May 26, 2006

SMELTED COPPER EXPECTED TO BE EXEMPT
FROM MONGOLIA’S WINDFALL PROFITS TAX LAW
Statement issued today by John Macken, President and CEO of Ivanhoe Mines Ltd.
ULAANBAATAR, MONGOLIA — The senior management of Ivanhoe Mines have noted
public statements by proponents of Mongolia’s Windfall Profits Tax to the effect that the
new tax is not intended to apply to high-grade copper produced through a smelting
process.
Some members of Parliament who introduced the tax bill have indicated that one intent
behind the tax measure was that it would serve as an incentive to add value to copper
concentrate through the establishment of smelters in Mongolia. Smelters would facilitate
the development of new businesses that would use the copper in a variety of products.
Further clarification from lawmakers and authorities regarding the law’s potential
incentive application to smelting, and also to cathode production, is expected in coming
weeks.
The Windfall Profits law imposes a tax rate of 68% when copper prices reach US$2,600
a tonne ($1.18 per pound), and when gold reaches US$500 an ounce. The law states
that the tax will be imposed only on what is termed excessive profits from “gold” and
“copper ore and concentrate” produced in Mongolia.
In a meeting with senior government representatives in March, Ivanhoe undertook to
work with the government to have downstream smelting capacity built in Mongolia,
which could serve Oyu Tolgoi and other existing and proposed copper mines in the
country.
Ivanhoe’s Integrated Development Plan for Oyu Tolgoi, released in September, 2005,
contained valuations based on assumed metal prices of US$1 per pound for copper and
US$400 per ounce for gold.
A senior aide to Mongolia’s President N. Enkhbayar said on television tonight (May 26,
Mongolia time) that the President had chosen not to exercise his constitutional authority
to veto the Windfall Profits Tax on copper and gold. However, the aide said that the
President believed that the tax had been adopted in haste two weeks ago and that
members of Parliament should carefully consider the provisions and implications of the
new tax within the context of the current, ongoing debate over proposed changes to
Mongolia’s Minerals Law and Tax Law.
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