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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.
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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 24 Amendment clarified that the
Royalty will be applied on selling, transporting for
selling or using minerals as it was provided by the 1%
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 2" Amendment, the following entities are
subject to paying the Royalty (same as the 1%
Amendment):

(i) mineral license holders

(i) mineral exporters

(ii)) 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 2" 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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Hx23x9H wyyMiHcAdIN
Jdaz2yyacHul duacm YHUX-
aac awuzm
MANMMANBIH HOOY
aQUU2AACHBL MEAOPULIH
3oxuuyyaaamao
eepuwr6.M OpYyyarad.

X0J/I00TH0X XaAr:

Maiik AX3pH
ITapTtHep, TaTtBap, XyyJTUUAH 36BJI6X
YITIHIIres Yacvin ux xypan Awuem maammanvin myxail Xxyyab0 auuam mMasmman
michael.ahern@kz.pwc.com awuanacHsvl meabepuiiH maaaap HaMIAM eepuaeamuiie bamaaraa
Yoiizkamupid [paamaa 2019 OHBI 3 Ziyraap capbIH 26-HBI 6/1ep YJICHIH uX Xypaua (maammuza “YHX”
T'yitnarrax 3axupai, Tatsap, XyyTuita rax) AMX*-pz Hamant eepuient (maamwuy “Hamaar eepusiear’ r1ax)
36BJIOX YHJIUMIITDD opyyscaH. YT H3M3JIT eepuwienteep AMX-UiH 47 Ayrasp 3y Oyioy aiurT
tsendmaa.choijamts@mn.pwe.com MaJNTMaJl Xy[aj/icaH, XyJajjaxaap adyyJsicaH, alluIyiacaH 3Trasf, OoJIoH
MoHnroyibaHK, TyyH33C 3PX OJITOCOH apW/DKaaHbl OaHKaHA aiT TyIIaacaH
Mapuna TapHaBcka 9TI33/1 aUIUIT MaJITMAJIBIH Heell amwumiacHbl Tenbep (“Tesdep”)-uilH
Axutax Menexep, Tarsap, Xyy/IuitH Tajaapx 3YHJI, 3aainThIr xamapcaH. TyyHwIsH Tesbep Teserd sTrass rafart
36BJIOX YHJIUMIITDD 36BXOH Tycrail 3eBIIE6epes 333MIIUTY TeJUHTYH /[A33p AypAcaH YHI
tarnavska_maryna@mn'pwc‘com aXuuiaraar fAByyJiar ax aXyﬁH HOTXKYYA Ten 6aHKI/IHH QJIT TyllaaCaH
STI33AYYAUNT TyC TyC XaMpyyJsicaH. HaManT eepusesT opoxooc eMHe 36BX6H
Paruaaxyyruitn MeHxKapras alIUIT MJITMAJIBIH Tycrail 3eBIIeepeJt 333Minurany] Tesnbep Tesex yyparrai
XyynuitH Axiax 3eBJIex GaiicaH.

munkhjargal.ragchaakhuu@pwc.com
2019 oHbI 6 ayraap capeiH 28-Hbl efiep Hamaar eepwient b “MoHTOM

IIpaiicyorepxayckynepc Taxc TM3 ViaceiH YHICOH XyylaHHH Y3371 OapUMT/IANA HUHIPITYH HPraj, aX axylH
XXK HOMK Oalryy/ularblH B5AUHH 3acarT AapaMT ydupyyJIcaH, JAaBxap TarBap
Cenrpai Tayap, 6 naBxap HOIZyyJcaH, OM3HECHHH YHJI aXuularaaraa X3BHUHH AByyJaX HeXIeJHUT
603 TooT , Y1aan6aarap XaacaH, HUATMUMH 3AUHH 3aCTHHH XOTKIWIJ Caaj] yIpyyJIcaH TIdX TOMJIOJ,
14200, Mosron Yic MBA2JUIMHH Jaryy YHJACOH XyyJauiH non HaMaiaT eepwienTuir xaHaH
YTac: + 976 70009089 XOJISJIICIH.

daxkc : +976 11 322068

WWW.pwe.com/mn YHACOH XyyJAuUH 131 HoM3AT eepwIlenTUUr XAHaXK Y3334 YHACSH XYYJb

36pUYCOH T2 Y39H XOJI0OIZOX 3YHJI 3aaJITHII XYUYMHIYHA OOJIrOCOH. YHIICOH
Auaxyy mageasuiuir PwC Take TM3 XXK-aac 63/1TracaH 60JIHO. p Y A Y v Ty A

OH> MoPaIaNL OarrcaH MaTepuas Hb 36BXOH epeHXHi nyJII/IﬁH H3HHﬁH YHASCISX XOCaIT AypAcCaHaap TyC Hosmoanr 66pUWIBJIT Hb
MB/I93JUIMUH 30PWITOTON Geree]| sHJ TycracaH acyyzau OGypasp o = = I 'l
OJIOH TaJIbIH, TOTI MUHAKUJICOH M3/33JUTHHT aryyaaaryi 6oiHo. Yaacon Y3 HEH/IH TaB/:Lyraap BYHHHI/H} 4 J'K:)'X X9CrunH uTGp Hb ... 2% aXynH
AnmBaa yinpn Xuix (ac yHI/9X)-39C 6MHe YYHUHT YHIIHTY Ta 6YX XBOBIUIUHH OOJIOH XYH aMblH HUUTMHUHUH XOI'XINUI XaHTaX 30pWITro[
©66pHUIH HeXIes Oail/jajii TOXHPCOH TYCTAilICAH M3PIIsKIIHIH Cl Cd o » o .

30BJIOTE® aBaxX Hb 3yHTOH. OHD MOAYUIMHH  aryyiarseir HHHHY)YHEH S/IUMH BaCI:HHF 30XHIyyJIHa. , ApBaH Uec;twra:ip SYW/IMNH 3 ASX
aIIUIIacaH YR, a1/jaa XUUUI99C rapax ajluiBaa XapuyLyIarer X3Cr'inuuH TGpGBC XYHUU 9PX, 9PX 46Jieer XaHraxyul] 3JUUH 3acar, HUUIroM,

Gup xapuynaxry# Goro. Xyysb 3yHH 60s10H Oycaz GaTtairaar OypAYY/IsX ... YYPIHHT UPrOHUHUX93 6MHe

”» . L
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l * 2006 OHBI 7 iyraap capbiH 8-HbI o/iep HaTIaracaH AIUTT MaJITMAJIBIH TyXai XyyJib
|

(maammzg “AMX” rax).

— ** 1092 OHBI 1-p CapbIH 13-HbI 6/1op Oatsiaracad MoHTos1 YJIChIH YHZCOH XyyJib ([aarug

pw c “YX” rax).
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! 2019 OHBI 7 AiyTaap capblH 16-HbI eep YUX YHACIH

XyyJIMFH I3IUNHH A33PX AYTHAJITUHAT X3JIAJIIIXK 70 AyTraap
TOTTOOJIBIT baTasicad 6ereef; yr Torroosoop YUX YHacsH
XYYJIUIH I30UHH HaM3IIT 66pusIeITHIT Xy4UHTYH 60IT0X
JIYTHAJITHHIT XYJI332K aBaX OOJIOMIKTYH T9K y3COH OaifHa.

YyHuii mapaaraap 2019 OHBI 10 Ayraap capbIH 30-HbI 6716p
YT acyyZuIbIT YH/ICOH XyyJIMHH IPIUHH UX CYY/JIBIH
XypasizaaHaap X319 Hamairt eepuiesnt Hb YHACSH
Xyysp 36pUCeH I'9K y39H Hamant eepwiest 60J10H 133D
nypacad YUX-bIH 70-p TOITOOJIBIT TYC TYC XYUUHTYH
60JITOCOH.

YH/ICSH XyyJIMHH IPIP3C Mara/iaj rapcHsl gapaaraap O0yoy
2019 OHBI 11 YI'33p CcapblH 22-HEI 616D, YUX xypanaax
AMX-n naxvH H3M3JIT eepwienTt (maamug “Xoépaaxp
H3M3JIT 60PYJIeJIT TI'IX) OpyyscaH. JHAXyy X0€paxp
H3MB3JIT 66PWIJIT Hb aHXHBI HOMANT eepuienTUIH afivl
XyJaJJIcaH, Xyajziaxaap adyyJicad 00JI0H eepuitH
X9PATILBH/, allIUTJIacaH O0JI AIllIUTT MaJITMaIbIH HEel]
alIUIJIacHbI TeJIOep HOT/yysIlaxaap 3aacaH OaiiHa. XapuH
TaTBap TeJIerd Hb J33p AYP/ACAH YHJI aKrllaraar HarsH
33p3T ABYYJICAH OOJI alITUTT MAJITMAJIBIH HOOII allTUTJIaCHbI
TeJIOePUHT J1aBXap/AyysIiH Horyysnaxryi. MeH Xoépaaxp
HOMB3JIT 66PWIBJITE6D 66D 66p TOPJIUNH AIIUTT
MaJITMaJIyyZa/i HOT/IyyJlaX allluIT MaJITMAaJIbIH HOeI|
alIUIJIaCHBI TeJIOOPUIH XyBUHT IIUHIWISH TOTTOOCOH.
3acruiiH rasap alurT MaJITMaJIbIH HOeIl alllUTJIaCHbI
TeJI06epUIH XyBUUT TOOIIOX, TeJI06p HOT/yyJIax, TaiiarHax,
T6JIOX JKyPMBIT baTaTHa.

Xoépziaxp H3MSJIT 66PUJIeJITUIH JIaryy 00PX STI33/1yY/ Hb
Tenbep Teserd batina (aHxHB HaManT eepwienres
3aacaHTay ajgwi). YyHA:

(i) amurT MaJTMAJIBIH TyCrai 36BII66P6JI I33MIITUTIH/T;
(ii) ammrT MaaTMAaJ SKCIOPTOJICOH BTTI3/T;

(iii) MoHros6aHK, TYYHI3C 3PX OJITOCOH apIUIKAaHbI
OaHKaH/T aJIT TYIIIaacaH 3TrI3/I.

Jlarask Mep/ieX KypMbIH TyXal XyyJIbA* 3aacHaap 2019 OHbI
10 Ayraap capbIH 30-HBI 67Ipeec 11 Iyrasp CapblH 25-HbI
OJIPUHT XYPTAJIX Xyramaasz Xo€paaxs HIMIJIT 66PWIeITos,
3aacaH TesI0ep TeJIOTIHHIT TOIOPXOMJICOH 3aaJIT Hb OyIaXk
YHTYIUTHS.

AHaxyy Ma022213.10 0ypocau acyydaaap moopyy.aax 3yl baiiean
6udsHMAlL X0160200H0 YY.

*2019 OHBI 11 JyI?9p CapblH 22-HBl eflep OaTyaracaH ANIMIT MaJTMAJIbIH TyXa

XYYJIb/l HOMIJIT, 06 PWIeIT OPyy/Iax TyXal XyyJIHHT arak Mep/ieX *KyPMBIH TyXaH Xyysb
(naanmy “/laras MePA6X MKYPMBIH TyXal XyyJib I9X).
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