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New transfer
pricing rules in
Mongolia
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Michael Ahern

Partner, Leader of Tax and Legal

Services, Eurasia The Ministry of Finance and the Mongolian Tax Administration (“MTA”)

michael.ahern@kz.pwe.com have developed regulations strengthening the current transfer pricing
(“TP”) rules.

Tsendmaa Choijamts

Executive Director, Tax Services The new regulations define the covered transactions more specifically,

tsendmaa.choijamts@mn.pwc.com introduce the tools for analysing TP, determine TP documentation,

stipulate the reporting requirements and establish other important rules.
Maryna Tarnavska
Manager, Tax Services
tarnavska.maryna@mn.pwc.com

The major issues include:

TP Methodology
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WWW.pwc.com/mn The Methology includes the following

The previous Methodology for setting benchmark prices* (in force since
2007) was replaced by the new Methodology*, which now became publicly
available. The new Methodology establishes detailed rules based on the
OECD’s TP Guidelines for Multinational Enterprises and Tax
Administrations.

Scope of TP regulations (covered transactions)

This Alertis produced by PwC Tax TMZ LLC. The « TP rules will apply to virtually all types of transactions between
material contained in this alert is provided for general .
related parties.

information purposes only and does not contain a
comprehensive analysis of each item described.
Before taking (or not taking) any action, readers
should seek professional advice specific to their .. . .
situation, No liabillty is accepted for acts or omissions + The definition of ‘related parties’ refers to Article 48 of the General
taken in reliance upon the contents of this alert. Tax Law, Article 11 of the Corporate Income Tax Law and Article 9 of

relevant double tax treaties ratified by Mongolia:

Definition of “related parties”

© 2017 PricewaterhouseCoopers Tax TMZ LLC. All . el . .
rights reserved. In this document, “PwC” refers to > The current definition of related parties in the Corporate

PricewaterhouseCoopers Tax TMZ LLC, which is a Income Tax Law is limited to vertical participation in
fi f Pri h | i | . . s . . .
rL“.er.“ber irm of PricewaterhouseCoopers Internationa shareholding, dividend distributions or management of 20%
imited, each member firm of which is a separate
legal entity. and more.
> However, the General Tax Law set a broader definition of

related persons for TP purposes, which-wirtaally includes
_L almost all persons authorized to directly and indirectly

participate in management, control and property rights of any
foreign and Mongolian legal entities.

ch *Approved by the Ordinance of the Minister of Finance No. 86 of April 2007
*Approved by the Ordinance of the Minister of Finance No. 353 of 24 December 2015
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TP concepts

Basic TP concepts commonly used in
internationally recognised practice will be
introduced, including: comparability analysis,
internal and external comparables, economic
benefit, etc.

TP methods

Similar to the OECD’s TP Guidelines for
Multinational Enterprises and Tax
Administrations, there will be five methods for
TP analysis:

> Comparable uncontrolled price method
> Cost plus method

> Resale method

> Profit split method

> Transactional net margin method

The previous TP rules established only the
first three methods (so-called “traditional
transaction methods”) from the above list.

Any of the five methods can be used following
the most appropriate method approach i.e.,
that provides the best estimation of an arm’s
length result in each particular case.

TP documentation and reporting
requirements

TP documentation

TP documentation will need to be maintained
for all transactions subject to TP rules and
should be presented to the tax authorities on
their request within 20 working days.

TP reporting

*Approved by the Ordinance of the Commissioner No. A/96 of 28 April

2017

All affected taxpayers should file a report on
covered transactions on a semi-annual and
annual basis.

The format of the report was introduced by
the MTA’s General Department of Taxation
(Form XXM-01)*, and the first reporting must
be done from the second quarter 2017.

-

pwc

+ The TP report includes the following:

>
>

information about related parties;

information about the related-parties’
transactions;

amount of income (profit) and/or
expenses related to the covered
transaction, its profitability;

TP method(s) applied for the covered
transactions;

list of comparable entities used for a
benchmarking study;

information about recent restructuring
of the group (if any);

information about changes in
ownership (if any).

Clearly, the MTA is now focused on TP. Businesses
with related-party transactions will need to be
treated with extreme attention given the increased
TP requirements.
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OHaxyy magaannuir PwC Takc TM3 XXK-aac
6anTracaH 6GonHo. 3H3 M3agsanang  Gartcad
mMatepuan Hb 36BXOH EpeHXUI  M3IO3NMUIAH
3opuynTTan Gereep 9H3A TycracaH acyyaan
6ypasp OnoH TanblH , Lory  LUMHXMWIC3H
M343NMMIAr aryynaaryn 6GonHo.AnuBaa ywingan
XWX (YN YWANA3X)-93C ©MHe YYHWIAr yHLWWUr4 Ta
eepuiiH Hexuen 6anpgang TOXMPCOH TycrawncaH
MIPraXnuinH 3eBrneree asax Hb 3YWTIN.OHI
M3O33MMUIAH aryynrbir  alumrnacaH ymngan,
angjaa xuianaac rapax anueaa xapuyunarbir 6ug
xapuyuaxryin 6onHo.

© 2017 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.
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YHO unwadicyyasa- =

Caneuiin Aam 60aon Tameapwvin epenxull 2a3ap (TEI@)-aac eneezuiin yH3
wwwrcyyrsam  (YIID-uitn xyyas moesmoomdcuile catipyyaax 30punzoop
sHcypam 60108cpyyAaH 2apaanaa.

DHAXYY WUHD HYPAMO XamMaapax axcun 2ytinesde HapulleuaaH mooomeaoxic,
YIIT-uiin  wuM@cunessHull  apea xapaecautie maxuayyyaau, YII-uiin
bapummxcyyaarm 6040H mailiazHax waapoaazvle moodopxolnox 33pae
6ycad uyxan syilacutie xampyyacau 6aiiHa.

Bud ye smcypmuin 201 acyyoavie dapaaxu baiidaaap maHuauyyaxc 6aiima.

YIII —miiH aprausiai

OMHe Hp rapracaH ‘Kummr yH3 X3p3mIdxXx aprawiar (2007 OHOOC
YHUJTYMIICOH) 66pWIeT/ieH , INWHD aprawiajg rapcaH 6a yyHTSU OJIOH HUUT
TaHwInax 6osHo. [IuHs apraunan Hb D3XAXB-bIH YHIICTIH JAMHACAH Ak
axydH HOMK OOJIOH TaTBapblH aj0aHj 30pHUYJICAH VHDY IIWJDKYYJISJITHHH
3aaBapTall HUWIICOH HAPHWHH acyyJUIyyJbIT TyCra)k 6rceH. Aprausiabr
TaHWILYYJI0aT:

YIIT —uiin 3oxuyyyaaamsii yap xypas ( xampazocan axcun
2yiLeaa)

+  YUI-uiiH 30XUIyyIaIT Hb XapHJIIaH XaMaapaJITaid 3TTIdAYYAUNH OyX
TOPJIUHH KU TYHIT99H/ YHIINITHS.

Xapuayan xamaapaarmait 3mz2320 (XX9)-uitH modopxoirioam

¢ XX39 roaruiir TEX-uitn 48 pgyraap 3y, AAHOATTXyymuiia 11
JyT23p 3yHi, JlaBxap TaTBapblH TAPASHUH Q AYTI3p 3YHII3P TYC TyC
TOOPXOMJICOH Oaiimar:

> Opmooruith  AAHOATTX-utiH XX3-uUHH TOAOPXOUJIOITOOD
30BX6H 00c00 OYTIIMIH XyBbllaa 333MIIUJIT, HOTZOJ AlIuT,
VAUPJIATBIH 20 GOJIOH TYYHD3C A3 XYBUUH OPOJIIIOOTOH 601
XIMOIBH XsA3raapsacaH 6aiaar.

> I'scon xopuiit u TEX-p YII-uiim 3opwiroop XX3J-uitH
TOJIOPXOMJIOJITBIT ©PTeH Xyp33T3H TycraH MOoHrosn YJIChIH
00JI0H Tajlaaj yJIChIH ajJlMBaa XyyJIUUH 3TrI3QUUH yAUpAJara,
XAHAIT OOJIOH 571 XepeHTUHH 3pX5/ Hb mIyyn 6a mryya Oycaap
OPOJIIIOX BPXTAU STIIIAMUT XAIHD XOMIICIH Oati/iar.

¥2007 oHblL 4 capvin Caxeutin cailldvin 86 moom mywaanaap 6amancau

¥2015 OHbL 12 Qy2aap capviH 24-Hul edpuiii Caneuiin cailidvin 353 moom mywaanraap
6amancax
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YIII-uiin y324 6apummaan
+  YII-wmitH TaiinaH gapaaxyu M3A33JUIHNAT
aryyJicaH:

« OJyioH yJCBIH TPAKTUKT X3PATJINK Oyl
XaplyyJicaH IIWHXWIT33, razaajsi , J0TOO0J
XapbIlyyJiaj, SAUWH 3aCTUHH YP allluT '9X MAT > XXI-uilH M3I35J1571
oitrontyyabir 6arraaxk YII-uitH rosn y3am

XXD-uiH aXXuJ1 TYHITI2HUH TyXal M3/133131
0apUMTJTAJIBIT HIBTPYYJ/IOH TAaHUJIIYYJICAH.

. ASKWJT TYHAT32HUE opJIoro (almr), 3apAJIbIH
YIII-uith apzayyod Y N P ( ), 3apA

JIYH , aIlIurT baiasn
« 93XAXDB-bIH YHA3CTIH JaMHACAH &K aXyHH

Ackwn ryirasHy amuriaacad YII-uiie apryyz
HAT?K OOJIOH TaTBapbIH aJI0AH/] 30PUYJICAH YHD

IMHDKYYIISJITANH 3aaBpbid anua YII —uitH > JKuumr yHd/ auriaacaH xapblyysican AAH-
IMUHXWITI3HUH 5 apraTai 6aiiHa: HWH Xarcaaar
> Xapbllyy/arjax yHHIHH apra > T'pynmbiH OyTIUITH 6HEeOTUIH 66 PUJISITUIH
TyXal M333J131
> OpTer A35p HAM3X apra
. > OMWIeIMUH 66 PUISJITUHH TyXall M3/133J13J1
> dampkyysaH 60pJyysiax YHUIH apra
» Amwur xyBaax apra
. " . MoHroJIBIH TaTBapblH anba YHY IIWDKWITHHH
> AW TYWIT35HUN I[9BAP alTuHH .
. acyyilasJi HX99X59H aHXaapasl XaHAyy/Dk OaliHa.
TYBIIMHTUHH apra . . o
XX9-ulH aXXus ryiiras 6yxuil Ou3Hec SpxIIsTdusg
«  Omuex YIII-uiiH )KypaM Hb A339PX KarcaajThlH YII-uiiH maapjyiara eHAepcek OyH acyyJJIbIT

36BX6H DHXHUH 3 apreir (YIaMIKIAAT aXKui OMJITOH, Malll caliH M3/197K 0aiiX Hb 30XKMCTOH.
TYWIT35HUH apryya) TycracaH baricaH.

+ JIPopXyd 5 aprblH ajlb TOXUPOMIKTOUT COHIOH
aBY amwuriak 6010x 6a eepeep X301 TyXaH
TOXHOJIJIOJIJT TOXUPOMIKTON aprbil' COHTOH aB4
CyHracaH TapblH 3apuMaapxy XaMTUHH CaiiH
YHHUHT TOITOOHO I'SCOH YT IOM.

YIII- uitH GapuMT:KYyJIaaT 6a TaiiylarHax
maap/ajaara

YIIT-uitn 6apummicyyaaam

« YII-uiiH 30XUIyyJIaaTa]] Xamaapax OyX aKu
TYHIT35HUN OapuUMTYYABIT YHIA9H, OGairax
maap/iaratail 6a TaTBapblH ajba IIaapJicaH
TOXUOJIIOJIT 20 Q@XKJIBIH OAPUHH J0TOP
0apHUMTYYABIT TAPTaXK 6TOX ECTOMU.

YIII-uith maitwaznax

« YII-x xamaapasiTail TaTBap TeJIOTYUJI Xarac
060JI0OH OYTOH IKWIZD QXKW TYHIr33TI3
Taargax €cToi.

- Tamimarmax wmaarryyn (masarr  XXM-01)
TatBapeiH Epenxuii I'azpaac Gatsiaryican 6a
2017 OHBl 2 JAyraap YJIWpJjiaac 3XJI9H

TaljarHax yyparrau 60JIHO.
*2017 OMbL 4 0y223p capbii 28-Hut e0pulii TEI-biH 0apebti A/96 moom|
mywaanagp.6amancan
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