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Shareholders' Agreement

Date October 6, 2009
i Parties
f L ——
1. Erdenes MGL LLC, a State owned company, duly incorporated under the Company Law of

Mongolia (SHC).

2. Ivanthoe Oyu Tolgei (BY1) Litd, a body corporate, duly incorporated under the laws of the
British Virgin Islands and having an office at ¢ Columbus Centre Building, Road Town,
Tortola, British Virgin Islands (JVV), '

3.} Opyu Tolgoi Nétherlands B.V., a body corporate, daly incorporated undéerthe laws of The
Netherlands aiid having an office at Prins Bérnhardglein 200, 1097 JB, Arsterdam, The
| Netherlands (OTN). '
| 4. Ivanhoe Mines Mongolia Inc LLC, a body carporate, duly incorporated under the Company

Law of Mongolia {the Company).

I.Qecita'fs

JVN and OFN are the Shareholders in the Company at the date of this Agreement. After the
date of this Agreement, IVN and OTN intend to restructure their sharehelding in the
Company, SHC will become a Sharcholder-inthe Company on the Completion Date, and
SHE, [VN and OTN wish to enter into this Agreement in order to regulate their rights and
obligations as Shareholders of the Company on and from that date.

On the date of IhIS Agreement the Govemmem of Mongolia and the Ccmpany, ivanhae
Mines Lid and’ Rxo Tine Intemanonal Holdmgs T.imited entered into an Tnvestment
Agreement, to-tegulate the 1stms and condmons;undey whigh the development and operation
of the OT Project will océur; -

1. - Definitions

The définitions set but in-clause 24 shall apply in this Agreement.

2 C-onditit)ns P‘recfe‘_dent

This Agreement and: the pb];ganons of the Parties inder this Agresment (other.than this clause 2 and
clauses 3. 3(d) (Compiatmm*obligauons) 16 (Representat:ons and warraniies), 22 (Dispute
S0 i 5k o resolution)and 23 (M:sceliéneous)} do not become: bmdmg on the Parties unless dnd until the

Effective Date QCCUrs.
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3. Equity structure of Company

3.1 Government issue Shares -~ 34%

On the Completion Date, SHC, on behalf of the Government of Mongolia, shall hold 34% of the
Company's Shares free-from all Pledges on the terms set out in this Agresment. Such Percentage
Interest of SHC shall not be diluted without its consent, by _th'e- issue of any new Shares.

3.2 Share issue

(a) As consideration for the contribution to be made by the Government of Mongolia to the
OT Project under the Investnissit A greement, tpon the Investment Agresment being
signed by and on behalf of the Government of Mbngolia (in accordance with the
Resolution and the Minerals Law), the Company agrees to issuc the Govermment Issue
Shares to SHC in accordance with this Agreement.

(b} The Company shall issue the Government Issue Shares to SHC on the Completion Date
.on the ferms set out in this Agreement. All existing Shareholders agree not to exercise
their right to pre-empt the issue of the Govemment Issue Shares issued in accordance
with this claase 3. '

33 Gompletion obligations
.(a)' : Within ot later than fourteen (1 4)"days after the Effective Dage, the Cormpany must
authorise the issue to SHC-of the. Government Issue Shares on the Completion Date. .

(b) The Company must do all things necessary to issue to SHC the Government Issue Shares
on the Completion Date.

{cy . On the Completion Date, in Ulg_anbaatar,-_the Conipany must:
(i} . record inits books,'thé issue of the Go{ﬂemmcnl Issue Shares to SHC;
(i) deliver to SHC the share cerli'ﬁc.ate in respect of the Govemnment Issue
Shares; and 7 _
(iify - lodgewith the 'Sﬁta‘te-_fi{eg'istraticn Agency and the Forgien lnvestment and

Foreign Trade Agency-documents recording the issue to SHC of the
Government Issue-Shares. _
{d) Betore the Completion Date, SHC and the Ivanhoe Shareholders éha]l deliver written
notice to the Company and-gach 6ther nominating its Directois under clause 4.3(a). The
nominated Ditectors will be-considered.as appointed on the Completion Dte.

34 Percentage Interest of SHC as at Completion Date

T * Immediately after _the:js_§ue'-gf the Government Issue Shares to SHC, the Percentage Interest of SHC

Plophee Afin'the,(\:ompar;y;w;ili‘bgg‘&d?if%
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4, Business and management of Company

4.1 Scope of Company business
The Company may conduct-any activities not prohibited by law and shall exercise rights and incur
obligations necessary to conduct-such activities as are related to Core Operations.

42 Authority of Board of Directors

The Board of Directors shall exercise authority with respect to ali matters in connection with the

Company, except for those matiers reserved to the exclusive authority of 2 meeting of Shareholders

under clause 4.10(a).

4.3 Directors

{a) The Parties acknowlédge that, for the purpose of appointing members of the Board of the
Directors on the Completion Date, SHC is entitled to nominate three Directors and the
Jvanhoe Shareholders are entitled to nomindte six Directors, in accordance with clause
4.3(b).

(b) Subject to-clause 4.3(¢c), each Shareholder having a Percentage Interest of 10% or more is
entitled to directly nominate and repiace from time to time, a number of Directors

, CGquivalentto the number of percentage points of its Percentage Taterest divided by ten
(10). Fractions inthe number of Directors are tobe disregarded in this calculation.

() For the purpose of defermining.a Shareholder’s Percentage Interest under clause 4.3(b),
the shareholding of the Shareholder and. its Related Corporations will be aggregated and
such aggregate Percentage Interest will confer upon such Sharcholders collectively
{acting through one or more of such Shareholders) the rights set out in clanse 4.3(b).

(d) The Directors nominated in accordance with clause 4.3(b} from time to time shall be
appointed:at the next meeting of Shareholdérs in accordance with clause 4.10(b), at
which meeting each Shareholder agrees to-vote in favour-of the other Shareholders’
neminated Diréctors. o '

(e} Each Director ay appoint any persoi 16 act as an alternate Director in the Ditector’s
place, eithet for 4 stated period or until the happening of a specified event, whenever by
temporary absence or illnéss or otherwise the Director is unable to attend to duties as a
Director. The appointment must be i writing and signed by the appointing Director and
a copy of the appointment must be given tothe Company.

L€4) With notification to the other Shareholders, 2 Shareholder may replace an appointed
Director, and such gppointment will-be confirmed at a Shareholders” ineeting.

4.4
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4.5 Nominee Directors

Provided that a Director acts in good faith in the best interests of the Company as a whole, a
Director appointed by a Shareholder may take into account the interests of that Director’s appointor
and may act on the wishes of that appointor in performing any of his or her duties or exereising any
power, right or discretion as a Director in relation to the Conapany.

4.6 Meetings of Board of Directors

(a) The Directors must meet quarterly or more frequently as requested by any three Directors
{provided that three Directors cannot require a meeting to be held within 30 days of the
most recent meeting, except in the case of an emergency). Untess otlierwise agreed by
resolution of the Board of Directors:

(i) each meeting of the Board of Directors must be held in Ulaanbazatar; and

(i) at least 21 days’ notice must be given to each Director of all meetings of the
Board of Directors.

The Board of Directors by its resclution may hold its meeting using video conferéncing
or simviiar nstaritanéots commurication technelogy, provided such meefing is held in
Ulaanbaatar.

(b) Each notice of meeting must contain, among other things, an agenda specifying in
reasonable detail the matters to. be:discussed at the relevant meeting and must be
accompanied by any relevant papers for discussion at that meeting. Unless otherwise
agreed by each of the Directors, 4 meeting of the Board of Dircctors may only resolve
matters specifically described in the-agenda. :

(¢} . Each Sharcholder must bear all travelling and other expeuses incurred by any Director
" ‘appointed by it in attending and returning from meetings of the Board of Directors and
‘performing his or her duties as a Director. The Compaity will supply or prbvide transport’-
to and from Ulashbaatar, accoimmsdation and meals for Directors | in respect ofa meenng
of the Board of Directors held‘at the OT Project site.

(d) A quorum for @ meeting of the Board of Directors is constituted by the attendance (in
person or by aﬁemate) of an Overwhelming Majority of the Directors (whiéh must
include af least one Director appomted by the Ivanhoe Shateholders and one. Du'ector

appointed by SHC) No business i to be trans-acted af a'mieeting of the Board of
Directors meetiieg unless a quonim.is present, except fot the adjournnient of the meeting,

(e) If there is not a quorum at a meeting of Directors within 30 minutes after the time
specified in the notice of meeting, the meeting will'stand adjourned for two days. No
changes may be made in the ageada for the adjourned aneeting. There shall be a quorumi
atthe adjoumed;mé#'ting if an Overwhelming Majority of membets of the Board of

. Directors ate’present.
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4.7 Chair

(a) The Ivanhoe Shareholders may appoint one of the Directois appointed by them to be the
Chair of the Board of Directors.

(» If the Chair of the Board of Directors is not present at any meeting of the Board of
Directors, the lvanhoe Shareholders may appoint one of their Directors to act as Chair for
the purpose of that meeting.

{c) The Chair of the Board &f Direciors hias a casting vote in the event that there isa tled

vote ¢ast by the Dlrectors on any matter.

48 Board of Directors’ decisions
Any resolution or decision of the Board of Directors must be made at a meeting of Directors by the -
affirmative vote of an Overwhelming Majority of votes of the Directors of the Company who are
present (in person or by alternaie) at the meeting and-entitled to vote.

4.9 Board of Directors’ committees
The Board of Directors may constitute one or several commitiees of the Board of Directots which
may be enfrusted with any matter{s) which the Board-of Directors determings to be appropriate.

410  Shareholder approvals

(a) - All matters in connect:on with the Company are within the aulhonty ofthe Board of -
Directors in accordance with clause 4.2, ‘other than the matters set out befow in this
clause 4.10(a), which matters are within the authority of a meéting of Shareholders to
consider and decide:

Gy amendments to the Charter or thé adoption of am_:w '\'r,er,s;ion of the Charter; '
(i) . reorganization of the Cem'pziny by cohsolidation-;‘fnerg‘er, division of .
transformation;

~ (ii) an exchange of the Company’s debts for Shares;

- {iv) reorganization of the Company ,b'y transformation; - -
v liguidation of the Company afnd:!ﬁé ‘appointmient of a liquidation co‘m:ﬁésﬂen;)
“fvi) a sial‘ir'of or consolidation of 'tl_leCGmpany’S'Sh_afes; E
fvii) subiect to-clause 5 of this Agreement, the completion of .any conflict of

interest .transaction speciﬁed in Cha‘pter 12 of the .Cempany Law;

{(viii) election of members of the Board of Directors and tertmination of their powers
' prior fo the expiration of theit terms;

' eIe(:;; oni of members of the Siipervisory Board and términation of their powers
Ritht
“pri riorto the expnanon of their terms;

sub}!c ot to clauses 3.2, 9.2, 9:3.:a1d 10,1, whether the: Shateholders shall have
the pwemptwe r;ghts b Ak he Company & shares or other securmes as
prowf; t!ed Farin. Amcle 39 of e Campany siawg
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(b}

(c}

@

(e)

A 'Vofmg by Sharehbldersx

; ‘ .;.:EachS areholder is ennt,
held by it

{xt) consideration and approvat of reports prepared by the Board of Directors with
respect to the Company’s annual operations and financial statements,

(xii) approval of any major transactions specified in Chapter 11 of the Company
Law,

(iii) approval of any acquisition of its shiares by the Company pursuant to the
Company Law; :

{xiv) approving the amount of salaries and bonuses to be given-to the members of
the Board of Directors unless otherwise provided in the Company’s Charter;

{xv) ofhet matters submitted to the meeting by-the Board of Directors; and

(xvi) other matters required to be submitted to a shareholder meeting for approval
as provided in the Campary Law or iin the Company’s Chater.

Matters that require shareholder approval under clause 4.10(a)(i} to clause 4.1 O(a)(vii) .
(inclusive) will be made by the-affirmative vote of the representatives of a Shareholder or
Shareholders hoiding an Overwhelming Majority of the total voting rights present at a
meeting of Shareholders. All other matters under clause 4.10(a) will be made by the
affirmative vote of the representatives of a Sharehiolder or Shareholders Eolding a
majority of the tota} voting rights present at a meeting of Shareholders.

A rtesolution by the Board of Directors to convene a Shareholders’ meeting must include
that the Shareholders be given at least two (2) weeks prior notice of the Shareholders’

-meeting.

A quorum for 4 meeting of Shareholders is constitisted by the presen'ce of ane
representative of SHC, and one representative of the fvanhoe Shareholders. No business
may be transacted at any meeting of Shareholders unless a quorum is present at the
‘commencement of the meeting; except for the adjonrriment of the meét"ing ‘

1 there isn6t 4 quorum at a meetixig of Shareholéers within 30 mimites after. the time
specified in the notice of meeting, the meeting w:ll stand adjourned to the same day in

_the following week at the same time and place. No changes may be made inthe agenda

for the adjoumed meeting. 1fthere isnot a quorum at the adjourned megting within

30 minutes afier the time for that meeting, the meeting will stand adjonrhed-again to the
same day inthe following week 4t the same time and:_pl';,ce; No chz_mges; may be made in
the agenda for the adjonrned meeting. There shalt be a'tgﬁorum.at _ihé. second adjourned
meeling if'a répresentative ot representatives of a Shareholder or Shareholders entitled to
vote, and holding at least twenty percent (20%) of the‘Shares of the Comipany, are

present.

to that nimber of votes which is equivalent to the number of Shares

s s b o
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4.12

Domestic procurement obligation

The Company shall, on a priority basis, purchase and utilize services supplied by Mongolian citizens
and/or legal entities, and equipment, raw materials, materials and spare parts manufactured in
Mongoiia, with preference to businesses operating in the Umnugovi Aimag, (o the extent such
services and materials are avaifable on a competitive time, cost, quantity and guality basis, and shall
give preference to Mongolian suppliers of freight and transportation services required for the OT
Project.

Conflict of interest transactions

51

5.2

Application of Chapter 12 of the Company Law

Except in the circurnstances described in clause 5.2, the provisions of the Company Law of
Mongolia relating to conflict of interest transactions including Chapter 12 of the Company Law shall
apply with respect to the Company,

Relevant Transactions

1n accordance with Article 86.4 of the Company Law of Mongolia, the Company’s Charter shall
state that Chapter 12 of the Company Law shall not apply to any transaction between the Company
(on the:one hand) and any Shareholder or Related: Corpotation of any Shareholder {on.the other.
hand). Inrespect of Relevant Transactions, the followidg provisions apply:

{a) The Company is permitted, without the prior approval of the Shareholders, to enter into
Relevant Transactions, provided that each Relevant Transaction must be:

(i) at a'competitive_mai'ket price;

(i1 on commercial terms comparable to-what wotld be agreed beétween unrefated,
parties; and o '

(iii) promptly-disclosed to the Shareholders.

(b) - . Each Director shall vote on any Relovant Transaction. -If a Shareholder considers thata
Relevant Transaction does not meet the criteria of clause 5:2(a), then it may give notice.”
to the Company and the other Shareholders, and the following provisions shall apply:

(1} The notice shail be given within 30 days of the Relevant Transaction being 7
disclosed to the Shareholder and shall includé reason(s) whty thee Shareholder -
believes the Relevant Transaction dossnot meet the criterid of clause5.2(a).

(i) The Relevant Transaction shall be disenssed at the next meeting of the Board of
Directors. 7
I?WQ':éhéreho[der is not satisfied with:the discussion on the Relevant Transaction
" ai thai pieeting of the Board of Directors, it shall givenotics fo the other-
'Sharej% ] i ] n7 days 'ﬁffef*tﬁat;meeting,- and -
the Sk
Giipert,
clause:3 _.2(&).

eholders shall then joiitly apioin
o asscss whethier or hiot the Relevant Transaction meets the criteria o

3
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{iv) If the Shareholders cannot agree on an independent expert within i35 days of the
notice under clause 5.2(b)(1ii), the independent expert shall be chosen by an
internationally recognised and reputable audit and accounting firm jointly
agreed upon by the Shareholders.

(¥} 1f the independent expert finds that the Relevant Transaction does not meet the
criteria in clause 5.2(a), that Relevant Transaction shall not be void, however,
the Shareholder that is a party tothe Relevant Transaction (or whose Related
Corporation is a party to. the-Relevant Transaction) shall be liable for-any loss
caused to the Company as a vesult of the departure from the criteria in clause
5.2(a).

(vi} Notwithstanding the finding of flre independent expert, the Company shall bear
all the costs of the independerit expert.
(©) At the request of 4 Sharsholder, t’he-.C‘om‘pahy and the other Sharehslders will provide
that Shareholder with information reasonably necessary to satisfy that the Relevant
Transaction meets the criteria in clause 5.2{a).

6.  Executive body and Management Team

+ 61  Executive body ' BN

The executive body of the Company shall comprise the Company’s serijor management and shall be
responsible for the Compiany’s day-to-day activities.

6.2 Management Team
(a) The Board of Directors shall engage IVN or OTN, or one ormere Related Corporations
of IVN or OT'N, to act individually, orcolléctively as a grouﬁ {ﬂie Mmmgemen‘t Team).
The Management Team shall provide services and suppont to the executive body
described in clanse 6.1 in respect to the-Company’s operations and activities, mc]udmg
the Core, Operatmm :

() The Ivanhoe Sharsholders may, from time to:time, nomiinate a replacement Management
Team and the Board'of Directors. shall resolve to appoint thelrominated replaceinent

Management Team.

{c) The services and sub'p'ort provided by the Management Tedm to enable the executive
body to futfil the Company’s day-to- day activities may inclide enomeermg, operational,
planning and evaluation, envtronmental wvarketiiig, procurement, legal, commercial,
treasury and financial services, and any other services that ae reasotiably congidered to

- be'necessary. for the efficient. conduct of Core Operations.

: thormes requii’ed to pmvxde SeMCes

. “55\ @ ébpcrahons and aéiwmes mcludmg Ihe Core Operatwns

MR TR 5T

;,
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6.4

{b)

The Board of Directors shalt monitor the activitics of and liaise with the Management
Team as necessary or appropriate. The Management Team shall report on a quarierly
basis in writing o the Board of Directors in relation to the Company’s operations and
activities. The individual responsible for the Management Team (or in his or her
absence, their representative) will attend each quarterly meeting of the Board of Directors
under clause 4.6(x). Each report shall be given to the Board of Directors within 30 days
after the end of'a quarter.

Management Services Payment

(a)
(b)

()

(@

(e}

B

The Company must pay to the Management Team the Management Services Payment.

The Management Servicss Payment will be calculated and payable quarterly in arrears
and within 10 Weérking Days of the end of that quartsr.

The amount of the Management Services Payment will be:

{)] 3% of all Capital Costs and Operating Costs incurred in the period from the
Effective Date up to the Commencement of Preduetion; and

i) 6% of dll Capital Costs and Operating Cost$ incurred aftef the

Commencement of Production.

As soon as practicable after the audited financial statements for the Company for a
Financial Year are available, which audit shall be conducted by an internationalty
recognised and reputable audit and accounting firm appointed by the Board of Directors,
the Sharehalders will recongile the Capital Costs and Operating Costs shown in those
statements a_gai‘nst the Capital Costsand Operating Costs used in the calculation of the
Management Services Payment Inrespect of that Financial Year. If there is a
discrepancy, then the Company or thé'Man'agcment Team {as the case may be) shall
promptly make a payment to the other in order to adjust the Management Sérvices
Payment that has been paid in Tespect of that Finaneial Year. '

. The Management Team may. silb-contract or assigt part.of its setvice and support

functions to-a Related Corporanon of IVN:or OTN, “If the Management ’le_am does 50,
then the Company-shall directly pay to that Related Corporation of IVN or OTN (as
applicable) the t_ian of the Managernent Services Payment‘relating to such fuiictions (as
may be specified by the Management *Team) The Management Team tay also direct
the Company it wntmg to dlrectly pay to.any” member-of the Ivanhoe Group-or the Rio
Tinto Group the whole or any part’ of: e Management Sérvices Payment., '

During the final calendar quarter of 'each Financial Yeat, the Board of Dirsctors will
conduct an annual review of the Management Team’s performance of its funcnons

- during that’ Fmancla! Year.

T Elthei‘ oribothsof tgw Tvanhoe Sharehaldm‘s may enforce this A tgreement for and on behalf

of the Man agemefnt “Pear (mcludmg £

he issue ef awotice of dispule under claiise 22).
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7. Budgets & financial information
7.1 Annual plans & budgets

{a) Within 10 Working Days after the Completion Date, the Company (or the Management
Team) shall submit 10 the Board of Directors the first operating program and budget for
the Company in respect of the remainder of the Financial Year and the Board of
Directors shall meet ini order to consider and vote on that program and budget.

(b} Before the commengeiment-of each Finaneial Year thereafter, the Company (or the
Management Team) tust prepare and submit to the Board of Directors, for approval, a
draft operating program and budget for the-Company for that Financial Year.

(<) The Board of Directors miust consider and vote on each prograrm and budget at least
30 days before the commencement of thé_']’-?inanciai Year. Approvalof a program and
budget constitutes-authority for the Company and Management Tearn to undertake all
relevant action and-incur all approved ¢xpenditure for that program and budget.

(d) The Company (or the _Méma‘gemeni Team) may, if circumstances require it, prepare a
revised or supplementary program and budget and submit it to the Board of Directors for
approval.

7.2 Einancial information ¥

The Company must provide fo ¢agh Director and Shareholder:

(a) aftet the end of each calendar month, unau"dited management accounts;

(b} afier the end of each Financial Year, copies of the audited financial statements of the
Company; and _ '

()  any other information the Shareholders or. 4 Director‘may at any fime reasonably requite.

' 7.3 Managementaccounts
The Corrxpany shall maintain its'management accounts in conformity with GAAP or IFRS, and
applicable Mongolian accounting standards.
8. Finaricinng of Company
8.1 Called-Sinis

The Conipany (or on its behalf, :the Management Teém") tnay by notice in writing request the
Shareholders to contribute fands i accordance with'their Percentage Interésts to meet the projected
he Cempany wnder the programs and budgets approved by the Board of

1 g‘ e, ‘Atithe Ivanboe Sharéholders requcst Caﬂe‘d Sum notices will be
oe SHareholders for the whiléor any part of their Sombined Called _
‘cied by the lva_nho.e Share Iders: (for cxample, to OTN for the whole
;} [ combined Called Sums; - ]

hich cii.ée: IVN wouild not be issued a
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8.2

8.3

8.4

8.5

86

Financing of Called Sums

‘The Parties intend that Called Sums shall be discharged by the methods {or by a combination of
methods) determined by the Board of Directors from time to time, including:

(a) by way of common equity (via the issue of Shares);

{b) . by way of preferred equity (via the issue of preferred shares (including Funding Shares)});
and

© by debt (via Shateholder Debt),

and during the Funding Period clauseé 10, 11 and 12 shall apply.

Contributions to Called Sims

(a) .~ The Parties agree that an Ivanhos Shareholder’s obligations to contribute to Called Sums
méy be discharged in whole or in part by the FVN Provider or another Ivanhoe
Shareholder or Ivarhoe Shareholiders (For example, OTN miay discharge the whole of
IVN’s obligation and OTN’s obligation to contribute to a Galled Sum, in which case JVN
would not confributé its Called Sum).

() All contributions of Called Sums must be in USD unless required otherwise by the Board
of Directors. If the Board of Directors so résolves, then the Parties must make
contributions-in the cirrency or currencies specified in any notice of a Called Sum given
under clause 8.1.

Periods covered by Called Sums

(a) ‘On and from the:Cbmpletion Date, requests for contributions under clause 8.1 may be
" made for each calendar quarter and deliveredto the Shareholders before the start of each
. calendar quarter. '

(b .  The first .requesr-for contributions may be made in respect of the program and budget
approved in accordance with clause 7.1(a) immediately after that program and budget is
~approved. ' : S

When Calléd Sums are *&q_e

A Calleé-Sum will be due and p_é‘y’ab’ie 10 the Company within 30 days of receipt of the request

under clause 8.1. :

Applicafion of Clause 8

The Company shall notissué Called Sums after the commencement of the liguidation of the

Company pursuant to clause 4.10(a)v) or Article 26.1 of the Company Law.

xis t;ﬁ_gw&‘ipﬁareho[der Loans
i SR

‘ga'r.é_hoider'![,oans shal} acerue on and from the 'Efifect‘ive Date.




[hyvi |

Shareholders' Agreement

9. Financing arrangements

9.1 Contributions during Funding Period

The Parties agree that, during the Funding Period, the IVN Provider shall contribute the whole of all
Called ‘Sums (except as othierwise expressly provided for in clause 14.1), and the Tvanhoe
Shareholders shall deteniing what method or methods of finance set out in clause 8.2 will apply in
respect {0 those contributions (subject to the 'thin capitalisation’ restrictions contained in the
[nvestrnent Agreement).
9.2  After Funding Period
(a) - At any time after the Funding Period, where the Comparty requests Shargholders to
contribute to-a Called Sum, if SHC efects not to contribute to a Called Sum, then the
lvanhoe Sharefiolders may elect (but are not obliged) to contribute the whole of the
Called Sum, in which case the Ivanhoe Shareholders shall determine which of the
- financing methods described in clauses 10, {1 and 12 shall apply to any such
contribution by the Ivanhoe Shareholders, and SHC and the Company must accept such
contribution. : :

() .+ inproportion to the Called Sums which refate to each Shareholder's +

| -
(b) After the Funding Peried, Shares in the Company must be issued to each Sharcholder: _
Percentage Interest; and

(i) on the same terms. and conditions.

(c) . For the avoidance of doubt, if SHC élects not to contribute to a Called Summ, its
Percentage interest cannot be diluted and if; after the Funding Period, Shires are issued
to the VN Shareholders because the Ivanhoe Sharehioldérs have elected to fund under or
in a manner similar to clause 10. then Shares must al$o be issued in proportion to SHC's

' Percentage Iiterest on the same terms and conditions. -

) Nothing i’ thxs clause 9.2 restricts.the rights of SHC fo- fund a SHC Called Sum in
accordance with clause 10. 1{b)(it) and the Company finst accept such contribution,
9.3 Flnancmg arrangements

“The. Sharehorders agree not to exercise any rights of p.re-empm}n whrch are inconsistent with the
comrnon ‘and preferred equity-financing arrangements set out in glavses 10 and 11.

10. Common equity funding

s to be made by way of comimon equity during Funding

o

(a) . Durmg and aﬁeﬁhe Funding Period ' the Shareholde;:s must contribute cach Called Sum
%in accordan, -_Wl§h their respectiv :

¥

' ;{%,’geholdemfdeigm ine that fim

7

‘elause 10.1(n), 8?1(2 shallno

-cemr:bmwm io QHC Called -
& Bffective Date. After the
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date which is three (3) years after the Effective Date, SHC may (but is not obliged o)
contribute to the whole or pari of each SHC Called Sum. SHC shall give prior written
notice to the Company and the lvanhoe Sharcholders of its election to so contribute the
whole or part of an SHC Called Sum.

(b} The IVN Provider must:

(i) before the date three (3) years after the Effective Date, provide the whole of the
SHC Called Sum to the Company on behalf of SHC, in accordance with this
clause 10; and

(i) after the date three (3) years after the Effective Date, provide that part of the
SHC Called Sums, to which SHC does not elect to contribite, to the Compan}'
on behalf of SHC, in accordance with this clause 10,

{and each such amount funded by the IVN Provider under paragraph {i) or (i} above
shatl be a Funded Amount).

(c) - - Shares in thé Company must be issued to each Shareholder:

(i in. proportion to the Called Sums which relate to each Shareholder's
Percentage Interest; and

(i) on the same terms and conditions.

L}
(d) From the Completion Date, the Ivanhoe Shareholders will consult with SHC when
: determining financing plans for the Company. This will include involving SHC in
presentations to potential financiers and other fandraising activities.

(e} " The IVN Providers' obligation under this clause 10 to find new SHC Called Sums (in
whole or in part) on behalf of SHC ceases on the expiry of the Funding Period.
(. - . The Ivanhos Shareholders shall only be obliged to contribute SHC Called Sums (in
' : ‘whole or in piart} to the Company en behalf of SHC under this clause 10-for se long as-
SHC remlivs wholly owned and Controlled by the State as contemp]ated by ¢lause ]5 6.

(g) = [fthe ]VN Provider fails to provide fimding in-accordance with c]ausc 10.1(b} in rcspect
' of the whale ‘6r relevant part of a Called Sum during: the Funding’ ‘Period, then SHC’s.
Pt_er‘cen:tagczl'mzerest cannot be .di'}'i;u‘_éd, and if $hares are Tssued to-the Ivanhoe
Shareholders becavse the Tvarhoe.Shareholders have elected to funid under or in a
manier similar to this clause 10 then Shares miust .als_d be issued in‘preportion to SHCs
Percentage Iinterest on the sameterms and conditions. - '

(h) B If,.during'{ﬁ&?unding Period, SHC considers it has.the ability to make contributions to '
© SHC Calléd Sums, SHC may consult the Ivanhee Shareholders. SHC shiall be entitled to
. thake conttibiitions to SHC Called Sums during the Funding Period if'all of the following

and conditions of any financing
d-such confributions; and
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(i) the terms and conditions of its contribution are more favourable to the
Company than those of the TVN Providers.

10.2 Funded Amounts

(a) Each Funded Amount provided by the FVN Provider, together with the iiterest
prescribed in clause 10.3(a) at the Carry Rate, will constitute a debt payable by SHC to
the I'VN Provider {or to 1VN or OTN on behalf of the IVN Provider, if the Ivanhoe
Shareholders direct). A separate loan agreement shall bo promptly entered into by the
IVN Provider-and SHC to record the terms of such debt in accordance with the terms of
this Agreement.

{b) This debt is repayable only out of SHC's Dividends, except where the Outstanding
' © Balance is 'réqu'ired t0 be repaid in fuli under clauses 15.6(c) and 15.7{b), or where the
Outstanding Balaiice is reduced in accordance with clause 10.4(d).

¢ The aggregate of all common equity shiall not exceed 60% of the total capital (includin
ALY A ! ty P g
preferred equity) of the Company.

10.3 Carry Rate

{a} Interest shall be calculated on the Oatstanding Balance (as defined in clause 10.3(d)(ii))

and dcerued on a guarterly basis using, i respect of each quarter, the Carry Rate for that

calendidr quarter. ' ‘ _ '
{by Tor the purposes of clause 10,3(a), interest will beé computed on the-basis of the actual

number of dayselapsed and a year of 360 days. ‘If a calendar quarter ends on a day
which.is not a Working Day, that calendar quarter will be extended to the fiext Working

Day.
(©) Immediately after each accrual of interest pursuant to clause 10.3(a), the sum of the

' ' Outstanding Balance shall be adjusted for the variation in the US CPI over the preceding
quarter. '

Ady - 'For-'the_:p_iifpioses,of this Apreement: ‘
)] C&_r_d: Rate for a calendar quarfer means the interest raté for a _calehdar‘

) quarter that results in an effective annual interest rate of 9.9%:

(i) Otits!a;rding Balance means, at any point in time, the aggregate of:

(A) all Funded Amounts thathave been funded by the IVN Provider up to
that point in tims;

(B) -all interest that has acemed under clause 0. 3(a) prior o that point-in
time; and

o .

- s

(C) ‘Zall US CPl-related" ad_;ustmen:s made to the sum of the Outstanding
% % Balance pursuant to-clause 10.3(c) up to-that point in-time,

B ) : o . P R )

& /5/—‘ Jess 2]l amounts repaid by SHC pursuant to clause 10.4 prior to-that point in
§ BARY - tiniezpnd R '

f,x;g 9 \(r.,,f

(m} Fi US C?E’I ‘means the \ ndexat the. end of each Quarter conta:ned in
' '-'a,bleg., Consumer Price fdex: all Urbah Consiiners (CPE U) US City

i _ CLERET Lo Page
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Average, by Expenditure Category and Commeodity and Service Group, series
D number CUUROGO00OSAQ, published by the Bureau of Labor Statistics,
which forms part of the United States Department of Labor and if the index
ceases to be published, such new, revised or substitute index as is agreed
between the Shareholders following reasonable and in good faith negotiations,
and failing agreement such new, revised or substitute index as determined by
an internationally recognised audit and aceounting firm selected by the
Cotripany:

(€) SHC and the Ivanhoe Sharcholders shall together confirm the ealculation of the

Outstanding Balance on an annual basis.

104 Repayment of Qutstanding Balance
@ All monies payable to SHC as Dividends in respéct of the Shates held by SHC must be
paid by the Company to the VN Provider (or to VN or OTN on behalf of the IVN
Provider, if the 1vanhoe Shareholders direct) until such time as all.of the Qutstanding

Balance is repaid, in accordance with clause 14.2.

() For the purposes of clause 10.4(a), SHC -héreb_y‘ gives an trrevocable direction to the
Company to pay all-of its entitlement to Dividends direotlj/ to-the IVN Provider (ot fo-
1IVNor OTN on behalf of the IVN Provider, if the Ivanhoe Shareholders direct) until
such time as all of the Cutstanding Balance is repa'id, in accordance with clause 14.2,

(c) . Aiy amount paid pursuant to this clause 10.4 will constitute @ payment made by SHC 1o
the IVN Provider to reduce the Quistanding Balance and, for the avoidance of doubt will
riot be treated as & Dividend paid to, orréceived by, IVN or OTH.

- {d) T addition to the repaymient of the Qutstanding Balance ac_hot_e.ved through the,
arrangement déscribed in clauses 10.4(a2)to 10.4(c) (incl‘usive’) SHC may, after the
Funding Period, réeduce the Outstanding Balance by making: payments directly fo the IVN
‘Provider {or to.FVN-or OTN on behalf of the IVN Provider, if the Ivanhoe Shareholders
direct), and the Parties will. agree-on the' iost: ‘appropriate method: for the making and
- recgipt-of such payments '

(&) The Parties agree that-no recourse will be-had to the asséts of SHC or the Government of
Mongolia in respectto any portion of the Outstanding Balance. '

11.  Preferred equity funding

11.4 - Funding Shares

During; thie Fundmg Penod,< where the Tvanhoe Shareholders determing that funding will'be made by
. way.of. preferred equity, the IVN Provider must. conmbute the whole of all Called Sums, and the
- Partiesidgree that: '

Y et

¥shiail not bg entitled to. make

n the Company must _
i 'x;f nommaled cntm (mclud:ng any member of the Rio T]nt: Group or the vanhoé Group)
] prowded for I this clause l! :

L
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11.2  Issue of Funding Shares

The Company shall issue that number of Funding Shares corresponding to the value of the whole of
each Called Sumn described in clause 11.1, free of all Pledges, arnid the Company must do everything
necessary to authorise and issue the Funding Shares.

11.3  Calculation of dividends on Funding Shares

(a) Dividends are payable quarterly by the Compaty on all Funding Shares. Where such
dividends are not paid, they shall accrue.

(b The dividend on a Funding Share shail be calculated by multiplying the Quarterly US
CP1 Adjusted Carry Rate by the aggregate of the par valie of such Funding Share and the
value of any unpaid and accrued dividends.

(<) Dividends on Funding Shares, as calculated in accordance with clause 11.3(b), shall

compound quarterly. _
{d) Funding Share dividends will be computed on the basis of the actual number of days
elapsed and a year of 360 days. If a calendar quarter-ends on a day which is not a
Werking Day, that calendar quarter will be extended to the next Working Day.
11.4  Priority redemption of Funding Shares
In accordance with clause 14.1¢d}, Funding Shares provided under clause 11.1 must be redeemed
before the Company commences paying Dividends. ’ '
41.5 Nature of Funding Shares
(a) The par value of each Funding Share shall be determined by the Board of Directors.
(b) The holder of Funding Shares:
() shall have the rightto receive dividends with respect to such shares, and the right
to have such-Funélig Shares redeemed, before Dividends dre distributed to the
 holders of Shares;. : ' s
{if}y - shall'bave the right tovote at a Sharehiolders’ meeting only with respect to:
(A) adoption of Amendments to, or atiew version of the Company's charter, that
limit the rights of the holder-of Funding Shares; and
(By any r'eor‘g_é_aﬁizatieﬁ.-of the Company tequiring conversion of Funding Shares .
into Shares'or othier secarities or propetty; and .
(ifi) may Dispose of all or any of its Funding Shares (or any interest'in all or any of its
Funding Shares) withont the prior consent.of the Shareholders.

of a}ilquldahon -of the Comparty, the Company shall pay 1o the holders of
mg Share' the i:qmdatron yalue and aceumu}ated but unpaid dividends with respe'ct

- to their Punidin Shares before makm s with respect 6 Shares.

3}; g L e .
R e () %o pre—empuve%ﬂohts shall apply to t i _Lmdmg Shares.
has E xéf?ﬁe ﬁqu;daﬂon value of Fundmcr Shares shall be equwa]cnt to the aggregate of their par

value and the’ value of any unpald and ac;rued dw:dend
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12

No limitation

Nothing in this Agreement relating to the issue of Funding Shares shall limit the Company's ability
to issue other preferred shares in accordance with the Company Law of Mongolia, provided that the
Company shall not issue any preferred shares which eonvert to Shares and which would have the
effect of diluting SHC's Percentage Interest.

Debt funding by the VN Provider

12.1

12.2

13,

Shareholder Debt

During the Funding Period, where the Ivanhoe Sharehoelders determine that funding will be made by
way of debt provided by Sharcholders, the IVN Provider must contribute the whole of all Called
Sums, and the Parties agree that:

{a) the contribution will constitute a Shareholder Debt payable-only to the IVN Provider (or

to IVN or OTN on behalf of tlie IVN Provider; if the Ivanhoe Shareholders direct);

(b) interest shall be calculated on the aggregate of the Shareholder Debt and any accrued
interest, and accrued on a quarterfy basis using, in respect of each quarter, the Quarterly
US CPl Adjusted Carry Rate for that calendar quarter;

(), interest wiil compound quarterly and be calculated on priocipal amgunts advanced by the
IVN Provider plus accried interest to that point in fime less all repayments made by the
. Company to that point in‘time. A separate loan agreement shall be promptly entered into
by the Gompany and the IVN Provider torecord the terms of Shareholder Diebt; and

() interest will be computed on the basis of'the actual number of days elapsed ‘a_nd'a_ year of
360 days. Ifa calendar quarter ends on a day which is not a Wosking Day, that calendar
quarter will be extended to the next Workin'g Day.

Priotity repayment of ShareholderDebt

In accordance with clause 14.1(d), Shareholdér Debt .ﬁrg‘vided-ﬂndér clapse 12.1 mﬁst be repaid
before the Company commences paying Dividends {on cotmon shares). '

Third party project financing

{a) The Boatd of Directors niay, from time to tifne, resolve to furid the projected cash
requirements of the Company by means of borrowings by the Company from

internationally recognised financial institutions.

(b). Any funds raised under clause 13(a) must be provided on-the best terms thiat: can be
1ably obtained in the international banking market for project finance and formalty

Bt the

’ %Hsststance torthezother and the Com i A
A glanse.15(2), pr' §

é3bw‘”r’ex‘m:nemz ofi Mongoha asa result of an' 'ﬁnancm g arrangements

p{royid'e.-and procure all fc.as‘onab le
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14.  Dividend distribution

141  Payment of Dividends

(a) Subject to the other provisions of this clause 14 (including, without limitation, clause
14.1(d) and clause 14.2(c)) and the commitments provided under the terms of any third
party project financing contemplated by clause 13, if, in respect of any Financial Year of
the Company, the Company has profits available for distribution, the Board of Directors
shal declare that at least 50% of those profits must be distributed by way of cash
Dividends within 3 months afier the end of that-Financial Year, subject to the retention of
reasonable and proper reserves for the.Cor_npany’s future cash requirements (including
potential expansions, working capital; and the maintenance of funds for capital costs and
other actual or contingént 1iabi1itics)._ . . _ :

() The p'roﬁts-avaiiable for distribution.of Dividends referred 6 in clause 14.1{a) will be
based an the audited annual results of the Company and subjest to-prior satisfaction of
the requirements of clause 14.1(d).

{c) The Board of Directors is entitled to declare interim Dividends.

{d) Notwithstanding any other provision of this Agreement, Dividends {on common shares)
are not payable by the Company uniess and until the Company has discharged the
folléwing obligations, which shall'be discharged in the following order of priority:

(i) third party borrowings deseribed in clause |13, ib the priority for reépayment of
such borrowings required by the third party;

(ii} the Existing Shareholder Loan has been repaid in full by the Company;

(iii) {ranking equally) any. in';e'r'ést_on Shareholder Debt provided under clause 12, '
and all dividends on Funding Shares, have been paid'_in_ fall by the Company;

{iv) (ranking equa!ly) all principal of Shaveholder Debt provtded under clause 12

‘has been repaid in full. by the Lompany, aid the redemptaon of the capital of
all Fuudmg Shares by the Ccmpany, and

(v) all dividends on all pref‘err_ed shares (other than Funding Shares) have beén
paid in full by the Compabry, and all-preferred shares (other than Funding
Shares) have been redeemed by the Company.

14.2  Application of Dividerids payable to'SHC

@) To the ektent (if any) that the Outstandmg Balance under clause 10 has not been repaid,
any ‘Dividends payable by the Cospany to SHC must be applied'in the following order

of priority:

e (n)g‘?‘

) ;Wepaytnent by’
il o A GRABE St

mounts to ¢ Provider of the Outstanding
& treated as discharging the obligation of the

sndsto SHC.
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Unless otherwise agreed by the Parties, and to ensure that Dividends are distributed
in accordance with the distribution arrangements contained in this Agréement, SHC
agrees that it will not exercise or give effect to the entitlement to mobilize its
Dividends set out in Article 21_.8 of the Corporate Income Tax Law.

154  Consent to transfer Shares

_ Except as expressty provided inthis Ag’reéme‘ht’ (including clause 15.3), a Sharsholder shall not
Dispose of all orany of its Shares (or any interest in ail or any of its Shares) unless it has received
the prior written consent of each of the othier Shareholders (Offrer Sharcholders).

()
| 15. Transfer of Shares
|

15.2  Pre-emptive rights applicable on transfer of Shares

(a)

(b)
()

(@

()

Subject to clauses 15.3 and 15.7, a Shareholder may transfer all or any of its Shares if the
transfer is conducted in aceordance with the provisions of clauses 15.2(b) to (j_)
{inclugive).

If a Transferor wishes to transfer all or any of its Shares to a third party {(Disposal
Shares), it must first offer the Disposal Shares to each of the Other Sharcholders,

Any offer made by a Transferor pursuant to elause 15.2(b) must be made pursuant toa
writien notice (Transfer Netice), A Transfer Notice must;

)] specify the nuniber of Disposal Shares and:the cash price in USD for the
Disposal Shares (Transfer Price),
(iD) contain the terms wpon which the Disposal Shares are offered for sale; and

(i) specify the third party to whom the Transferor proposes to sell the Disposal
: Shares in the eventihat the Other Shareholders do not accept the offer of the
 Tranisferct (Nomindted Third Party).

A Transfer Notice constitufes 4n unconditional offer to setl'the Disposal Shares, upon the

terms ‘et oul in the Transfer Notice, which offer must remiain open for accepiance by
each of the Other Shareholders until the expiry of 50 Working Days after the-date of

_service of the Transfer Notice on the Other Sharcholders (Offer Period).

At aﬁy time during the Offer Period, any of the Othet Shareholders may by notice in

* writing to the Transferor (with a copy to be provided to the other Sharehiolders) reject or

accept' in full the Disposal Shares offered in a Transfer Notice. If thereis more than-one
Other-Shareholder, the Diéposai'Shares will be deemid to be offered to each of them. 1f
mor than one accepts they will purchase (severally and not jointly) the Disposal Shares
in the | pro omons 1that their respective Percentage Interests bear to the-aggrepate of their

S

. Pe m:gl‘gage Intereits Cor in. any. othet propomans 4§ thiose Othier Shareholders agree.and
VI .notﬁ‘y“m wmmg% the' Tmnsferor)
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1)) If one or more Other Shareholders.do not accept the offer made in respect of the Disposal
Shares, the remaining Other Shareholder or Other Shareholders may accept the offer in
respect of all of the Disposal Shares in.the proportions that their respective Percentage
Interests bear to the aggregate of their Percentage Interests {or in any other proportions as
those Other Shareholders agree and notify to the Transferor). '

(&) If any one or more of the Other Shareholders do not accept all of the Disposal Shares
following the application of the provisions of clauses 15.2(e) and 15.2(f), by the expiry
of the Offer Period, the offer in the Transfer Notice is deemed to have been rejected.

() Acceptances of offers made pursuant to clause 15:2(b) must be unconditional other than
: any necessary authorisations. '

6] 1f any one or more of the Other Sharcholders accept all of the Disposal Shares, the
transfer of the Disposal Shares must be completed on the tenth Wt}rkjng'ﬁay' after the
last day of the Offer Period, when the Transferor must sell and the applicable Other
Shareholder or Other Shareholders must purchase the Disposal Shares at the Transfer
Price.

)] If acceptances are not received in respect of afl of the Disposal Shares following
compliance with clauses 15.2{b} to (h) {inclusive), the Transteror may, subject to
clause 15.7, at any time within 90-days after the expiry of the Offer Period transfer all but
* not some of the Disposal Shares to the Nominated Third Party, at a cash"pric-e only that '
- must ot be less than the Transfer Price and on terms no more favourable to the
Nominated Third Party than as sét put'inthe Transfer Notice.

k) 1f the trangfer of all of the Disposal Shares does not occur within 90 days after the expiry
of the Offer Period, the Transferor may not ransfer the Disposal Shares without first
complying with the requirements ¢f clauses 15.2(b) to (h) (inc]u-s'i\_fe).

15.3 Permitted transfers

(@) Any member of the Ivanhoe Group or-any member of the Rio Tinto Group that is a
- - Shareholder or preferred sharchoider may transfer all or pait of the Shares or any preferred
" shares {including Funding Shares) (as-applicable) held by it to any othermember of the
Tvanhoe Group or the Rio Tinto-Group: -without obtaining the prior written consent of the
“othér Sharcholders or prefered sha.reholders or first complying with'the requn’ements of
. clause 15.2. :

(b} SHC may transfer all or part of the-Shares orany preferred shares (as a_ppi‘ic‘ablé} held by it
to-any other company wholily-owned by the Staté, duly incorporated under the Company
Law of Mongolia, and Controlled solely by the State, without obtaiping the prior written
consent of the other Shareholders or preferred shareholders, or first complying with the

: requlremems of clause 15.2.
K

Clause 1.9 of the Investmem Agreemem SHC shall be responmble for -

SRS B G M

rdan ¢ Wl th|

E‘pt from the: transfer restnctlons ef th]S
9 of %1_‘@ }%nvestment Agreemem the' Ivanhoe

clausc !5 W!lhout lxmmno Cl
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Shatreholders and the Company cannot compel performance of SHC's obligations under this
clause 15.3(c).

15.4 MNoitgaging Shares

A Shareholder must not create a mortgage, pledge, charge or other security inferest (Pledge) in

respect of its Shares unless as provided in clause 15.5.

155 Pledge over Shares

(a) _ '. The Parties agree that the requxremems of this clause 15.5 are not refquired terms of ‘any
secunty or other third party project financing arrangements described under clause 13
(notwithsianding that establishing the requirements set out in this clause 15.5 may be
necessary or desirable In order to obtatn such finance).

(b) . Except as provided in ¢lause 15.5(d), a Shareholder may create a Pledge in tespect of its
Shares (a Permilited Churge) only if: '
6 the Pledge is'created in favour of an internationally recognised financial
institution providing financing as ¢conteinplated by clause 13(a) (relating to
third party project financing) (the Permirnted Chargee);

@i the Shareholder first notifies the Board of Directors in writing; and
(iii) the following requirements are first satisfied: .

(A)  The Permitted Charge must be in writing and corply with the
requirements of a Permitted Charge described in this clause 15.5.

(B) A copy of the Permitted Charge must be given to each other
Shareholder at least 30 Working Days before it is executed and must:
not'be amended {before or -after execution)- without the prier wririe:n _
censent of each other Shareholder. '

{C)  The Permitted Chargeé.must sign and deliver to each 'Shareholdéf'and-
the Company a deed of ¢covenant in a form accgptable to the other
‘Shareholders under which the Pennitted Ghargee agrees that its rights
and entitlements in conneciion with the Permitted Charge:

11} - - are subject to this. Agreement; an‘d: ‘

(2)  must be subordinated-ini priority to thie rights and entitfements. -
of TVN, OTN and the TVN Provider to feceive Dividends
ctherwise payable to SHC in accordance with-clauses 10.4
and 14.2,

(c) The Perrmtted Charg,e must:

t _reyud:ce or.affect-the rights and remedies under this Agreement of any
a_.I holder, including the rsghi to be_repald ‘any sui, mcludmg the
Ou ikandmg Balance, under thxs g emem

- we:xpxr sty provide that thc Permmed Chargee (or any: person claiming through
the i%armlti:ed Chargee) in: the rmse or enforcement of any powcr of sa]e or
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other power of its security is subject to this clause 15 (including the rights of
pre-emption. in clause 13.2); and

(i) expressly provide that the rights of the Permitted Chargee are subordinated in
priority to the rights and entitlements of TVN, OTN and the IVN Provider to
receive Dividends otherwise payable to SHC in accordance with clauses 10.4
and 14.2. '

; (D A:jy Pledge existing at the date of this Agreemeit between any membér of the [vanhoe
Group and any meniber.of the Rio Tinto Group shail not require the prior written consent

' : of the other Shareholders or compliance with the:reguirements of clauses 15.5(b) and .
15.5(c). :

45,6 SHC ownership and tisting

(a) SHC must remain:
(i) wholly-owned by the State; and
(i) Controlled soiely by the State,

for the life of the OT Praoject, except as provided in clause 15.6(b} in relation 1o the
listing of shares of SHC by the State.

. (b) The State may list its shares in SHC pn the Mongolian Stock Exchange of any
) mtematxonally recognised stock exchange.

{c) ITSHC ceases to be wholly-owned and Controﬂed by the State (mch}c’lmg as atesult of
. the listing of the shares in SHC) then, at the Ivaphoe Shareholders” election and on
written notice from the lvanhoe Shareholders to SHC, any Outstandithalahce at that
time shall immediately beécome due and payable int fuil to the TVN Provider (or to TVN or
OTN on'behalf of the TVN Provider, if the lv'_an'hoei Shareholders direct).

45.7  Fuither réstrictions on -Di'spos‘a_'i- of Shares’ _
A Shareholder may not Dispose-of all or any of its Shares (or any intefest in all.or any of its. Shares):
unless, ptior {o registration of the transfer of the Shares: ' ' ' :

{(a) (except where the Disposal of Shares is to an existing Sharcholder) the transferee enters
into a-deed of accession and assumption with the Parties in a formacteptable to the .
Pames agreeing to be bound by and assunie the obhgarions of the Trmsferor

) in‘the case where SHC is the Transferor, at the. IVN Provider's clemﬁn {to. be notified in
writing to SHC), either:

(i) the transferee or SHC pays or procures the payment of any Qutstanding
_ Balancc in full atthe time of transfer; or
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applied in priority to the repayment of the Outstanding Balance or the relevant
proportion of the Ouistanding Balance, as the case may be, as contemplated
by clause 14.2); '

(c) subject 1o clause 15.7(b), in the case of any Transferor, the transferee, at the time of
transfer, pays ot procures the payment to each other Shareholder and the Company of ali
amounts which the Transferor is obliged to pay to each other Shareholder or the
Company {as the case may be) under the terms of this Agreement; and

(d) ‘the transferee obtains all necessary autherisations.

15.8 lneffective transfer

The Company shall not register any transfer made in breach of this clause 15. Any purported
transfer so made will be void and of no effect.

16.8  Disposal of rights in this Agreement

Without the prior written congent of the other Parties, 3 Party must not Dispose of any of its rights -
under this Agreement or attempt te do so, otherwise than in connection with a transfer of Shares in
accordance with this clause 15.

1510 SHC option to acquire an additional 16% sharehelding in the Company

(a) -SHC shatl-have the optiot {Opilen) to acquire ah ‘additional numbier of common shares in
the capital of the Company which will, after such acquisition, result in SHC holding a
furttier 16% of the total issued common shares inthe capital of the Company (Option
Shares), provided terms are agreed between SHC and the Ivanhoe Sharcholders.

(b) SHC may only exercise the Option by written notice to the [vanhoe Shareholders and the
Company during the pério:d_ commencing on and: from the date updn which the term of the
Investment Agreement is first extended in accordance with Clause 1511 of the Investment
Agreement, and ending ofi the date which is one (1) calendar year'aftér--su_ch date.

{(c) Immediately after the acquisition of the Option Shares to SHC, the respective Percentage -
Interests of the Sharehold}érs in the Company would be-as follows:

@) SHC-50%; and
i) - the Ivanhoe Sharehglders - 50%.

(d) Notwithstanding any acquisiiion of the Option/Shares by SHC in accordance with this
clause 15, the lvanhoe Shareholders shall retsin full and unrestricted management rights
over thie OT Project, and have a casting vote at all' meetings of the Board of Directors of the
Company, and at all Shareholder meetings for all matters described in clauses 4.10(a)(viii)

i i -'nclusi‘ve)‘, and:the lvanhog Shateliolders and SHC shall 'm‘éke, or shiall

% bf, all-amendients to- the Shareholders' Agreément and any other

Ivanhioe Shareholders deém necessary to give-effect to this clause

IO -
o
. -d0CUments that th
15.10(d}.
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16. Representations and warranties

(a) Each Party represents and warrants to each other Party that:

(i) it isacorporation duly incorporated and validly existing under the laws of the
place of its incorporation {and, in the case of SHC, it is duly incorporated under
the Company Law of Mongolia and is and-will continue to be subject to the
Company Law of Moagolia); and

(i) it has the power fo enter into and perform its obligations under this Agreement and
to carry on its business as now condueted or contemplated,

() Each Party must comply with the obligations of conﬁdennahty specified by the Board of
Directors from time 1o time in respect of Proprietary Information of the Company, the
Shareholders {and their respective Related Corporations) and the Management Team. In
specifying such confidedtiality obligations, the Board of Directors will take into
consideration the disclosure requirements uirder Motigolian taw, financial ré‘porting
requirements and the protection of commerstally sensitive information. 1frequired by
the Board of Directors, each Shareholder skiall procure that its appointed Directors and
officers, employees, contractors or agents sign'undeﬁékings with respect 1o Proprietary
Information. Each Sharcholder shall be re‘sbensib]e for the misuse or unauthorised
disclosure of Proprietary Information by its appointed Directors, or any of the -
Shareholder’s officers, employees, contractors-or agents. '

(c) The Ivanhoe Shareholders acknowledge that a5 SHC is representing the Mongolian
Government, it thay disclose to the M_on.gol'ian '_G'o\'te_rnmeni the Proprietary Information
and such other infoimation. that is necessary to perform its obligations.

17. Covenants of S'HC

In accordance with Clause 2.27 of the Investment Agréement, SHC shall pay any taxes imposed by
the State upon or payable by the Company or by any Related Corporatlon of either the [vanhoe
Group or the Rio Tinto GreupHiat may be or become a holder of either common or preferred shares
of the Compariy as may result from any of the followmg transachons

, (a)" the transfer or issue-of fhe. Government Issﬂé Shates by the G.om'pany'tuSHC;

. (b) the provision of funds orfoans to SHC under clause 10 of this Agreement {of any similar
arrangements), to fund SHC’s investment in the Company, including all repayments of

principal and interest, including stamp duties and transaction taxes;

() the provision of funds or loans by a member of the Ivanhoe Group or a member of the Rio
Tmlo Group to the Company on behalf of or attributable to SHC, under clause 17 of this
o - gimilar arrangeients); in order to fund investment by SHC in the

ol repayments of prmm nd interest;

e
k: ]
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18.

{d)

(&)

the transfer of any tenement of the Company referred to in clause 19, or the transfer of
licences or rights to the Company in accordance with Clause 15.7.8 of the Investment
Agreement; and

dividends paid by the Company in respect of the Shares held by SHC from time to time (or

any successor).

Operation of Agreement

18.1

18.2

19.

Sharehoiders’ Agreementto overridé Charter

If there is any inconsistency between the provisions of this Agreement and the provisions of the
Company’s Charter, then the provisions of this Agreement prevail to the extent of the inconsistency.

Agreement provision deemed to be in Charter

If it is necessary to amend or includea provision in-the Chatter to ensure thata provision of this
Agreement is gffective in accordange with its terms, then therelevant provision of this Agreement
shall be deemed f6 form part of the Charter. and, if réquired, the Shareholders shall approve by
affirmative vote the necessary amendivients to be made to the Charter.

Transfer of non-OT Project tenements '

()

(b)

()

Thé tenement holding of the: Company ‘will be transferred (to the extent thls has not already
been done prior to the dats of this. Agréerent) such that a1l tenements retained and held by
the Company will be tiiose that are’ connected to the oT PI‘O_]&CL Accordingly, following
the restructure, the Company will hold the following:

(i) . mining license §709A;

(iiy mining licenses 67084 and.6710A; and

(iii} - the coniractual rights of the Company-to-eam an interest in exploration and mining
licenses adjacent 'tﬁ':of'SHrtqu'riding ‘mining license 6709A.

The Company intends to transfer all other licenses, leases, permits or other tenements and

authorities (and related assets) that are not related to'the OT Project to another Mongolian

entity nominated by the Ivaithoe: Shateholders. Aceordingly, such teneménts, rights and
related assets will no Ionger beHeld by the Company

The transfers and transactions' under this clause 19 shall be completed within 45 Working
Days of the: receipt of all of the Government approvals and authorisations required for the
completion of the transfers and transactions uider this clause 19.
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20. Mutual indemnity

(a) In the event of a breach of a material obligation of this Agreement, the Shareholder in
breach shall indemnify the other Shareholder(s) and-the Company for the direct damages
and loss suffered by the other Shareholder(s) and the Company, including all costs,
expenses, interest and legal fees, experts’ fees and other disbursements incurred.

{b) Indemnification shall be paid within sixty (60) days of the date of occurrence of the
damage or'loss. The indemnnification shall b¢ paid-in USD.

241. Duration and termination

211 Former Shareholder not bound
Subject to clause 21.3, this Agreement céases to appiy to-a Shareholder which has transferred all of
its Shares as permitted by th;s Agreement. :

212 Term
This Agreement continues in ful! force and effect until the conclusion of the liquidation of the
Company or ils earlier termination by written agreement between the Parties.

21.3 Termination not to affect certain provisions

The termination of this Agreement however caused and the ceasing by any Shareholder to hold any

Shares:

(a) will be withiout prejudice to any obligation of the Parties which has accrued prior to that
termination or céssation and which remains uhsatisfied; and

(b) will not affect any provision of this Agreemeént which is expressed to come into effect on,

or to continue in effect after, that termination or gessation.

22.  -Dispute resclution

221 - ‘Negotiation of dlspute

Any dlsputes betiveen the Pames arising out of or in connectlon with this Agreement shall, be settled
by the Parties first ateinpting in good faith to négotiatea resolution and if 4 negotiated resolation to
the dispute is not agréed 16 within 60 (sixty) Working Days of the date of a Party's request in writing
for such negotiation, or such other time period as may be agreed, then the dispute shall be settled in

accordance with clause 22.2.

i'-;- LA e Y i3
R E R R R A L R

(@ the number of 3 mfators shall be'3 (threc),
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223

22.4

23.

{b) the 3 (three) arbitrators shall be appointed in accordance with rules 7 and 8 of the
UNCI{TRAL Ruies;

<) the language of the arbitration shall be English;

(d) the arbitrators shall apply the laws and regulations of Mongolia to the interpretation of
this Agreement; -

(e} the place.of arbitration shall be in London, United Kingdom; and

D the arbitral pft_:t‘fé’edin g5 shail be administered onder the UNCITRAL Rules by the
London Court of International Arbitration. )

Execution and enforcement of arbitral award

The arbitral award shall be final and-binding on the Parties, and judgment on the award may be
entered by any court having competent jurisdiction, provided that an arbitral award shiaHl first be
presented in an appropriate court of Mongolia forexecution ang enforcement. [f such execution and

'¢nf0reement has niot ocevrred witliin 30 (thirty) diys of presentation, the award may be preserited in

ariy-other court having competent jurisdiction. The Parties hereby commit to fulfil the execution and
enforcement of the arbitral awird and shall not raise any defence 1o its execution and enforcement.
Continued application of clause

The provisions of thistclause 22 shall continue to apply fe any dispute that arises during the term of
this Agreement or any dispute that occurs after the expiry or £atliet termination of this Agreement in
regard to activities arising out ofor in connection with this Agreement.

Miscellaneous

231

Notices

Any notice, demand, consent or other communication (aVorice) given or made under this

"Agreement:
(@) must be in'\&r'it'mg and'signed by a person .’d:u"l*y authorised by the sender;
A{p) - - for Notices &je]tyére_d'ivithirz,Mon golia; must e delivered to the intended récipient ﬁ_by.

“hand, and for Motices-délivered outside M@ngﬁ]ia-;.mlist be delivered by hand-or by any. -
recoghized exptéss-colirier service, fo'the address Eel_ow or the address last notified by '
the intended rétf:i_pi_ent to the sender:

@ to SHC: Erdenes MGL (SHC) Limited

Unit 37, Diplomat BLDG. 95

5 khoreo, Chingiltei District

Ulaanbaatar-2§ 1238, Mongolia

Attetion:

T —
Tl
bl
P
Z
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{iD to the Ivanhoe
Shareholders:;

¥l
T
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to IVN:

lvanhoe Oyu Tolgol (BV]) Limited
9 Cotumbus Centre Building

Road Town

Tortola

British Virgin Islands

Attention: Corporate Secretary

to QTN:

Oyu Tolgoi Netherlands B.V.
Prims Bernhardplein 200
1097 1B

Amsterdam

The Netherlands

Attention: Corporate Secretary

with a copy to IVN 7 OTN (as applicable) (which shail
nol constitute notice). _

¢/o lvanhoe Mines Mangolia Inc LLC

Seoul Business-Center

1* khroo Bayanzurkh District

Zalluuchuud Avenue-26

Ulaanbaatar 210349

MONGOLIA

Attention: Managing Director

with a copy to (which shall net constitite notice):
lvanhoe Mines Ltd ) ’
999 Canada Place

Suite 654

Vancouver

British Columbia V6C3E1

Canada ) )

Atlention: Corporate Secretary

Fax No: +1'604-682-2060

and

with a copy to (which shall not constitute notice):
Rio Tinfo Intemational Holdings Limited:

2 Eastbourne Terrace

Paddington
London W26LG
United Kingdor
Attent{qh;i Contpan
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23.2

23.3

23.4

23.5

_ \Amend;giant M

This Agreement ay be ame

[vanhee Mines Mongolia Inc LLC
Seoul Business Center

1* khroe Bayanzurkh District
Zallguchuad Avenue-26
Ulaanbaatar 210349

MONGOLIA

(iit) to the Company:

Attention: Managing Director
Fax No: +976 1133 1850
(c) will be taken to be:dyly given or made:
()  inthecase of delivery in by hand, when delivered; and

(i) inthecaseof -deli_very-by recognized express courier service, two Working Days -
after the date of despalch (if-despaiched to an address in the saine country) or seven
Working Days afier the date of despatch (where despatch to an address in another

country),

but if the result is that a Notice'would be taken to be given or made on a day that is not a
Working Day in the place to which the Notice is sent or is later than 4pm (local time) it will
be taken to have been duly given or made at the start of business on the next Working Day
in that place; and

(d) must be in English and Mongolian.
Civil Code appfication
Articles 5.1, 52 and'5.3 of the Civi} Code dpply to this Agreement.

Compliance with laws

" Each:Shareholder and its Related Corporations re subject to the anti-bribery/corription laws ot the

jurisdietions in which the Shareholder or its Related Corporations (as applicable) are: orgamzed
including Mongolia; -and the- Sharehoider and its Related Corporations shall- conduct thieir actwmes _
in Mongolia in accordance with theirobligations under such laws.

Further assurances

The Parties shall co-operate in ébmpiiing and delivering all documents necéssary or convenient 10
carry out the provisions of this Agreement.

Entire agreement

The provisions of this Agreement contain the entire agreement between the Parties with respect to
the subject maiter.of thtszg;eement-

SRR A § :

éjdea (mly by dancther agretment execuled by all the Parues

'
I
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23.8

23.9

Language

This Agreement will be provided in the Mongolian and English languages each in eight (8) original
copies, with each Party retaining one copy in each language. The Parties agree that the Mongelian
and English lunguage versions will be treated equally except that, in the event of any discrepancies
between the two language versions, the English veesion shall prevail.

Name of Company

The Parties agree that after the date of this Agreement they may change the name of the Company to
“QOyu Tolgoi LLC*.
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24. Definitions

Capitaf Costs means all costs, expenses and charges that are recognised as capital costs in accordance with
internationally generally accepted accounting principles in relation to the OT Project and Core Operations.

Carry Rafe means the carry rate defined in clause 10.3(d)1).

Commencement of Production has the meaning given to that term in Chapter 16 of the Invesiment
Agreement.

Completion Date means the date which is 21 Working Days after the Effective Date, or such other date after
the Effective Date as may be agreed between the Parties.

Coniract Area has the meaning given to that term in Chapter 16 of the Investment Agreement,

Control means, with respect to a body corporate, the right to, directiy-or ind,ir‘eetl_y,' exercise. a.majority of the
votes which may be cast at a general meeting of the shareholders of thé body 'corpora‘te‘ or the right to elect or
appoint, directly or indirectly, a rajority of the directors of the body corporate and Cor_xi}'ol used as a noun
means an interest of any kind which gives the holder the ability 1o exercise any of the foregoing powers (and
Controlled has a corresponding meaning).

Core Operations has the meaning given to that term in Chapter 16 of the Investment Agreement.

Director means a person appointed or elected 1o the office of dirgctor of the Cempany in accordance with the
Charter and in accordance with clause 4.3. '

Disposal Shares means the disposal] shares defined in clause ¥3.2{(b}.

Dispose in relation to any property means to sell, transfer, assign, create a Pledge over, declare oneself a
trustee of or part with the benefit of or otherwise dispose of that property-(or any interest in it or any part of
it) or to attempt to do so.

Dividend inciudes a cash or non-cash distribution that is declared payable by the Board of Directors in
respect to Shares out of the operating profit afler tax of the Company (but does not include a dividend on
preferred shares (including Funding Shares)).

Effective Date has the meaning given to that term in Chapter 16 of the Investment Agreement,

Existing Shareholder Ioans means all funds advanced t6 the Company 1p to the Efféctive Date (the
quartum having been determiined in accordance with Classe 15.7.5 of the Tnvestment Agreement) by the
Ivanhoe Group or the Rio Tinto Group in relation to the OT Project and Core Operdtiofs (irrespective of the
terms on which those funds were advanced and whether exPers-dsd.'by tha Company as Operational Costs or
Capit'al Costs), including interest on sucl amouats at the rate of 9:8% adj‘u sted, on a-quarterly basis, by the
percentage of the variation in the US CP over the preceding quarter. '

. Einaneial Year means, 1. Janvary to gl’"Dec'emher _

£

3% thded Amo:mt means the frided fimount def’med m ciause FEIH), |

%g e, _g Perwd means the period cb;nmencma o the Complet diending fhree years after the
. Commcncement of pduction. - 3

.@?mdmg fiare mej%s a*preterred sl;gé_re iy the capital o} yrpany, #@s 4 escribéd in clanse 1.

s e SHEL
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Government Issue Shares means the number of Shares issued by the Company to SHC as at the Completion
Date which will, after such issue, result in SHC holding 34% of the Shares in the Company.

Investiment Agreement means the Investment Agreement dated on or about the date of this Agreement, in
relation to the OT Project, entered into between the Government of Mongolia, the Company, Ivanhoe Mines
Ltd and Rio Tinto Intemational Holdings Limited pursuant to Article 29 of the Minerals Law of Mongolia.

Ivanhae Group means Ivanhoe Mines Ltd (incorporated in Yukon, Canada) and any entity Controlled by
Ivanhoe Mines Ltd.

Ivanhoe Shareholders means IVN and OTN.

IVN Provider means IVN, OTN or their nominated representative(s) incliding aﬁy Related-Cofporation of
IVN or OTN.

Management Services Payment has the mcaning given o that term in Chapter 16 of the lavestment
Agreement,

Management Team means the management team defined in cliuse 6.2(z). |
Neominated Third Party means the nominated third party defined in ¢lause 15, 2(c)(iif).
Notice means the notice defined in clause 23.1. '

Offer Peripd means the offer period defined in-clavse 15.2(d).

Opernting Costs means all costs, expenses and charges incutred by-or on 'behalf of the Management-’[‘eém or
the Company in relation to the OT Project and Core Operatioris (other than Capitak Costs).

. Option means the o_ptioln defined in clause 15.10(a).
Option Shares means the option shares defined in clause 15.10(a).
Other Shareholders means the other shareholders defined in clause 15.1. _
OT Project has the meaning given to that term in Chapler 16 of the Investment Agreement.
Qutstanding Balance means the outstanding balance defined in clause [0:3(d)ii).
Overwhelming Majority means two thirds (¥5) or more.

Party means each of SHC, IVN, OTN, the Company ; and their successors and assigns as permttted in
accordance with this Agreement or the Investment Agreement. :

Piedge means the pledge defined in clause 15.4.

Percentage Interest means, in refation to a Shareholder, that Sharcholder's percentage interest of Shares it
holds directly in the Company (and immediately after the issue of the Government Issue Shares to SHC, the
Percentage Interest of SHC will be 34%).

Penmrrea' Clmrge means the permuted charge defined i clause ]55(b)

red.CImrgeemlrggims g perT rmisted 4 chargee defined in claise 15 5(b)(1)

prietity Iiifoi-‘h‘r’ahmf ifidans that information of 'a‘SharehaldarE'o_r-'i;s Related Corporations, the Company
or the Management Team which is disélosed to another. Pan:y i fideritial in natire and notin the
i b ¢ damain;, inclughie; without hmli fion, information processes, products, '
' ;:sp ‘ﬁcatlonﬁorweﬂnoﬁs? ide secrets; knowshow aut

nercially sensitive nature.
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Quarterly US CPI Adjusted Carry Rate means the quarterly rale that results in an effective annual rate of
9.9% and which is then adjusted, on a quarterly basis. by the percentage of the variation in the US CPl over
the preceding quarter.

Related Corporation means:

(a) in relation to any member of the Ivanhoe Group — any other member of the Ivanhoe Group and any
member of the Rio Tinto Group;

()] in relation to any member of the Rio Tinto Group — any other member of the Rio Tinto Group and
any member of the Ivanhoe Group; and

(c) in relation to SHC — any other corporatien that is wholly-owned and Gonirolled solely by the State.

Relevant Transaction means any fransaction between the Company (on thie one hiand) and any Sharcholder
or Related Corporation of any Shareholder (on the other hand) where the total consideration payable under
the contract documenting the transaction exceeds one miltion five-hundred thousand USD (IJSD1.3 million)
{and, for the avoidance of doubt, the Relevant “Fransaction provisions in claise 5.2 do not apply 1o a contract
for the engagement of the Management Team as described in clause 6.2(a)). -

Resolntion means Resolution Number 57 of‘th‘e’ State Great Khural dated 16 July 2009.

Rio Tinto Group means Rio Tinto ple {incorporated in England) and Rio Tinto Limited (incorporated in
Australia), and any entity Controlled by Ric “Thito-ple andfor Rio Tisito Limited.

Share means a common share in the capital of_the-‘Company. ]
Shareftolder.means each of SHC, IVN and OTN, and each other Party who holds Shares.

Sharehalder Debt means, at any time, the aggregate principal amount outstanding at the time of all sums
advanced to the Company by or on behalf of Shareholders on or after the Effective Date, including as
contemplated by clause 12, and interest on stch sums.

SHC Called Sam means SHC's Percentage Interest of a Called Sum.

State means Mongelia.

Transfer Notice means the transfer notice defined in clause 15.2(c).

Tranifer Price means the tran_sfer"ptice defiried in clause 15.2()(0):

Transferor means a Shareholder which proposes 1o traisfer-all or some of its Shares.in accordance with this
Agreement and refers to the Shareholder both before and after registration of the relevant transfer of Shares.
/5 CPI means US CP1 defined in clause 10.3¢d)(iii)..

USD and § means the lawful currency of the United States of America.

Working Day has the meaning givento that teim.in Chapter 16 of the Investment Agreement.
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IN WITNESS WHEREOF, this Agreement is executed and signed on October 6, 2009 in the city of

Ulaanbaatar,
Signed for and on behalf of Erdenes MGL LLC Signed for and on behalf of Ivanhoe Mines
by: Mongolia Ine LLC by:

Signature ) . Signature

B, Enebish, Executive Director _ . Keith Marshall, Managing Director

Name and Position o Name and Posilion

6 October 2009 _ 6 October 2009

Dhale ’ Datc

Signed for and on behalf of Ivanhoe Oyu TFolgoi Signed for and on behalf of Oyu Tolgoi
(BVD) Lid by: Nettierlands B.V. by:

L Qede
Signature /': . 5 .

ﬂre ' )
Peter Meredith, Deputy Chairman, Ivanhoe ' thn Fognani, Executive Vice President Legal
Mines Ltd. _ ' : - and General Counsel, Tvanhoe Mines Ltd.

Nume and Pasition : Name and Position

6 Octaber 2009 B 6 October 2009

Date - - ) Date

Edene 1o
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