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ABOUT THE OYU TOLGOI  
INVESTMENT AGREEMENT

THE PURPOSE OF THE INVESTMENT AGREEMENT
An Investment Agreement is a contract regulating a relationship in regard to maintaining a stable business environment 
for a certain period, the sale of products at international market prices by the investor, promoting the social and economic 
development, creation of new jobs and business opportunities for Mongolian companies and individuals.  

INVESTMENT AGREEMENT NEGOTIATION PROCESS
The Investment Agreement (IA) was the result of five years of negotiations between investors and the Government of 
Mongolia. On December 4, 2008 the Parliament passed Resolution #40 which set basic principles and guidelines for 
establishing an investment agreement to develop Oyu Tolgoi project.  On July 16, 2009 the Parliament passed Resolution #57 
which authorised the Government of Mongolia to conclude an investment agreement. 
 

PARTIES TO THE INVESTMENT AGREEMENT
The Government of Mongolia, Ivanhoe Mines Mongolia Inc LLC (now Oyu Tolgoi LLC), Ivanhoe Mines Ltd (now Turquoise Hill 
Resources), and Rio Tinto International Holdings Limited.

RESOLUTION 57 OF MONGOLIAN PARLIAMENT
Parliament Resolution 57 has four sections: Establish the equity interest of the state at 34 per cent, authorise the 
government to conclude the Investment Agreement in accordance with the Mongolian legislation, authorise the government 
to negotiate a way for the government equity to go to 50 per cent after the initial investment is recovered, and assign the 
Parliament Economic Standing Committee to monitor the implementation of the Resolution. 

INVESTMENT AGREEMENT COMPLIANCE WITH RESOLUTION 57
Parliamentary Resolution 57 was passed in accordance with the Constitution, Minerals Law and other legislation and has 
been implemented. The Investment Agreement is in full compliance with Resolution 57; as the Investment Agreement states, 
the Investment Agreement is an agreement ‘made for the purposes of implementing … Resolution 57’. In October 2011, the 
Cabinet and the National Security Council has reaffirmed that the Investment Agreement is in compliance with Parliament 
Resolution 57 and the Mongolian legislation.  

FEASIBILITY STUDY
The government’s acceptance of a Feasibility Study was a Condition Precedent of the Investment Agreement, the Investment 
Agreement could not come into effect without it. The Feasibility Study was submitted and accepted and the Investment 
Agreement came into effect in March 2010.

SHAREHOLDERS AGREEMENT 
As the Government of Mongolia holds 34 per cent interest in Oyu Tolgoi LLC under the Investment Agreement, the company’s 
shareholders’ rights and obligations are required to be regulated by a separate agreement. Shareholders agreement (ARSHA) 
is an internal document as it regulates company’s internal matters such as structure and authorities of the Board of 
Directors, participation and voting in Shareholders and Board of Directors meetings and decision making process.
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HOW CAN IT BE CHANGED?
It can be amended with the agreement of all parties, but not just by one party.

OWNERSHIP STRUCTURE UNDER THE INVESTMENT AGREEMENT
The Government has a 34 per cent shareholding in Oyu Tolgoi LLC, Turquoise Hill Resources (formerly Ivanhoe) owns 66 per 
cent. Rio Tinto owns 51 per cent of Turquoise Hill Resources.

ADDITIONAL BENEFITS TO THE GOVERNMENT OF MONGOLIA OTHER THAN 
OWNERSHIP
Other than the dividends it gets from ownership, the government gets royalties, income tax, VAT, customs duty and other 
taxes. According to a study in 2010 by the International Monetary Fund, the Mongolian government will receive 55% of 
pre-tax cash flows from the mine on a nominal assessment. It will receive 71% of the total when assessed on Net Present 
Value. In addition to the revenue and employment Oyu Tolgoi itself creates, the entire Mongolian economy is benefiting from 
rapid growth and diversification. Just as importantly, the investment in Oyu Tolgoi has given investors throughout the world 
confidence to invest in Mongolia now and in the future.  

ABOUT TAX UNDER THE INVESTMENT AGREEMENT
No. Oyu Tolgoi has only 7  taxes stabilised listed in the General Taxation Law (which means the percentage tax charge will 
stay the same over the life of the IA as it was when the contract was signed) and is obliged to pay other taxes as per the rate 
established by the relevant laws including land and water fees. OT does not get any tax breaks/holidays, but its entitlement 
under double taxation treaties are the same as other entities and individuals.

OBLIGATIONS OF THE INVESTORS
The investor has multiple obligations under the Investment Agreement:

Regional development: Must support the South Gobi Regional Development Council, and benefit businesses and workers 
within the Umnogobi

Environment and Water: Must obtain detailed Environmental Impact Assessments, comply with all laws domestic and 
international, ensure herders and local soum residents can share in water supply, and pay fees on no less favourable terms 
than those applicable to other domestic and international users.

Infrastructure: Must secure power from within Mongolia within 4 years of starting operations.

Labour and Employment: Must use its best endeavours to employ not less than: 
• 60% Mongolian nationals during the construction period and any expansion period (clause 8.4); and
• 90% Mongolian nationals in OT (clause 8.5). 
And pay fines if it misses these targets. The investors also commits to using its best endeavours to ensure that no fewer than 
50% of its employed engineers shall be Mongolian nationals within 5 years of commencement of production, and 70% within 
10 years of commencement of production (clause 8.8).

Training: Must establish a 5-year training strategy and plan for Mongolian nationals in connection with the OT Project 
(clause 8.12), and a graduate scholarship program, which will support 150 qualified undergraduate students over a 6 year 
period (30 scholarships being available for international tuition) (clause 8.15).

Other: The investor must also look into the feasibility of building and operating a copper smelter and also fund a full mine 
closure operation.
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OBLIGATIONS OF THE GOVERNMENT OF MONGOLIA
Under Clause 2 of the Investment Agreement the Government must create a stable tax and operational environment for the 
project, provide certainty over the term of the investment and guarantee to respect the investor’s right. It also agrees not to 
unlawfully terminate any license and permit held by the investor.

RESOLVING DISPUTES
If a dispute cannot be settled by negotiation, it shall be referred to binding arbitration under the United Nations Commission 
on International Trade Law Rules. There are to be 3 arbitrators, the language of the arbitration shall be English and the law of 
the arbitration is Mongolian. The arbitration is to take place in London, UK. This is a common clause and a common location.

MANAGEMENT FEE
The Management Fee is a standard fee charged by the party that runs the project, in this case Rio Tinto. It pays for 
managing the massive logistical and administrative challenge of building and running the mine. That is hugely resource 
intensive and involves significant costs.

TERM OF THE INVESTMENT AGREEMENT
The IA has an initial term of 30 years (clause 1.1).  It may be extended for a further 20 years by the investor giving notice to 
the Government, provided, among other things, the investor demonstrates that the project has been operating in accordance 
with industry best practice in terms of national and community benefits, environment and health and safety practices, has 
made expenditures of at least 9 billion USD in the OT Project and has complied in all material respects with its obligation to 
pay Taxes (clause 15.11). 

INVESTMENT HAS FOLLOWED THE INVESTMENT AGREEMENT
The Investors had spent $5.2bn by the end of the second quarter of 2012, and will have spent $6.2bn by the time production 
begins.

HAS ANY DEFAULTED ON ITS COMMITMENTS TO DATE?
No, each party has kept their word.


