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Dear shareholders! 

 

The shareholders of Sharyn Gol JSC and we are about to meet to discuss the performance 

of the company for 2011 and take certain decisions.  

Prior to the shareholdersô meeting, we would like to provide you with information on the 

operations of the company in 2011. 

In 2011, we have successfully discharged our duties to deliver supplies of coal to 

Darkhan and Erdenet thermal power plants and other contract users by stripping a total of 1123.7 

thousand cubic meters of overburden, mining 375.1 thousand metric tons of coal, and selling 

365.9  thousand metric tons of coal. 

Our miners have endeavored to achieve every type of planned objectives regardless of 

any difficulties in our operations, including a long-time lag in overburden stripping, 

obsolescence of equipment, and financial difficulties. 

It should be mentioned that the lack of a continuous supply of equipment and spare parts 

continues to have adverse effects on the smooth production owing to the fact that we are selling 

75% of our coal at unrealistic prices set forth by the government, reduced the weight of coal 

supplied to users, and payment is not made in a timely manner. 

In 2011, the total revenue was MNT 11,569 Million, whereas the total expense was MNT 

11,147.6 Million. 

Worsening the mine operation condition every year makes a demand to introduce a new 

technology and to make a technological reform in order to optimize the mine and expand the 

market share.  

Therefore, detailed exploration works had been done according to the new management 

of the shareholders and foreign investors and international consulting company had approved the 

coal resources officially. Based on the officially approved resource report, additional shares were 

issued and the certain fund was accumulated to fund the new pit operation  

As a result of ñSharyn golò JSC management in which international experienced experts 

started to work in, the company is setting a goal to improve its activities and to be a mining 

company that meets with the world standards and in this framework, there are several large 

works had been done. 

At last, I would like to emphasize that your active participation is essential to achieve the 

goal for the year 2012. 

 

           

     Chairman of the Board                                        B.Batmunkh 
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Date of the meeting: at 16.00 on April 30, 2012 

Venue: at the meeting hall of Bayangol  hotel 

Issues to be discussed at the meeting 

1. Board conclusion on  industrial operation and financial report of  2011 and Board 

report  

2. Approval of amended version of the company charter 

3. Salary, incentives and budget of members of the BoD in 2012, 

4. To select independent members of the BoD, 

5. To inform a decision of BoD on dividend 

The goal of the company: to process the natural resources deeply and respect a labor 

productivity, product quality and demand of customers. 

 The brief Introduction of Sharyn gol  JSC 

1. Name: Sharyn gol  JSC 

Nationality: Mongolian 

2. Address: Sanjint bagh, Sharyn gol soum, Darkhan-Uul aimag 

Tel: 70372235, Fax: 70372235 

3. Principle of privatizing a state property between 2001 -2004 According to the 

Government resolution No162 of 2003 and State Property Commission resolution 

No682 of 2003, it became 100% private company . 

4. State registration certificate number:1910010009, registration number: 2050374 

5. The company explores black sub bituminous coal and supply to the Power Plants 

of Darkhan and Erdenet cities and other contract organizations and companies.  

6. Authorized body of the company: Shareholders meeting and the COO will be 

responsible for daily activities of the company who is nominated by the Board of 

directors. 
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ONE. 2011 MINING ACTIVITY OBJECTIVES AND ITôS PERFORMANCE 

In 2011, we have done overburden and exploitation in accordance with the approved mining 

activity plan. The following is the comparison of performance  2011 with the previous year 

results: 

 

Indications  Meas. 2010 perf. 2011 plan 2011 perf 2011/2011 2011/ 2010 

Extraction  th.tons 422.1 370.0 375.1 101.4 88.9 

Coal sale  th.tons 399.1 370.0 365.9 98.9 91.7 

Total overburden: 

- w/o transp. 

- w transp. 

th.m
3
 

th.m
3
 

th.m
3
 

 

1448.7 

 

144.5 

1304.2 

2000.0 

 

300.0 

1700.0 

1123.7 

 

32.3 

1091.4 

56.2 

 

10.8 

64.2 

77.6 

 

22.4 

83.7 

Total coal with rock 

partings  

th.m
3
 1773.4 2284.6 1412.3 61.8 79.6 

Drilling  linear m 45.9 45.0 32.9 73.1 71.7 

 

MINING  OPERATION   

 93 % of the total production was exploited from the main seam in the North block, the rest 10% 

- from the foot of the mine. The coal supplied by us was of good quality, as the coal seam of the 

North block is with less rock partings and of high calorific value.  

  LC-290 , LC-450 , EKG-4U excavators were used for the operation. As great deal of water was 

spurting out from the North block, we made trenches and installed pipes to drain the water, 

which lead to normal exploitation. For flood control, we used hydro excavators. 

Excavators and drilling rigs sitting idle were, in fact, planned to be transferred to the upper level, 

however, that did not work out for certain reasons.  

  The overburden was not actually completed due damages incurred to the drilling rigs number of 

times or lack of transportation means, which is why the overburdening is still carried on in 2012 

delaying development of the South block.  
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In 2011, fire hazard generated in the UG decline due to excessive heating created an emergency 

situation. All necessary measures and methods to eliminate and control the hazard in the heated 

area were taken in an efficient and timely manner.  

The main objective of the 2011 mining operation was opening a new pit in the Satellite area and 

start permanent production which is met to a certain extend.  

Main Objective of 2012 Mining Operation  

From the North and South block of the current production totally 300.0 thousand tons of 

coal was planned for exploitation in 2012 and the relevant authority approved this operation 

plan. For coal exploitation from the South block, 116.0 m.m
3
 must be removed from the roof of 

the coal seams. The main objectives of the 2012 mining operation are as follows:  

- Exploitation of the coal rests in the North area  (in the 1
st
 and 2

nd
 quarters of 2012) 

- Exploitation will be started in the South area as soon as coal partings are discovered    

- Distinguishing rock layers in the coal partings, we will maintain the quality of our 

coal supply  

- Placement of the standby excavators and rigs into the current operation levels (upper 

levels) to use for overburdening, engineering works and other activities such as 

preparation of earthmoving work site, and prevent stockpiles ruining etc.  

- Preparation works for opening new open-pit at the Satellite deposit and start 

overburdening work. By November, 2012, we will open a coal deposit and make the 

preparation of exploitation in 2012-2013.  

- In October and November, 2012 we will prepare for the 2012-2013 coal exploitation.  

- Procurement of parts of the currently halted excavators and rigs at the earliest 

possibility and appropriate mechanical services will be provided either.  

- New dump truck procurement for completing the current mining operation.  

- Conduction of rehabilitation works in accordance with the approved activity plan.  

- Maintenance of water drainage system.  

TWO.  MINE FLEET, ITS MAINTENANCE AND INVESTMENT  

- In 2011, we had 10 major mining fleets, of which 8 excavators operated, excluding two: the 

excavator ESh 10/70 ¹28 sat idle as its generator broke down, the excavator 5À ¹20 stood 
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idle as well even after a repair work /bucket teeth  broken/. Maintenance services were 

provided 100% in accordance with the initial plan.   

- Drilling 3 rigs operated out of 4 reserves: Compressor equipment 5SBSh-200 was installed 

into the drill rig ¹34, whereas walking beam of the drill rig SBR 160 ¹29, bullet of SBSh -

250 ¹35, SBSh-200 ¹34 compressor and hydraulic systems were relatively fixed.   

- We had a shortage of means of mine transport. Four haul trucks of CAT 769 had to be 

successively repaired during the operation period; we could not find necessary parts to 

maintain the means each time of the incurred mechanical breakdown, which is why the 

length of time waiting for service was extended. The parts needed and rare at the market 

were GTE, kiwi, engine parts, as well as 4 Howa engines etc.  

- Engines of the excavator ÍL 290 and HL 450 were repaired, however they still did not work 

as before. The productivity of the machines was 40-43% only, which reflects that higher cost 

is going to be incurred in further usage.  

- It necessitates of buying CAT 773 2-3 haul trucks as well as an excavator with indirect 

bucket. Therefore one CAT 345 excavator needs to be bought.  

- Conveyor, locomotive-1286, excavator ¹20 were relatively repaired in accordance with the 

planned time during June-July period.         

- In 2011, totally MNT 464.5 million was spent to buy fixed asset, including road irrigator 

Howa truck, bulldozer Chantui, shuttle bus Daewoo for the personnel transport, plotter, PC 

for office use, financial program DIAMOND, drying set (laundry complete set for cleaning 

PPE of employees).  

- Old fleet usage is 40.6%, drill rig use/productivity- 20.4%, haul trucks- 43.5% which reflects 

that mine equipment needs replacement and technology needs to be upgraded. 

- Out of haul trucks, CAT ¹34 conveyed 216.6 thousand cubic meter massive, which was the 

largest shipment ever for us. 

THREE: 2011 FINANCIAL ACTIVITY  

ɸ.Performance of Sales Plan  

- In 2011 totally 1,123.7 thous.m
3
 overburden was removed, exploiting 375.1 thous.tons of coal  

of which 365.9 thousand tons of coal was sold; 274.4 thousand tons of coal was supplied to 
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Darkhan and Erdenet PP, implementing the contract with Darkhan PP 136.9%, the contract 

with Erdenet PP by 137.5% relatively.   

- We have been widely acknowledged as the reliable suppliers to large plants of the locality, 

such as ñErel cementñ, ñDarkhan Silikatò, ñDarkhan Metallurgyñ factory, several municipal 

organizations of Tuv, Selenge, Orkhon, Darkhan-Uul provinces that run with boilers and also 

to individual customers in the mentioned areas.   

2011 Coal sale  /sold to the customers/ 

Customers 
2010 perf 

th.tons  

2011 /th.tons/ Perf 

 /in %/  

Difference  

/th.tons/ Planned Perf 

Darkhan PP  134.4  100.0  136.9  136.9  36.9  

 Erdenet PP  135.2  100.0  137.5  137.5  37.5  

Erel Cement   50.7  55.0  18.0  32.7  -37.0  

SG Heating  11.3  15.0  12.4  82.7  -2.6  

Khansogoo LLC  8.0  5.0  6.6  132.0  1.6  

Nako fuel    40.0  1.1  2.8  -38.9  

By truck transport  29.2  15.0  34.9  232.7  19.9  

Others  31.1  40.0  18.5  45.3  -21.5  

Total 399.9  370.0  365.9  98.9  -4.1  

Performance  of income plan /million MNT/ 

Indications  2010 Perf 
2011  Result 

/%/ Planned Perf 

Income from operating activity  9,955.9  10,325.5  10,543.5  102.1  

Income from auxiliary units  89.9  87.2  84.5  96.9  

Non-principle operation activity income   890.8  35.5  941.0  
26.5 

times 

TOTAL 10,936.6  10,448.2  11,569.0  110.7  

The revenue of the fiscal year includes MNT 10,543.5 million from the principle 

operation and sales,  MNT 84.5 million from the auxiliary units, MNT 941.0 million from the 

non-principle activity totally amounting to MNT 11,569.0 million.   
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B. INCOME, EXPENSE, PROFIT AND LOSS /million MNT / 

Types  Income Expenses P&L  

Coal  10,543.4 10,438.5 104.9 

Agro activities  32.3 26.5 5.8 

Holiday camp and sportsô complex   9.8 61.9 -52.1 

Canteen 34.4 107.3 -72.9 

Rental  91.1  91.1 

Personnel lounge   7.5 29.3 -21.8 

Parts sales   31.6 23.8 7.8 

Scrap metal   73.4 1.7 71.7 

Currency rate difference and loan interest  267.6 65.9 201.7 

Sales of fixed capital assets  32.8 -32.8 

Penalty  3.7 5.3 -1.6 

Socio-economic welfare fund expenses    200.3 -200.3 

Bad debt  341.1  341.1 

Tax expenses    149.1 -149.1 

Miscellaneous  133.1 5.2 127.9 

Profit after tax   11,569.0 11,147.6 421.4 

In 2011, MNT 11,569.0 million of revenue, MNT 11,147.6 million of expenses incurred 

making MNT 421.4 million of profit. 

In 2011,  MNT 71.5 million- from the margin of calorific value, MNT 27.3 million was 

relatively lost from the margin of weight.    

C.COSTS AND EXPENSES  

In 2011, MNT 10,774.1 million was budgeted, of which MNT 10,438.5 million was 

actually expended, saving MNT 335.6 million. Expenses include: 

338.9 tons of blasting materials were budgeted for MNT 638.8 million, however during the 

operation 240.0 tons were purchased by MNT 443.7 million, saving MNT 195.1 million. 518.3 

th.m
3 

of mountain massive was cut off, and blasting material per unit was spent less by 0.042 

kg/m
3
 or in total 10.08 tons amounting to MNT 18.6 million was saved.  
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1,984.6 th.m
3
 massive was budgeted to be transported by using 604.2 th/L of fuel or MNT 725.0 

million; however during the operation 1,379.9 th.m
3
 mine massive was relocated by consuming 

524.3 th.L of diesel or MNT 737.3 million. The fact that amount of fuel budgeted for per unit is 

exceeded by 0.076 L/m
3
 totals to 104.9 th.L or MNT 147.4 million. 

  In 2011, payroll of MNT 2,312.9 million was budgeted for 473 employees; however 414 staff 

were paid MNT 2,059.6 million. It is 59 less than initially budgeted positions /including 22 UG 

staff/ which results in saving MNT 194.3 million payroll expense. As of September 2011, the 

pay was raised 20%, making the average rate at MNT 415.1 thousand.   

  In 2011, MNT 95.0 million was expended for maintaining safety, including procurement of 

PPE at the cost of MNT 21.6 million, meals for night shift staff and anti-toxicities by MNT 34.1 

million, other safety gears for MNT 39.3 million relatively. 

  In 2011 totally 1,379.9 thous.m
3
 mountain massive was transported, of which 253.4 m.m

3
 or 

18.4 % was conveyed by rental trucks. For the rental trucks MNT 214.5 million was paid.   

 For auto maintenance MNT 112.5 million was expended, including MNT 82.1 million for CAT 

repair works.  

STRUCTURE OF 2011 EXPENSES 

 

Auxiliary 

materials 

5%
Fuel, lubricants 

16%

Electricity 

4%

Payroll 

17%

Soc. Insurance

2%

Asset 

depreciation  

13%

Parts 

6%

Maintenance 

services 

1%

OSH measures 

1%

Tax, fees 

5%

Security  

2%

Rentals 

2%

Management and 

sales  22%

Miscellaneous 

4%

2011 Implementation   
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D. Socio-economic development fund expenses 

 

E. PURCHASE OF FIXED CAPITAL ASSETS  

In 2011, the company purchased fixed assets of MNT 644.4 million:                                      

HOVA truck for road irrigation                                    70.3  

Coal bunker                                                   4.0  

Shuttle bus                                    10.5 

Sonata 5 /car/                                             10.0 

Land cruiser-200                                                     103.5 

Chantu Bulldoser                                237.7 

Lexus -470                                             83.7 

Pump D32-50 75 KWT                                             9.6 

Pump TsNS300-240                                            68.2 

Laundry/washing equipment of staff PPE                        10.7 

Personal computer-2, printer-2, plotter                             20.3  

Financial program                                             10.4   

Miscellaneous                                               5.5 

12.3

23.3

14.2 16.9
20.5

4.0
8.4

1.2

9.7

70.3

11.9
7.4
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F. RECEIVABLES AND PAYABLES  

Receivables /million MNT/ 

Receivables type   Beginning   End of the year  Differ 

Coal receivables   1,204.5  402.0  -802.5  

Parts receivables   1,205.2  430.0  -775.2  

Receivables from individuals   1.2  7.7  6.5  

Electricity receivables   50.9  6.4  -44.5  

Social welfare fund   4.7  4.8  0.1  

Advance payment   83.1  21.5  -61.6  

Account receivables   182.7  321.5  138.8  

Short term loan   2,936.6   2,936.6  

Loan interest receivables   80.5  1.5  -79.0  

VAT receivables    7.7  7.7  

TOTAL  5749,4  1,203,1  -4,546.3  

Exploration expenses   5,746.0  6,753.9   

 

Coal receivables /Mill.MNT/ 

 

Customer  

Balance in the 

beginning of the 

year 

Received in 

2011 

Payments of 

2011 

End of the 

quarter 

Darkhan PP 513.1 3,978.3 4,354.5 136.9 

Erel Cement  102.1 675.5 758.5 19.1 

Sharyngol Energo 71.5  71.5  

Khansogoo LLC 19.9 175.7 178.6 17.0 

Sharyngol Heating   384.7 316.0 68.6 

Erdenet Copper Mine  71.2  71.2  

Erdenet PP 364.0 4,029.7 4,287.2 106.5 

 

Payables /million MNT/ 

Payables type   Beginning of the year  End of the year   Differ 

All sorts of taxes   493.9 416.7 -77.2 

Social insurance  23.9 0.6 -23.3 

Long term payables   2,508.3 2,508.3 - 
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Parts   507.8 160.2 -347.6 

Coal   37.9 25.9 -12.0 

Payables to individuals  22.7 16.3 -6.4 

Payroll  86.2 98.9 12.7 

Short term loan   10,422.0 467.9 -9,954.1 

Interest of short term loan   154.4 36.2 -118.2 

Accumulated payables  78.2 16.1 -62.1 

Account payables   369.5 749.2 379.7 

Total Liability  14,704.8 4,496.3 -10,208.5 

 

G. TAX PAYMENT  

In 2011, the company paid MNT 2,125.0 million to the State and locality budget.  

Tax types  Balance  Payable  Paid  End balance  

Corporate income tax  69.4 207.8 277.5 -0.3 

Personal income tax  58.7 217.3 271.5 4.5 

Value added tax  -0.1 1,094.3 1,101.9 -7.7 

Royalty tax  15.0 263.2 277.2 1.0 

Tax on means of transport   2.2 2.2 - 

Land and water tax   74.5 74.5  

Immovable property tax   19.1 19.1  

Air pollution   132.5 101.0 31.5 

TOTAL  143.0 2,011.0 2,125.0 29.0 

Social insurance  23.9 554.7 578.0 0.6 

 

H. FINANCIAL CRITERIA  

The main indications /Mill.MNT/  

# Main indications  2010  2011  

1 Cash  1,817.9 17,591.3 

2 Short sale security  - - 

3 Receivables  5,057.2 932.0 

4 Short term payables  12,196.7 1,953.9 

5 Current assets 8,421.5 20,004.9 
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6 Current liabilities  14,117.1 16,572.6 

7 Net profit  215.0 421.4 

8 Sales 9,955.9 10,543.5 

9 Ownersô equity  7,833.7 32,115.3 

10 Fixed asset 8,663.4 9,234.9 

11 Total assets  22,538.6 36,577.6 

12 Total liabilities  14,705.0 4,462.2 

13 Average cost of  Fixed asset 8,663.4 9,234.9 

14 Cost of Goods sold 7,245.8 8,149.7 

15 Inventory 1,362.3 1,297.6 

 

Ratio 

 ̄ Indications  2010  2011  

1 Current ratio  0.69 10.24 

2 Quick ratio 0.56 9.48 

3 Net working capital  (3,775.11) 18,051.04 

4 Free Cash Flow 14.90 900.31 

5 Debt  to equity ratio 53.27 719.71 

6 Net profit Ratio 0.03               0.01 

7 Return on Sales  0.02               0.04 

8 Return on equity  (0.06) 0.02 

9 Return on capital  44.17 28.82 

10 Fixed asset to equity ratio 90.42 347.76 

11 Asset turnover  114.92 114.17 

12 Receivables turnover (times) 1.97 11.31 

13 Receivables turnover (daily) 183 32 

14 Payables turnover (times) 0.69 10.24 

15 Payables turnover (daily) 521 35 

16 Inventory  turnover  7.3                 8.1 

17 Stock turnover (times) 5.3                 6.3 

18 Stock turnover (daily) 68 57 
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19 Production cycle  251 89 

20 Financial cycle  (271) 54 

     

Three. On works of Board of Directors 

Board of Directors of ñSharyn golò JSC has discussed the 45 urgent issues related to the 

companyôs operation, management and organization, finance and economy during the period of 

report, made a note and relevant decisions. 

Depending on location of the members of the BoD, the BoD meeting was organized in two 

forms. There were 6 meetings in which members attended physically  and 32 issues solved and 

in case of some urgent issues to be discussed, 14 online meetings to take votes were conducted 

and 14 issues were discussed and decisions were made. 

For classifications of the issues discussed at the meeting during the reporting period: 

a. 8 issues related to industrial operation including company business plan, JORC drilling 

program, newly identified coal resource, resources approval by Mineral resources council 

and permission of a new mine. 

b. 25 issues related to finance and economy of the company including the company 

financial statement and balance, issues on additional shares, wages, debts, coal price and 

contracts and audit organization. 

c. 9 issues related to management and organization of the company including selection of 

chairman and members of BoD of the company, appointment of audit organization, 

responsibility of senior staff, amendments to the company charter and works of 

shareholders and BoD. 

d. 3 issues related to other things including stamps of the company, any construction works 

and donations for anniversary celebration, transferring a sport palace and UG fire . 

There are in total 30 resolutions made at the BoD meeting and 13 of them were solved 

through information and discussion. 

 

For implementation of the main resolutions made by BoD. 

 

× BoD discussed the business plan 2011 of the company and planned to strip 2000.0 

thousand m3 soil and to exploit and sell 370.0 thousand ton coal in a year. During 

the period, the company could strip 1123.7 thousand m3 soil, exploit 375.1 

thousand ton coal and sold 365.9 thousand ton coal. Main reasons to fail 

implement the plan on overburden removal was  several damage and defect of 

drilling machines and shortage of vehicles.  

In connection with it, the time to open coal of the front block is delayed. 
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× The core mine plan of 2012 and perspectives of mining is negotiated and 

according to it, area to strip in 2012 shall be 1.200.0 thousand m3 and coal mining 

and sales shall be 300.0 thousand ton. These main indicators are reflected in the 

business plan of 2012. 

Although there is a weak utilization of a mountain, shortage of techniques and 

technologies, it is needed to strip 116.0 thousand m3 soils and to mine coal from 

upper roof of the coal seam in order to create a condition to exploit from the front 

block. In addition, it is necessary to do preparation works to open a new mine at 

the Satellite area and to start the earth works. Furthermore, it is required to open 

the coal seam at the new mine shall by November 2012 and so that  get ready for  

production of  2012-2013.  

However there are problems and difficulties  we consider that  the BoD is 

required to direct and give a guidance to fulfill  the planned works.  

× In 2011, there was occurred Fire hazard on the UG dewatering tunnel  and it 

caused a special condition. BoD meeting of November 18, 2011 had given 

guidance and duties to take prompt technical and organizational actions to 

eliminate the fire source. 

As a result of continuous attention to this work process, we could separate from 

this problem. Further, we should pay a special attention to ensure smooth 

operation of dewatering system, to determine the future activities correctly and 

ensure safety. 

× Special activities in 2011 are to raise fund to solve financial problems for future 

smooth operation of the mine. This issue is focused by BoD. The BoD made 

several resolutions related to it. As a result of it, according to the Financial 

Regulatory Commission resolution No 27 on January 13, 2011 1.292.596 ordinary 

shares were  converted for debt of 5.456.049.121.98 MNT issued  by ñFirebird 

global master fundò, ñFirebird global master fund-2ò and ñFirebird Mongolia 

fundô given to ñSharyn golò LC. The debts were converted into shares and 

reflected in the account. By Financial Regulatory Commission resolution No250 

on August 24, 2011, it was permitted to issue additional 1.707.404 shares. 18,3 

billion MNT was raised  to fund the required investment. 

The specialists concluded this issue that ñit showed that national mining 

companies are able to accumulate their required investment and fund from 

domestic stock marketò. As a result of ñSharyn golò JSC management in which 

international experienced experts started to work in, the company is setting a goal 

to improve its activities and to be a mining company that meets the world 

standards. 

BoD meeting discussed the issue on ñCash flow raised fundò and itôs been 

allocated special bank account. Transaction through a certain bank account shall 

use approved signatures of chairman  and CFO. Expenses from the bank account 
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and estimation list been  approved by BoD and there shall be no transactions 

made without BoD approval. Provisions of the resolution being implemented.  

× BoD meeting approved budget for drilling works to drill in close area and to 

prepare an area for dumping in order to open a new pit and make a main entrance 

in relation to commencing a new mine on Sitellite area and established an 

agreement with ñEllehcor Drillingò LLC.  

× Regarding to production operation, BoD approved  the consulting service 

agreement with ñMicromineò company to collaborate in this field according to the 

resolution of the BoD. 

× The resolution was approved on coal sales price  where for the consumers other 

than the PP the coal price per ton shall be 50,000 MNT starting from May 10, 

2011 and for Power Production  26 275 MNT per 1 ton of coal starting from 

November 1, 2011. This is lower than net value of 1 ton coal so BoD is 

considering that it is necessary to increase coal price and in particular,  sales price 

of the coal used for producing power shall be liberated according to market value. 

× It was determined that depending on provision of the agreement made between 

Company authority and Labor Union, salary of all the staff of the company was 

increased by 20% starting from September 1, 2011 following the coal price 

increase.  It is required to  keep the policy on  payroll increase depending on 

income and expenses of the company. 

× According to the decision of BoD on any contracts made with other related 

parties, the draft contract to be made with any other parties shall be discussed and 

approved at the meeting of BoD with permission of CFO. It was determined that 

any member of the BoD, who has a conflict of interest, is not allowed to vote on 

such discussion. 

× Following the recommendation of audit report of the company made by an audit 

company ñErnst and Yangò and proposal of CFO  were discussed and decided to 

write off  certain aged creditors in sum of 124,222,077, 98 MNT from the 

company balance sheet. Further, returning any debts and payable shall be one of 

the works to do immediately at every time. 

× According to the decision of BoD, the contract was made with ñSuld Auditò LLC 

starting from January 1, 2011 until December 31, 2011 and where also  ñErnst and 

Yangò LLC was appointed as an auditor during the fiscal year 2011 of the 

company and contract to provide audit service for the company was signed. ñSuld 

Auditò LLC concluded in Audited financial statement of ñSharyn golò JSC at the 

end of 2011 that /as of December 31, 2011, financial statement of ñSharyn golò 

JSC expressed its finance, results of annual works finished at the said date and 

money transaction were done according to the IAS/.  

In addition, recommendations on eliminating violations observed during the audit 

and on improving internal control and supervision were given. It includes: 

For instance: 
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- Different accounts in the financial software shall be opened by individual and 

organization and any payables and receivables which are given by next report 

shall be registered after opening an account for next report. 

- Vehicle fuel shall be given according to the waybill of the drivers based on the 

vehicle norms and capacity and included in the expense. Spare parts of the 

vehicles shall be registered in the profile of the cars and machines regularly. 

- Buildings registered as an organization asset shall be open the construction 

passports and any maintenance and investments shall be noted again and 

given passports.  

Implementing the recommendation taken by audit has to be one of our 

obligatory goals.  

 

× Board of Directors organized works including conducting regular and irregular 

shareholders meetings of the company, appointing a commission to prepare and 

organize the meetings, conducting the meeting according to the Company law of 

Mongolia and within the time provided in the company charter, introducing 

relevant issues for discussion, taking evaluations from the shareholders and 

making the decisions. 

× Regular shareholders meeting of ñSharyn golò JSC was conducted on April 29, 

2011 and at the meeting were discussed; BoD conclusion on industrial and 

financial operations of 2010 and BoD report, Supervisory Board report of 2010, 

expenditures of the BoD and Supervisory Board. 89,5% of the whole 

shareholders, who had right to vote and hold ordinary shares sent their votes to 

the meeting, the resolution related to above-mentioned issue was approved with 

99,9-100,0% votes at the meeting. 

× Irregular shareholders meeting of ñSharyn golò JSC was held on October 21, 2011 

and at the meeting, there were issues on ñCurrent situation of the company 

operation and future action planò, ñinformation on Supervisory Board of the 

companyò, selecting members of the BoD and Supervisory Board , budget of 

expenditures of the reporting period of BoD and Supervisory Board . 92,2% of the 

whole shareholders, who have right to vote sent their votes to the meeting, the 

resolution related to above-mentioned issue was approved with 100,0%.  

× As of March 16, 2012, ñSharyn golò JSC has a total of 10 231 389 common 

shares, and 1150 shareholders hold shares in our company. The shares of our 

company are kept in Mongolian Securities Clearing House and Central 

Depository Co., Ltd., and the securities clearing and depository contract is 

approved by the two parties on an annual basis. 

 

The  majority shares of ñSharyn golò JSC were centralized at ñBDSecò, ñBulgan 

brokerò and ñNational securitiesò broker and dealer companies. 

The Board of Directors of the company will carry on its further activities in 

compliance with the Company Law of Mongolia and the Company Charter. 
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Sharyngol JSC 

 

BOARD OF DIRECTORS RESOLUTION  
 

Mar 02 , 2012     # 12    Ulaanbaatar city 

 

About the Board conclusion on annual report and financial report of the  year 2011  of the 

Company  
 

WHEREAS,  it has been determined Pursuant to subject 62.1.9 of the Company Law of Mongolia and 

BoDôs meeting decision as  follows: 

NOW THEREFORE BE IT RESOLVED , that  the annual operation  and financial reports of 

the Company   for the year 2011  is deemed as sufficient.  

BE IT RESOLVED ,   that  the chairman of the Board hereby is directed to submit the Board 

conclusion in regards of  the annual  and financial reports of the Company   for shareholders 

meeting discussion. 

 

 

 

Signed and stamped by 

Chairman  Batmunkh.B 
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