=Y e

il

5t No. 1/2020 « 28

ZITHRE, WaREEN
T FRIENZ(TEE

BKEA:

Michael Ahern
MBS RERRSEESKIA

michael.ahern@pwc.com

Tsendmaa Choijamts
S IGEERSS, TR
tsendmaa.choijamts@pwc.com

Maryna Tarnavska
BSRIERRSS, BREE

tarnavska.maryna@pwec.com

Munkhjargal Ragchaakhuu
S RGEEIRSS, BREEMR

munkhjargal.ragchaakhuu@pwe.com

PwC Tax TMZ LLC
Central Tower , 752
603, B=Eit
14200, SHE

Tel : + 976 70009089
Fax: +976 11 322068
WWwWWw.pwc.com,/mn

ZR SRR E KBRS TMZ LLCHIE, ARAGaam
MR —RSE, FEXFERE I TENEEDHT.
EEERN (RARBUEATEN) 281, MARESCRIER
BREWER., HAISHRBTARITASMRAYTHEL
HIMAIB BRSBTS,

© 2020 PricewaterhouseCoopers Tax TMZ LLC.

All rights reserved. In this document, “PwC” refers to
PricewaterhouseCoopers Tax TMZ LLC, which is a member firm
of PricewaterhouseCoopers International Limited, each member
firm of which is a separate legal entity.

pwec

WRAUET (§75%) XTH T RIFREFRANELESR,

20195F3H26H, WEBIET (FF5%) (LUTNER “BIER” ) *. (BER
NERE (FF5%) $F475%, WU TEREES. a8, FRERXNY

FRIBERE (YER%”) (ETEKN. BESKY KT FRAZENLEEST

B, MUBER S UFEE, SEENE EIAERISTARLR M5 9sR

THE/FRESK, EEITZE, FRSBNERTY FEFahHFE AX
RIBIEREN 2RI, FRBERIERATRT SUREE.

20196280, TR ERE RIEERAFFETHERENEIR SR
W, BACEREFESD, FETIENERRSSENESEUEE R
B, XMNZIEERHTTHE,

ZEE, TREBOAKIZIEREE, KRR TIZIZIER. ZHROERE, 2
ERBRT (FiE) $5.45, HPHE ‘B[ . .1 NUBERSEREEYA
EREAONMSARABRIFGEERZST, FEEES 191 FUE: “BER
RXI R EREIEAFIEREEERNEST. e TR, 52, Bk
élﬁ%ﬁ BIEREBR T 5EEBANERF IR R R
BN,

*20065F 78BN (FZH /%) (‘WK .
**1992F1 B 13AMBHY (FH%E) (“FBiE) .



PSS BRERIRW

5t No. 1/2020 « 25

20195 7H16H, UEHFEETRAERN LIAGELS,
HEBTINESE70SHRN, RIEZRN, UESHRER
ZEIFERINGEIS, RRMBIESR.

Alt, "kiEReEET2019F10H30HFEET L
RNEFE0ERUNREBIER, BEERMEZIELE
FER, HERZIEIERIMYESHE05 R,
RIEFERA AR, WETF20190F11822HEIE T
B—IRH TEHMEIER (“STIEER”) , SR
ARSI, (BTIBIER) EB, FrFiERZEE
ERTHE. EEEEFR (F—E1EX) ey
¥, BE, WMNRGHABRET ERER, NERFN
FHBASERZFNERKR. FEif, FIEERE
T AREET YN ERFFERRER, BTSN
?&t)’ﬁj—lﬁ%ﬂzﬁﬂﬂﬁﬁ\ AERF IR SRR SYE A 2R Y
AEN,

RIESE TIBIER, TSR RERZ: (5
F—BIERER)

@ TYNFIEHFEA

() ¥FrFHEOB

(i) MEREPRFITHE/FHRESHIR,

RIE (LAY | S IBIERFFUERZESLIRGIE
N &5 Ri{E20195F10 830 BFf111 H 25 HIEMIER.

MR EEEZHIIE, 18T SEAN TS,

*20194F11 522 FAGHEHISE _1SIFELE% (“SEi%) .

B

pwc



TAX AND

LEGAL ALERT

Mongolia « Issue 01/2020 « February 2020

After debates, the
Parliament finally
changes the scope
of payments for
mineral resources
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The Parliament approves amendments to the Minerals Law with
respect to royalties on usage of minerals resources.

On 26 March 2019, the Parliament amended (the “Amendment”) Minerals
Law*. The Amendment focused on the Article 47 of the Minerals Law and
made changes in relation to royalties on usage of minerals resources (the
“Royalty”) applied on selling, transporting for selling or using minerals.
The Amendment also expanded the scope of entities who are subject to
paying the Royalty by including not only mineral license holders, but also
entities who engage in the aforementioned activities as well as entities who
sell/deposit gold to the Central Bank of Mongolia. Prior to the Amendment,
the Royalty applied to mineral license holders only.

On 28 June 2019, the Constitutional Court reviewed the Amendment as per
a claim that “the Amendment did not conform to concepts and principles
under the Constitution of Mongolia as it causes economical pressure and
curtails normal conduct of business in Mongolia by imposing double
taxation.”

Upon review, the Constitutional Court concluded that the Amendment was
unconstitutional, effectively repealing the same. The Court’s reasoning was
that the Amendment was in breach of Article 5.4 of the Constitution** which
states “The State [. . .] shall regulate the economy of the country for the
purpose of ensuring development of all types of enterprises as well as social
development of its population,” and Article 19.1 of the Constitution which
states that “The State shall be responsible to the citizens for the creation of
economic, social, legal and other guarantees ensuring human rights and
freedom.” In other words, the Constitutional Court deemed that the
Amendment violated the Government’s constitutional duties to create a
friendly business environment and ensure economic development.

* The Law of Mongolia on Minerals (“Minerals Law”) enacted on 8 July 2006.

** The Constitution of Mongolia (“Constitution”) enacted on 13 January 1992.



TAX AND LEGAL ALERT

Mongolia « Issue 01/2020 + February 2020

On 16 July 2019, the Parliament reviewed the said
conclusion of the Constitutional Court and issued the
Parliamentary Resolution No. 70, under which the
Parliament decided to accept the Constitutional
Court’s conclusion to repeal the Amendment.

Consequently, on 30 October 2019, the full seat of
the Constitutional Court reviewed the above-
mentioned Parliamentary Resolution No. 70 and the
Amendment. The Constitutional Court resolved that
the Amendment was unconstitutional and repealed
both the Amendment and the Parliamentary
Resolution No. 70.

Following the Constitutional Court’s decision, on 22
November 2019, the Parliament passed another
amendment to the Minerals Law (“2nd
Amendment”) regarding the same provisions of the
Minerals Law. The 2" Amendment clarified that the
Royalty will be applied on selling, transporting for
selling or using minerals as it was provided by the 1%t
Amendment. However, the Royalty will not be
applied twice on a transaction if a payer undertakes
the above activities simultaneously. Also 2nd
Amendment updated progressive Royalty rates for
different types of minerals. The Government is
mandated to approve a guideline on how the Royalty
will be assessed, imposed and reported.

As per the 274 Amendment, the following entities are
subject to paying the Royalty (same as the 1%
Amendment):

(i) mineral license holders

(i) mineral exporters

(iii) Entities who sell/deposit gold to the Central
Bank of Mongolia.

As per the implementation Law, a provision defining
entities subject to the royalty of the 27 Amendment
shall apply retrospectively during 30 October and 25
November 2019.

Should you have more questions with this regard, please
do not hesitate to contact us.

* The Law on Implementing the 2"¢ Amendment
(“Implementation Law”) enacted on 22 November 2019.
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