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FREE ZONES

Establishing free trade zones is another way of facilitating the freer flow of trade
and businesses. For the purpose, “The Concept of Establishing Free Economic
Zones” was approved by the Parliament in Mongolia.(Resolution to 87 in
1995).

For the purpose of regulating relations with respect to the establishment of free
zones and their forms, powers of governing bodies, monitoring mechanisms and
determining the legal basis for and the realization of special tax and custom
conditions, the “Law on Free Zone of Mongolia” was approved by the Parliament
in June, 2002.

“Free zone” shall mean part of the territory of Mongolia under special conditions
for business and investment that should be considered to be outside the territory
in terms of customs and taxation .

Mongolia has established a basic legal framework for Free Zones and specific laws
on the legal status of Free Trade Zones in Altanbulag (northern border), Tsagaan
nuur (Jwestern border and a free economic zone in Zamyn-Uud (southern
border). The implementation work on these free zones has commenced.

In free trade zones, investors will enjoy a preferential corporate tax scheme,
customs duties and other fees and charges with simplified border control,
customs clearance, company registration and other procedures. Non-tariff barriers
on goods will not be applicable to FTZ's.

Taxation, payments, concessions and exemptions

The following taxes shall be levied or exempted on items entering the Free
Zone:

o No excise, added value tax or import custom duty shall be levied on
items imported to the Free Zone from abroad

o No export custom duty shall be levied on items entering the Free Zone
that were imported to the custom zone of Mongolia (provided their
import, excise and value added taxes were already paid for)

o Ifrequired, an export custom duty shall be levied on Mongolian products
entering the Free zone (their value added tax shall be returned)

o No import custom duty, added value, and excise taxes on items entering
the custom zone of Mongolia from the Free Zone.

o Products that already paid an import custom duty, excise, and value added
tax shall be exempt from import custom duty, value added, and precise
taxes when entering the custom zone of Mongolia from the Free Zone.



BRIEF INTRODUCTION on the ZAMYN-UUD
FREE ECONOMIC ZONE [FEZ|
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“Zamyn-Uud” FEZ is located in Zamyn-Uud border point town in the southern
part of Mongolia. It is situated in 780 km from Ulaanbaatar, the capital city of
Mongolia, 230 km from Sainshand, the center of Dornogobi province and 8 km
from Erlian town of China.

Allocation for the FEZ is an area of 900 hectares.
The Law on the Legal Status of the “Zamyn-Uud” FEZ envisages to develop the
zone with three major sections - industrial, commercial, and tourism-service.

1. Industrial section

[t is envisaged to establish and develop therefore environmentally friendly
industrial production. This would include assembling factories of audio and
video equipment, home appliances and electronic goods on the order of foreign
companies and the production of textiles and clothing, furniture and its details,
souvenirs and other products for export.

2. Commercial section

The commercial part would include warehouses, business, exhibition centers
and commodity exchange, and parceling, bottling and packaging of goods, and
banking, financial services, information and communication centers

3. Tourism and services section

Implementation of projects aiming to develop tourist camps, hotels, restaurants,
cafes, fast food shops and entertainments, golf course, horse racing , camel polo
and a casino.

Zamyn-Uud is a border point town with an area of 47.8 thousand hectares and
a population of 7000. Zamyn-Uud is being provided with commodity loading-
reloading and fuel transshipment facilities,and border point complex with a capacity
to serve 2000 passengers and 300 vehicles per day. Zamyn-Uud also has a VSAT
system, fiber- optic cable, relatively well developing infrastructure facilities, including
paved road, railways, communication and information services and electricity supply.

27

INOZ 3344



FREE ZONE

28

Zamyn-Uud is the main hub which provides border-crossing services to the major
part of Mongolia’s foreign trade and passengers flow, serving as a bridge between
Mongolia, China and other Asian countries. Zamyn-Uud has an advantageous
geographical location and convenient transportation services. It is considered
that the main conditions for establishing FEZ are present.

Electricity. 110 kWt electricity transmitting line and sub-station.

Heating. 10 boiler-houses for heat production and distribution.

Water supply. Water is supplied by ¢ wells from deepness of 110-150m. Current
water consumption per day is 1350 m3 cubic meter. In 11 km from Zamyn-Uud
water resource with a capacity 17 liters per second was discovered. The Expecting
capacity of the water resource is 1400 m3 per day.

Railway. Russia-Mongolia-China international railway network goes through
Zamyn-Uud. The transshipment facility of Zamyn-Uud station has a capacity
to load and unload 5 freight trains on a wide gauge and 2 freight trains on
a narrow gauge in 24 hours. The total transshipment capacity between the
wide (Mongolian) and the narrow (Chinese) gauges is 12000 containers and
2520 freight wagons per year. The liquid transshipment facility has oil-tanks for
Gasoline 3000 m3 cubic meter and for Diesel 3000 m3 cubic meter, which are
used for intermediate storage between transshipment operations. It has a capacity
to transship 180 tones in 2-3 hours.

Road, An interational road network connecting Asia and Europe goes through
Zamyn-Uud. 600 km of 1000 km of the Asian highway (AH-3 standard) between
Altanbulag (northern border point), Ulaanbaatar and Zamyn-Uud is completed. The
rest of the highway, leading to Zamyn-Uud is planned to be constructed in 2008.

Communication. Zamyn-Uud has a high speed fiber-optic cable and VSAT
system. The following services are available: cable TV, FM radio, mobile telephone,
Internet and electronic mail.

Customs. The border point complex with customs, immigration and inspection
services has a capacity to serve 2000 passengers and 300 vehicles daily.

Over 70 trade and service centers, 13 hotels and 4 banks are currently in service
in Zamyn-Uud. About 70% of Mongolia’s foreign trade goes through Zamyn-
Uud port. According to the 2003 statistics, freight turnover of Zamyn-Uud port
is: 3.7 thousand tones of freight per day, 240 thousand tones per quarter, and
about one million tones per year.

Address:

Government House-ll, Building A, Phone: 976-11-318168 , 976-11-330462
United Nation’s Street-5/1 Fax: 976-11-318168, 976-11-330294
Ulaanbaatar-210646 e-mail: info@zamynuud.mn

PO.Box-46/926 Web: http://www.zamynuud.mn http://www.mit.
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