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CURRENT STATUS

EIC MINISTRY OF ECONOMY

AND DEVELOPMENT LEGAL ENVIRONMENT OF FREE ZONES IN MONGOLIA

The concept of establishing a Law on the Legal Status of  Zamiin-Uud Free trade zone Tsagaannuur Free Zone Law on amendments to the
Free Zone in Mongolia was Altanbulag was established by the was established by the Law on Free Zones
approved by the /Invalid/ /Parliamentary Resolution /Parlaimentary Resolution
/Parliamentary Resolution No.17/ No.74/
No.87/
O @] @) o @]
2002 2003 2005 2021

1995

2002 2002 2003 2015
Law on Free Zone Altanbulag Free zone was Law on the Legal Status of The Law on Free zones = Qgﬁe::i'}th:i;wz‘;'; tahned "
established by the Tsagaannuur Free zone /Amended and Resatated / é € . fthg PI le €
/Parliamentary Resolution /Invalis/ overnmne f0 he People's
No.38/ Republic of China on the

Establishment of the Mongolia -
China Zamiin-Uud and Erlian

Economic Cooperation Zones



: CURRENT CONDITIONS ON FREE ZONES
il
RN o ceoeve PRIORITIES SECTOR ALTANBULAG FREE ZONE

» Transport and logistics
STATISTICS > Trade, manufacturing Land use status 500 ha /hectares

Trade and services:
Total land: 53.6 ha
Allocated: 47.59 xa

TOTAL AMOUNT TURNOVER /MILLION USD/

Entertainment: Nor allocated location

L 12.4 Total Land: 7.2 ha Allocated: location to the business entities
- Allocated: 1.7 ha .
1.9 Transport and logistic
10 Manufacturing: B Land resources
Total land: 54.4 ha . . . .
B  EXPORT . ! % e Allocated: 25.5 ha Engineering infrastructure and public
52 5.5 Totalland 500ha N i . . ownership
5 . 74.2 E R Allocated 134 ha Refrlllge;atedl?nd warm warehousing
Engineering infrastructure Total land: 22.4 ha :
e e e Allocated: 12.1 ha Land allocation status

0 -

- Land: Transport logistic Administration of public buildings
2019 2020 2021 Total land: 188.4 ha =ty Total land: 23.7 ha 2008-2009 2014-2017 2018-2019 2022
Allocated: 12.5 ha Allocated: 8 ha Allocated: 17.3 ha Free zone - — - — - — ~
COMPARISON BETWEEN 2014 AND 2021 e Citizen Business [Citizen| Business |Citizen | Business [Citizen| Business
p 12.4 fold EES S entities entities
St assengers . (0]
Cu rrent FUtu re Altanbulag s 3 0 45 - 76 0 8
@ Transport vehicles 8.5 fold

Turnover 9 fold Pending Activities

: 15.6 billion ' 2.1 billion
. I '
Passengers, vehicles amounts /thousand/ Power supply extension work 1 Construction work connecting ductwork
__________________ g
43.0 billion | 4.4 billion
2021 43.0 S VeHicLEs 13.8 km of paved roads in ' 0.81 km of road work in the collar section
202.2 the zone area -

2020 m 90.3 M PASSENGERS
2019 gty 797

0.0 100.0 200.0 300.0

Heating plant Construction work of ‘Trade and services
center’
| et S e e e e e e e e e e e e e e e e e e e e e o e e o = = =

Readiness assessment

1

60 billion 1 3.04 billion
|
|

Business entities investment: 9.5 billion MNT

GENERAL

FEASIBILTY STUDY,

1
1
l
! Environmental PARTIAL
- I PRE-FEASIBILTY MASTER PLAN DEVELOPMENT
137 ; 35 : 29 : : STUDY Impact Assessments PLAN MASTER PLAN
Registered ! Constructions of ! Permanent operations
X 1 . L . L. | 7~ N
companies | business entities;  business entities |
1 : /200 commodity products | K L) K ()
| .
I ! from 20 abroad countries / | Done in 2003 Done in 2003, Done in 2003, not approved
| '

not approved Tender announced in 2022



: CURRENT CONDITIONS ON FREE ZONES
il
e s o sconouy PRIORITIES SECTOR TSAGAANNUUR FREE ZONE

» Transport and logistics
STATISTICS » Trade, manufacturing

Land use status 500 ha/hectares
Trade and services:

Total land: 109.2 ha
Allocated: 0.1 ha

TOTAL AMOUNT TURNOVER /MILLION USD/

60.0 57.1 512 ' 184.43 ra Nor allocated location
50.0 41.4 : Tourism: Allocated: location to the business entities
Total land : 364.7 h
ggg B ypoRT A(I)Ioacafl:d : Oha : Bl Engineering infrastructure and public ownership
20.0 Manufacturing:
100 “30[@ W 25 m IMPORT Totalland : 198.3 ha Land allocation status
- - ocated : a
2019 2020 2021 . o 2015-2019 2020 2021 2022
Warehousing and logistic: FreeZ — — —
o ree Zone . usiness usiness usiness
The Tsagaannuur border crossing imported Total land : 7.6 ha Citizen | BUSIN€SS | citizen | entities | Citizen | entities | ... entities
a total of 145.9 billion MNT worth of goods Allocated :0:25 ha Cilli Gl
in 2021.
F t Tsagaannuur - 2 ] 0 ] 2 0 0
Current uture
= oil WO ' 3 . A
m Food . . Pending Activities
m Others

-Opening permanent operation
-Develop and approve General Development plan
-Infrastructure development

The Tsagaannuur border crossing exported

a total of 6.5 billion MNT worth of goods in Based on the approval of the partial master plan, complete the

following infrastructure works:
« Power lines

* Heating and water supply

* Sewage pipelines

Sheep's meat
Wool and

®  cashmere

B Textile production )
Readiness assessment

B Others

FEASIBILTY STUDY, . GENERAL
Business entities investment: 6.5 billion MNT PRE-FEASIBILTY Environmental MASTER PLAN DEVELOPMENT PARTIAL MASTER
Impact Assessments PLAN
9 STUDY PLAN
) 1
Registered Constructions of

Done in 2008 Done in 2008 Done in 2011, not approved

|

|

|

. 1
companies | business entities

|

|
- Tender announced in 2022
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STATISTICS
3000 16
2500 2407 5080 4 14
12
2000 10
1500 8
1000 6
4
500 5
0 0

2018 2019 2020

W  passengers /million/

== Vehicles /million/

Total Turnover /million tons/

Business entities investment by sector

Manufacturing

Warehousing,
Logistic

m Hotel and
Catering,
Tourism
Trade and
Services

INVESTMENT OF BUSINESS ENTITIES : 689 billion MNT

81
Registered
companies

PRIORITIES SECTOR

» Transport and logistics
» Trade, manufacturing
> Industry

> Tourism

Housing
Total land 138,55 ha
“Allocated 00,0 ha

Engineering infrastructur
Total land 325,5 ha

CURRENT CONDITIONS ON FREE ZONES
ZAMIIN-UUD FREE ZONE

Land use status 900 ha /hectares

Trade and services:
Total land: 107.68 ha
Allocated: 17.08 ha

Nor allocated location

S — Allocated: location to the business entities

Total land: 149.66 ha

I Engineering infrastructure and public
Allocated: 11.1 Ha

ownership

Manufacturing:
Total land: 75.69 ha

Allocated: 44.97 ha Land allocation status

Warehousing and logistic: 2016-2019 | 2020 2021 2022

Total land 102.92 ha Free zone |[citizen|Business| ... Business| ... Business| ... Business

Allocated: 40.78 ha entities | ©'Z®" | entities | €28 | entities | ©'1Z" | entities
Zamiin-Uud = 58 1 9 0] (0] (0] 15

FEASIBILTY STUDY,
PRE-FEASIBILTY

STUDY
7~
L

Done in 2016

Pending Activities

I Construction of the second phase of the

Construction of second shift : I - S
- e free zone road, lighting and communication
heating, electricity, water supply, !

1 facilities
sewerage

Construction of checkpoints at
the border and

underground crossings of the
free zone

|
|
; Complete camera surveillance
; /CCTV/ of 900 hectares of free
| zone

|

|

Readiness assessment

Environmental

Impact Assessments

Donein 2019

GENERAL

DEVELOPMENT PARTIAL MASTER

MASTER PLAN

PLAN PLAN

v, &
Done, approved by 2011 Underway 2022, not approved yet



CURRENT CONDITIONS ON FREE ZONES
HUSHIG VALLEY FREE ECONOMIC ZONE
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ESTABLISHED BY PARLIAMENT RESOLUTION #10 :
IN 2022 3 v" The partial general plan of the free
: zone is being finalized by the URBAN

; PLANNING AND RESEARCH
90 ha/9%/ 752ha/75%/ 157 ha /16%/ | INSTITUTE on June 28, 2022.

PRIORITIES SECTOR Phase llI: 2026-2030

e e e e e ettt ., ST T T T
£ 1International %S, o om center v Tourism services
., financial hub RS v v ; ; v The Il phase: Implementation v dical i

.. " . 5 Complete infrastructures and constructions works ) . Medical tourism

fememnannannsannnnn. . e taetntssseeneacnes . of infrastructure and . v Construction of Trade and

% : . construction work 1 services center
. * & 4. Business service - : - !
: 3. ICT Cluster i center e v Operation of entertainment ‘

[ I O : and tourism services

| . v Operation of ICT

Readiness assessment

FEASIBILTY STUDY, . GENERAL
PRE-FEASIBILTY - i’l‘;'f:;g:;;?;n " MASTER PLAN DEVELOPMENT PART'ﬁtA’\:‘\lASTER
STUDY P PLAN

Preparations are underway



CURRENT CONDITIONS ON FREE ZONES
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missansd” NATIONAL BUDGET INVESTMENT

Tsagaannuur
1513.13, 3%

Zmiin-Uud,
20178, 41%

State budget investment /million MNT/

Altanbulag,
12000 27588, 56%
10000
8000
o O Tsagaannuur [ Altanbulag @ Zamiin-Uud
4000
0 P WNNNNNNES W TR WD S O S————_n— e >
0 = — L B Operational cost /million MNT/
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 REEMOIALOS ITITEION
u| Zamiin-Uud 59.8293136.5 199.8 3287.7 1000 | 2000 [8554.2/1939.6 .
u amanbuag  224.93615.97 12.5 [35.793]178.941471.2855.853706.64231.2 105061458.2 112.8 3178.2 1000 S
= R 352 | 31.2 [1098.5 298.2 50

B Tsagaannuur ™ Altanbulag B Zamiin-Uud

\ Y 2 Y b ot 1 y '

MINISTRY OF VICE-

INDUSTRYAND RS PRIME MINISTRY OF  \{INISTRY OF VICE- MINISTRY OF
TRADE e MINISTER ECONOMIC AND  [NDUSTRY PRIME ECONOMY AND
DEVELOPMENT MINISTER DEVELOPMENT

Zamiin-Uud Altanbulag

2003-2021 oH
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CURRENT CONDITIONS ON FREE ZONES

PREAQUISITE ON FREE ZONES

Conditions for the development of a free zone

Altanbulag

Zamiin-Uud

Tsagaannuur

Hushig Valley

Based on open, transparent and fair competition to
support business;

Implementation not sufficient

Implementation not
sufficient

Implementation not
sufficient

Preparations are
underway.

Infrastructure development in the area where the free
zone is located /roads, railways and airports/;

Water and energy supply resources

Energy: enough, need to be

expanded

Water: Used in 3 wells,
needs to be increased

Urban development standards and spatial conditions

Implementation not sufficient

Implementation not
sufficient

Implementation not
sufficient

Implementation not
sufficient

Develop legal framework to establish Free zone, create
favorable investment environment for investors and
business entities

Implementation not sufficient

Implementation not
sufficient

Implementation not
sufficient

Be environmentally sustainable

Regional sustainable development, precise plans to
support the local economy, reduce unemployment, and
training for professional staff

Resources: Law on Free Zone




R CURRENT CONDITIONS ON FREE ZONES
Rl o™ CONSTRAINT FOR DEVELOPMENT OF FREE ZONE

PN i i
Q i
puin = 2o
Institutional Instability Unclear National integrated policy Construction of infrastructure,

Financing issues

= b B\

Insufficient labor resources Lacking Road, Transportation and

Based on plans not .
and market size Logistics network

1l %
2 b

Transparency of '
P y Cross-sectoral International Agreements and

Lﬁéﬁ]

Investment environment . .. . ) ] .
weak coherence for local Negotiations with neighboring countries



MINISTRY OF ECONOMY
AND DEVELOPMENT

GOVERNME|
MONGOLIA

O) Nuneux MY>K
“Tuneuk”

9Kaluj territory

“Kanyza”

2.2 million population

Altai Territory
“bupro3osasi KamyHb"

0.2 million population

BHAY
“Dolina Altai”
Borshop

Karamai
/0.3 million
population/

Baitag
Burgastai

Co%ul

Urur%h
/3.1 million
population/
Turpam
/0.6 million
population/

14

million
population

Long-term Development Policy document -
2030 in Republic of Russia does not provide
for cooperation with Mongolia's free zones

/0.6 million
population/

0.3 million population

Tuva

Baga

llenhi Zelter

Artssuuri

Shivee Khuren

Bayannuur )
/1.7 million populatior9Bugat population/

Jincrsan

/1.1 million
population/ Wovey

Jayne  @2.3 miliion iopulation /

/1.2 million population /

Yinchuan
/2 million/

OPPORTUNITIES

MARKET AND ECONOMY

0.6 million population

9 Erkhuu area

1.3 million population
“Bopoma batikana” Khabarovsk territory

“Cosemckasi 2cagaHb”
“Ocmpos Pycckul’

90.9 million population‘

Republic of Buryatia Chita
“baikalsky” /0.3 million population

o Sukhbaatar
Ereentsav

Hulunbuir
® /2.6 million
population /

43

million
population

Havirga
Bayanskhoshuu

Sumber
[ ]
Chichikhar
/5.5 million population /
Bichigt o

Harbin
/10.8 million population /

Erlian

Han

Huﬂhot

/3 million

Gashuun
Suhait

/2.7 million

population / Beijing

/25 million/
64 million @) Tianjin

/15.5 million/

Ordos
/2.1 million/
population




OPPORTUNITIES
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OPPORTUNITIES

Rl o ocveLorvenr Open market - Preferential Trade Regimes

US- Mongolia

Europe?n Union - M°';9°|'? Generalized System of Preferences
Generalized Syftem of Preferences . I %‘(Gsp).b Mongolia
(GSP)+ MO“gOIla ;“:g.:a;t_. - -~ : -~
3 -
b - o —* Provides duty-free treatment for almost
Tariff reductions on 7200 tariff i . © 3,500 products from Mongolia
.» v ’

Mongolia uses GSP+ preferences

for around 23% of its total EU V’g Mongolia-Japan
rt .
exports 7Y Economic
Partnership
: Agreement

_ Tariff reductions on

Asia-Pacific Trade Agreement 5700 tariff lines

Tariff discount of 5-100 percent on Foreign Investment

¥
10,667 types of products in trade with Protection and 4
the member countries Promotion agreements
43 countries
Double Taxatio.n Member of World Trade
Agreements with 26 Organization /WTO/ in

countries 1997



SOLUTIONS
FREE ZONE DEVELOPMENT TRENDS
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FREE ZONE PLANNING METHODOLOGY
/IN MONGOLIA/

RESOLUTION GOV GENERAL PARTIAL MASTER LAND
& PARLAIMENT DEVELOPMENT

PLAN ALLOCATION
PLAN

* |nvestment
+ Construction

FREE ZONE PLANNING METHODOLOGY
/INTERNATIONALLY/

PREPARATION POSSIBILITIES

INVESTMENT PROSPECTUS
+ Analysis& » Feasibility

ARHITECTURAL

- Anchor GENERAL DESIGN
research Study

= Implementati
inventors DEVELOPMENT * Designing on activities

 Project PLAN, PARTIAL + Licenses plan
Promotion MASTER PLAN

+ Concept




SOLUTIONS

-
“‘Igl"' pradiai sl ADMINISTATIVE AND MANAGING SYSTEM MODEL /PROPOSAL/
GLOBAL INSTITUTIONAL MODELS

/PUBLIC MODEL/ /PRIVATE MODEL/ /HYBRID MODEL/

SEZ
GOVERNMENT AUTHORITY

ESTABLISHES CREATES

SEZ
AUTHORITY

SEZ
AUTHORITY

GOVERNMENT

GOVERNMENT

OVERSEES% ESTABLISHES SELECTS

REPORTS

PUBLIC-PRIVATE ZONE
DEVELOPER

SEZ  PUBLIC ZONE DEVELOPER SEZ PRIVATE ZONE DEVELOPER

APPROVES CONTRACTS CONTRACTS

LICENSES

ZONE USERS

FREE ZONE'S INSTITUTIONAL MODEL IN MONGOLIA

CURRENT STATUS /HYBRID MODEL/

GOVERNMENT GOVERNMENT

OVERSEES

FZ GOVERNORS' OFFICE

SELECTS CREATES OVERSEES ESTABLISHES LICENSES

Il NATONAL LEVEL
FZ GOVERNOR'S OFFICE FZ  PUBLIC-PRIVATE ZONE B ZONELEVEL
DEVELOPER

B INVESTOR LEVEL

CONTRACTS
Free zones management system:

Government- Investment Fund-Private sector
ZONE USERS Development Corporation ZONE USERS <




SOLUTIONS
P FREE ZONE CONCEPT/PROPOSAL/

Socio-economical goals

1. DEVELOPMENT GOAL 2. Regional economic cooperation goals
. Scientific-technology and innovation goals

. Integral part of country’s territory
. Attracting foreign and local investment
2. DEVELOPMENT PRINCIPLES . Benefits and guarantees for investors’ investment and taxation incentives
. Targeted projects for zones /Anchor investors/
Hybrid model of free zone institutional set-up

v

Defining priorities sector

2. The use of “growth poles” and “clustering” theories to develop and industry affiliation of free
zones

3. TERRITORAIL AND LOCATION

. Feasibility study, pre-feasibility study, partial master plan
4. INFRASTUCTURE DEVELOPMENT 2. Prioritize power, heating, clean water and sanitation
Develop an operational business plan with a professional team

Free zones operations and management

Requirements and simplification for the arrangements equipment’s of free zone enterprises
Regime and costumers border control forms simplification for free zone goods travel
Reporting documentation registration through electronic data stage

5. National activities

Protection system for investors
Improving selection criteria
. Establishment of agreement with Free zone residents term is shorter than the validity period of
6. ACTIVITEIS AND OPERATIONS free zone
. Free zone residents attraction to the lawmaking process through the zone administration
. Attracting FDI promotion activities an abroad
Investment promotion activities an abroad constantly
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» Investment

‘- -------------- * Monitoring, auditing and negotiation
" """""""" » ANCHOR Investor

> Market sounding

”  Free zones policy and concept

Concept of Free zones

SOLUTION

METHODS OF ATTRACTING INVESTMENT

} Project investment stage

— Agreement stage

—_

— Attracting targeted investrors stage

— Introduction of project stage

Project planning stage



SOLUTIONS
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oooooooo A forward-looking perspectives priority sector

ALTANBULAG FREE TSAGAANNUUR ZAMIIN-UUD HUSHIG VALLEY
JAOL\\I= FREE ZONE FREE ZONE FREE ECONOMIC ZONE

| TRANSPORT TRANSPORT AND
| TRANSPORT AND v e v AND LOGISTIC v LOGISTIC

| L; % N AND LOGISTIC ;%— — L—;—% :

‘ LOGISTIC IAH-4/ /Tianjin port/ /Airport/

i
/AN-3 Highway/
2 [
éﬁ 5j ) TRADE TRADE TRADE MANUFACTURING
|
MANUFACTURING
MANUFACTURING MANUFACTURING TOURISM
TOURISM
ﬁ@ U, TOURISM ﬁ@ TOURISM FINANCIAL
= SERVICES AND

INVESTMENT
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THANK YOU FOR ATTENTION




