CONVENTION BETWEEN THE GOVERNMENT OF MONGOLIA AND THE
GOVERNMENT OF THE UNITED KINGDOM OF GREAT BRITAIN AND
NORTHERN IRELAND FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES
ON INCOME AND CAPITAL

The Government of Mongolia and the Government of the United Kingdom of
Great Britain #nd Northern Ireland;

Desiring to conclude a Convention, for the avoidance of double taxation and
the prevention of fiscal evasion with respect to taxes on income and capital and
with a view 10 promoting coonomac co-operation between the two countries;

Have agresd as follows:

ARTICLE1
Personal scope

This Convention shall apply to persons who are residenis of one or both of the
Contracting Stales.

ARTICLE 2

Taxes covered

(1) This Convention shall apply to taxes on income and on capital imposed
on behalf of a Contracting State, irmespective of the maniner in which they are
levied.

(2) ‘There shall be regarded a5 taxes on income and on capital all tanes
imposed on total income, on total capital, or on clements of income ar of capital,
including taxes on gainsfrom the alienation of movable or immovable property and
taxes on the total amounts of wages or salanies paid by enterprises, as well as taxes
on capital appreciation.

(3} The existing taxes to which this Convention shall apply are:
(a) in thecase of Mongolia:

(i) the individual income Lax;

(i) the corporlie income Lax;
(hereinafier referred 1o as *Mongolian tax®);




(b) in the case of the United Kingdom:
(1) the income tax;
(i) the corporation tax; and
(iii) - the capital gains tax;

(hereinafier referred 10 as *United Kingdom tax”™).

{4) This Convention shall apply also 1o any identical or substantially similar taxes
which are imposed afier the date of signature of this Convention in addition to, or in place
of, the existing taxes referred to in paragraph (3). The competent authorities of the
Contracting States shall notify each other of any significant changes which have been made
in their respective taxation laws within a reasonable period of time afier such changes.

ARTICLE 3
General definitions
(1) For the purposes of this Convention, unless the contexi otherwise requires:

(2) the term "United Kingdom" means Great Britain and Northern Ireland,
including any area outside the territorial sea of the United Kingdom which
in accordance with international Law has been or may hereafier be
designated, under the laws of the United Kingdom conceming the
Continental Shelf, as an area within which the rights of the United
Kingdom with respect to the sea bed and sub-soil and their natural
respurces may be exercised;

the term "Mongolia”™ means when used in a geographical sense all the
termitory of Mongolia;

{c) the term “national™ means:

(i)  in relation to the United Kingdom, any British citizen, or any
British subject not possessing the citizenship of any other
Commonwealth country of territory, provided he has the right
of abode in the United Kingdom; and any legal person,
partnership, association or other entity deriving its status as
such from the law in force in the United Kingdom;

in relation to Mongolia, any individual possessing the
nationality of Mongolia and any legal person, partnership of
association deriving its status as such from the laws in force 1o
Maongolia;
{d) the terms "a Contracting State* and “the other Contracting State™ mean the
United Kingdom or Mongolia, as the context roguires;




the term "pérson” comprises an individual, a company and any other body
of persons, but subject to paragraph (2) of this Article does not include a
pannership;

the term “company” meansany body corporaie or any entity which is
treated as 3 body corporate for tax purpases,

the terms “enterprise of a Contracting State® and "enterprise of the other
Coatragting State” mean respectively an enterpnise carmed on by a resident
of 2 Contracting State and an enterprise carmied on by a resident of the
other Contracting Staie;

the term “international traffic” means any transport by a ship, aircraft,
road vehicle or railway opéraled by an enterprise of a Conlracting State,
except when the ship, aircraft, road vehicle or rallway is operated solely
between places in the other Contracting Stale;

the term "competent authority” means, in the case of the United Kingdom,
the Commissioners of Inland Revenue or their authorised representative,
and, in the case of Mongolia, the Minister of Finznce-or his authorised
representalive.
{2) A pannership which is treated as a taxable unit under the laws of Mongolia shall
be treated asa person for the purposes of this Convention.

(3) Where, under any provision of this Convention, a partnership'is entitled, as 2
resident of Mongolia, to exemption from tax in the United Kingdom o8 any income or
capital gains, that provision shall not be construed as restricting the right of the United
Kingdom 1o tax any member of the parinership who is a resident of the United Kingdom on
his share of such income or capital gains; but any such income or gains shall be treated for
the purposes of Article 24 of this Convention s income or gains from sources in Mengolia,

(4) As regards the application of this Convention by a Contracting State any lerm
not defined therein shall, unless the context otherwise requires, have the meaning which it
has under the laws of that Contracting State concerning the taxes to which this Convention
applies.

ARTICLE 4

Residence

{1} For the purposes of this Convention, the term “resident of a Contracting Sw.c'_
means any persof who, under the laws of that $taie, is Nable to tax therein by reason of his
domicile, residence, place of management, place of incorporation or any other criterion of
a similar nature. But the tesm does not includeany person who is liable to tax inthat
Contracting State in respect only of income from sources in that State or capital situated
herein.




(2) Where by reason of the provisions of paragraph (1) of this Article an individual
is a resident of both Contracting States, then his status shall be determined in accordance

{a) he shall be deemed to be a resident of the Contracting State in which he
has a permanent home available to him; if he has a permanent home
available to him in both Contracting States, he shall be deemed to be a
resident of the Contracting State with which his personal and economic
relations are closer {centre of vital interests);

if the Contracting State in which he has his centre of vital interests cannot
be determined, or if be has no permanent home available to him in either
Contracting State, he shall be deemed to be a resident of the Contracting
State in which he has an habitual abode:

if he has an habitual abode in both Contracting States or in neither of
them, he shall be deemed to be'a resident of the Contracting State of which
he is @ national;

if he is a national of both Contracting States or of neither of them, the
competent authorities of the Contracting States shall sestle the question by
mutual agreement.

(3} Where by reason of the provisions of paragraph (1) of this Article a person other
than an individual is a resident of both Contracting States, then it shall be deemed to be 2
resident of the Contracting State in which its place of effective management is situated.

ARTICLE 5
Permanent establishment
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carried on.
(2) The term “permanent establishment” includes especially:

(2) a place of management;

(b) abranch;

(c) an office;

(d)  a factory;

a workshop;




() 2 mine, an oil'or gas well, a quarry or any other place of extraction of
naiural resources,

() A bulding site or construction or installation peoject constitutes a permanent
establithment only if it lasts more than [2 months.

(4) Notwithstanding the-peeceding provisions of this Article, the term " permanent
establishment™ shall be deemed not to include:

(@) | the use of facilities solely for the purpose of storage, display or delivery.of
goods or merchandise belonging toithe enterprise;

i)  the mamtenance of i stock of goods or merchandise belonging to the
enterprse solely for the purpose of storage, display or delivery;

{c) the mantenance of a stock of goods or mierchandise belonging to the
emterprise solely for the purpose of processing by another enterprise;

{d) the maintenance of a fixed place of business solely for the purpose of
purchasing goods or merchandise, or of collecting information, for the
enlerprise;

the maintenance of a fixed place of business solely for the purpose of
carrying on, for the enterprise, any other activity of a preparatory or
auxiliary character;

the maintenance of 4 fixed place of business solely for any combination of
activities mentioned in sub-paragraphs (a) to (e) ¢f this paragraph,
provided that the overall activity of the fixed place of business resulting
from this combination is of a prepazatory or auxiliary character,

(5) Notwithstanding the provisions-of paragraphs (1) and (2) of this Articls, where a
person - other than an agent of an indépendent status to whom paragraph (6) of this Article
applies - is acting on behalf of an enterprise and has, and habitually exercises, in a
Contracting State an authority 1o conclude contracts on behalf of the enterprise, that
enterprise shall be deemed 10 have a permanent establishment in that Contracting State in
respect of any activities which that person undertakes for the enterprise, unless the activities
of such person are limited to those mentioned in paragraph (4) of this Article which, if
exercised through a fixed place of business, would not make this fixed place of business a
permanent establishment under the provisions of that paragraph.

(6) An enterprise shall not be deemed to have a permanent establishment in a
Contracting State merely because it carries on business in that State through a broker,
general commission agent or any other agent of an independent status, provided that such
personsare acting in the ordinary course of their business. However, when the activities of
such an agent are devoted wholly or almost wholly on behalf of that enterprise and the
trantections between the agent and the enterprise are not made under arm's length




conditions, he shall not be sofsidered 1o be an agent of an independent status within the
meaning of this paragraph:

(7). The fact that a company which is a resident of a Contracting State controls or s
controfled by 2 company which 15 2 resident of the other Contracting State, or which carmies
an business in that other State (whether through a permanceat establishment o othierwise),
shall not of itself constitute cither company a permanent cstablishment of the other,

ARTICLE &
Income from immovable propery

(1} Income derived by a residentof & Contracting State from immovable property
{including income from agricultre of forestry) situsted in the other Contracting State may
be taxed mn that other State,

(2) The term “immovable property” shall have the meaning which it has under the
law of the Contracting State in which the praperty in question is situated. The term shall in
any case include property accessory to immovable propenty, livestock and equipment used
in agriculture and foresiry, rights 1o Which the provisions of general law respecting landed
property apply, usufruct of immowablé property and rights 1o variableor fixed payments as
consideration for the working of, or the right to work, minesal deposits, sources and other
natural resources; ships, aircraft, and railway and road vehicles shall not be regarded as
immovable property.

(3) The provisions of paragraph (1).of this Article shall apply to income derived
from the direct use, letting, or useiin-any other form of immovable property.

(4) The provisions of paragraphs (1) and (3) of this Article shall also apply 10 the
income from immavabie property of an enterprise and to.mcome from immovable property
used for the performance of independent personal Serviess,

ARTICLE 7
Business profils

(1) The profits of an enlerprise of a Contracting Staie thall be taxable only in that
State unless the enterprise carrics on business in the other Contracting State through a
permanent establishment situated therein. If the enterprise carries on business as aforesud,
the profits of the enterprise may be taxed in the other State but only so mach of them as is
attributable o that permanent establishment.

(2) Subject to the provisions of paragraph (3) of this Article, where an enterprise of
a Contracting State earnies on business in the other Contracting State through a permanent
establishment situated therein, there shall in each Contracting State be attributed to that
permancal establishment the profits which il might be expecied 10 make if it were a distinct
and separate enterprise engaged in the same or similar activitics under the same or similar




mndit_im:; and dealing wholly in@ependently with the enterprise of which it is a permanent
gsiablishment.

{3)._ In'determining the profits of a permanent establishment, there shall be aliowed
as geduetions expenses which are incurred:for the purposes of the permanent estahizshment,
including a reasonable allocation of exggutive and general administrative expenses incurred
for the purposes of the enterprise as.a whole, whether in the Contracting State in which the
permanent establishment i situated or elsewhere.

(4) Insofaras if has been customary in a Coatracting State 1o determine accordipg e
its law the profits to be atinbuted to a permanent éstablishment on the basis of an
apportierimient of the total profits of the enlerpnse to its various pans, nothing in
paragraph (2) of this Article shall prechude that Contracting State from determining the
profits to be taxed by such anapporionment as may be customary, the method of
apportionment adopted shall, however, be such that the result shall be in accordance with
the principles contained in this Article.

{5) .« No profits shall be attributed to 2 permanent establishment by reason of the mere
parchase by that permanent establishment of goods or merchandise for the enterprise.

{6} For the parposes.of the preceding paragraphs, the profits 10'be attnibuted 1o the
permanent establishment skal) be determined by the same method vear by year unless there
15 good and sufficient rexson to the contrary.

(T) . Where the profits include items of income which are dealt with separately in
other Articles of this Convention, then the provisions of those Articles shall net be affecied
by the provisions of this Article.

ARTICLE 8

International transport

(1) Profits of an enterprise of a Contracting State from the operation of ships,
wircraft, road vehicles or railways in international traffic shall be taxable only in that State.

{2) For the parpases of this Article, profits from the pperation of ships, aircraft,
road vehicles of milways in international traffic include:

{2) income from the rental ona barchoat basis of ships, mireraft, or faillway or
rcad vehicles; and

{(b) profits fiom the use, maintenance or rental of continers (including trailers
and related equipment for the transport of contiiners) used for the transport
of "goods or merchandise;

where suich rental or such use, maintenanse o fental, as the case may be, is incidental 10
ihe operation of ships, aircraft, rosd vehicles or railways in internatiogal traffic.




(3)  The provisions of patagraphs (1) and (2) of this Article shall alo apply |
profits from the participation ina pool, a joint business or an international ‘H”?’n:

agency, but only to 5o 'much of the profits so derived as is attributable to the participant in
proportion 1o jts share in the joint operation,

ARTICLE Y
Associated enterprises

(1) Where

(3) an enterprise of a Contracting Stike participates directly or indirectly in the
management, conlrol of capital of an enterprise of the other Contracting
Staie; or

the same pertons participate directly or indirectly in the management,
control or capital of an enterprise of & Contracting State and an enterprise
of the other Contracting Stae;

and in either case conditions are made af imposed between the two enlerprises i ther
commercial or financial relations which differ from those which would be made between
independent enterprises, then any profits which would, but for those conditions, have
accrued to one of the enterprises, may be included by a Contracting State in the profits of
that enterprise and taned accordingly.

(2) . Where a Contracting State includes in the profits of an enterprise of that State -
and taxes accordingly - profits on which an enterprise of the other Contrasting Siate has
been charged 1o tax in that othér State and the profits so included arg profits which would
have accrued 1o the enterprise of the first-mentioned State if the conditions made between
the two enterprises had been those which would have becn made between independent
enterprises, then that other State shall make an appropriate adjustment to the amount of the
tax chargied therein on those profits. In determining such adjustment, due regard shall be
had o the other provisions of this Convention and the competent authorities of the
Contracting States shall if necessary consult each other.

ARTICLE 10
Dividends

1) Dividends paid by a company which is a resident of a Contracting Staie 1o a
resident of the other Contracting State'may be taxed in that other State.

(2) However, gach dividends may also be taxed in the Contracting State of which
the company paying the dividends is a resident and acconding to the laws of that State, but




ARTICLE 17
Artistes and sportsmen

(1) Notwithstanding the provisions of Article 14 and Article 15 of this Convention,
income derived by a resident of a Contracting State as an entertainer, such as a theatre,
motion picture, radio or television artiste, or a musician, or as a sportsman, from his
personal activities as such exercised in the other Contracting State, may be taxed in that
other State. ;

(2) 'Where income in respect of personal activities exercised by an entertainer or a
sportsman in his capacity as such accrues not to the enteriainer or sporisman himself but to
another person, that income may, notwithstanding the provisions of Aricles 7, 14 and 15
of this Convention, be taxed in the Contracting State in which the activities of the
entertainer or sportsman are exercised.

(3) Notwithstanding the provisions of paragraphs (1) and (2) of this Article, income
derived from activities performed in a Contracting State by an artiste or sportsman shall be
taxable only in the Contracting State of which the artiste or sportsman is a resident if the
visit to the first mentioned Contracting State is wholly or substantially supported by public
funds of one or both of the Contracting States or of political subdivisions or local

ARTICLE 18

Pensions

(1) Subject to the provisions of paragraph (2) of Article 19 of this Convention,
pensions and other similar remuneration paid in consideration of past employment to a
resident of a Contracting State and any annuity paid to such a resident shall be taxable anly
in that State.

(7) Notwithstanding the provisions of paragraph (1) of this Article, pensions paid
and other similar payments made by the Government of a Contracting State or political
subdivision or a local authority thereof under a public scheme which is part of the social
security system of that Contracting State shall be taxable only in that Contracting State.

(3) The term "annuity” means a stated sum payable to an individual periodically at
stated times during his life or during a specified or ascertainable period of time under an
obligation to make the payments in retum for adequate and full consideration in money or
money's worth.

ARTICLE 19
Government service

(1) (2) Remuneration, other than a pension, paid by a Contracting State or a
political subdivision or a local authority thereof to an individual in respect




(2) However, such imleres: may 2lso be taxed in the Contracting State in which it
arises and according to the laws of that State, but if the recipicnt s the beneficial owner of
the interest the tax so charged shall not exceed 10 per cent of the gross amount of the
interest.

{3) Notwithstanding the provisions of paragraph (2) of this Article, where interest is
paid 1o a bank carrying on a bona fide banking business which is 2 resident of the other
Contracting State and is the beneficial owner of the interest, the tax charged in the
Contracting State in which the interest anses shall nof exceed ?pﬂ'cﬁl!-ﬂflh:gmﬁ
amount of the intercst,

(4 “The term “interest” as used ia this Article means income from debt-claims of
every kind, whether or not secured by mortgage and whether or not carrying a right to
participase in the debtor's profits, and in particular, income from government securities and
income from bonds of debentures. The term interest shall G0t include any item which is
treated as a dividend under the provisions of Anticle 10ef this Convention,

(5) - The provisions of paragraphs (1), (2), (3}, (12) and (13) of this Aricle shall not
apply if the beneficial owner of the interest, being a resident of a Contracting State, carries
on business in the other Contracting Staie in which the interest arises, Through a permanent
establishment situated therein, or performs in that other Stale independint personal services
from a fixed base situated therein, and the debi-claim in respect of which the interest is
paid is effectively connected with such permanent establishment or fixed base, In such case
the provisions of Article 7 or Article 14 of this Convention, as the case may be, shall
apply.

(6) Interest shall be deemed to arise in a Contracting State when the payer is that
State itself, a political subdivision, a local authority or a resident of that State. Where,
however, the person paying the inlerest, whether he isa resident of a Contracting State or
not, has in a Contracting State a permanent establishmént or a fixed base in coanection with
which the indebiedness on which the interest is paid was incurred, and such interest is
botne by such permanent establishmentor fixed base, then such interest shall be deemed 1o
anise in the State in which the permanent establishment or fixed base is sifuated.

(7) Where, by reason of a special relationship between the payer and the beneficial
owner of between both of them and some other person, the amount of the interest paid
exceeds, for whatever reason, the amount which would have been agreed upon by the payer
and the beneficial owner in the absenoe of such relationship, the provisions of this Agticle
shall apply only to the last-mentioned amount of interest, In such case, the exoess part of
the payments shall remain taxable according 1o the laws of each Contracting State, due
regard being had 1o the other provisions of this Conventian.

(8) Any provision in the laws of cither Contracting State relating only to interes!
paid 10 a non-resdent company shall not operaté &0 a8 1o require such interest paid 104
company which is a resident of the other Comtracting State 10 be treated as a digtribution or
dividend by the company paying such interest. The preceding sentence shall not apply o
iiterest paid 1o 2 company which i a resident of one of the Contracting $tates in which




more than 50 per cent of the voting power is controlled, directly or indirectly, by a person
or persons who are residents of the other Contracting State,

(9) The relief from tax provided for in paragraph (2) of this Article shall not apply
if the beneficial owner of the interest;

(a) s exempt from tax on such income in the Contracting State of which he is
a resident; and

{b) sells or makes a contract to sell the holding from which such interest is
derived within three months of the date on which he acquired that debt-
claim.

{10} The provisions of this Article shall not apply if it was the main purpose or one
of the main purposes of any person concerned with the creation or assignment of the debt-
claim in respect of which the interest is paid to take advantage of this Anicle by means of
that creation or assignment.

(11) Notwithstanding the provisions of paragraph (2) of this Article, interest arising
in a Contracting State shall be exempt from tax in that State if it is derived and beneficially
owned by the Government of the other Contracting State or a local authority thereof.

(12) Notwithstanding paragraphs (2) and (3) of this Article, interest anising in
Mongolia which is paid to and beneficially owned by a resident of the United Kingdom
shall be exempt from tax in Mongolia if it is paid in respect of a loan made, guaranteed or
insured, or any other debt-claim or credit guaranteed or insured by the United Kingdom
Export Credits Guarantee Department.

(13) Notwithstanding paragraphs (2) and (3) of this Article, interest arising in the
United Kingdom which is paid to and beneficially owned by a resident of Mongolia shall be
exempt from tax in the United Kingdom if it is paid in respect of a loan made, guaranteed
or insured, or any other debi-claim or credit guaranteed or insured by the Trade and
Development Bank of Mongolia,

ARTICLE 12
Royalties

(1) Royalties arising in a Contracting State and paid to a resident of the other
Contracting State may be taxed in that other State,

(2) However, such royalties may also be taxed in the Contracting State in which
they arise and according to the laws of thal State, but if the recipient is the beneficial owner
of the royalties the tax so charged shall not excesd § per cent of the gross amount of the

royalties,

(3) The term "royalties™ as used in this Article means payments of any kind
received as a consideration for the use of, or the right to use, any copyright of literary,




artistic or scientific work (including cinematograph films, and films or tapes for radio or
television broadcasting), any patent, trade mark, design or model, plan, sacret formula or
process, of for information (know-how) concerning industrial, commercial or scientific
EXpETIEnCE,

{4) The provisions of paragraphs (1) and (2) of this Article shall not apply if the
beneficial owner of the royalties, being 2 resident of a Contracting State, carries on
business in the other Contracting State in which the royalties arise, through a permanent
establishment situzted therein, or performs in that other Stale independent personal services
from a fixed base situated therein, and the right or property in respect of which the
royalties are paid is effectively connected with such permanent establishment or fixed base.
In such case the provisions of Article 7 or Article 14 of this Convention, as the case may
be, shall apply.

(5) Royalties shall be deemed 1o arise in a Contracting State where the payer is that
State itself, a political subdivision, 2 local authority or a resident of that State. Where,
however, the person paying the royalties, whether he is a resident of a Contracting State or
not, has in a2 Contracting State a permanent establishment or fixed base in connection with
which the obligation to pay the royalties was incurred, and such royalties are borne by such
permanent establishment or fixed base, then such royalties shall be deemed to arise in the
Contracting State in which the permanent establishment or fixed base is situated,

(6) Where, by reason of a special relationship between the payer and the beneficial
owner or between both of them and some other person, the amount of the royalties paid
exceeds, for whatever reason, the amount which would have been agreed upon by the payer
and the beneficial owner in the absence of such relationship, the provisions of this Article
shall apply only to the last-mentioned amount. In such case, the excess part of the
payments shall remain taxable according 10 the laws of each Contracting State, due regard
being had to the other provisions of this Convention.

(T) The provisions of this Article shall not apply if it was the main purpose or oné
of the main purposes of any person concerned with the creation or assignment of the rights
in respect of which the royalties are paid to take advantage of this Article by means of that
creation of assignment.

ARTICLE 13
Capital gains

(1) Gains derived by a resident of a Contracting State from the alienation of
immovable property referred 1o in Article 6 of this Convention and situated in the other
Contracting State may be taxed in that other State.

(2) Gains derived by a resident of a Contracting State from the alienation of:

(a) shares, other than shares quoted on an approved Stock Exchange, deriving
their value or the greater part of their value directly or indirectly from
immovable property situated in the other Contracting State, of




(b) an merestina partnership or trust the assets of which consist principally
of immovahle properiy situated in the other Contracting State, or of shares
referred 10 in sub-pamagraph (a) above,

may be taxed in that other State,

(3} Gains from the alicnation of movable property forming pan of the business
property of 2 permanent establishment which an enterprise of a Contracting State has in the
other Contracting Siate-or of movable property pertaining to a fixed base availsble o a
resident of.a Comtracting State in the other Contracting State for the purpose of performing
independent personal services, including such gains from the alienation of such a permanent
establishment (alone or with the whole enterprise) or of such fized base, may be taxed in
that other State.

(%) Gains depived by a resident of a Contracting Swte from the alienation of ships or
aircrafl or railway or road vehicles operated in international traffic by an enterprise of that
Contracting State or movable property pertaining to the operation of such ships or aircraft
or rilway or road vehicles shall be taxable only in that Contracting State.

{5} Gains from the alienation of any propeny other than that reférred to in
paragraphs (1), (2), (3) and {4} of this Anticle shall be taxable-only.in the Contracting State
of which the alienatar iS 3 resident provided that those gaing are subject to tax in that
Contracting State.

(6} The provisions of paragraph (5) of this Article shall not affect the nghtof a
Contracting State 1o levy according 10its law a tax on capital gains from the alienation of
any propeny derived by an individeal who is 2 resident of the other Contracting State and
has been a resident of the first-mentioned Contracting State-at any time during the five
years immediately preceding the alienation of the properiy.

ARTICLE 14

Independent personal services

(1) Income derived by a resident of a Contracting State in respect of professional
services or other activities of an independent character shall be wxable only in that
Contracting State except in the following circumstances, when such income may also be
taxed in the other Contracting State:

{a) if he has a fixed base regularly available to him in the ether Contracting
Suue for the purpose of performing his activities: in that case, only so
much of the income as is attributable 1o-that fixed base may be taxed in
that other Contracting State; or

if his stay in the other Contracting Stae is for a period or periods
exceeding in the aggregate 183 days in the calendar year concerned; in that
case, only 50 much of the income as is derived fpom his activities




performed in that other Contracting State during that calendar year may be
taxed in that other Contracting State.

(2) The term “professional services™ includes especially independent scientific,
literary, artistic, educational or teaching activities as well as the independent activities of

physicians, lawyers, engineers, archilects, dentists and accountants.
ARTICLE 15

Dependent personal services

(1) Subject to the provisions of Articles 16, 18, 19, 20 and 21 of this Convention,
salaries, wapes and other similar remuneration derived by a resident of a Contracting State
in respect of an employment shall be taxable only in that State unless the employment is
exercised in the other Contracting State. If the employment is so exercised, such
remuneration as is derived therefrom may be taxed in that other State.

(2) Notwithstanding the provisions of paragraph (1) of this Article, remuneration
derived by a resident of a Contracting State in respect of an employment exercised in the
other Contracting State shall be taxable oaly in the firs-mentioned State if:

(a) the recipient is present in the other State for a period or periods not
excecding in the aggregate 183 days in any twelve month period
commencing or ending in the fiscal year concerned; and

(b) the remuneration is paid by, oron behalf of, an employer who is not
resident of the other State; and

(¢) the remuneration is not bome by a permanent establishment or a fixed base
which the employer has in the other State,

(3) Notwithstanding the preceding provisions of this Article, remuneration derived
in respect of an employment exercised a2board a ship or aircraft or railway or road vehicle
operated in international traffic may be taxed in the Contracting State of which the
enterprise operating the ship or aircraft or railway or road vehicle is a resident.

ARTICLE 16
Directors” fecs
Directors’ fees and other similar payments derived by a resident of 2 Contracting

State in his capacity as a member of the board of directors or similar organ of a company
which is a resident of the other Contracting State may be taxed in that other State.




of services rendered to that State or subdivision or authority shall be
taxable only in that Stae.

Notwithstanding the provisions of sub-paragraph (a) of this paragraph,
such remuneration shall be taxable only in the other Contracting State if
the services are rendered in that State and the individual is a resident of
that State who:

(i) isa national of that State: or

(i) did not become a resident of that State solely for the purpose of
rendering the services.

Any pension paid by, or out of funds created by, a Contracting State or a
political subdivision or a local authority thereof to an individual in respect
of services rendered to that State or subdivision or authority shall be
taxable only in that State.

Notwithstanding the provisions of sub-paragraph (a) of this paragraph,
such pension shall be taxable only in the other Contracting State if the
individual is a resident of and a national of that State,

(3) The provisions of Articles 15, 16, 17 and 18 of this Convention shall apply to
remuneration and pensions in respect of services rendered in connection with a business

carried on by a Contracting State or a political subdivision or a local authority thereof.
ARTICLE 20

Teachers and researchers

(1) Subject to paragraph (2) of this Article, an individual who visits one of the
Contracting States for a period not exceeding two years for the purpose of teaching or
engaging in research at 2 university, college, school or other recognised educational
institution in that Contracting State, and who immediately before that visit was a resident of
the other Contracting State, shall be taxable only in that other State on any remuneration
for such teaching or research for a period not exceeding two years from the date he first
visits that State for such purpose.

(2) Where, under the provisions of this Convention taken together with the law in
force in the other State, a teacher or researcher referred 10 in paragraph (1) of this Article
is exempt from tax in that other State on his remuneration, or is entitled to a deduction
equal 1o that remuneration in computing his lability to tax in that other State, such
remuneration shall be taxable only in the first-mentioned State.

(3) The provisions of this Article shall apply to income from research only if such
research is undertaken by the individual in the public interest and not primarily for the
benefit of a private person or persons.




if the recipient is the beneficial owner of the dividends the tax so charged shall not exoeed:

(a) 5 per cent of the gross amount of the dividends if the beneficial owner isa
company which controls, directly or indirectly, at least
10 per cent of the voting power in the company paying the dividends;

{b) 15 per cent of the gross amount of the dividends in all other cases,

This paragraph shall not affect the taxation of the company in respect of the profits out of
which the dividends are paid.

(3) _The term "dividends™ as used in this Article means income from shares, or other
rights, not being debt-claims, participating in profits, as well as income from other
corporate rights assimilated 1o income from shares by the taxation laws of the State of
which the company making the distribution is a resident and also includes any other item
(other than interest relieved from tax under Article 11 of this Convention) which, under the
laws of the Contracting State of which the company paying the dividend is a resident, is
treated as a dividend or distribution of a company.

(4) The provisions of paragraphs (1) and (2) of this Article shall not apply if the
beneficial owner of the dividends, being a resident of a Contracting Siate, carries on
business in the other Contracting State of which the company paying the dividends is a
resident, through a permanent establishment situated therein, or performs in that other State

independent personal services from a fixed base situated therein, and the holding in respect
of which the dividends are paid is effectively connected with such permanent establishment
or fixed bass, In such case the provisions of Article 7 or Article 14 of this Convention, as
the case may be, shall apply.

(5) Where a company which is a resident of a Contracting State derives profits of
income from the other Contracting State, that other State may not impose any tax on the
dividends paid by the company, except insofar as such dividends are paid 10 a resident of
that other State or insofar as the holding in respect of which the dividends are paid is
effectively connected with a permanent establishment or a fixed base situated in that other
State, nor subject the company's undistributed profits 1o a tax on undistributed profits, even
if the dividends paid or the undistributed profits consist wholly or panly of profits or
income arising in that other State.

(6) The provisions of this Article shall not apply if it was the main purpose or one
of the main purposes of any person concerned with the creation or assignment of the shares
of other rights in respect of which the dividend is paid 10 take advantage of this Article by
means of that creation or assignment. ‘

ARTICLE 11

(1) Interest arising in a Contracting State and paid to a resident of the other
Contracting State may be taxed in that other State.




ARTICLE 1
Sindents

A stident, business apprentice or trainee who is or was immediately before visiting a
Contracting State a ressdent of the other Contracting State and who 15 presenl in the first-
mentioned State solely for the purpose of his education or training shall be exempt from tax
in that first-mentionad Stalc 'on the following:

{2) paymenisdenved from sources outside that Contracting State for the purpose of
his mamicnance, cducation, study, reseanch or training; and

{® income derved from personal services performed in that Contracting State in an
amount not exceeding £1500 sierling or its equivalent in Mongolian currency in
any fiscal year:

ARTICLE 22
Other income

(1) Tems of income beneficially owned by a resident of a Coatracting State,
wherever arising. which.ane'not dealt with in the foregoing Articles-of this Convention,
other than income paid otit of trusts or the estates of decgased persons in the course of
administration, shall be taxable oaly in that State.

(3) The provisions of paragraph (1) of this Article shall not apply to income, other
than income from immovable property as defined in paragraph (2) of Article 6 of this
Convention, if the recipient of such income, being a resident of aContracting State, carmies
on business in the other Contracting State through a permanent estiblishment situated
therein, or performs in that other State independent persofial services from 2 fixed base
situated therein, and the right or property in respect of which the income is paid is
effectively connected with such permanent.establishment or fixed base. In such case the
provisions of Article 7 or Article 14 of this Convention, as the case may be, shall apply.

(3) Where, by reason of & special relationship between the paver of income under
this Article and the beneficial owner, or between both of them and some other person, the
amount of the payment exceeds, for whatever reason, the amount which would have been
agreed upon by the payer and the beneficial gwner in the absence of such relationship, the
provisiont-of this Article shall apply only to the last mentioned amount. In such case, the
excess part of the payment shall remain taxable according to the laws of each Contracting
State, due regard being had 1o the other provisions of this Convention.

{4} The provisions of this Article shall not apply if it was the main purpose of one
of the main purpases of any person concerned with the ereation or assignment of the rights
in respect of which the income is paid to ke advantage of this Article by means of that
credtion or assignmenl.




ARTICLE 23
Capital

(1Y Capital represented by immovable propenty referred to in Article 6 of this
Conventson, owned by a resident of a Contracting State and situated in the other
Contracung State, may be laxed in thal other Stte.

(2) Capital represented by movable propenty forming part of the business propesty
of 2 permanent establishment which an enterprise of a Contracting State has in the other
Contracting State-or by movable property penaining 1o a fixed base available 1o a resident
of a Contracting Stale in the other Contracting State for the purpose of performing
independent personal services, may be taxed in that other State,

(3) Capital represemted by ships or aircraft or railway or road vehicles operatad in
nternational traffic. and by-movable propeny pentaining to the operation of such ships or
aircrall or railway or road vehicles, shall be taxable only in the Contracting State in which
the profits age txable in accordance with Anticle 8'of the Convention.

(4) All other elements of capral of a resident of 2 Contracting State shall be taxable
only in that State.,

ARTICLE 24
Elimination of double taxation

(1) Subject to the provisions of the law of the United Kingdom regarding the
allowance as a credil againgt Unnied Kingdom tax of tax payable in'a territory outside the
United Kingdom (which shall ot affect the general principle hereof):

(a) lan tax payable under the laws of Mongolia and in accordance with
:li?gmmﬁm. whether directly or by deduction, on profits, income or
chargeable gains from sources within Mongolia (excluding in the casé of 2
dividend, tax payable in respect of the profits out of which the dividend is
paid) shall be allowed as a credit againgt any United Kingdom tax
computed by reference 1o the same 13, income of chargeable gains by
reference t0 which the Mongolian tax is computed;

in the case of a dividend paid by company which is a resident of Mongoli
o & company which is a resident of the United Kingdom and which
controls directly or indirectly a1 Jeast 10 per cent of the voting power in
the company paying the dividend, the credit shall take into account (in
addition to any Mongolian tax for which credit

provisions of sub-paragraph (a) of this parag

paysble by e company in respect of the

dividénd s paid.

(2) Where a resident of Mongolia derives income from the United Kingd
amount of tax that is payable in the United Kingdom in accordance with the provisions
this Conveation may be deducted from the Mongolian tax imposed on that resident.




amount of the deduction, howeyer, shall not exceed the amount of the Mongolian tax on
that income computed ia acsordance with the taxation laws and regulations of Muongolia.

(3) For the purposcs of paragraph (1) of this Article, profits, income and caphtal
gains owned by a resident of a Contracting State which may be taxed in thé -other
Contracting State in accordance with this Convention shall be deemed to arise from sources
in that other Contracting State.

(41 For the purposes.of paragraph (1) of this Article, the term "Mongolian tax
payable’ shall be deemed o include any amount which would have been payable as
Mongolian tax for any year but for a reduction of tax pranted for that YEAT OF any part
thercof as & resulf of the application of the following provisions of Mongolian law;

(2} sub - paragraph (i) of paragraph | of Article 20 of the Foreign Investment
Law of Mongolia so far as it was in force on, and has not been modified
since, the date of signature of this Convention, or has been modified only
in minor respecis s0'as not to affect its general character: or

any other provision which may subsequently be made granting a reduction
of tax which is agreed by the compatent authorities of the Contractling
States to be of a substanuially similareharacter, if it has not been modifisd
thereafter or has been modified only in minor respects 5o as nol to affect
its general character.

(3) Relief from United Kingdom tax by virtue of paragraph (4)0f this Article shall
not be given where the profits, income or chargeable gains.in respect of which tax would
have been payable but for the exemption or reduction of tax granted under the provisions
referred to in that paragraph arise or accrue more than ién years after the date on which this
Convention enters into force.

{6) The period referred 1o in paragraph (5) of this Article may be extended by
agreement between the Contratting States.

ARTICLE 25
Limitation of reliel

(1) Where under any provision-of this Convention any income is relieved from tax
in a Contracting State and, under the law in force in the other Contragting State a person,
in respect of that income, is subject 10 tax by reference to the ameunt thereof which is
remitted 1o or received in that other Contracting State and not by reference to the full
amouni thereaf, then the relief 10 be allowed under this Convention in the first-mentioned
Contracting State shall apply only to so much of the income as is taxed in the other
Contracting State.

(2) Notwithstanding the provisions of any other Anticle of this Convention, a
resident of a Contracting State who, as a consequence of domestic law concerning
incentives to promote foreign investment, is not subject 10-ax or is subject to tax at a
reduced rate in that Contracting State on income or capital gains, shall not recelve the
beneflit of any reduction in or exemption fram tax provided for in this Convention by the
other Contracting Stase if the main purpose or one of the main purposes of such resident or
& person connected with such resident was 1o obtain the benefits of this Convention.




ARTICLE 26
Menen-cl b riminsl b

(1Y Nationals of 2 Contracting Sue shall not be subjected in the other Conliracting
_ﬁah‘: 10 7w axation or any roquicement connccled therewath, which iz ather of mone
burdemsome than the taxvation and eonnecisd reguarcments to which nationals of that other

Stale 10 the same cifcumssantes, in particular with respect in residence, are or may be
subjected,

(23 The taxation on a permancnt esablithment which an enterprise of a Contracting
Sime has in the other Contracting Staréshall not be less favourably levied in that other

State than the taxanon levied on enterpriscs of that other State carmying on the same
activitics.

(3)  Exgepewhbere the provisions of paragraph (1 7of Article 9, paragraph (7) or (10)
of Articie [l o paragraph (6) or (7) of Article 2 of this Convention apply and subject to
the provisions of paragraph (8) of Article 11, amterest, rovalties and other dishursements
paxd by an enterprise of a Contractinp Stade 10 a resident of the other Contracting State
shall, for the purpose of determimng the taxable profits of such enierprise, be deductibie
under the same conditaont a8 i they had been pand 10 a resideal of the first-mentioned
Stae.

(4) , Enterpnises of a Contracting State; the icapital of which is wholly or partly
owned or controlled, directly or indirectly’. by ne or more residents of the other
Contracting Staie, shall not be subjociad in the first-mentioned Stale to.any @zation or any
requirement connected therewith wiich is other or mose burdengome thin the taxation and
connected requirements to which other similar enterpnses of the first-mentioned State are
or may be subjocted.

(5) Mothing contained in this Articke shall be construed as obliging either
Contracting State to grant 1o individuals wot resident in that State any of the personal
allowances, reliefs and reductions for tax purposes which are granied 1o individuals so
resident of o its nationals,

(6) The provisions of this Article shall apply fo-the taxes which are the subject of
this Convention

ARTICLE 27
Mutual agreement procedure
(1) Where 3 ressdent of a Contracting State considers that the actions of one of both
of the Contracting States result or will result fog M in taxation not in accordance with he

provifiont of this Convention, he may, ireypective of the remedies provided By the
domestic law of those States, presenl his cise 1o the competent authoniviof the Contracting




State of which he is a resident or, if his case comes under paragraph -|'1.:| ol Aricle 26 of
this Convention, tothat fthe Contracting State of which he is & national.

(2} The competent authorily shall endeavour, if the ohjection appears to it 6 be
Justified ad if it is not itsell able to arrive at a satisfactory solution, to resolve the cite by
mutul azreement with the competent authority of the other Contracting State, with a view
fo the avirdance of taxation not in'accordance with the Convention,

(3} The competent authonties of the Contracting States shall endeavour 10 resolve
by mutual agreement any difficulties or doubts arising as o the interpretation or application
of the Convenlion,

(4) The competent authorities. of the Contracting States may communicate with each
other directly for the purpose of reaching an agreement in the sense of the preceding
paragraphs.

ARTICLE 28
Exchange of information

(1) The competent aythorities of the Contracting States shall exehange such
information as is necessary-{or carrying oul the provisions of this Convention or of the
domestic laws of the Contracting States concerning taxes govéred by this Convention
insofar as the txation thereunder is not contrary to this'Convention , in panicular, to
prevent fraud and 1o facilitate the administration of statutory provisions against legal
avoidance. Any information received by a Contracting State shall be treated as secret and
shail be disclosed only to persons or authorities (including courts and administrative bodies)
involved in the assessment or collection of, the enforcement or prosecution in respect of, or
the determination of appeals in relation 1o, the taxes covered by this Convention. Such
persons or authorities shall use the information only for such purposes, They may disclose
the information in public court proceedings or in judicial decisions,

2} In no case shall the provisions of paragraph (1) of this Article be construed 5o as
o' impose on a Contracting State the obligation:

{a) 1o camry out administrative measures at varfance with the laws and
administrative practice of that or of the ether Contracting State;

fb) to supply information which is not obtainable under the laws or in the
normal course of the administration of that or of the other Contracting
State;

o supply information which would disclose any trade, business, industrial,
commercial or professional secret or trade process, or information the
disclosure of which would be contrary to public policy.




ARTICLE 2%

Members of diplomatic or permanent missions
and consular posis

Nothing in this Convention shall affect any fiscal privileges accorded 1o mémbers of
diploma’: - or permanent missions-0r consular posts under the general rules of imernational
law or v .cer the provisions of special agreements,

ARTICLE 30
Entry into force

Each of the Contracting States shall notify to the other through diplomatic channels
the completion of the procedunes required by its law for the bringing into foree of this
Convention. This Convenfion shall enter into force on the date of the later of these
notifications and shall thercupon have effect:

(2) in the United Kingdom;

in respect of income 1ax and capital paing tax, for any vear of
agsessment beginning on or afier 6ih April in the calendar year
next following that in which the Convention enters into force;

in respect of corporation tax, for any financial vear baginning
on or after 15t Apnil in the calendar year next following that in
which the Convention enters into force;

(b) in Mongolia:

(i) in respect of tax withheld at source, for amounts paid or
cradited on or afier 151 January i the caleadar year next
following that in which the Convention enters into

force;

in respect of other taxes, for any taxable year beginning

on or after Ist January inthe calendar year next following

that in which the Convenlion enters into force.
ARTICLE 31

Termination

This Convention shall remain in force until terminated by onc of the Contracting
Sutes. Either Contracting State may terminate the Coavention, through diplomatic
chantiels, by giving notice of termination at least six months before the end of any calendar




year beginning afier the expiry of five years from the date of entry into force of the
Convention. In such ewent, the Convention shall cease to have effect:

(a) _.in the United Kingdom:

{1} in respect of mnoome tax and capital gains tax, for any year of
asscssment beginning on or after fth April in the calendar year next
following thal in which the notice is given;

in respect of corporation tax, for any financial year beginning on or
after 13t April in the caleadar year next following that in which the
notice is given;

{b) in Mongolia:

{1} i respect of wx withheld at source, foramounts paid or credited on
of after |st January in the calendar year next following that in which
the notice is given:

in respect of other taxes, for any taxable year beginning on or after
15t January i the calendar year next following that in which the
NOGCE 15 BIven.

In witness whergof the undersigned, duly authorised thereto, have signed this
Convention.

Mongolian and English languages, both texts being equally authoritative.

For the Government of the
United Kingdom of Great Britain and
MNorhern [reland:




