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 25,903.5 thousand togrogs, “AGM” LLC - 179,658.4 thousand togrogs, “Bayan airag exploration” LLC
- 121,580.7 thousand togrogs, “Bulgangangat” LLC - 14,090.8 thousand togrogs, “Gurvantukhum” LLC - 8,531.8
thousand togrogs, “JKMK” LLC - 15,039.4 thousand togrogs, “Zanadumetals mongolia” LLC - 284,201.7 thousand
togrogs and “Commod” LLC - 133,852.2 thousand togrogs. The respective adjustments were made since these
companies have provided with their details together with their prepared templates during the reconciliation showing
the amounts.

e  “Baganuur” JSC did not state 32,894.0 thousand togrogs initially, and was adjusted after receiving details from the
company.

e The government did not state “JSB Mining” LLC’s 164,901.5 thousand togrogs initially and caused the difference.
Adjustment was made since the MRAM provided with details during the reconciliation by showing the amount cor-
rectly.

o Initial difference was since the government has not state “Zaraya Holdings” LLC’s 791,414.9 thousand togrogs and
“ZBAA” LLC’s 161,314.4 thousand togrogs. We have resolved the difference after approaching to NEA based on de-
tails provided from the company during the reconciliation.

¢ |Initially the government mistakenly mixed “Mongolyn Alt MAK” LLC’s amount with “Mongol-Alt” LLC’s amount. The
mixed amounts were confirmed correctly according to information provided from the MRAM and the companies.

e “Samtan Mores” LLC signed cooperation agreement with “General Metal Minerals” LLC in year 2011. Initial differ-
ence of 31,146.7 thousand togrogs occurred since “General Metal Minerals” LLC did not state the amount that was
paid on behalf of “Samtan Morris” LLC. The difference was resolved and adjusted since details were provided from
the companies.

e Initially, “Khunan jinlin” LLC mixed its 5,258.9 thousand togrogs of fees with its fee for exploitation of mineral
resources (“Royalty fee”) and other fees. The difference was resolved and adjusted since details was provided from
the company.

e |Initial difference was due to non-statement of the government of “Peninsulamining” LLC’s amount of 86,387.4 thou-
sand togrogs. We have adjusted the amount based on information after receiving clarification from the MRAM dur-
ing the reconciliation.

e The government did not initially state “Broad” LLC’s amount of 230,422.4 thousand togrogs, we have adjusted the
amount based on detailed information from the MRAM during the reconciliation.

e “Govi consolidated” LLC understated 17,671.9 thousand togrogs initially causing the difference. We have adjusted
the amount based on information after receiving from the MRAM and the company during the reconciliation.

¢ Adjustment was made based on information of the MRAM since the difference of 32,473.1 thousand togrogs of “Er-
denet mining corporation” LLCwas related to foreign currency exchange difference.

¢ |Initial difference was due to non-expression of the amount in thousands. “Khuden” LLC expressed as 323,230.00
thousand togrogs causing difference of 322,906.8 thousand togrogs. We have adjusted the amount based on infor-
mation after receiving from the MRAM during the reconciliation.

2.3 Reimbursement of deposit, exploration of which is carried out by the budget fund

Adjustments
Section Initial differ- Government Unresolved
ences i Companies differences
entities
Reimbursement of deposit, exploration of 328,583 (7,433) 299,141 22,009
which is carried out by the budget fund

Highlighted adjustments made over the initial differences occurred relating to Reimbursement of deposit,
exploration of which is carried out by the budget fund:

The government summarized “Mongolyn alt MAK” LLC’s amount of 7,597.8 thousand togrogs with “Mongol-Alt” LLC’s
amount. We have adjusted the amount based on information after receiving from the MRAM the reconciliation.
“Khartarvagatai” LLC stated 28,500.0 thousand togrogs under reimbursement mistakenly, however, it was adjusted
since the company explained that the amount was stated mistakenly.
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2.4 Fee for recruiting foreign experts and workers

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Fee for recruiting foreign experts and workers 8,592,072 1,052,893 4,790,175 (145,211)

Highlighted adjustments made over the initial differences occurred relating to Fee for recruiting foreign
experts and workers:

Initial difference was due to since the government included its returned fee and some companies included its received
back fee.

The differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 132,794.7 thousand togrogs, “Bayan airag exploration” LLC - 14,774.4 thousand togrogs and “CMKI”
LLC - 29,073.0 thousand togrogs. The respective adjustments were made since these companies have provided
with their details together with their prepared templates during the reconciliation showing the amounts.
“Ankhai international” LLC understated by 22,464.0 thousand togrogs causing the difference. The respective
adjustment was made since the company has provided with its details during the reconciliation showing the
amounts.
The government did not state “Zaraya Holdings” LLC’s 10,843.2 thousand togrogs, “Kogigovi” LL's 56,734.4 thou-
sand togrogs and “Shin shin” LLC’s 96,585.8 thousand togrogs initially. We have adjusted the amount based on in-
formation after approaching to the LSWA during the reconciliation.
Initial difference occurred since “Zon Khen Yu Tian” LLC and “Mongoljuyanli” LLC stated their amounts mistakenly
under Fee for recruiting foreign experts and workers /to local budget/ at 114,323.6 thousand togrogs and at 7,641.0
thousand togrogs respectively. We have adjusted the amount based on information of the LSWA and the company
during the reconciliation.
“South govi sands” LLC’s stated amount was under from the amount stated by the LSWA, however, the difference
was resolved since the details of sides were provided during the recompilation.
Initially, “COAL” LLC stated 66,549.6 thousand togrogs, but the details did not show the amount, therefore, we have
adjusted the amount by deducting the amount.
“Shivee Ovoo” JSC did not state 2,052.0 thousand togrogs initially, however, provided with details showing the
amount.

2.5 Fee for air pollution

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Fee for air pollution 10,884,877 106,231 10,992,086 (978)

Highlighted adjustments made over the initial differences occurred relating to Fee for air pollution:

The differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 1,885.0 thousand togrogs, “Bold For Ar Da” LLC - 20,098.5 thousand togrogs, “Berkh-Uul” LLC -
8,038.8 thousand togrogs, “Jinkhua Ord” LLC - 7,107.5 thousand togrogs and “Ten khun” LLC - 238,2 thousand
togrogs. The respective adjustments were made since these companies have provided with their details together
with their prepared templates during the reconciliation showing the amounts.
“Andiin ilch” LLC understated by 9,603.3. thousand togrogs initially, however, the difference was resolved since the
company provided details showing the amount.
Initial difference occurred since “Oyu tolgoi” LLC stated 1,389.5 thousand togrogs while the government did not
stated any amount. We have increased the government's amount based on the MTA’s information. Eventually, we
have adjusted the amount only based on the government’s information since the left difference reached to 1,800.00
thousand togrogs which was non-material.
Initial difference was since the government did not state any amount while “Redhill Mongolia” LLC stated 60,457.4
thousand togrogs. We have adjusted and added into the government side based on detailed information provided
from tax authority of Sukhbaatar district.

2.6 Land rent

Adjustments
Section Initial differ- Government Unresolved
ences i Companies differences
entities
Land rent (2,002,665) 2,457,980 497,785 (42,469)
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Highlighted adjustments made over the initial differences occurred relating to Land rent:

Differences relating to this tax are related to non-statement of taxes paid to local budget by the government. This kind of

difference and mistake is repeated in the previous years, however, is lessened this year from the previous year.

e The differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 8,362.1 thousand togrogs and “AUM” LLC - 7,305.1 thousand togrogs. The respective adjustments
were made since these companies have provided with their details together with their prepared templates during the

reconciliation showing the amounts.

e The government did not state initially 15,640.0 thousand togrogs which was paid from “Mon-Ajnai” LLC to budgets
of Khuvsgul Aimag and to Burentogtokh soums of Khuvsgul aimag. During the reconciliation, we have resolved by
receiving after sending an official letter to the Governor’'s Office of Khuvsgul aimag based on the details of the com-
pany.

e The government did not state reduction amount from 2,015,007.1 thousand togrogs of “Erdenet mining corporation”

LLC related to water fee of "Erdenet-Us DTS" Public Property JSC. During the reconciliation, we have resolved by

receiving after sending an official letter to the Governor's Office of Orkhon aimag based on the details of the com-
pany.

The MTA did not state initially payments, which were paid to land and tax departments of some aimags, capital and
soums, of the following companies:

. Received b

Ne Companies Aimags ’ Soums

1 Avdar bayan LLC Tuv Aimag

2 AGM mining LLC Umnugovi Aimag

3 Adil Och LLC Dundgovi Ulziit

4 Asia gold Mongolia LLC Umnugovi Khanbogd

5 Aivuun tes LLC Khentii Batshireet

6 Altai khangai burd LLC Khentii Umnudelger

7 Andiinilch LLC Sukhbaatar Aimag

8 Andiin temuulel LLC Bayankhongor Aimag

9 AUM LLC Uvurkhangai Aimag

10 | Bayalag ord LLC Bayankhongor Galuut

. Dornogovi Ikhkhet

11 | Bayantegsh impex LLC Khentii Darkhan

12 | Bayanteeg JSC Uvurkhangai Aimag

13 | Big mogul coal and energy LLC Dundgovi Aimag

14 Selenge Aimag

15 Boroo gold LLC Tuv Aimag

16 | Bud-InvestLLC Tuv Aimag

17 Bulgan gangat LLC Tuv Zaamar

18 | Buurgent LLC Selenge Aimag

19 | Berkh-Uul LLC Khentii Aimag
Bulgan Selenge
Selenge Zuunburen

20 | GatsuurtLLC Selenge Mandal
Selenge Tushig
Tuv Batsumber

21 | Datsan trade LLC Khenti Nor.ovlln
Uvs Tarialan
Bayankhongor Galuut

22| JumpaltLLC Dornod Bayandun

22 JKMK LLC Tuv Aimag

23 | GLDV LLC Dornogovi Dalanjargalan

24 | Jotoin bajuuna LLC Tuv Aimag

25 | Cupcorp MongolialLLC Uvurkhangai Togrog
Dornogovi Ulaanbadrakh

26 | KogigoviLLC Sukhbaatar Ongon
Sukhbaatar Dariganga

27 | Magnai trade LLC Arkhangai Aimag
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Bayankhongor Aimag
Bulgan Aimag
Govi-Altai Aimag
Dornod Aimag
Uvurkhangai Aimag
Tuv Aimag
Khovd Aimag
Khuvsgul Murun
Khentii Aimag

28 | Mon-Ajnai LLC Khuvsgul Aimag
Khuvsgul Burentogtokh
Dornogovi Dalanjargalan
Dornogovi Mandakh
Dornod Bayantumen

29 | Mongol alt MAK LLC Dornod Kherlen
Dornod Aimag
Dundgovi Delgerkhangai
Umnugovi Gurvantes
Bayankhongor Aimag

30 | Mongolbulgargeo LLC Bayankhongor Bayan-Ovoo
Bayankhongor Galuut

31 | Mongoljuyanli LLC Sukhbaatar Tumentsogt

32 | Mongolrudprom LLC Khentii Batnorov

33 | Mondulaan trade LLC Tuv Aimag

34 | MoEnKho LLC Khovd Darvi

35 | Northwind LLC Khentii Galshar

36 | OlovalLLC Tuv Aimag

37 | Urmun-Uul LLC Tuv Aimag
Dornod Aimag

38 | Petro matad LLC Dornod Matad
Sukhbaatar Erdenetsagaan

39 | Petro coal LLC Tuv Bayan

40 | Red hill mongolia LLC Selenge Tushig

41 | South govi sands LLC Umnugovi Gurgan tes

42 | SMKILLC Khentii Tax authority

43 | Sonor trade LLC Selenge Aimag

44 | Torgonnuurin energy LLC Tuv Bayan

45 | Khangad exploration LLC Umnugovi Khankhongor

46 | Khartarvagatai JSC Uvs Tarialan

47 | Khurai LLC Selenge Aimag

48 | Khurgatai Khairkhan LLC Khuvsgul Tsetserleg

49 | Chingissin khar alt LLC Dornogovi Aimag

R Sukhbaatar Asgat

S0 | Tsairt mineral LLC Sukhbaatar Bayandelger

51 | Shijiralt LLC Tuv Aimag

52 | Enguital LLC Bayankhongor Shinegjinst

53 Erven Khuder LLC Sukhbaatar Sukhbaatar

54 | Erdenet factoryLLC Orkhon Aimag
Selenge Eroo

55 | Erdes HoldingLLC Selenge Khuder
Selenge Shaamar

56 | Erel LLC Darkhan-gul A?mag
Dornogovi Aimag

57 | SBFLLC Tuv Aimag
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2.7 Fee for water use

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Fee for water use 25,066 290,819 320,029 (4,144)

Highlighted adjustments made over the initial differences occurred relating to Fee for water use:

e The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Altain Khuder” LLC - 20,063.0 thousand togrogs, “AUM” LLC - 52,950.0 thousand togrogs and “JKMK” LLC - 6,488
thousand togrogs respectively. The respective adjustments were made since these companies have provided with
their details together with their prepared templates during the reconciliation showing the amounts.

Initial difference occurred since the government did not state “Andiin temuulel” LLC’s 11,550.0 thousand togrogs of

tax. Adjustment was made since the MTA has provided with details showing the amount.

The MTA did not state initially payments, which were paid to land and tax departments of some aimags, capital and
soums, of the following companies:

Ne Companies . Received by
Aimags Soums
1 Avdar Bayan LLC Tuv Zaamar
2 AGM Mining LLC Umnugovi Aimag
3 Adil Och LLC Dundgovi Ulziit
4 Asia gold Mongolia LLC Umnugovi Khanbogd
5 Aivuun tes LLC Khentii Batshireet
6 Altia khangai burd LLC Khentii Umnudelger
7 Andiin ilch LLC Sukhbaatar Aimag
8 Andiin temuulel LLC Bayankhongor Aimag
9 Ankhai international LLC Tuv Aimag
10 AUM LLC Uvurkhangai Uyanga
. . Zavkhan Durvuljin
11 Bayan airag exploration LLC Zavkhan Erdenekharikhan
. Dornogovi Ikhkhet
12 Bayantegsh impexLLC Khentii Darkhan
13 Big mogul coal and energy LLC Dundgovi BayanxapranaH
14 Boroo goldLLC Selenge Aimag
15 Bud-Invest LLC Tuv Zaamar
16 Bulgan gangat LLC Tuv Zaamar
17 Berkh resources LLC Uvs Ulgii
18 Golden Govi mining LLC Umnugovi Khurmen
19 Datsan trade LLC Khentii Norovlin
20 Dongsheng petroleum LLC Dornogovi Sainshand
21 Dung yuan LLC Umnugovi Nomgon
Bayankhongor Aimag
22 Jump alt LLC Dornod Bayandun
23 JKMK LLC Tuv Aimag
. Dornogovi Urgun
24 Zarya Holdings LLC Dornogovi Khuvsgul
25 Cupcorp MongoliaLLC Uvurkhangai Togrog
Dornogovi Ulaanbadrakh
L Sukhbaatar Bayandelger
26 KogigoviLLC Sukhbaatar Ongon
Sukhbaatar Dariganga
27 QGX Mongolia LLC Khovd Altai
28 Mon Laa LLC Dornogovi Khatanbulag
29 | Mongol alt MAK LLC Dorod Bayantumen
Dornogovi BayanxapranaH
30 Mongolbulgargeo LLC Bayankhongor Aimag
31 Mongolrudprom LLC Khentii Batnorov
32 Mondulaan trade LLC Tuv Zaamar
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Khovd Darvi

33 MoEnKho LLC Khovd Must
Khovd Bulgan

34 Northwind LLC Khentii Galshar
Dornod Aimag

35 Petro matad LLC Dornod Matad
Sukhbaatar Erdenetsagaan

36 Red hill mongolia LLC Selenge Almag
Selenge Tsagaanuur

37 SGS LLC Umnugov? Aimag
Umnugovi Gurvan tes
Dornod Tsagaan-Ovoo

38 Centrera gold Mongolia LLC Sukhbaatar Tuvshinshiree
Sukhbaatar Uul-Bayan

39 Sonor trade LLC Selenge Aimag

40 Torgonnuurin energy LLC Tuv Bayan

41 Khanshijir LLC Darkhan-Yyn Khongor

42 Khartarvagatai JSC Uvs Tarialan

43 Khurai LLC Selenge Aimag
Khuvsgul Aimag

44 Khurgatai Khairkhan LLC Khuvsgul Burentogtokh
Khuvsgul Tsetserleg

45 Erdenet mining corporation LLC Orkhon Aimag

46 Erdes Holding LLC Selenge Khuder

2.8 Fee for forestry use and firewood
Adjustments
Section Initial differ- Government . Upresolved
ences o Companies differences
entities
Fee for forestry use and firewood (48,232) (413) (48,645) )

Highlighted adjustments made over the initial differences occurred relating to Fee for forestry and fire-
wood:

“Centrera gold Mongolia” LLC stated 1,762.0 thousand togrogs initially and provided with details adjusting the
amount, therefore, we have resolved initial difference by deducting from the company’s amount.

Initial difference occurred since “Ten Khun” LLC did not submit its template to the MEITI and the difference was
resolved since the company provided with its details together with its prepared templates.

“Shanlun” LLC overstated its amount initially causing difference of 48,070.2 thousand togrogs, and provided with
details adjusting the amount, therefore, we have resolved the initial difference by deducting from the company’s
amount.

2.9 Fee for use of mineral resources of widespread deposit

Adjustments
Section Initial differ- Government Unresolved
ences S Companies differences
entities
Fee for use of mineral resources of wide- (45,577) 167,372 121,795 -
spread deposit

Highlighted adjustments made over the initial differences occurred relating to Fee for use of mineral re-
sources of widespread deposit:

The initial differences occurred since the following companies have not submitted their templates to the MEITI: “Altain
Khuder” LLC - 107,878.9 thousand togrogs and “Bayan erch” LLC - 11,700.0 thousand togrogs. The respective ad-
justments were made since these companies have provided with their details together with their prepared templates
during the reconciliation showing the amounts.

The government did not state initially “Boroo gold” LLC’s 187,299.2 thousand togrogs and the difference was re-
solved during the reconciliation based on the MTA’s provided information.

The government overstated initially “Boroo gold” LLC’s amount by 92,274.5 thousand togrogs and the difference was
resolved during the reconciliation based on the MTA'’s provided detailed information.
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Initial difference occurred because “Khotgor” LLC reported 35,835.2 thousand togrogs mistakenly under Fee for
exploitation of mineral resources (“Royalty fee”) rather not under Fee for use of mineral resources of widespread
deposit. However, the difference was resolved during the reconciliation based on the company’s provided detailed in-
formation.

“COAL” LLC initially stated that the company paid 10,000.0 thousand togrogs, but provided with details expressing
that there was no payment, and we resolved the difference.

Initial difference occurred since “Tavan tolgoi” LLC did not submit its templates to the MEITI. The respective adjust-
ment was made since the company has provided with its details together with its prepared templates during the rec-
onciliation showing the correct amount.

2.10 Fee for recruiting foreign experts and workers /to local budget/

Adjustments
Section Initial differ- Government Unresolved
ences entities Companies differences
Fee for recruiting foreign experts and workers
Jto local budget/ (8,568,398) 6,514,716 (2,053,682) -

Highlighted adjustments made over the initial differences occurred relating to Fee for recruiting foreign
experts and workers /to local budget/:

Initial difference occurred because the government did state 6,339,332.0 thousand togrogs that was paid from “Oyu
tolgoi” LLC to the Governor’s Office of Khanbogd soum of Umnugovi aimag. During the reconciliation, we have re-
solved the difference by receiving an official reply after sending an official letter to the Governor’'s Office of
Khanbogd soum of Umnugovi aimag based on the details of the company.

“Erdenet mining corporation” LLC reported as doubled its 1,511,577.3 thousand togrogs that was paid to the budget
of state under payment to local budget. This mistake was confirmed through the details of the company during the
reconcilation; therefore, we have resolved it by deducting from one category.

3. Social and health insurance fees

Adjustments
Section Initial differ- Government Unresolved
ences S Companies differences
entities
Social and health insurance fees paid from 12,113,459 1,081,064 13,925,799 169,623
the companies
Total 12,113,459 1,981,964 13,925,799 169,623

Highlighted adjustments made over the initial differences occurred relating to Social and health insurance
fees paid from the companies:

The government did not state fees those were paid to the social insurance department of the locals.

e The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“‘“AGM” LLC - 25,128.6 thousand togrogs, “Altain khuder” LLC - 2,991,264.0 thousand togrogs, “Bulgangangat” LLC -
85,175.9 thousand togrogs, “Buman olz” LLC 61,435.0 thousand togrogs, “Gurvantukhum” LLC 52,504.6 thousand
togrogs, “JKMK” LLC 79,944 .2 thousand togrogs, “G and U Gold” LLC 12,440.3 thousand togrogs, “Commod” LLC
5,367.3 thousand togrogs, “Ten khun” LLC 244,111.1 thousand togrogs and “Ejbalei” LLC 155,292.1 thousand
togrogs respectively. The respective adjustments were made since these companies have provided with their details
together with their prepared templates during the reconciliation showing the amounts.

“Aduunchuluun” JSC - 188,186.1 thousand togrogs and “Andiin temuulel” LLC - 5,656.9 did not state in their EITI
templates initially and caused the differences. However, these differences were resolved since these companies
provided with their details during the reconciliation.

The government did not state initially “Buurgent” LLC’s 12,498.9 thousand togrogs, “Zaraya Holdings” LLC’s
68,129.0 thousand togrogs and “Kogigovi” LLC’s 608,101.1 thousand togrogs. We have adjusted the differences by
approaching to the SSIGO and receiving related information during the reconciliation.

Initial difference was due to government’s mistaken state of 40,295.7 thousand togrogs under “Beren group” LLC’s
amount while the amount was paid by the company’s subsidiary. The amount was confirmed during the reconcilia-
tion that it was paid by the subsidiary company only based on information provided from the both sides, therefore,
we have adjusted the amount by deducting from “Beren group” LLC’s amount.

“Jump Alt” LLC and “Shivee shivee” LLC understated their fees by 62,728.4 thousand togrogs and by 91,423.4
thousand togrogs respectively. The differences were resolved since the companies provided with their detailed in-
formation showing the complete amounts.

Initial differences occurred since “Odod gold” LLC and “Olon ovoot gold” LLC misstated 124,448.1 thousand togrogs
and 520,785.8 thousand togrogs respectively. The differences were resolved since the companies provided with
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their detailed information showing the correct amounts.
The government overstated “Chinkhua MAK narin sukhait” LLC’s amount by 2,015,719.9 thousand togrogs. This
initial difference was resolved based on information provided from the both sides.

4. Charges and service charges

P Adjustments U S
. nitial differ- nresolve
Section Government 3 :
ences entities Companies differences
1. Custom service fee 11,612,415 (222,738) 11,389,677 -
2. Stamp and other charge paid to state (492,874) 232,327 (247,831) (12,715)
3. Service charges paid to state (823,297) 817,369 (76,512) 70,583
4. S_erwce charges for experts and for- (953,262) 436,622 (504,526) (12,114)
eign workers
5 Permission fee for use of natural (2,700) 173 (2,527) )
resources other than minerals
6 Stamp_ and_other charge paid to local (324,924) 338,322 16,179 (2,780)
administration
7 ftfgt/ilcc)r? charges paid to local admini- 17,903 59.977 90,050 (12,170)
Total 9,033,261 1,662,053 10,664,510 (30,804)
4.1 Customs service fee
o Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Custom service fee 11,612,415 (222,738) 11,389,677 -

Highlighted adjustments made over the initial differences occurred relating to Customs service fee:

Initial differences occurred; 1) the government understated the customs service fees initially, 2).companies also under-
stated initially, 3) companies have included customs and other service fees which are paid to private logistics companies
and 4) companies stated the customs service fees under the customs tax.

The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Altain khuder” LLC - 1,270,877.6 thousand togrogs, “GLDB” LLC - 36,945.0 thousand togrogs, “ZUA” LLC 55,862.0
thousand togrogs, “Kazmon contact” LLC 225,185.0 thousand togrogs and “Lut chuluu” LLC 157,763.0 thousand
togrogs. The respective adjustments were made since these companies have provided with their details together
with their prepared templates during the reconciliation showing the amounts.

The occurred initial difference, due to the government’s statement of “Monlaa” LLC’s amount as 13,257.1 thousand
togrogs not as 130,257.1 thousand togrogs, was resolved completely based on the both sides’ details.

The government initially stated “Tsairtmineral” LLC’s amount by 99,196.8 thousand togrogs and “Energy resource’
LLC’s amount by 614,616.3 thousand togrogs. We have resolved the differences by decreasing the government’s
initial amounts by clarifying after sending the MCQO’s detailed information to the companies.

The occurred initial differences relating to “Oyu tolgoi” LLC were resolved completely during the reconciliation based
on the detailed information provided both from the government and the company. The reason for the difference was
that the both sides have stated mistakenly the incorrect amounts.

“Mongol metal mining” LLC did not state its paid 76,648.2 thousand togrogs initially, however, provided with details
showing the amount.

“Shin shin” LLC overstated by 17,337.8 thousand togrogs initially, however, provided with details showing the cor-
rect amount.

“Erdenes tavan tolgoi” JSC overstated its amount initially, however, provided with detailed information showing the
correct amount.

4.2 Stamp and other charge for paid to state

. . Adjustments
Section Initial differ- Government Unresolved
ences oG Companies differences
entities
Stamp and other charge paid to state budget (492,874) 232,321 (247,831) (12,715)
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4.3 Service charges paid to state

o Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Service charges paid to state administration (823,297) 817,369 (76,512) 70,583
4.4 Service charges for experts and foreigh workers
o Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Service charges for experts and foreign work- (953,262) 436,622 (504,526) (12,114)
ers

Highlighted adjustments made over the initial differences occurred relating to Service charges for experts
and foreign workers:

e  Other service charges were not included in the government’s initial reporting while were included in the companies’
reporting, and even were more shown in the provided details of the companies during the reconciliation.

e Also initial differences occurred due to non-inclusion in the government reporting of service charges those were paid
to state and government organizations. We have made the necessary adjustments after receiving related reply infor-
mation by sending an official letters to FIFTA, MFA, FCAA, MRAM, LSWA, State registration agency for real estate,
Water agency, State Sampling agency, Geological Laboratory, Office of Transport Regulation, Railway and other

government organizations.

e The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“‘“AGM” LLC - 897.5 thousand togrogs, “Altain khuder” LLC - 6,474.6 thousand togrogs and “Orchlon Ord” LLC
16,171.7 thousand togrogs. The respective adjustments were made since these companies have provided with their
details together with their prepared templates during the reconciliation showing the amounts.

4.5 Permission fee for use of natural resources other than minerals

] Adjustments g e

. nitial differ- nresolve

Section ences CRvE Tl St Companies differences
entities

Permission fee for use of natural resources (2,700) 173 (2,527) -

other than minerals

Highlighted adjustments made over the initial differences occurred relating to Permission fee for use of

natural resources other than minerals:

. Difference of 2,700.0 thousand togrogs occurred since “Gatsuurt” LLC mistakenly state the fee initially. We have
resolved the difference by adjusting the amount since the company provided with details showing the amount cor-

rectly.

4.6 Stamp fee paid to local budget

P p—— Adjustments U et
. nitial differ- nresolve
Section Government 3 -

ences entities Companies differences
Stamp fee paid to local budget (324,924) 338,322 16,179 (2,780)
4.7 Service charges paid to local administration

Adjustments
Section Initial differ- Government Unresolved
ences oG Companies differences
entities

Service charges paid to local administration 17,903 59,977 90,050 (12,170)

Highlighted adjustments made over the initial differences occurred relating to Service charges paid to lo-

cal administration:

e Initial difference occurred since the government did not state “Gatsuurt” LLC’s 3,227.6 thousand togrogs. We ad-
justed the difference by receiving information from Chingeltei and Sukhbaatar districts during the reconciliation.

e “Oyu tolgoi” LLC stated 6,474.5 thousand togrogs expressing that the amount was paid to local budget. We have
adjusted the amount by increasing the government’s figure after receiving confirmed amount from Khanbogd soum
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of Umnugovi aimag.

“South govi sands” LLC provided with its details on the charges, we adjusted the amount based on an official letter
reply of Gurvantes soum of Umnugovi aimag.
The government did not state “Energy resource” LLC’s 288,606.4 thousand togrogs causing the initial difference.

We have adjusted the amounts receiving reply information after approaching to National Centre for Standard and
Measurement and State Professional inspection agency.

5. Government receipts and other receipts

o Adjustments
Section Initial differ- Government Unresolved
ences . Companies differences
entities
1 _Entltlement un_der Production Shar- 53885525 ) 53,885,525 )
ing Contract with the government
p. | Prepaymentto government accord- 705,153 461,469,015 | 462,174,168 -
ing to Investment Agreement
Signing promo for the year under
3. Production Sharing Contract with the (287,535) 273,650 (13,884) -
government
Training promo centralized for the
4. year under Production Sharing Con- 284,175 183,896 468,070 -
tract with the government
Area pledge under Production Shar-
5 ing Contract with the government 491,487 (125,856) 365,631 -
6 Administration service charge cen-
’ tralized under Production Sharing (249,070) 249,070 - -
Contract with the government
Supporting payment to representa-
7. tive office under Production Sharing 157,433 76,146 233,578 -
Contract with the government
Received supporting under Produc-
8. tion Sharing Contract with the gov- (446,871) 435,051 (11,820) -
ernment /local budget/
Total 54,540,297 462,560,971 517,101,268 -
5.1 Entitlement under Production Sharing Contract with the government
o Adjustments
Section Initial differ- Government Unresolved
ences entities Companies differences
Entitlement under Production Sharing Con- 53,885,525 - 53,885,525 -
tract with the government

Highlighted adjustments made over the initial differences occurred relating to Entitlement under Produc-

tion Sharing Contract with the government:

“Petro china dacha tamsag” LLC initially expressed its paid tax amount in USD not in MNT and it caused to initial
difference of 53,885,525.3 thousand togrogs. We have made the adjustment based on information provided from

the MCO during the reconciliation.

5.2 Prepayment to government according to Investment Agreement

o Adjustments
Section Initial differ- Government Unresolved
ences e Companies differences
entities
Prepayment to government according to 705,153 461,469,015 462,174,168 -
Investment Agreement

Highlighted adjustments made over the initial differences occurred relating to Prepayment to government

according to Investment Agreement:

e The government did not state prepayment paid from “Oyu Tolgoi” LLC while the company showed its amount under
penalty to state budget. During the reconciliation, we have adjusted the government amount after receiving related
information by sending an official letter to the MOF.

¢ Both “Erdenes tavan tolgoi” JSC and the government did not state any amount relating to the prepayment. Howev-
er, we have made adjustments on the both sides’ amounts since both sides provided with their details during the

reconciliation.

79

Consortium of Hart Nurse Ltd (UK) and
Ulaanbaatar Audit Corporation LLC (Mongolia)



Mongolia Sixth EITI Reconciliation Report 2011

5.3 Signing promo for the year under Production Sharing Contract with the government

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Signing promo for the year under Production (287,535) 273,650 (13,884) -
Sharing Contract with the government

5.4 Training promo centralized for the year under Production Sharing Contract with the government

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Training promo centralized for the year under
Production Sharing Contract with the govern- 284,175 183,896 468,070 )
ment

Highlighted adjustments made over the initial differences occurred relating to Training promo centralized
for the year under Production Sharing Contract with the government:

e The initial difference of 257,902.2 thousand togrogs occurred because “Petro china dachin tamsag” LLC expressed
its payment to the PAM in USD rather not in MNT. And the difference was adjusted based on information of the PAM
provided during the reconciliation.

e The government did not state “MCS petro Mongolia” LLC’s amount initially, we have resolved the difference by mak-
ing adjustment by increase of 97,725.0 thousand togrogs on the government side based on the PAM information.

e The initial difference occurred since “Magnai trade” LLC did not prepare and submit its EITI templates. The respec-
tive adjustment was made since the company has provided with its details together with its prepared templates dur-
ing the reconciliation showing the amounts.

e The “PEXPROQO” LLC’s amount was not stated in the government report due to wiring the company’s name as “APE-
XPRO”. We have adjusted the amount clarifying the reason from the PAM.

5.5 Area pledge under Production Sharing Contract with the government

Adjustments
Section L Unresolved
Initial differences Gover.n_ment Companies differences
entities
Area pledge under Production Sharing Con- 491,487 (125,856) 365,631 -
tract with the government

Highlighted adjustments made over the initial differences occurred relating to Area pledge under Produc-
tion Sharing Contract with the government:

e The government did not state “MCS petro Mongolia” LLC’s amount of 81,906.58 initially, we have resolved the differ-
ence by making adjustment by increasing the government side based on both the PAM and the company’s infor-
mation.

e The initial differences occurred since “Magnai trade” LLC and “Golden see petroleum” LLC did not prepare and sub-
mit their EITI templates. The respective adjustments were made since the companies have provided with their details
during the reconciliation showing the amounts.

e The “PEXPRO” LLC’s amount was not stated in the government report due to writing the company’s name as “APE-
XPRO”. We have adjusted the amount clarifying the reason from the PAM.

e The government overstated “NPI” LLC’s amount of 229,028.2 thousand togrogs initially. We have adjusted the
amount clarifying the reason from the PAM.

5.6 Administration service charge centralized under Production Sharing Contract with the government

Adjustments
Section Initial differ- Government Unresolved
ences L Companies differences
entities
Administration service charge centralized
under Production Sharing Contract with the (249,070) 249,070 - -
government
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Highlighted adjustments made over the initial differences occurred relating to Administration service
charge centralized under Production Sharing Contract with the government:

e Initial difference occurred because the government did not state “Govi energy partners” LLC’s amount of 249,070.0
thousand togrogs. We have adjusted the amount clarifying from the PAM based on the company’s detailed infor-

mation.
5.7 Supporting payment to representative office under Production Sharing Contract with the government
Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Supporting payment to representative office
under Production Sharing Contract with the 157,433 76,146 233,578 )
government

Highlighted adjustments made over the initial differences occurred relating to Supporting payment to rep-
resentative office under Production Sharing Contract with the government:

e Initial difference 0f137, 916.1 thousand togrogs occurred because “Petro china dachin tamsag” LLC expressed its
amount in USD rather not in MNT. We adjusted the amount based on information of the PAM requiring during the
reconciliation.

e The initial differences occurred since “Magnai trade” LLC and “Golden see petroleum” LLC did not prepare and
submit their EITI templates. We have increased the company’s side by 88,979.1 thousand togrogs based on the
company'’s details provided during the reconciliation. Also an amount of 132.7 thousand togrogs were added into
the company’s side and the amounts were adjusted based on the government amount.

e The government did not state “MCS petro Mongolia” LLC’s amount initially, however, we adjusted by increasing the
government’s amount by 39,090.0 thousand togrogs based on information provided from the PAM and the compa-
ny.

e The PAM mistakenly wrote the company’s name as “APE-XPRQO” not as “PEXPRQO” LLC’s and caused initial differ-
ence of 36,912.6 thousand togrogs. We have adjusted the amount clarifying the reason from the PAM during the
reconciliation.

5.8 Received supporting under Production Sharing Contract with the government /local budget/

Adjustments
Section Initial differ- Government Unresolved
ences entities Companies differences
Received supporting under Production
Sharing Contract with the government (446,871) 435,051 (11,820) )
/local budget/

Highlighted adjustments made over the initial differences occurred relating to Received supporting under
Production Sharing Contract with the government /local budget/:

. The government did not state supporting amount which was paid by the company under cooperation agreement for
working at the local. We have adjusted the amounts those were paid by the following companies to the respective
aimags and soums after receiving replies to our official letters from the related Governors’ Offices. As follows: from
“Govi energy partners” LLC to Dornogovi aimag, from “Sansriin geology khaiguul” LLC to Tuv, Dornogovi and
Ulziit, Undrushil and Gurvansaikhan soums of Dundgovi, and from “Shaiman” LLC to Khentii and Govisumber
aimags.

. The initial difference occurred since the government did not state 30,000.0 thousand togrogs which was paid from
“Dongsheng petroleum” LLC to the Governor’s Office of Dornogovi. We have adjusted the amount based on in-
formation provided from the Governors’ Office.

o Initial difference occurred because the government did not state “Govi energy partners” LLC’s amount in its initial
reporting. We added into the government’s side based on the PAM’s information and the company’s detailed in-
formation.

. Initial difference occurred since the government did not “Cupcorp” LLC’s amount which is paid to the Governor’s
Office of the local. We have adjusted the amount by receiving related information after sending an official letters to
the Governor’'s Office of Govi-Altai, Uvurkhangai and Bayankhongor aimags based on information provided from
the company.

e “MCS Mongolia” LLC’s amount was not stated in the government’s initial reporting, adjustments were made based
on the general information of the company and the information of the PAM by increasing the government’s
amount.

e The government did not initially state “Sheiman” LLC’s amount, however, adjustment was made after receiving
clarification reply from the PAM during the reconciliation.

¢ The government did not state “APEXPRO” LLC’s amount which was paid to the Governor’s Office of Sukhbaatar
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aimag “NPI” LLC’s amount of 62,894.5 thousand togrogs that was paid to the Governor’s Office of Dornod aimag.
We have adjusted the amounts based on replies provided from the Governors’ Offices of the respective aimags to
our official letters and the detailed information of the company.

6. Dividends on state and local property

ST p— Adjustments g e
. nitial differ- nresolve
Section ences CRUE T Bt Companies differences
entities
Dividends on state property 41,928 20 41,948 -
Dividends on local property 32,801,558 2,116 32,803,674 -
Total 32,843,486 2,136 32,845,622 -

Highlighted adjustments made over the initial differences occurred relating to Dividends on state and local
property:

Initial difference of 15,228.0 thousand togrogs occurred due to non-submission of its template to the MEITI by
“Erdenes MGL” LLC. And adjustment was made based on detailed information provided from the company during
the reconciliation.

The initial difference of 34,917,093.0 thousand togrogs occurred since “Tavan tolgoi” JSC did not submitted its
templates to the MEITI. The respective adjustment was made since the company has provided with its details to-
gether with its prepared templates during the reconciliation showing the amounts.

Initial differences occurred because, “Mogoin gol” JSC stated its 2,113.4 thousand togrogs as 2,113,419.50 thou-
sand togrogs, and the government did not state any amount for the company. During the reconciliation, the com-
pany provided with its explanation that its initial reporting amount was not expressed in thousands. Based on the
company’s details, we have adjusted by increasing the government’s amount after getting related reply by sending
an official letter to the Governor’s Office of Khuvsgul aimag.

7. Penalties
o Adjustments
Section Initial differ- Government Unresolved
ences entities Companies differences
Penalties paid to state budget (124,403,679) 618,288 (123,799,004) 13,612
Penalties paid to local budget (212,027) 117,256 (88,111) (6,660)
Total (124,615,706) 735,544 (123,887,114) 6,952
7.1 Penalties paid to state budget
o Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Penalties paid to state budget (124,403,679) 618,288 (123,799,004) 13,612

Highlighted adjustments made over the initial differences occurred relating to Penalties paid to state
budget:

Initial difference of 125.4 billon togrogs relating to “Oyu tolgoi” LLC occurred because the company initially reported
its amount mistakenly under Penalties paid to state budget while the amount was related to Prepayment to
government according to Investment Agreement Prepayment. We have made adjustment deducting from the Penal-
ties paid to state budget side based on the detailed information provided during the reconciliation from the both
sides (MOF and the company).

The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Altain khuder” LLC - 18,096.3 thousand togrogs, “Altandornodmongol” LLC - 816,873.5 thousand togrogs and “Batu
mining Mongol” LLC 17,305.8 thousand togrogs. The respective adjustments were made since these companies
have provided with their details together with their prepared templates during the reconciliation showing the
amounts.

Initial difference of 111,379.7 thousand togrogs relating to “MoEnkhKho” LLC occurred because the company
initially reported its amount mistakenly under Penalties paid to local budget while the amount was related to
Penalties paid to state budget. We have made adjustment based on the detailed information provided during the
reconciliation from the company.
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“Sonor trade” LLC initially reported 19,461.3 thousand togrogs of as penalties. However, we have received infor-
mation from the MTA as follows: 8,909.3 thousand togrogs for the CIT, 3,379.8 thousand togrogs for the VAT and
7,172.2 thousand togrogs for the penalties. And we made the respective adjustments and resolved the difference.
The government initially stated “Shijir Alt” LLC’s 52,170.7 thousand togrogs under the CIT. Adjustment was made
since the both sides’ details confirmed the amounts.

Initial difference of 24,968.8 thousand togrogs occurred for “Shivee Ovoo” LLC since the company overstated its
amount. And we made the respective adjustments and resolved the difference based on the details of the company.

7.2 Penalties paid to local budget

o Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Penalties paid to local budget (212,027) 117,256 (88,111) (6,660)

Highlighted adjustments made over the initial differences occurred relating to Penalties paid to local

budget:

The government did not initially stated “Shin shin” LLC’s amount of 54,540.0 thousand togrogs, however, adjust-
ment was made after receiving an official reply from the Governor’s Office of Dornod aimag during the reconciliation.

8. 50% contribution in kind to environmental protection special account

o Adjustments
Section Initial differ- Unresolved
ences Gover_n_ment Companies differences
entities
50% contribution in kind to environmental (680,113) 257,210 (418,603) (4,300)
protection special account

Highlighted adjustments made over the initial differences occurred relating to 50% contribution in kind to

environmental protection special account:

The government did not include the companies’ amounts which were centralized into Environment protection, Resto-
ration Fund. The companies those own “X” licenses and operate in exploration activities paid their amounts into spe-
cial account that is opened by the Governors of the locals and called Environment protection, Restoration Fund.

Initial differences occurred since the companies stated amounts those were set-off as an advance for the next year
against the centralized amounts in the previous year. The set-off amounts should not be stated in the companies’ re-
porting since the amounts belong to the previous year and they are not on cash-basis.

The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Gurvantukhum” LLC - 6,990.0 thousand togrogs and “G and U Gold” LLC - 6,000.0 thousand togrogs. The respec-
tive adjustments were made since these companies have provided with their details together with their prepared
templates during the reconciliation showing the amounts.

Initial difference occurred because the government did not state “Kogigovi” LLC’s 59,898.4 thousand togrogs which
is centralized into the local budget. The respective adjustment was made since we have received reply information
from the Governor’s Office of the related local by sending an official letter based on the company’s details provided
during the reconciliation.

The government did not state “Treja mounting international” LLC’s amount. We have adjusted the amount based on
information provided from the ERD of MNET.

“Munkh noyon suvarga” LLC initially reported 100,000.0 thousand togrogs. We have approached to the ERD of
MNET and was explained that there is no centralized amount from the company in year 2011. After repeated clarifi-
cation from the company the company accepted the initial amount was stated mistakenly.

“Erdenet mining corporation” LLC initially reported its environment protection expenditure mistakenly under this
category; therefore, we have adjusted by deducting from the company side since the company confirmed through its
detailed information.
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9. Donations and supporting to governmental organizations

o Adjustments
Section Initial differ- Government . Upresolved
ences o Companies differences
entities
Donations and Monetary (9,844,067) 10,689,846 848,279 (2,500)
supporting from
;?:?Sﬁﬁgfz;‘é Non-monetary (450,651) 290,327 (153,346) (9,528)
agencies
Donations and | Monetary (1,254,976) 4,794,052 (150,796) (72,481)
supporting from
C;”ﬂlgg’;‘iiéo Non-monetary (3,612,006) 309,065 3,611,557 (11,321)
capital
Donations and | Monetary 1,554,490 (386,861) (3,291,620) (21,120)
supporting from
S‘;‘f’?}za;rﬁsc}ios _ | Non-monetary (3,931,096) 4,894,680 1,188,750 (20,869)
tricts
Donations and | Monetary (221,444) 89,665 (131,779) -
supporting from
O‘iﬁgpoarg'aerfi;g_ Non-monetary (1,045,502) 384,340 (661,162) ;
tions
Total (18,805,254) 21,059,415 2,391,980 (137,818)
9.1 Donations and supporting from companies to ministries and agencies
Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
Donations and sup- Monetary (9,844,067) 10,689,846 848,279 (2,500)
porting from compa- Non-
nies to ministries and monetary (450,651) 290,327 (150,796) (9,528)
agencies
Total (10,294,718) 10,980,174 697,483 (12,028)

Highlighted adjustments made over the initial differences occurred relating to Donations and supporting
from companies to ministries and agencies:

We faced with difficulties resolving differences occurred relating with donations which are non-monetary and con-
structed works/activities since the companies have not gathered work/activity acceptance acts, and documents for
showing correct costs and valuations of furniture, fixtures and items which were donated.

Plus, the companies provided with their details during the reconciliation increasing their initially stated donation
amounts, and the details do not show the donation received organizations’ names clearly.

The government did not state “Boroo gold” LLC’s 10,380.0 thousand togrogs given to the MMRE. The amount was
adjusted since we have received reply to our official letter from the MMRE.

“Oyu tolgoi” LLC reported donations of 8,939,883.2 thousand togrogs initially, we have adjusted on the govern-
ment's side based on reply information after sending official letters to government organizations such as LSWA,
FCAA, and Professional Education Agency and other organizations. Also, we added some amounts which were
missed in the company’s reporting, however, the government showed in its reporting.

“Oyu tolgoi” LLC reported non-monetary /car/ donation of 194,362.9 thousand togrogs given to the SSIGO. The
SSIGO confirmed the amount as 213,799.2 /inclusive of VAT/, therefore, we adjusted increasing the government’s
side by the same amount.

The government understated “Petro china dachin tamsag” LLC’s monetary donations given to the MMRE and
FCAA. We made adjustment by receiving related reply information by sending official letters to the respective organ-
izations based on the company’s details.

“South govi sands” LLC reported that the company has donated container with cost of 191,387.2 thousand togrogs
purposing to provide housing to army soldiers of Shivee Khuren Customs. When we clarified from the Customs they
explained that the amount was not recorded as a receipt, and actually the container received not as a donation, be-
cause it would be returned back when the accommodation housing for the army soldiers would be completely built.
The government did not state “Energy resource” LLC’s donations given to ministries and agencies. We have adjust-
ed the amounts based on replies to our official letters from Central Laboratory of Customs, Science Academy of
Mongolia, MSE and other organizations.
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e “Erdenet jas” LLC mistakenly classified its donations of 60,050.0 thousand togrogs which were donated to
Erdenedalai, Tolbo, Delgerkhaan and Buren soums of Tuv aimag into donations given to ministries and agencies.
We made the adjustment based on the company’s detailed information.

e The government did not state “Erdenet factory” LLC’s donations given to ministries and agencies. We have adjusted
the amounts based on replies to our official letters Science Academy of Mongolia /30,000.0 thousand togrogs/ and
SPC /443,208.3 thousand togrogs/.

9.2 Donations and supporting from companies to aimags and capital

Adjustments
Section Initial differ- Government Unresolved
ences entities Companies differences
1 Donations and sup- Monetary (1,254,976) 4,794,052 3,611,557 (72,481)
porting from compa-
> nies to aimags and Non- (3,612,006) 309,065 (3,291,620) (11,321)
) capital monetary
Total (4,866,982) 5,103,117 319,937 (83,802)
9.3 Donations and supporting from companies to soums and districts
Adjustments
Section Initial differ- Government Unresolved
ences entities Companies differences
1 Donations and sup- Monetary 1,554,490 (386,861) 1,188,750 (21,120)
porting from compa-
2 nies to soums and Non- (3,931,096) 4,888,980 978,753 (20,869)
) districts monetary
Total (2,376,606) 4,502,120 2,167,502 (41,989)

Highlighted adjustments made over the initial differences occurred relating to Donations and supporting
from companies to soums and districts:

The initial differences occurred since the following companies have not submitted their templates to the MEITI:
“Altain khuder” LLC - 179,300.0 thousand togrogs and “Urmun-Uul” LLC - 215,000.0 thousand togrogs. The respec-
tive adjustments were made since these companies have provided with their details together with their prepared
templates during the reconciliation showing the amounts.

e “Ankhait international” LLC understated its amount by 3,549.5 thousand togrogs, however, we adjusted since the
company provided with its detailed information during the reconciliation.

e The government understated “Bold tumor eroo” LLC’s donations amount by 33,340.0 thousand togrogs. We adjust-
ed the amount based on information provided from the Governor’s Office of Selenge aimag.

e The initial differences of 703,617.6 thousand togrogs for “Boroo gold” LLC and 730,000.0 thousand togrogs for
“Bold tumor eroo gol” LLC occurred since the government did not state these companies’ amounts. We adjusted the
amounts based on information provided from the Governors’ Offices of Bayangol, Eroo and Mandal soums of
Selenge aimag.

e “Ankhait international” LLC understated its amount by 3,549.5 thousand togrogs, however, we adjusted since the
company provided with its detailed information during the reconciliation.

e The government reported 56,252,0 thousand togrogs of donation for “Govi coal and energy” LLC while the company
reported 61,367.2 thousand togrogs. Based on the company’s detailed information provided during the reconcilia-
tion showing the donations of 84,806.2 thousand togrogs, we have sent official letters to the Governor’s Office of
Bayankhongor aimag to confirm 50,806.2 thousand togrogs, to the Governor's Office of Govi-Altai aimag for
32,000.0 thousand togrogs and to the Governor’'s Office of Dundgovi aimag for 2,000.0 thousand togrogs respec-
tively. And made the necessary adjustments after getting the replies.

e The government understated “Govi coal and Energy” LLC’s non-monetary donations and supporting by 15,759,9
thousand togrogs, on the other side, the company understated its amount by 5,782.6 thousand togrogs. When we
clarified from the Governors’ Offices of aimags based on the detailed information, the Governor's Office of
Erdenedalai soum of Dundgovi aimag did not provide with information and the Governor’s Office of Shininst soum of
Bayankhongor aimag provided with lump-sum amount.

e Initial differences occurred due to understatement amounts for “Mongoliin alt MAK” and for “Khangad exploration”
LLC. We have adjusted the amounts after getting replies by sending official letters to the Governors’ Offices of
Khankhongor soum of Umnugovi aimag, Sergelen soum of Tuv aimag, Bayanjargalan soum of Dudngovi aimag and
Mandakh soum of Dornogovi aimag based on the company’s detailed information provided during the reconciliation.

e The government did not state amounts for “Mongolrusstsvetmet” LLC and for “Petro china dachin tamsag” LLC and
this caused the initial differences. We have adjusted the amounts after getting replies by sending official letters to
the Governors’ Offices of Naranbulag soum of Uvs aimag, Bor-Undur soum of Khentii aimag, Airag soum of
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Dornogovi aimag, Zaamar soum of Tuv aimag, Khalkhgol and Matad soums of Dornod aimag and Darkhan city
based on the companies’ detailed information provided during the reconciliation.

e The government did not state donation amount given to soum, district of “Energy resource” LLC while the company

provided with detailed information showing that the company made donation to Umnugovi at 1,712,214.0 thousand
togrogs and coal donation to the Governor’s Office of Tsogttsetseii soum of Umnugovi aimag at 4,752.4 thousand
togrogs. We adjusted the amounts based on the replies from the respective Governor’s Offices.

9.4 Donations and supporting from companies to other organizations

Adjustments
Section Initial differ- Government Unresolved
ences o Companies differences
entities
1. Donations and sup- Monetary (221,444) 89,665 (131,779) -
porting from compa- Non-
2. nies to other organi- monetary (1,045,502) 384,340 (661,162) -
zations
Total (1,266,946) 474,005 (792,942) -

Highlighted adjustments made over the initial differences occurred relating to Donations and support-
ing from companies to other organizations:

The government did not actually report donations and supporting amounts initially, however, we have adjusted by
getting information after approaching to related organizations based on the detailed information of the companies
provided during the reconciliation.

“Boroo gold” LLC initially stated its donations to individuals and private companies, therefore, we have deducted
these amounts from the company’s side and resolved the occurred differences.

“Oyu tolgoi” LLC reported under this category donation given to Vocational Educational School of Choir,
Govisumber aimag for purpose of building camp for students. When we clarified from the school, there was no
any accounting recording about the donation. However, we adjusted the amount based on triple-sides contract
provided from the company.

Initially, “Mongolrusstsvetmet” LLC stated its donations to non-government organization. We have adjusted by
deducting from the company’s side since this type of donation should not be included in the reconciliation.

Initial difference of 600,000.0 thousand togrogs occurred because “Shin shin” LLC stated its donation of 600.0
thousand togrogs given to non-government organization under Donations and supportings from companies to
other organizations not expressing in thousands. We have adjusted by deducting from the company’s side since
the company provided with adjusted detailed information.

“Shine shivee” LLC stated 32,000.0 thousand togrogs of donation under Donations and supportings from
companies to other organizations. We have adjusted by deducting from the company’s side since the donation
was given to hon-government organization and this type of donation should not be included in the reconciliation.
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(MNT)

Government Government

Ne Company name Activity amount after Ne Company name Activity amount after

adjustment adjustment

. . copper molyb-
1 Egﬂe&eémmmg corpora denum concen- 548,545,771.1 101 Cascade mining LLC iron-exploration 369,777.1
trate
’ exploration-gold, ] uranium-
2 Oyu tolgoi LLC copper 398,355,763.9 | 102 Emeelt Mines LLC exploration 366,069.8
3 Erdenes Tavan tolgoi JSC coal 339,812,394.3 | 103 Ikh Khan Uul LLC gold 354,655.1
4 Tavantolgoi JSC coal 168,935,591.9 | 104 | Orchlon ord LLC exploration 341,363.3
5 Mongol Alt Mak LLC coal 158,504,558.1 | 105 | Beren mining LLC g;‘g"”a“c’”"’on 325,404.0
6 Energy resource LLC coal 83,726,391.2 106 Zhu YuE LLC iron 322,167.7
7 South Govi Energy LLC coal 64,875,778.0 107 Gunbileg trade LLC exploration-gold | 309,106.0
8 Ef‘cr“h'”a dachintamsag | oo ojeum 50,054,962.8 | 108 | Buman olz LLC coal 306,852.4
9 Bold tumur yruu gol LLC iron ore 39,981,220.5 109 Erdes kholding LLC iron ore 294,627.1
. exploration- . exploration-
10 Magnai trade LLC petroleum 36,474,348.7 110 Erdene jas LLC gold, copper 293,802.1
11 Dongsheng petroleum LLC | petroleum 25,002,743.0 111 Mongol metal mining LLC iron 292,936.0
12 Tsairt Mineral LLC foil 22,772,737.3 112 Mongol gazar LLC exploration-gold | 291,525.8
13 Boroo gold LLC gold 21,098,958.4 113 SBF LLC gold 287,903.7
14 Altain khuder LLC iron 19,594,215.0 114 | Agmmining LLC exploration-gold | 286,631.7
Chinkhua Mak nariin )
15 sukhait LLC coal 18,535,111.9 115 MRCMGL LLC exploration-gold 285,623.7
16 Shin Shin LLC lead 11,975,812.3 116 Zanadumetals mongolia LLC exploration 285,310.2
17 Mongolrustsevetmet LLC fluoride 10,758,758.9 117 Geomin LLC exploration 278,571.9
18 Baganuur JSC coal 7,820,404.5 118 | NPILLC exploration- 277,594.9
petroleum
19 Mon polimet LLC gold 5,347,116.5 119 JKMK LLC gold 276,120.7
20 GEM international LLC ﬁzglrcig:tlon- 4,742,650.0 120 Eermel LLC exploration 275,917.6
21 Olon Ovoot gold LLC gold 4,584,264.0 121 Mongolczechmetal LLC fluoride 272,399.4
22 ffgte"a Gold Mongolia exploration-gold | 4,333,825.0 122 | QGX Mongol LLC exploration 269,714.2
23 Mo En Ko LLC coal 3,559,026.3 123 Datsan trade LLC gold 263,726.8
24 Shijir Alt LLC gold 3,284,939.1 124 MEC LLC anc xavpra 262,493.4
25 Ochir Undraa LLC exploration-gold 3,256,881.9 125 Ulzgol LLC gold 261,126.3
26 Mon dulaan trade LLC gold 2,472,907.1 126 Samtan mores LLC exploration 259,830.4
27 Shivee-Ovoo JSC coal 2,430,762.1 127 Mongol tsamkhag LLC exploration 252,217.6
28 Ankhai international LLC iron 2,263,556.6 128 Camex LLC exploration 245,712.1
29 Gatsuurt LLC gold 2,174,431.5 129 Gobi consolidated LLC exploration 244,741.0
30 Marco Polo LLC gold 2,161,531.1 130 Shine Ellion Neng Yuan LLC exploration 240,030.8
31 Kojegovi LLC uranium- 1,984,124.7 131 | Ejpaley LLC exploration- 238,890.3
exploration gold, copper

32 Erel LLC gold 1,971,758.4 132 Mongol altai resources LLC exploration 235,297.0
33 Shariin gol JSC coal 1,889,845.6 133 Khurgatai khairkhan LLC exploration 234,406.2
34 AUM LLC gold 1,643,135.3 134 Adil och LLC fluoride 232,111.4
35 MPHCL LLC gggfé‘;"“on'go'd' 1,468,036.2 135 | Broad LLC coal 231,975.2
36 ONTRE LLC exploration-gold 1,462,549.2 136 KHOTU LLC gold 229,360.9
37 Hera Investment LLC exploration 1,449,446.8 137 Tsevdeg LLC gold 228,144.0
38 Lutchuluu LLC iron 1,444,816.2 138 Bayanteeg LLC coal 223,684.0
39 Urmun-Uul LLC gold 1,407,118.2 139 Berkh resources LLC exploration 216,165.6
40 Khangad exploration LLC exploration-coal 1,405,806.0 140 Mongol uranium resources LLC iron-exploration 214,826.3
41 Peabody-Winsway re- exploration 1,364,417.4 141 Taats murun LLC gold 193,897.5
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(MNT)
Government Government
Ne Company name Activity amount after Ne Company name Activity amount after
adjustment adjustment
sources LLC
42 (LE‘LO(E" coal and Eenergy coal 1,224,212.2 142 | Mongolrudprom LLC fluoride 182,566.6
43 Shanlun LLC foil 1,186,197.1 143 | CMKILLC fluoride 181,877.7
44 Bayan erch LLC exploration 1,175,130.2 144 Dun erdene LLC gold 179,480.7
45 Cazmon contact LLC exploration 1,165,970.9 145 Khan shijir LLC gold 173,729.0
46 Khuadi khuonez LLC exploration 1,146,624.9 146 | Asia gold Mongolia LLC exploration 171,965.8
47 Andiin ilch LLC coal 1,114,500.0 147 GLDB LLC coal 171,220.3
48 Tethys Mining LLC exploration 1,102,887.5 148 Mongoljuanli LLC fluoride 164,037.1
49 Altan dorNod mongol LLC gold 1,082,330.2 149 ZBAALLC exploration 163,191.4
exploration-
50 Petro matad LLC petroleum 1,002,326.2 150 Khotgor Shanaga LLC coal 159,310.4
51 OGCHL LLC gg";gﬁ‘“on'g‘"d' 998,236.1 151 | Khotgor LLC coal 156,559.7
52 Ten khun LLC gold 983,865.5 152 Belgravia mining LLC exploration 149,686.5
53 Zaraya holdings LLC exploration 968,250.6 153 Golden Govi mining LLC exploration 148,888.3
54 Delger-Orchlon LLC exploration 914,164.3 154 Buurgent LLC gold 148,039.0
55 Jump alt LLC gold 912,862.0 155 Khartarvagatai JSC coal 146,322.0
56 Golden sea petrolium LLC exploration- 866,103.4 156 Sod Gazar LLC exploration 144,015.1
petroleum
57 Gobi energy partners LLC exploration- 863,007.8 157 Mogoin Gol LLC coal 137,658.9
petroleum
58 Zon Xen U Tian LLC exploration- 835,318.5 158 | Longshenda LLC exploration 136,485.3
petroleum
59 Alshaakhairkhan LLC exploration 824,638.0 159 | Khuree del LLC fell’j‘g'r‘i’(;zt"’”' 136,374.7
60 Bulgan gangat LLC gold 822,258.0 160 CCEMLLC exploration-coal | 135,940.9
61 Odod gold LLC gold 753,046.0 161 | Jotoin Bajuuna LLC gold 135,146.4
62 Remet LLC iron 722,629.4 162 Dorniin Khuder LLC iron ore 131,937.8
63 Beren group LLC iron ore 683,612.7 163 GCB mining LLC exploration-gold | 129,891.1
64 Erdenes MGL LLC exploration-coal 654,227.0 164 Bold Fo ArDa LLC coal 126,526.4
65 Mon Laa LLC iron 654,188.4 165 Bayantegsh Impex LLC fluoride 126,387.4
Bayan airag exploration exploration-
66 LLC gold,copper 642,943.7 166 | Temuulel LLC gold 125,086.8
67 Redhill Mongolia LLC coal 642,758.4 167 Mon Ajnai LLC coal 124,390.9
68 Shine shivee LLC exploration 629,022.4 168 Gurvan zam LLC exploration-coal | 123,554.7
69 Mongolbulgargeo LLC gold 604,668.2 169 COAL LLC exploration-coal | 120,984.9
70 Dun Yuan LLC lead 598,911.7 170 Bayalag ord LLC coal 120,836.6
. exploration- )
71 Cupcorp Mongolia LLC petroleum 570,037.3 171 Bumbat resources LLC exploration 115,141.4
. . . exploration-
72 Gobi-exploration LLC exploration 568,206.0 172 | Oyutulaan LLC gold, copper 114,065.9
73 Aduunchuluun JSC coal 563,911.0 173 | Gurvan tuhum LLC gold 110,177.6
74 Jinghua ord LLC iron 558,974.3 174 | OlovaLLC ﬁt";’r:‘i’a’a“"”' 109,101.2
75 CCM LLC exploration-coal 531,912.6 175 Berkh uul LLC coal 104,397.8
76 Ifggre terra resources exploration-gold 495,496.2 176 | Chingisiin khar alt coal 104,208.4
7 Terra-Energy LLC exploration-coal 487,481.5 177 | Tugrug nuuriin energy LLC coal 101,426.4
78 GBNB LLC Gold 484,801.0 178 | Uurt Gold LLC gold 94,726.6
79 Batu Mining Mongolia LLC | exploration 474,418.3 179 Kherlen energo LLC fluoride 90,847.9
80 'C"L”gkh Noyon suvarga coal 473,797.9 180 | litgold LLC gold 76,398.5
81 Tienjinsanjo LLC exploration 471,757.1 181 KVP LLC exploration-gold | 74,400.6
82 Sinchi-Oil LLC exploration 461,573.8 182 FMI LLC exploration-gold | 71,384.5
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(MNT)
Government Government
Ne Company name Activity amount after Ne Company name Activity amount after
adjustment adjustment
83 TBE LLC exploration 461,104.5 183 | Zuun mod uul LLC gold 67,035.8
84 Commod LLC fluoride 450,934.8 184 Khuslemj LLC gold 66,650.3
85 Ikh Mongol mining LLC exploration 450,547.8 185 Khurai LLC gold 65,383.5
i exploration- .
86 MCS petro mongolia LLC petroleum 448,102.6 186 Bud invest LLC gold 63,783.6
87 Bumbat LLC gold 428,871.1 187 | Taisheng development LLC iron-exploration 61,976.2
Sansariin geologi khaiguul exploration-
88 LLC petroleum 423,803.3 188 Petro coal LLC coal 59,121.1
. exploration-
89 Shaiman LLC petroleum 423,618.1 189 | Avdar bayan LLC gold 56,562.8
90 Golden cross LLC exploration 421,592.5 190 Aivuun tes LLC Gold 56,533.2
91 Gunbileg gold LLC exploration 417,530.8 191 Bayajmal LLC gold 56,090.8
92 Dedizi Yuan LLC gold 413,031.8 192 Khos khas LLC gold 54,462.1
93 MCTT LLC fluoride 407,118.2 193 Big Mogul Coal and Energy LLC coal 53,317.7
94 | Erven khuder LLC gfé"ora‘ion'"o” 404,020.2 194 | Peninsulamining LLC exploration-gold | 40,336.3
95 Shar narst LLC gold 402,386.8 195 Mongol alt LLC exploration 37,997.3
96 North wind LLC fluoride 396,230.5 196 | Altai khangai burd LLC Gold 28,039.9
exploration- Western prospector mongolia uranium-
97 APEXPRO LLC petroleum 395,379.2 197 LLC exploration 23,655.4
Treiga mountain international '
98 G and U gold LLC gold 395,255.6 198 mining LLC bargilt stone 19,987.5
99 Khuden LLC coal 376,116.4 199 Khunanjinlen LLC gold 323.2
100 SoNor Trade LLC gold 370,360.5 200 MGMK LLC iron -
Total 2,150,734,066.8
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Appendix C (a). Unresolved differences-(as per ministry, company and financial flow)

(thousand MNT)

Ministry
Capital @i
MTA, MRA, NEA, MRAM, LSWA, FCAA, Local administra- A Capital, district, Envi-
MTA MCO MRAM, NEA SSIGO LSWA SPIA NEA e district, (el ERE
locals
and
Tourism
Pay- Mone- In kind
Tax q ment for Mone- tary and contribu- "
P Excise A Fee for q Total /in
q Registra- on Eee q deposit, . Monetary tary and non- tion at h
e CTTFEES tion No. vehi- for t\a;;rﬁ? If"ecee;:;e explora- Social agta:tcizg:]mocfz Penal- Stamp Stamp SaviEs and non- non- mone- rate of tmogl.:(s):r;rli
cles Water air q p tion of 3 3 fee paid Service fee to monetary mone- tary 50% to
Real d Land | cle's exploita- which and foreign ties Penalti h sl charge d 3 d Envi
CIT estate an rent use pol- gaso- tion and Icl health experts Istate GRS ic] charges to ocs to local iz, iy EIr=> 7>
Jocall self- Jocall fee lutio line explora- was insur- and budg- [locall minis- ministries, admin- admin- supporting dona- tions, ronment
moving Jlocal/ n and tign of carried ance fee workers e'rJg tries and agencies istratio [Stration to minis- tions, support- al
mech- Nocal diesel mineral out by Istate agencies n tries and support- ing to protec-
anisms ! fuel the budget/ agencies ing to aimags tion
llocal/ Govern- & aimags and special
ment soums account
1.1.9- 323 325
111 211 212 221 222 129 114 117 121 1.1.13 122 161 251 1.1.12, 134,133 231 232 3.2.1-32.2 - - 311
132 3.24 3.2.6
1 Asia gold Mongolia LLC 2678179 - - - - - - - - - - - - - - (1,036) - - - - - - (1,036)
2 Altai khangia burd LLC 5029953 - - . (1,893) - - - - - - - - - - - - . - . - - (1,893)
3 Altain khuder LLC 5095549 - - - (602) - - - - - - 7,146 - (1,131) - 1,414 - - - - (1,563) - 5,264
4 AUM LLC 5056721 - - . . - - - - - - - - - - - - . (500) . - - (500)
5 Bayajmal alt LLC 2861429 - - - - - - - - - - - - - - (650) - - - - - - (650)
6 Bayan erch LLC 5023998 - - (1,216) 260 - - - - - - (115,279) 162 - - 213 - - - - - - (115,860)
Big mogul coal and ~ ~ R R R R R . . R R R R R R R ~ R ~ ~
7 energy LLC 5369223 (507) (507)
8 Bold tumor eroo gol LLC 2855119 - - - - - - - - - - - - - - (9,243) - - - - - - (9,243)
9 Boroo Gold LLC 2094533 - - - - - - - - - - - - - - - - - - (37,362) - - (37,362)
10 Berkh resources LLC 5210402 - - - - - - - - - - (2,808) - - - (66) - - - - - (450) (3,324)
11 Gatsuurt LLC 2054701 - - - (33,897) - - - - - 168,044 3,586 - - - 8,119 - - - - - - 145,852
12 GeominLLC 2866773 - - - - (600) - - - - - - - - - - - - - - - - (600)
13 Govi consolidated LLC 5426952 - - - - - - - - - - - - - - - - - - - (500) - (500)
14 | Sovicoal and energy 2862468 . . . . . . . . . . . . . . . . (340) . (150000 | (3223) . (18,563)
15 | Gunbileg gold LLC 5215757 15 - . . - - - (296) 22,009 - . 1,000 . . 952 (1,800) . - . - - 21,880
16 | Gunbileg trade LLC 2765853 750 - (15) - - - - 28,761 - - - 7,159 - - 20,862 - - - - - - 57,518
17 | Dadiziyuan LLC 5179173 - - (5,112) - - - - - - - . . . . . . . - . - - (5,112)
18 Datsan trade LLC 2061848 - - - - - - - - - - - - - - (36) - - - - - - (36)
19 Ikh mongol mining LLC 5014131 - - - - - - - - - - - - - - - - - - - - (400) (400)
20 Kazmon contact LLC 5041538 - - - - - - - - - - - - - - - - - - (1,200) - - (1,200)
21 | Commod LLC 2685841 - - - (2,451) - - - - - 0) - - - - - - - - - - - (2,451)
22 Lutchuluu LLC 5396662 - - - - - - - - - - - - - - (9,605) - - - - - - (9,605)
23 | MoEnKho LLC 5141583 - - - - - - - - - - - - - - - - - (2,000) (4,618) (300) - (6,918)
24 Mongol metal mining LLC 5239168 - - - - - - - - - 1,580 - - - - - - - - - - - 1,580
25 | |4ongol uranium resource | 5150554 - - E E E E E 11,848 - - - - - - - - - . - . . 11,848
26 Mongol-Alt LLC 2024101 - - - - - - - - - - - - - - 4,710 - - - - - - 4,710
27 Mongolbulgargeo LLC 2550245 - (7,945) - - - - - - - - - - - - - - - - - - - (7,945)
28 Mongolrusstsvetmet LLC 2550466 - - - - - - - - - - - - - - - - - - (1,000) - - (1,000)
29 Mongolcheckmetal LLC 5051134 - - - - - - - - - - - 9,982 (739) - - - - - - - - 9,243
30 ’Ii"l_“émh noyon suvarga 5314577 - - B B - - - - - - - - - - - - - - - (6,412) - (6,412)
31 | Northwind LLC 5003539 - - - - - - - - - - - - - - - - 5,652 - - - - 5,652
32 | Olon ovoot gold LLC 5099005 - - - - - (452) - - - ) - - - - - - - - - (570) - (1,022)
33 Ochir-Undraa LLC 2659603 - - 26 - - - 2,775 - - - - - - - - - - - - - - 2,800
34 | Oyutolgoi LLC 2657457 - - - - - - - - - - - - - - - - - - (2,700) - - (2,700)
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Appendix C (a). Unresolved differences-(as per ministry, company and financial flow)

(thousand MNT)

Ministry
Capital i
MTA, MRA, NEA, MRAM, LSWA, FCAA, Local administra- A Capital, district, Envi-
MTA MCO MRAM, NEA SSIGO LSWA SPIA NEA e district, oeels ERE
locals
and
Tourism
Pay- Mone- In kind
Tax q ment for Mone- tary and contribu- :
P Excise A Fee for q Total /in
q Registra- on Eee q deposit, _ Monetary tary and non- tion at
i Companes tion No. vehi- for t\%tﬁ? If_leceez)s;e explora- Social agggg:]mo? Penal- Stamp Stamp SaviEs and non- non- mone- rate of ttl-:.,%u“s):r;rlj
cles Water air q p tion of 3 3 fee paid Service fee to monetary mone- tary 50% to
Real d Land | cle's exploita- which and foreign ties Penalti h sl charge d 3 d Envi
CIT estate an rent use pol- gaso- tion and Icl health experts Istate GRS ic] charges to ocs to local iz, iy EIr=> 7>
Jocall self- Jocall fee lutio line explora- was insur- and budg- [locall minis- ministries, admin- admin- supporting dona- tions, ronment
moving Jlocal/ n and tign of carried ance fee workers e'rjg tries and agencies istratio [Stration to minis- tions, support- al
mech- Nocal diesel mineral out by Istate agencies n tries and support- ing to protec-
anisms ! fuel the budget/ agencies ing to aimags tion
llocal/ Govern- & aimags and special
ment soums account
1.1.9- 323 325
111 211 212 221 222 129 114 117 121 1.1.13 122 161 251 1.1.12, 134,133 231 232 3.2.1-32.2 - - 311
132 3.24 3.2.6
35 | OyutulaanLLC 2678187 - - (148) - (300) - - - - - - - - - - - - - - - - (448)
36 Petro matad LLC 2867095 - - - - - - - - - - - - - - (293) - - - - - - (293)
37 | Red hill Mongolia LLC 5068827 - - - - - - - - - - - - - - - - - - (4,353) - - (4,353)
38 | sGsLLC 5084555 - - - - - - - 0 - - - - - - (704) - - - (5,938) 0 - (6,642)
39 | SodgazarLLC 5031974 - - - 91) - - - - - - - - - - - - - - (8,950) - - (9,041)
40 Tashin development LLC 2777223 - - - - - - - - - - - - - - - - - - - (500) - (500)
a1 ‘[Egrog nuuriin energy 2873575 . . N N - - - - . - - - - - - - - - - (2,300) - (2,300)
42 Ten khun LLC 2839717 - - 285 - - - - - - 0 0 - - - (105) - - - - - - 180
43 Khangad exploration LLC 2887134 - - - - - - - - - - - - - - 4,204 - - - - (10,167) - (5,963)
44 | Khanshijir LLC 2608758 - - - - - - - - - - - - - - - - - - - (150) - (150)
45 | Khotgor shanagal.LC 2662647 - - - - - - - - - - (11,332) - (250) - (520) - - - - - - (12,102)
46 Khuree del LLC 2697734 - - - - - - - - - - - - - - 669 - - - - - - 669
47 | Tsairtmineral LLC 2548747 - - - - - - - 0) - - - - - (5,652) (1,271) - - - - - - (6,923)
48 | Chingissin khar alt LLC 5031869 - - - - - - - - - - - - - - (138) - . - . - (2,750) (2,888)
Chinkhua MAK nariin
4| sukhait LLC 2697947 - - - - - - - - - 0 - - - (967) (10,664) - - - - - - (11,631)
50 | Sharnarst LLC 2618621 - - - - - (171) - - - - - - - - - - - - - - - (171)
51 | Shariin gol JSC 2050374 - - - - - - - 1,041 - - - - - - 3,550 - - - - (2,004) - 2,587
52 | Shivee ovoo JSC 2004879 - - - - - - - - - - - - - (800) - - - - - - - (800)
53 | Shijiralt LLC 2072947 - - - - - - - - - - - - - - (412) - - - - - - (412)
54 | Shin Shin LLC 2830213 - - - - - - - - - - - - (4,540) 3,661 (149) (951) (17,406) (9,528) (2,180) (3,300) - (34,394)
55 f&'?e llion Nen Yuan 5250862 B B : : . . . . B B . (4,690) . 160 3,838 . . . . . . (692)
56 MRCMGL LLC 5402166 - - - - - - - - - - - - - - 4,650 - - - - - - 4,650
57 MCTTLLC 5015243 - - - - - - - - - - (26,525) - - - 70 - - - - - - (26,454)
58 | Emeelt Mines LLC 2776804 - - - - - - - 0) - - - - - (103) - - - - - - - (103)
59 Energy resource LLC 2887746 - - - - - - - - - - - - - (5,764) 1,468 - - - - - - (4,296)
60 Erven khuder LLC 5069068 - - - - - - - - - - - - - - (2,401) - - - - - - (2,401)
61 Erdene jas LLC 2715619 - - - - - - - - - - - - - - 2,744 - - - - (11,000) - (8,256)
Erdenet Mining Corpora-
62 | wlc 2074192 - - - - - - - - - - - - - - 8,366 - - - - - - 8,366
63 | Erdes Holding LLC 2655772 - - - (3,795) (2,737) - - - - - - - - - (40) - - - - - - (6,572)
64 | ErelLLC 2027194 - - - - - (355) - - - - - - - (3,250) 15,430 (29) (75) - (500) - - 11,221
65 SBF LLC 5184851 - - 114 - - - - - - - - - - - 1,992 - - - - - - 2,106
66 FMILLC 5209552 - - - - - - - - - - - - - - 12,550 - - - - - (700) 11,850
AMOUNT 765 (7,945) | (6,065) (42,469) (4,144) | (978) 2,775 41,354 22,009 169,623 (145,211) 13,612 (6,660) (12,715) 58,469 (2,780) (12,170) (12,028) (83,802) (41,989) (4,300) (74,650)
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Taxes, SHI

Unresolved Differences
Financial flow Companies difference Notes for unresolved differences
(MNT) Reason Works done
The company reported initially, - The company’s details did not confirm the initial
Gunbileg gold LLC 15 | in contrary, the government did official Iettgr was sgnt t.o the company amount. There was no reply to our several times
requesting detailed information. o -
not report. of clarification and phone callings.
CIT
The company reported initially, Official letter was sent to the compan The company’s details did not confirm the initial
Gunbileg trade LLC 750 | in contrary, the government did ; o mpany amount. There was no reply to our several times
requesting detailed information. o -
not report. of clarification and phone callings.
Amount 765
Excise tax on Initial difference occurred since Official letter was sent to the company The company replied that amount was not paid b
vehicle's gaso- Ochir-Undraa LLC 2775 the company reported initially requesting detailed information. Reply the company agd the company would notpbe re-y
line and diesel ' while the government did not was received; however, the payment pany. S onsiblepfory
fuel report. was not stated in the details. P '
Amount 2,775
During the reconcilation, we sent official
letter to the Tax Authority of Capital Tax authority of Bayangol district replied that there
Mongolbulgargeo The government did not report based on the company’s details. Reply | is no such payment. The company replied that the
Real estate tax (7,945) ; : . . o
LLC amount paid to locals. information was received, however, cashier’ report shows the payment but the related
advised to clarify from the belonging tax supporting document cannot be find.
authority.
Amount (7,945)
Information of the both sides was re-
The company overstated initially ceived during the reconciliation. The Both sides provided with their details stating the
Bayan-Erch LLC (1,216) ) ) - ! A L
than the government’'s amount. company'’s details confirmed the initial same amounts of their initial reports.
amount accordingly.
Tax on vehicles The company reported initially, - The company’s details did not confirm the initial
and self-moving Gunbileg trade LLC (15) | in contrary, the government did Official Iett(_er was sent to the company amount. There was no reply to our several times
. requesting detailed information. e -
mechanisms not report. of clarification and phone callings.
During th? rgconcmqtlon, we reviewed We clarified from the tax authority of Bayangol
the MTA'’s information based on the o . .
The government understated, ) . district by getting photocopy of supporting docu-
. . X company’s details, but could not con- ) .
Daisy yuan LLC (5,112) | while the company did not sub- - ment from the company. The authority replied that
- firm the amount. Therefore, we sent
mit its report. .- . the amount cannot be found even the account
official letter to the Tax Authority of Ba- .
o number is correct.
yangol district.
The government reported ini- During the reconciliation, received both | The company replied that the company doe s not
Ochir-Undraa LLC 26 | tially, while the company did not sides’ information. However, the com- has any car and the amount is not paid by the
report. pany did not state in its details. company.
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Taxes, SHI
Unresolved Differences
Financial flow Companies difference Notes for unresolved differences
(MNT) Reason Works done
The company reported initiall During the reconciliation, we sent offi-
Ovut Ulaan LLC (148) | in contrarp t%’e I?)vernment d?/d cial letter to the Tax Authority of Suk- The tax authority of Sukhbaatar district replied
y y;wot reg ort hbaatar district based on the company’s | that the amount was not received in its account.
port. details.
The government reported ini- During the reconciliation, received both There was no replv to our several times of request
Ten Khun LLC 285 | tially, while the company did not sides’ information. And the company Py - q
L . and phone callings.
report. stated same amount in its details.
The government overstated During the reconciliation, received both The company replied that the amount could be
SBF LLC 114 | initially, while the company un- sides’ information. And the company reIF;tet)j/ toFt)ax aid for private car
derreported. stated same amount in its details. P P )
Amount (6,065)
The company did not reply satisfactory to our re-
The company underreported in arl—zﬁnctovww%?wn\)//vgr;gwjgsttzz Zir;fe_ guest even has matched its amount with the
Gatsuurt LLC 168,044 its report submitted to the ceived the compan g details through SSIGO'’s information, and became dull to our
Social and MEITI. pany 9 phone callings eventually.
; official letter.
Health insurance
fee The company underreported in The company showed the same The company’s accountant replied that the initial
. . amount when we requested and re- . ;
Mongol metal LLC 1,580 its report submitted to the . ; : amount is correct and not aware of the SSIGO’s
ceived the company’s details through
MEITI. g amount.
official letter.
Amount 169,623

Appendix C (b). Notes of unresolved differences-(as per company and financial flow)

Fees
Unresolved Differences
Financial flow Companies difference Noted for unresolved differences
(MNT) Reason Works done
1.2 Fees
The company over reported Official letter was sent to the compan The company’s details did not confirm the ini-
Gunbileg gold LLC (296) | in its report submitted to the ; N mpany tial amount. There was no reply to our several
: requesting detailed information. ; o .
License fee for ex- MEITI. times of clarification and phone callings.
ploitation and explo- _ — . .
ration of mineral _ The company underreported . The company provide with its details during
Gunbileg trade 28.761 | inits report submitted to the Official letter was sent to the company the reconciliation. However, the difference still
LLC ! P MEITI requesting detailed information. remained, therefore we requested again from
) the company, but there was no reply to our

93

Consortium of Hart Nurse Ltd (UK) and
Ulaanbaatar Audit Corporation LLC (Mongolia)




Mongolia Sixth EITI Reconciliation Report 2011

Appendix C (b). Notes of unresolved differences-(as per company and financial flow)

Fees

Financial flow

Amount

Payment for de-
posit, exploration of
which was carried
out by the Govern-
ment

Amount

Fee for accommo-
dation of foreign
experts and workers
/state budget/

Unresolved Differences
Companies difference Noted for unresolved differences
Reason Works done
(MNT)
several times of request and phone callings.
The company replied that the company does
The government's fiqure included same not transact with MRAM rather with the NEA.
. The company underreported | . g0 . g And the company is not aware of the reported
Mongol uranium - bmitted to th information with the MRAM and NEA, and be th is related
resource LLC 11,848 in its report submitted to the the related details were presented to the amqunt, maybe the amoun.t is related to trans-
MEITI. - S actions made by the previous management
company during the reconciliation. - .
and, the company is not responsible for the
amount.
We clarified again from the company after
The company underreported vouching with the details of the MRAM. The MRAM stated same amount in its details,
Shariin gol JSC 1,041 | inits report submitted to the And sent official letter again to the MRAM and the company replied that the supporting
MEITI. since the company replied that the com- document cannot be found.
pany did not make the payment
41,354
Official letter was sent to the company
The government reported . S ) .
. o . requesting detailed information. The reply There was no reply to our several times of
Gunbileg gold LLC 22,009 initially, while the company . -
. was received but the amount was not request and phone callings.
did not report.
stated.
22,009
The government reported ) I -
Bayan-Erch LLC (115,279) | initially, while the company During the reconciliation, we sent official
misstated. Iert;f:/ir dtg dﬂ\:\‘/sit:;sit\'/sv 9ei’£|gesﬂ10ew(i;gm&%% It was very much time wasting because there
The government reported Zmo nt than the overnment’sgfi re was no official who could help and prepare the
MCTT LLC (26,525) | initially, while the company u 9 > higure. information due to the LSWA'’s structural re-
However, we could not get satisfactory - . . .
understated. . . . organization. Eventually received information,
information because the LSWA did not - .
The government reported X . received after several times of requests, was
Khotgor shanaga P . reply on time, and we could not find re- .
(11,332) initially, while the company . not satisfactory because the amounts were
LLC lated document even after working at the . e
understated. \ . same with the initially reported amounts
LSWA'’s premises
Berkh resources (2,808) The company over reported
LLC ! in its report.
During the reconciliation, we sent official
The government reported letter to the LSWA and the company, and There was no replv to our several times of
Gatsuurt LLC 3,586 initially, while the company received replies. The government over Py

understated.

showed in its details, while the company
under showed.

requests.
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Fees

Financial flow Companies

Unresolved
difference
(MNT)

Differences

Reason

Works done

Noted for unresolved differences

Altain khuder

7,146

The government reported
initially, while the company

did not submit its report to the

MEITI.

Official letter was sent to the company

requesting detailed information. The re-

ceived reply information showed under-
stated amount.

The replied that the payment was not made by
the company.

Amount

(145,211)

Olon ovoot gold

(452)

The company reported ini-
tially, while the government
did not.

During the reconciliation, we sent official
letter to the tax authority of Umnugovi
aimag based on the company’s details,
and received information by contacting
with the in-charge of inspector.

The tax authority of Umnugovi aimag replied
that such donation is not received in its ac-
count

Fee for air pollution
Shar narst LLC

(171)

The company reported ini-
tially, while the government
did not.

We sent official letter to the tax authority
of Sukhbaatar district in accordance of the
company'’s details. The company clarified

again that the amount was paid on 26

April 2011 to tax authority of Sukhbaatar

district.

The tax authority of Sukhbaatar district replied
that such donation is not received in its ac-
count.

Erel LLC

(355)

The government reported
initially, while the company
overstated.

Both sides provided with their details,
however, amounts were the same with the
initial amounts.

Both sides could not confirm the amounts.

Amount

(978)

Gatsuurt LLC

(33,897)

The company over reported
in its report.

We sent official letter to the Governor’s
Office of Selenge aimag in accordance of
the company’s details.

The Governor’s Office of Selenge aimag con-
firmed lesser amount than the company’s
amount. And the company did not reply to our
repeated clarification.

Erdes Holding
LLC

(3,795)

The government did not re-
port initially.

The company did not provide with its de-
tails to confirm its initial amount.

The difference cannot be adjusted since the
company did not provide with its details, and it
is not clear to whom the payment was made.

Land rent Commod LLC

(2,451)

The government did not re-
port fees paid to locals ini-
tially.

During the reconciliation, we clarified from
the tax authority of Bayangol district, and
received the related reply information.

The tax authority of Bayangol district did not
provide with information to confirm the amount.

Altai khangai burd
LLC

(1,893)

The government did not re-
port fees paid to locals ini-
tially.

During the reconciliation, we clarified from
the tax authority of Khentii aimag since
the MTA’s information did not show the

amount. The company’s supporting
document showed payment ofl, 892.8
thousand togrogs to State Account No.
180000943.

The tax authority of Khentii aimag replied that
such donation is not received in its account.
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Fees

Financial flow

Companies

Unresolved
difference
(MNT)

Differences

Reason

Works done

Noted for unresolved differences

Altain khuder

(602)

The government reported
initially, while the company
did not report.

The company provided with its details that
showed more amount than the govern-
ment’'s amount. And the MTA provided
with details showing the initial amount.

There was no reply to our clarification.

Sod gazar LLC

(91)

The government did not re-
port fees paid to locals ini-
tially.

In order to clarify the amounts, we sent
official letter to the Land Department of
Capital.

The Capital Land Department provided with
lesser amount than the company’s initially re-
ported amount.

Bayan-Erch LLC

260

The company reported more
amount than the govern-
ment's amount.

The amounts provided from the MTA and

the tax authority of Erdenetsagaan soum

of Sukhbaatar aimag were more than the
company’s amounts.

There was no reply to our clarification and did
provide with explanation regarding the pay-
ment.

Amount

(42,469)

Fee for water use

Erdes Holding
LLC

(2,737)

The government understated
initially.

The company did not provide with its de-
tails to confirm its initial amount.

The difference cannot be adjusted since the
company did not provide with its details, and it
is not clear to whom the payment was made.

GeominLLC

(600)

The government did not re-
port initially, while the com-
pany did not submit its report
to the MEITI.

During the reconciliation, we clarified from
the tax authority of Bayan-Ulgii aimag
based on the company’s details. The
company’s supporting documents showed
600.0 togrogs of fees of 3 times.

The difference remains under solved since the
tax authority of Bayan-Ulgii aimag replied that
the payment was not received.

Big mogul coal
and energy LLC

(507)

The government did not re-
port fees paid to locals ini-
tially.

During the reconciliation, we clarified from
the MTA based on the company’s details;
however, there was not information.
Therefore, we clarified from the tax au-
thority of Bayanjargalan soum of
Dundgovi aimag. The company’s support-
ing document showed fees of 1,006.74
thousand togrogs each for 2 times of
payments.

The tax authority of Dundgovi aimag provided
with lesser amount by 500.0 thousand
togrogs.

Oyut Ulaan LLC

(300)

The government did not re-
port fees paid to locals ini-
tially.

In order to confirm the amount, we sent
official letter to the tax authority of
Tsogttsetsii soum of Umnugovi aimag
during the reconciliation.

The tax authority of Tsogttsetsii soum of Um-
nugovi aimag replied that such donation is not
received in its account.

Amount

(1,407)
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Charges, and service charges /state budget/

Unresolved Differences
Financial flow Companies difference Noted for unresolved differences
(MNT) Reason Works done
Energy resource LLC (5,764)
The differences remain unresolved
Tsairtmineral LLC (5,652) The company reported During the reconciliation, we sent official since the organizations replied that
I o P . yrep letters to all organizations those have re- the amounts are not received into
Erel LLC (3:250) | initially, while the gov- . ! . ) .
: m ’ . ceived stamp and service charges from the their accounts, and their provided
. Chinkhua MAK nariin suk- (967) ernment did not. P ) 9 X P
Stamp fee paid to hait LLC company, and received related replies. amounts were lesser than the com-
ministries and state Shivee o0voo JSC (800) pany’s amounts.
organizations
¢ Emeelt Mines LLC (203)
Shin Shin LLC 3,661 The government re The companies did not show in their detailed
orted?nitiall while the information provided during the reconcilia- The companies could not confirm
Shine llion Nen Yuan LLC 160 P compan ):j’id not tion, however, replied to our repeated clarifi- | the paid amounts.
pany ' cation that the payment related supporting
document cannot be found.
Amount (12,715)
Chinkhua MAK nariin suk-
hait LLC (10,664)
Lutchuluu LLC (9,605) Based on the company’s details provided
' during the reconciliation, we sent official let | There is no possibility to resolve the
Bold tumur eroo gol LLC (9.243) | The company reported differences since the government do
Erven khuder LLC (2,401) | initially, while the gov
Se.rV|ce c_hgrggs Tsairtmineral LLC (1,271) ters to the FIFTA, FCAA, MRAM, LSWA,
paid to mlnlstr|e§ Asia gold Mongolia LLC (1,036) MFA, Real Estate Registration Agency, Wa- not report stamp and service
and state organiza- SGSLLC 704) ernment did not. Plus, ter Authority, State Sampling Controlling charges completely and information
tions i the companies provided Department, ATA, Railway, Central labora- are not summarized fully, and there
Bayajmal alt LLC (650) | ith their details during tory for Geology and State Registration is no clear stating mechanism for
Khotgor shanaga LLC (520) the reconciliation. Agency company’s details and made respec- | reconciling and reporting the infor-
Shijir alt LLC (412) tive adjustment based on the received re- mation.
Petro matad LLC (293) plies.
Shin Shin LLC (149)
Chingissin khar alt LLC (138)
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Charges, and service charges /state budget/

Unresolved Differences
Financial flow Companies difference Noted for unresolved differences
(MNT) Reason Works done
Ten khun LLC (105)
Berkh resources LLC (66)
Erdes Holding LLC (40)
Datsan trade LLC (36)
Gunbileg trade LLC 20,862
Erel LLC 15,430
FMI LLC 12,550
Erdenet Mining Corpora- 8,366
t(iaoar:sLuLu(r:t C 8119 Based on the replies that said from
' the companies that the financial
Mongol-Alt LLC 4,710 flows related accounting supporting
MRCMGLLLC 4,650 The companies did not show in their detailed | documents cannot be found in the
Khangad exploration LLC 4,204 information provided during the reconcilia- companies’ financial statements, we
Shine llion Nen Yuan LLC 3838 The go_v.ernment re- tion, however, replied to our repeated c!arifi- ana!ysed that payments of the com-
_ ported initially, while the | cation that the payment related supporting panies mostly made by the man-
Shariin gol JSC 3,550 company did not. document cannot be found. agement officials of the companies
Erdene jas LLC 2,744 and the related documents are not
SBF LLC 1,992 passed to respective financial staff
Energy resource LLC 1,468 for recording and filling.
Altain khuder 1,414
Gunbileg gold LLC 952
Khuree del LLC 669
Bayan erch LLC 213
MCTTLLC 70
Amount 58,469
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Charges, and service charges /local budget/

Differences

Unresolved
Financial flow Companies difference Noted for unresolved differences
(MNT) Reason Works done
Gunbileg gold LLC (1,800) | The company reported It was unclear for us to whom to request in- T