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Project Title: The Project for enhancing tax collection operation and inter

Implementing Agency:

tax issues of M

Project Design Matrix

Tax A

Target Group: The General Department of Taxation (GDT)

Period of Project: 2017-2019 (36 months)
Project Site:

Model Site:

ation (Phase-2).

Version 1

Dated August 31,2017

Narrative Summary

Objectively Verifiable Indicators

Means of Verification

Important Assumption

Overall Goal

Mongolian Tax Administration in the field of
international taxation and tax collection is further
improved.

1. Detection rate of misfiling and non-filing on cross
border transaction is increased compared with that of the
project completion.

1. Audit cases, detected cases

Achievement

Remarks

2. For future amendment of relevant laws related to the
indicator 2-2 of Output 2, GDT submits revised proposal to
the Ministry of Finance based on their instruction.

2 Proposal submitted by GDT to the Ministry of Finance.

3. Tax Debt Center is not decreased or is increased
compared with that the project completion.

3. Centralized tax database at GDT.

4. (* The number of cases dealt as the self-enforcing is
increased)

4. Centralized tax database at GDT.

Project Purpose

[In the field of International Taxation]

Mongolian Tax Administration in the field of
international taxation and tax collection is reinforced.

1. The number of advanced] cases on audit of cross border
transaction submitted by trainees during the peer-review is
increased compared with that of the beginning of the
Project.

1. Results of check-list cvaluation acquired through
activity 1-7.

2. Knowledge is shared through case studies utilizing
i ion of cross border transaction collected and

accumulated during the project period.

2. Project Progress Report (PPR)

3. A proposal on amendment of laws related to the

taxation is submitted by GDT, and received by
Ministry of Financ.

[Tax Collection]

4. The number of cases dealt by the Tax Debt Call Center is
increased compared with that of the commencement of the
Center.

4. Centralized tax database at GDT.

5. Manual submitted by the Project is utilized at another
district tax office in Ulaanbaatar on a trial basis2.

5. PPR

6.(*Revenue is recognized as a result of execution of self-
enforcing)

6. Centralized tax database at GDT.

Outputs

1. Middle and advanced level knowledge and practical
skills necessary for international taxation s acquired.

1.1 Xx% of the trainces complete training for xx times.

1.1 PPR

1.2 More than xx % of trainees improve their score of the
Post-test compared with that of the Pre-test.

1.2 Results of Pre-test and Post-test collected through
activity 1-5.

Knowledge and information acquired

during

the period covered is transferred

appropriately to successors when there

1.3 More than half of the cases submitted for peer-review
reach the level of xx as a result of check-list evaluation.

1.3 Results of check-list evaluation through activity 1-7.

3. Foundation of international taxation is further
developed

2.1. International Taxation Division of Strategy and

D and Risk
Department of GDT collect and accumulate information
related to the audit on cross border transaction.

2.1. PPR

2.2. Japanese project team finalizes a proposal on future
taxation reform including establishment of source rules on
domestic source income, expansion of systems related to

tax avoidance, and pment of system for
the elimination of international double taxation.

2.3, Proposal developed by the Project

2.3. (* Regulations related to international taxation based on
the amended law are issued by GDT)

2.3. Related regulations issued.

3. Foundation tax collection is strengthened.

3.1, Function and targeted party of the Tax Debt Call 3.1 PPR
Center is reexamined.
3.2, Manual for Improvement of tax collection and its 3.2.PPR

related work is submitted by the Project, and is received by
GDT.

3.3. (* GDT issues regulations related self-enforcing, and
completes development of necessary materials including
manuals)

3.3. Related regulations issued, manuals, etc.

is personnel changes among counterpart

personnel.

Activities

Inputs

Important Assumption

[Outputl: Middle and advanced level knowledge and
practical skills necessary for international taxation is
acquired.]

The Japanese Side

The Mongolian Side

-1 Conduct a baseline survey on existing curriculum,
teaching materials, and target officers in the relevant
field

1-2 Develop human resource development plan for the
period covered of the Project.

1-3 Based on the plan developed as a result of 1-2
activity, elaborate contents of teaching materials, and
curriculums if necessary.

1-4 Conduct trainings. (Before the training is held, it is
necessary to obtain baseline data of prospective trainees
in terms of and i oni

taxation)

1-5 As a part of training follow-up, conduct a review on
utilization of knowledge and skills acquired during the
training at work.

1-6 Examine actual cases (peer-review) that trainees
encountered during the work) within a year after the
training session was held.

1-7 Reflect the review results into the human resource
development plan, and modify the plan if necessary.

1. Experts:
(1) Chief advisor (1)

(2) International ~ Taxation (2)

(3) Tax Collection (2)

(4) Project Coordinator (1)

(5) Other short-term expert if necessary

2. Training in Japan

Training in Japan for international taxation and tax
collection will be implemented once a year to enhance
and on the issues

[Output2: Foundation of international taxation is
further developed.]

2-1 Conduct periodical research and analysis of
current situation and issues of international tax audit
carried out by GDT and its management mechanism,
and make recommendation (Report should be
developed).

2-2  Conduct research and analysis of current situation
and issues of tax jurisdiction, International tax
avoidance, international dual taxation (including
transfer pricing), PE (Permanent Establishment), and
make recommendations (a proposal) for future
institutional development.

2-3  Hold a workshop and share results of the analysis
conducted in 2-1 and 2-2 activities mentioned in above,
and share it with counterparts.

among tax officers.
1. Provision of Equipment is provided

PC (60 PCs max)

1. Counterpart
GDT officer (7)

2. Office & facility

(1) Project Office (in the same building of GDT HQs)

(2) Facility

1) Internet

2) Office facility (desk, shelf, etc)
3) other necessary materials

4)Office should be air-conditioned.

5) other facilities, ie Training facility

3. Local Cost

1) Expenses related to trainings (i.c. allowance and
travelling expenses for local tax officers)

Legal environment for the International

taxatios

n is developed.

Budget and personnel for the Tax Debt
Call Center is continuously secured to

mainta

in its function. (*After

amendment laws are passed at the
Parliament)

Implementation structure for self-
enforcing is established.

Pre-Conditions

There is no drastic change in taxation

policy.

Counterpart personnel for the Project is

appoin

ted.




2-4 Introduce referential cases of Japan and related
information with regard to institutional development for
international taxation (translate relevant documents into
English and Mongolian, if required).

2-5 Provide technical support to GDT in improving
instituti through ping manuals
and referential materials.

2-6 Provide GDT technical advice regarding agenda
for meeting with the Ministry of Finance including
related legislation.

2-7 Extract issues of laws, and share them with
counternarts.

2-8 Have a meeting with counterparts regarding future
institutional development, and provide technical advice.

(Planned support afier the amendment of relevant laws
are passed by the Parliament)

29 Provide technical support to GDT in executing the
revised Law on General Taxation (including
development of necessary regulations).

——

[Output3: Foundation tax collection is strengthened.]

3.1 Conduct a survey on the current status of

izati and instituti with regard
to cases on small amount of delinquent taxes and cases
of large and difficult delinquent taxes (including a
survey on the current status of the Tax Debt Call
Center).

3.2 Extract issues to be improved based on the survey
results (3-1), and make recommendation for realizing
cfficient implementation of tax collection (a report
should be developed)

3.3 Develop an implementation plan for effective
measurement on the Tax Debt Center's operation.
3.4 Conduct effective measurement of the Center, and
extract points to be improved.
3.5 Make report to share the results of effective
measurement on the operation of the Center with
counterparts, and provide necessary support including
making recommendation
3.6 Provide technical support to GDT in improving

ion and of the Center. ( i
efficiency of internal administrative work)

3.7 Conduct a survey at tax offices on the current
status of internal administrative work and procedure,
and extract issues to be improved before making

for further imp of efficiency
(Recommendation should be summarized in a report).

3.8 Purchase and provide PCs to designated tax offices

3.9 Provide technical support to GDT in enhancing

of internal i ive work and pi
including development of manual for tax collection and
its related work.
3.10 Introduce the developed manual at a district tax
office in Ulaanbaatar on a trial basis.
3.11 Review its utilization. (including effective
measurement of internal administrative work after PC
installation)

3.12 Develop improvement plan (proposal) based on
review results. (Planned support after the amendment of
relevant laws are passed by the Parliament)

313 Provide technical support to GDT in execution of
the amended laws including support for developing
and ing public et

3.14 Provide technical support to GDT in enhancing
cfficiency of tax collection through development of
necessary documents and materials on self-enforcing.

3.15 Have a meeting with counterparts regarding future
and orovide technical advice.

<Issues and countermesures>

Major tax law reforms are ongoing now}
in Mongolia. Relating with this the self-
enforcement right, tax priority right and|
other issues which is necessary for tax|
collection are expected to introduce to|
the tax law. Once the articles aref
introduced, the flow of tax collection|
will be changed and this needs to bel
matched with the internal work flow|
such as organization systems, working|
method and job description. Carrying on
enhancement on efficiency of internall
ladministrative works, not intending the|
tax law reform may cause considerable|
amounts of extra work and confusion for|
officials.

(countermeasures) We were planing
to improve internal work efficiency with
the introduction of PC to tax offices
| After the approval of the draft bill, the
workflow will be revised and manual
will be prepared based on the amended
tax laws.
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Narrative Summary

Objectively Verifiable Indicators

Means of Verification

Important Assumption

Achievement

Remarks

Overall Goal

Mongolian Tax Administration in the field of
international taxation and tax collection is further
improved.

1. Detection rate of misfiling and non-filing on cross
border transaction is increased compared with that of the
project completion.

1. Audit cases, detected cases

2. For future amendment of relevant laws related to the
indicator 2-2 of Output 2, GDT submits revised proposal to
the Ministry of Finance based on their instruction.

3. Proposal submitted by GDT to the Ministry of Finance.

3. Tax Debt Center is not decreased or is increased
compared with that the project completion.

3. Centralized tax database at GDT.

4 (% The number of cases dealt as the self-cnforcing s
increased)

4. Centralized tax database at GDT.

Project Purpose

[In the field of International Taxation]

Mongolian Tax Administration in the field of
international taxation and tax collection is reinforced.

1. The number of advanced] cases on audit of cross border
transaction submitted by trainees during the peer-review is
increased compared with that of the beginning of the
Project.

T."Results of check-list evaluation acquired through
activity 1-7.

2. Knowledge is shared through case studies utilizing
infc ion of cross border transaction collected and

during the project period.

2. Project Progress Report (PPR)

3. A proposal on amendment of laws related to the

taxation is submitted by GDT, and received by
Ministry of Finance.

[Tax Collection]

4. The number of cases dealt by the Tax Debt Call Center is
increased compared with that of the commencement of the
Center.

4. Centralized tax database at GDT.

5. Manual submitted by the Project is utilized at another
district tax office in Ulaanbaatar on a trial basis2.

5. PPR

6.(*Revenue is recognized as a result of execution of self-
enforcing)

6. Centralized tax database at GDT.

Outputs

1. Middle and advanced level knowledge and practical
skills necessary for international taxation s acquired.

1.1 80% of the trainees complete training for 5 times.

1.1 PPR

1.2 More than 100% of trainees improve their score of the
Post-test compared with that of the Pre-test.

13" Results of Pre-test and Post-test coliected through
activity 1-5.

Knowledge and information acquired
during the period covered is transferred
appropriately to successors when there
is personnel changes among

1.3 More than half of the cases submitted for peer-review
reach the level of xx as a result of check-list evaluation.

1.3 Results of check-list evaluation through activity 1-7.

3. Foundation of international taxation is further
developed.

2.1. International Taxation Division of Strategy and
Develop I and Risk

Department of GDT collect and accumulate information
related to the audit on cross border transaction.

2.1. PPR

2.2. Japanese project team finalizes a proposal on future
taxation reform including establishment of source rules on
domestic source income, expansion of systems related to

tax avoidance, and p of system for
the elimination of international double taxation.

2.3, Proposal developed by the Project

2.3. (* Regulations related to international taxation based on
the amended law are issued by GDT)

2.3. Related regulations issued.

3. Foundation tax collection is strengthened.

3.1, Function and targeted party of the Tax Debt Call
Center is reexamined.

3.1. PPR

3.2, Manual for Improvement of tax collection and its
related work is submitted by the Project, and is received by
GDT.

3.2. PPR

3.3. (* GDT issues regulations related self-enforcing, and
completes development of necessary materials including
manuals)

3.3. Related regulations issued, manuals, etc.

personnel.

Activities

Inputs

Important Assumption

[Output1: Middle and advanced level knowledge and
practical skills necessary for international taxation is
acquired.]

The Japanese Side

The Mongolian Side

1-1Conduct a baseline survey on existing curriculum,
teaching materials, and target officers in the relevant
field.

1-2 Develop human resource development plan for the
period covered of the Project.

1-3 Based on the plan developed as a result of 1-2
activity, elaborate contents of teaching materials, and
curriculums if necessary.

1-4 Conduct trainings. (Before the training is held, it is
necessary to obtain baseline data of prospective trainees
in terms of and ience on i i
taxation)

1-5 As a part of training follow-up, conduct a review on
utilization of knowledge and skills acquired during the
training at work.

1-6 Examine actual cases (peer-review) that trainees
encountered during the work) within a year after the
training session was held.

1-7 Reflect the review results into the human resource
development plan, and modify the plan if necessary.

1. Experts:

(1) Chief advisor (1)

(2) International ~ Taxation (2)

(3) Tax Collection (2)

(4) Project Coordinator (1)

(5) Other short-term expert if necessary

2. Training in Japan

Training in Japan for international taxation and tax
collection will be implemented once a year to enhance
and ing on the desi issues

among tax officers.
1. Provision of Equipment is provided

PC (60 PCs max)

1. Counterpart
GDT officer (7)

2. Office & facility

(1) Project Office (in the same building of GDT HQs)

(2) Facility

1) Internet

2) Office facility (desk, shelf, etc)

3) other necessary materials

4)Office should be air-conditioned.

5) other facilitics, ic Training facility

3. Local Cost

1) Expenses related to trainings (i.c. allowance and

travelling expenses for local tax officers)

Legal environment for the International
taxation is developed.

Budget and personnel for the Tax Debt
Call Center is continuously secured to
maintain its function.

(*After amendment laws are passed at
the Parliament)

Implementation structure for self-
enforcing s established.




[Output2: Foundation of international taxation is
further developed.|

2-1 Conduct periodical research and analysis of
current situation and issues of international tax audit
carried out by GDT and its management mechanism,
and make recommendation (Report should be
developed).

2-2  Conduct research and analysis of current situation
and issues of tax jurisdiction, International tax
avoidance, international dual taxation (including
transfer pricing), PE (Permanent Establishment), and
make recommendations (a proposal) for future
institutional development.

2-3 Hold a workshop and share results of the analysis
conducted in 2-1 and 2-2 activities mentioned in above,
and share it with counterparts.

2-4 Introduce referential cases of Japan and related
i on with regard to instituti for
international taxation (translate relevant documents into
English and Mongolian, if required).

2-5 Provide technical support to GDT in improving
instituti through ping manuals
and referential materials.

2-6 Provide GDT technical advice regarding agenda
for meeting with the Ministry of Finance including
related legislation.

2-7 Extract issues of laws, and share them with
counterparts.

2-8 Have a meeting with counterparts regarding future
institutional development, and provide technical advice.

(Planned support after the amendment of relevant laws
are passed by the Parliament)

2-9  Provide technical support to GDT in executing the
revised Law on General Taxation (including
development of necessary regulations).

Pre-Conditions

There is no drastic change in taxation
policy.

Counterpart personnel for the Project is
appointed.

——

[Output3: Foundation tax collection is strengthened.]

3.1 Conduct a survey on the current status of
and ar with regard
to cases on small amount of delinquent taxes and cases
of large and difficult delinquent taxes (including a
survey on the current status of the Tax Debt Call
Center).

32 Extract issues to be improved based on the survey
results (3-1), and make recommendation for realizing
cfficient implementation of tax collection (a report
should be developed)

3.3 Develop an implementation plan for effective
measurement on the Tax Debt Center's operation.
3.4 Conduct effective measurement of the Center, and
extract points to be improved.
3.5 Make report to share the results of effective
measurement on the operation of the Center with
counterparts, and provide necessary support including
making recommendation.
3.6 Provide technical support to GDT in improving

ion and of the Center. (] i
cfficiency of internal administrative work)

3.7 Conduct a survey at tax offices on the current
status of internal administrative work and procedure,
and extract issues to be improved before making

ion for further impt of efficiency
( ion should be summarized in a report).

3.8 Purchase and provide PCs to designated tax offices

3.9 Provide technical support to GDT in enhancing
efficiency of internal administrative work and procedure
including development of manual for tax collection and
its related work.

3.10 Introduce the developed manual at a district tax
office in Ulaanbaatar on a trial basis.

3.11 Review its utilization. (including effective
measurement of internal administrative work after PC
installation)

3.12 Develop improvement plan (proposal) based on
review results. (Planned support after the amendment of
relevant laws are passed by the Parliament)

3.13  Provide technical support to GDT in execution of
the amended laws including support for developing
and ing public etc

3.14 Provide technical support to GDT in enhancing
efficiency of tax collection through development of
necessary documents and materials on self-enforcing.

3.15 Have a meeting with counterparts regarding future
institutional development, and provide technical advice.

<Issues and countermesures>

Major tax law reforms are ongoing now|
in Mongolia. Relating with this the self-|
enforcement right, tax priority right and
other issues which is necessary for tax|
collection are expected to introduce to|
the tax law. Once the articles are|
introduced, the flow of tax collection]
will be changed and this needs to bef
matched with the internal work flow|
such as organization systems, working]
method and job description. Carrying on|
enhancement on efficiency of internall
administrative works, not intending the|
tax law reform may cause considerable]
lamounts of extra work and confusion for|
officials.

(countermeasures) We were planing
o improve internal work efficiency with
the introduction of PC to tax offices.
After the approval of the draft bill, the
workflow will be revised and manual
will be prepared based on the amended
tax laws.




Plan of Operation Version2
Dt g 3078

Project Tite: The Project a issues of Mongolian Tax Notoring
Phan 2017 01 0
Inputs S . Remarks Issue Solution
el [ 1 [ [ v [ v Vi ViV X X [ I[N KT I I I A S O T N S T I
Expert
i = i} _NNENE]
Kenichiro Iwashita £ H u it
Toshinari Kodera i =
Mikio Taino |oEs =
Hideaki Ishiguro L) E
Mitsuru Kosaka Ly = ‘E =
Shigeo Kumakura o -
Narmandakt Sandagsuren [
Faipment
T
PC o the tax o o) o
T
[ Plan
[ Aetwr
[ Phn
et
Training T Tapan
T . =
. . »
(= International x Collecton)
Tr-coumtry Thrd country Traning
i
N Responsibic
Actviies Pan 2018 201 20| Organisation | Actievemens Isste & Countermeasures
[SubAciviies Aetual i X | X [ Xi[xu 1 [ (] v] v ] vi[vi[vii] [xu[ T[] ViV x| VL0100 apun | GOME
Gutput 1: Tax inspector gaim mi i kil Y i
Pin
1.1 Conducta baseine survey on existing curriculum, e N
{caching materials, and arget offcersinthe reevant Actual
Phn - - -
1.2 Develop human resource development plan for the SR = o | e
period covered of the Project, Actual
T3 Based on the plan developed as & esult of 12 Phan - -
acivy,claborate conents ofteaching materias, and - L - R
currculums if necessary Actust
T4 Conduct traimings (Befors he raiing s ld 17 Phan = = == =
ecessary prosp in W = - = o
s of knowledge and experience on interations! Patieat !
taxation) !
55 As 2 part of training ollow-up, conducta review on HEFHAT == - -
uilization of knowledge and skills acquired during the Phan
waining at work. o | o
Actusl
176 Fxamine actual cases (peerreview) ha tranees -t - -
cncountered during the work) within  year after the Pian
(raning scssion ws held. e | o
Actual
7 Refleet the review reslts i the human esource Plan - = (o -
development plan, and madify the pln if ecessary o | o
Output 2: The foundation of nternational axation s developed.
(Supportfor instittional development)
2-1 Conduet periodical rescarch and amlysis of curent Pian
itation and issues of ntermational tax it carid out
oy GACT and its management mecharism, and make e | o
recommendation (Report should be developed), Actual
33 Conduet research and analyss of current ituation and =
{ssues oftax jurisdicton, Intemational tax avoidance,
inermaronaldual taation (inchuing transer pricng), PE e | o
(Permanent Estbiishmen), and make recommendstions Actual
(@ proposal) for iture instituionaldevelopmert
2-3 Hold a workshop and share resuls of the analysis Phn - - -
conducted in2-1 and 2-2activities mentoned inabove, g ol .
and share it with counterpars Actual
23 Tnroduce referentil cases of Japan and related Plan GGG CICCICICICCICICC GGG CICCICICICCICICICICICICICIE
)
intermationa tation tanshte relevant documents ito = | TRl - °
English and Mongolian, i requircd). Actual
35 Provide technical support 1o G in improving Phan [ [ [ [ [ [ [ [ [ [ o [ [ [ | [ [ | [ [ | [ | [ [ [ | o [ [
ituional arrangs e Pl [ = = 5 °
eferenial materias Actual -
26 Provide GDT technical advics egarding agenda for Phan [ [ [ [ || o | [ o [ [
meeting withthe Ministy of Fiance including relted = [ 5 o
ectng ry . . = . ]
egislaton. Actual
37 Extract isues of laws, and share them with Phan =
counepart. B
Actusl
3-8 Have 8 mecting with counterpars regarding foure Plan —ALAL. L AL L] AL, —ALAL] CILdL
instiutional development, and provide techrical advice. = o | o
(Sup amended lovs)
29 Provide technical support to GDT in exceuting the | I S| -
revised Law on General Taxation (including development T
of ecessary regulatiors), et | e
(Gutput 3 Foundation tax colection i strengthencd.
(Suport for L collection)
3.1 Conducta survey on the current satus of " ]
organizatonal and intituional arrangement with regard o Pl
cases on small amount of delnquent txes and cases of
large and dificult deinquent axes (including a survey on e | e
{he curent satus of the Tax Debt Call Cener), Actusl
3.2 Extract issues to be improved based on the survey o — . -
results(31), and make recommendation for realizing R
eicent implementation of tax collection a report should o
e developed) 4
3.3 Develop an mplementation plan fo cffecive Plan
measurcment on the Tax Debt Centers operation o | o
Actual "
4 Conduet effective measurement o e Center, and Phan
extract poits o be improve. = o | o
Actual
3.5 Miake roport 1 share e resalts of fTective Plan . - . = .
measurement on he operaton of the Center with o == R
counterpart, and provide necessary supportincluding Actual °
making recommendation
5.6 Provide echrical support 10 GDT i mproving
operaton and managementof the Center B
(Enhancing ifficeney of nermal adminpsratve work)
3.7 Conducta survey at tax offces on the curren statis o ]
of inernal administrative work and procedur, and extract
issues 0 be improved before making recommendation for o | o
further improvement of ¢ficiney (Recommendation Actusl
should be summarized ina report)
5.5 Purchase and provide PCs 0 desgmated ofices Phn -
Actual -
579 Provide techrieal supportto GDT i crbancig. e - - - -
a o | o
including development of manual fortax collction and its = -
relaied work
3.10 Introduce the developed maial at 3 et tax e
office in Ulsanbaatar on a tria bsis
e | o
Actusl
511 Review it atiization (ncluding cffective Pian L] L]
measurcment of interal adniristrative work after PC o | o
installaton) Actual
312 Develop improvement plan (proposal) based on Pian - - .
v resuls and share it at a mecting ¢, ICC. o | o
Actual
o o T o e i o Genea Tt
515 o sl oport 10 GDT i excton o e arended -~ o o (o [ o o [ [ o [y [ [ o [ [ o [ o o [ [ [ o (o o [ [ o [ [ [ o [
|avsincudingsupor forcevclopin eions, nd rometing o
[ —— °
MLILGIGCGLE ERGIGIGIE
T8 Frova i iport 0 G T snaning oy o = CICICICIGCICICICIGIGICIGIGIGIGIGIGI CIGICIGICICIGIGIGIGIGICICIGIE
e | o
on st nforcng
515 Fave & mecing Wilh s i o ol
devclopmen, and provide el advice. o | e
Duration / Phasing.
Monitoring Plan Remarks Issue Solution
Notorig
[Joint Coordinating Comittee
Set-up the Detailed Plan of Operation
Submission of Manitoring Sheet
Monitoring Mission from Japan
[Joint Monitoring
Post Monitoring
[ -
Project Compltion Report =
bl Relatons




Implementing Agency:

Project Site:

Project Design Matrix

Project Title: The Project for enhancing tax collection operation and inter tax issues of M Tax A ration (Phase-2). Version 3
Dated August 31,2019
Target Group: The General Department of Taxation (GDT)
Period of Project: 2017-2019 (36 months)
Model Site:
Narrative Summary Obijectively Verifiable Indicators Means of Verification Important Assumption Achievement Remarks

Overall Goal

1. Detection rate of misfiling and non-filing on cross

Mongolian Tax Administration in the field of
i taxation and tax collection is further

imnraved

border transaction is increased compared with that of the
project completion.

1. Audit cases, detected cases

2. For future amendment of relevant laws related to the
indicator 2-2 of Output 2, GDT submits revised proposal to
the Ministry of Finance based on their instruction.

2. Proposal submitted by GDT to the Ministry of Finance.

3. Tax Debt Center is not decreased or is increased
compared with that the project completion.

3. Centralized tax database at GDT.

4+ The number of cases dealt as the self-enforcing is
increased)

4. Centralized tax database at GDT.

Project Purpose

[In the field of Taxation]

Mongolian Tax Administration in the field of
i taxation and tax collection is reinforced.

1. The number of advanced] cases on audit of cross border
transaction submitted by trainees during the peer-review is
increased compared with that of the beginning of the
Project.

1. Results of check-list evaluation acquired through
activity 1-7.

2. Knowledge is shared through case studies utilizing
information of cross border transaction collected and
accumulated during the project period.

3. Project Progress Report (PPR)

3. A proposal on amendment of laws related to the
international taxation is submitted by GDT, and received by
Ministry of Finance.

[Tax Collection]

4. The number of cases dealt by the Tax Debt Call Center is
increased compared with that of the commencement of the
Center.

4. Centralized tax database at GDT.

5. Manual submitted by the Project is utilized at another
district tax office in Ulaanbaatar on a trial basis.

5. PPR

6.(*Revenue is recognized as a result of exccution of self-
enforcing)

6. Centralized tax database at GDT.

Outputs

1. Middle and advanced level knowledge and practical
skills necessary for international taxation is acquired.

1.1 80% of the trainees complete training for 5 times.

1.1 PPR

1.2 More than 100% of trainees improve their score of the
Post-test compared with that of the Pre-test.

172" Results of Pre-test and Post-test collected through
activity 1-5.

Knowledge and information acquired
during the period covered is
appropriately to

1.3 More than half of the cases submitted for peer-review
reach the level of Advanced and complicated international
taxation cases as a result of check-list evaluation.

* Note: "With an overall rating 3.5 of peer review evaluation
criteria considered as a level that has reached the advanced
and complicated international taxation cases™

13 Results of check-list evaluation through activity 1-7.

2. Foundation of international taxation is further
developed.

2.1. International Taxation Division of Strategy and
Develoy and Risk

Department of GDT collect and accumulate information
related to the audit on cross border transaction.

2.1. PPR

2.2. Japanese project team finalizes a proposal on future
taxation reform including establishment of source rules on
domestic source income, expansion of systems related to
international tax avoidance, and development of system for
the elimination of international double taxation.

3.5, Proposal developed by the Project

2.3. (* Regulations related to international taxation based on
the amended law are issued by GDT)

2.3. Related regulations issued.

3. Foundation tax collection is strengthened.

3.1, Function and targeted party of the Tax Debt Call
Center is reexamined.

3.1. PPR

3.2, Manual for Improvement of tax collection and its
related work is submitted by the Project, and is received by

3.2. PPR

3.3. (* GDT issues regulations related self-enforcing, and
completes development of necessary materials including
manuals)

3.3. Related regulations issued, manuals, etc.

successors when there is personnel
changes among counterpart
personnel

Activities

Inputs

Important Assumption

[Outputl: Middle and advanced level knowledge and
practical skills necessary for international taxation is
acquired.|

The Japanese Side

The Mongolian Side

Legal environment for the
International taxation is developed.

1-1_Conduct a baseline survey on existing curriculum,
tcaching materials, and target officers in the relevant
field.

1-2 Develop human resource development plan for the
period covered of the Project.

1-3 Based on the plan developed as a result of 1-2
activity, claborate contents of teaching materials, and
curriculums if necessary.

1-4 Conduct trainings. (Before the training is held, it is
necessary to obtain baseline data of prospective trainces
in terms of knowledge and experience on international
taxation)

1-5 As a part of training follow-up, conduct a review on
utilization of knowledge and skills acquired during the
training at work.

1-6 Examine actual cases (peer-review) that trainces
encountered during the work) within a year after the
training session was held.

17 Reflect the review results into the human resource
development plan, and modify the plan if necessary.

1. Experts:
(1) Chief advisor (1)

(2) International ~ Taxation (2)

(3) Tax Collection (2)

(4) Project Coordinator (1)

(5) Other short-term expert if necessary

2. Training in Japan

Training in Japan for international taxation and tax
collection will be implemented once a year to enhance
and on the issucs

among tax officers.

1. Provision of Equipment is provided

PC (60 PCs max)

T. Counterpart
GDT officer (7)

2. Office & facility

(1) Project Office (in the same building of GDT HQs)

(2) Facility

1) Internet

2) Office facility (desk, shelf, etc)

3) other necessary materia

4)Office should be air-conditioned.

5) other facilities, ie Training facility

3. Local Cost

1) Expenses related to trainings (i.e. allowance and
ing expenses for local tax officers)

Budget and personnel for the Tax
Debt Call Center is continuously
secured to maintain its function.
(*Afier amendment laws are passed
at the Parliament)

Implementation structure for self-
enforcing is established.




[Output2: Foundation of international taxation is
further developed.|

2-1 Conduct periodical research and analysis of
current situation and issues of international tax audit
carried out by GDT and its management mechanism,
and make recommendation (Report should be
developed).

2-2  Conduct research and analysis of current situation
and issues of tax jurisdiction, International tax
avoidance, international dual taxation (including
transfer pricing), PE (Permanent Establishment), and
make recommendations (a proposal) for future

23 Hold a workshop and share results of the analysis
conducted in 2-1 and 2-2 activities mentioned in above,
and share it with counterparts.
24 Introduce referential cases of Japan and related

ion with regard to instituti pment for
i taxation (translate relevant documents into
English and Mongolian, if required).

2-5 Provide technical support to GDT in improving
ituti through ping manuals
and referential materials.

2-6 Provide GDT technical advice regarding agenda
for meeting with the Ministry of Finance including
related legislation.

2-7 Extract issues of laws, and share them with
counterparts.

2-8 Have a meeting with counterparts regarding future
i and provide technical advice.

(Planned support after the amendment of relevant laws
are passed by the Parliament)

2-9 Provide technical support to GDT in executing the
revised Law on General Taxation (including
development of necessary regulations).

Pre-Conditions

There is no drastic change in taxation
policy.

Counterpart personnel for the Project
is appointed.

...

[Output3: Foundation tax collection is strengthened.]

3.1 Conduct a survey on the current status of

i and instituti with regard
to cases on small amount of delinquent taxes and cases
of large and difficult delinquent taxes (including a
survey on the current status of the Tax Debt Call
Center).

32 Extract issues to be improved based on the survey
results (3-1), and make recommendation for realizing
cefficient implementation of tax collection (a report
should be developed)

3.3 Develop an implementation plan for effective
'measurement on the Tax Debt Center's operation.

3.4 Conduct effective measurement of the Center, and
extract points to be improved.

3.5 Make report to share the resulis of effective
on the operation of the Center with
counterparts, and provide necessary support including
making recommendation.
3.6 Provide technical support to GDT in improving

ion and of the Center. (Enhanci
cfficiency of internal administrative work)

3.7 Conduct a survey at tax offices on the current
status of internal administrative work and procedure,
land extract issues to be improved before making

ion for further imp of efficiency
(Recommendation should be summarized in a report).

3.8 Purchase and provide PCs to designated tax offices

3.9 Provide technical support to GDT in enhancing
iency of internal administrative work and procedure

including development of manual for tax collection and

its related work.

3.10 Introduce the developed manual at a district tax

office in Ulaanbaatar on a trial basis.

3.11 Review its utilization. (including effective
'measurement of internal administrative work after PC

3.12 Develop improvement plan (proposal) based on
review results. (Planned support afier the amendment of
relevant laws arc passed by the Parliament)

3.13 Provide technical support to GDT in execution of
the amended laws including support for developing
ions, and ing public etc

3.14  Provide technical support to GDT in enhancing
efficiency of tax collection through development of
necessary documents and materials on self-enforcing.

3.15 Have a meeting with counterparts regarding future
i pment, and provide technical advice.

<Issues and countermesures>

The amendment law was aproved in|
March and the law will be enforced|
in January 2020, However, the

period for
staff training, taxpayers, etc. is
short.

(countermeasures) JICA project
experts also carry out manuals and
notification work in Japan. In
addition, outside the project
activities, project experts have
invited collection experts in each tax
collection field in Japan and provided|
support such as giving advice to
GDT executives. The project will be
[completed shortly afier the revised
law comes into effect, so it is
important that JICA continues to
follow up on GDT.
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The Project for EnhancingTax Collection Operation and International Tax issues of

Mongolian Tax Administration in Mongolia

CERTIFICATE OF HANDOVER

To: JICA Mongolia Office

Re: The Project for Enhancing Tax Collection Operation and International Tax issues of Mongolian

Tax Administration in Mongolia

This certificate of handover is to certify that the equipment in the attached list, which shall be
utilized for the Project for Enhancing Tax Collection Operation and International Tax Issues of
Mongolian Tax Administration in Mongolia, have been handed over properly to General
Department of Taxation, Mongolia, as of September 11, 2017.

Attached: List of Equipment

September 20, 2017

(Signature) %Mf
ol

A
Commissioner

General Department of Taxation,
Mongolia

For witness

A ) —
(Signatiire)
Iwashita
Team Leader/ Chief Expert
JICA Project Team




The Project for EnhancingTax Collection Operation and International Tax issues of

Mongolian Tax Administration in Mongolia

TOHOI' TOXOOPOMIKHITH JKAT CAAJIT
(LIST OF EQUIPMENT)

Touor TexeepeMskHiiH xygangan apaar: Yunrouri, Conrunoxaipxan ayyprafin TaTsapbin anda
AAPAIATraTAH TOHOT TOX0OPOMIKHIIH XyAAIAAH aBANT.
(Purchase of necessary equipment for Chingeltei and Songino-khairkhan Tax Offices.)

Place of Delivery: Chingeltei District Tax Office (40 pcs)
Songino-khairkhan Tax Office (32pcs)

Date of Handover:20™September, 2017

A/1 | Touor Texeepem:xkuiin | Too Horxuiid yus HuiiT yH3
HOP (Qty) (Unit price) (Total)
(Item)

1 Desktop Computer 72 1,743,000.00 125,496,000.00
Operator local telephone | 10 131,000.00 1,310,000.00
3 Professional earphone 10 223,000.00 2,230,000.00
VAT 12,903,600.00
HUMUT (Total) 141,939,600.00

XynasnraH erceu:
(For the Supplier)

“Mouronsin TarBapsin AnGaHb! TaTBap XypaanThiH yiin
axkuiiaraa GoJIOH OJIOH YJIChIH TATBAPBIH ACYYIUIBIT
6onoepouryit 6onrox Tecen”-uitr Teneemk

(For “The project for enhance tax collection operation and
international tax issues of Mongolia tax administration in
Mongolia’)

[ 7
C.Hapmanpax /Tecnuiin Maprauuntan/
(S.Narmandakh /Project expert/)

Xymm99H aBcaH:
(For the End-User)

Tarsapsin Epenxuii I'asap

(General Deﬁrtyvt of Taxation)
4 é M‘

I".barcaiixan /Ma39man TexHonoruitn
CTATUCTUKHIAH TOBHIH fapra/

(G.Batsaikhan /Head, Information technology and
statistics center/)

e

AHXYY XOPOHr® OpYYJIaNnThiH
XIITCHIH napra/
(L.Byambadorj /Head, Finance and investment
division/)

@m&ou;{’qn-

[]
B.bambacypan /Hﬂm‘[au 6onory/
(B.Byambasuren/Accountant/)

O.baspaa /Ax axyiin axanran/
(O.Bayaraa /Book keeper/)

a/%—fg




The Project for EnhancingTax Collection Operation and International Tax issues of
Mongolian Tax Administration in Mongolia

TexnuKHIH y3yya2JTYYA 62 TOO MIHPXIT
(Specification and Quantity of Equipment)

Tonor Texeepem:k (Item) Qnty

Desktop Computer

Model Dell Optiplex 3050
CPU Intel Core™ i5-7500 Processor (6M Cache, 3.8-GHz, 7"
generation)
RAM 8GB DDR4 2400Mhz (4gb*2)
HDD 500GB SATA
Video Card Integrated Graphics
e 8§ External USB: 4xUSB3.1Gen |
e RJ-45 7
e Display portl.2
e HDMI 14
Ports . :
e Universal Audio Jack
e Line-out
* VGA
e Serial+PS/2 (optional)
Optical Drivers DVDRW
Keyboard Mouse Standard USB (Wireless is preferred)
Monitor 22” P2217H LED

Operator local telephone

£3
0.9

1 VoIP account

Call hold, mute, DND

One-touch speed dial, hotline

Call forward, call waiting, call transfer
Group listening, SMS

Redial, call return, auto answer

53

%

R
0.‘

-
0“

7
0‘.

s

%

10

X3

o

Local 3-way conferencing

Direct IP call without SIP proxy

Ring tone selection/import/delete

Set date time manually or automatically

Phone Features

e

RS

°,
4’0

X3

o

X3

%

Dial plan

XML Browser, action URL/URI

Feature keys

6 features keys: message, headset, redial, Ean,

X3

-

X3

RS

e

%

&M by, (ot



The Project for EnhancingTax Collection Operation and International Tax issues of
Mongolian Tax Administration in Mongolia

3

*

mute, hands-free speakerphone
5 navigation keys
Volume control keys

o
..

*.
0.0

X3

<

Wall mountable

External universal AC adapter (optional) : AC
100~240V input and DC 5V/600mA output

Power consumption (PSU): 1.2-1.9W

Power consumption (PoE): 1.8-2.3W

Dimension( W*D*H*T):

185mm*188mm* 143mm™*38mm

Operating humidity: 10~95%

Operating temperature: -10~50°C

Codec: G.711(A/p), G.723.1, G.729AB, G.726, iLBC
DTMEF: In-band, Out-of-band (RFC 2833) and SIP

Audio Features INFO
Full-duplex hands-free speakerphone with AEC VAD,
CNG, AEC, PLC, AJB, AGC

o
0.0

de

*

Other Physical Features

e 7
R % g

3

*

7
0.0

b,
.0

*,

»,
o

-,
e

o
*

33

R

Anonymous call, anonymous call rejection
Hot-desking, emergency call

Message Waiting Indicator (MWI)

Voice mail, call park, call pickup
Intercom, paging, music on hold

.
e

%

*4
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CERTIFICATE OF HANDOVER

To: JICA Mongolia Office

Re: The Project for the Enhancing Tax Collection Operation and International Tax Issues of
Mongolian Tax Administration Phase 2

This certificate of handover is to certify that the following equipment, which shall be utilized
for the Project for the Enhancing Tax Collection Operation and International Tax Issues of
Mongolian Tax Administration Phase 2, have been handed over properly to the General
Department of Taxation of Mongolia, as of January 24, 2020 with permission of continuously
utilizing during the additional dispatching period of the experts till March 31, 2020.

1) Name of equipment : Copier, Canon iR2535/2545 UFRII LT

2) Quantity : 1 (One)

3) Place of delivery  : General Department of Taxation, Mongolia
4) Date of handover  : January 24, 2020

January 24, 2020

W e

ILB{Zayabal
Commissioner
General Department of Taxation
Mongolia

for witness

Mr. Iwashita Kenichiro
Chief Expert/Team Leader
JICA Expert Team
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MINUTES OF MEETINGS BETWEEN
JAPAN INTERNATIONAL COOPERATION AGENCY

AND

THE GENERAL DEPARTMENT OF TAXATION OF MONGOLIA

AT

THE FIRST JOINT COORDINATING COMMITTEE MEETING

FOR

THE PROJECT FOR THE ENHANCING TAX COLLECTION OPERATION
AND INTERNATIONAL TAX ISSUES OF MONGOLIAN TAX
ADMINISTRATION Phase 2

The Joint Coordinating Committee (hereinafter referred to as "JCC") was organized between
the Japan International Cooperation Agency (hereinafter referred to as "JICA") and the
General Department of Taxation (hereinafter referred to as “GDT”) regarding the Project for
the Enhancing Tax Collection Operations and Resolving International Tax Issues in
Mongolian Tax Administration Phase2 (hercinafter referred to as "the Project™).

JICA and GDT confirmed their mutual understanding and matters agreed to in the discussions

attached hereto.

=y

Ulaanbaatar, 14™ April, 2017

Dowd™=

Mr. Hiroyuki Kawanishi
Executive Advisor to the Director General,

Industrial Development and Public Policy

Department,
Japan International Cooperation Agency

Japan

=

Mr. L%¢rig U

Commissioner
General Department of Taxation

Mongolia

Mr. Kenichiro Iwashita

Chief Advisor of the Project for the
Enhancing Tax Collection Operation and
International Tax Issues of Mongolian Tax

Administration Phase?



I. INTRODUCTION
Upon successful completion of the Phase I of the Project for the Enhancing Tax Collection Operation

and International Tax Issues of Mongolian Tax Administration” under the JICA Technical Assistance,

the Phase II has been decided to implement as requested by the Government of Mongolia. The Project

shall commence upon discussion and acceptance of the Work Plan by this JCC meeting. A Baseline

survey on determining present situation of the tax administration at the time of Project commencement

has been conducted.

I1. SPECIFIC ISSUES CONFIRMED ON THE PROJECT

L

Work Plan
Both parties have reached agreement on the content of the Work Plan. If there are any

changes during the project’s implementation stages, agreement will be reached through

discussions via the JCC as appropriate. (ANNEX I).

Pilot Organization
The GDT has recommended that the Chingeltei and Songinokhairkhan district tax offices

be targeted as pilots for increasing internal work efficiency of tax collection
administration. JICA will determine the appropriateness of these two tax offices based on

a survey by experts and come up with further solution.

Baseline Survey
The results of the baseline survey were confirmed by the GDT and JICA project teams.

While there is no need to change the Work Plan at the present stage, the JICA project
team will confirm the results through further local checks. (ANNEX II).

PDM Changes
Regarding PDM, both side agreed upon to remove "Tax collection rate per operator at the.."

from “Objectively Verifiable Indicator 2” of the Overall Goal.

III. OTHER ITEMS OF DISCUSSION

1.

Joint Coordination Committee (JCC)
JCC composition in charge of overseeing, supporting and cooperating with the Project

activities was approved by the GDT Commissioner’s Resolution #A/77 dated on 5 April

2017. Names of members currently holding positions of the approved structure are

provided in ANNEX III.



2. JCC Member

JICA requested GDT to include the Ministry of Finance as a member of the JCC. GDT
decided to consider this issue and respond to JICA after consultation with Ministry of

Finance, Mongolia.

Selection of Core Staff of International Taxation
JICA requested to select core staffs of international taxation from various departments

related with international taxation. GDT agreed this point and requested the project expert

advice on this matter.

Further Assistance
The GDT requested further assistance from JICA when it became necessary for work that

exceeded the scope of agreement of this work plan due to amendment of the law and
regulation. JICA stated that if the request of GDT to be added falls within the scope of

project purpose of this project, it will be examined.

ANNEX L. Work Plan

ANNEX II. Baseline Survey Report
ANNEX III. JCC Member List
ANNEXTV. List of Participants



MINUTES OF MEETINGS BETWEEN
JAPAN INTERNATIONAL COOPERATION AGENCY

AND

THE GENERAL DEPARTMENT OF TAXATION OF MONGOLIA

AT

THE SECOND JOINT COORDINATING COMMITTEE MEETING

FOR

THE PROJECT FOR THE ENHANCING TAX COLLECTION OPERATION
AND INTERNATIONAL TAX ISSUES OF MONGOLIAN TAX
ADMINISTRATION Phase 2

The Joint Coordinating Committee (hereinafter referred to as “JCC”) was organized between
the Japan International Cooperation Agency (hereinafter referred to as “JICA”) and the
General Department of Taxation (hereinafter referred to as “GDT”) regarding the Project for
the Enhancing Tax Collection Operation and International Tax Issues of Mongolian Tax

Administration Phase2 (hereinafter referred to as “the Project”).

JICA and GDT confirmed their mutual understanding and matters agreed to in the discussions

attached hereto.

5 IS

Ulaanbaatar, 5" October, 2017

Loagudi

Mr. Mﬁnr/n'i’Séo ]

Chief Representative
JICA Mongolia Office
Japan International Cooperation Agency

Japan

A4 =
Mr. D.Zandadbat’
Commissioner
General Department of Taxation

Mongolia

Mr. Kenichiro Iwashita
Chief Expert/Team Leader
JICA Expert Team

Mr. B.Dorj sembed

Director General

Development Financing Department
Ministry of Finance

Mongolia



I. INTRODUCTION
The Project has commenced upon discussion and acceptance of the Work Plan by the first

JCC meeting. A Baseline survey on determining present situation of the tax administration at
the time of Project commencement has been conducted and its result has accepted by the JCC.

During the period, 2 situational changes have been occurred as the Commissioner of the GDT
has changed and the Executive Board of the International Monetary Fund (IMF) has approved
a three-year extended arrangement under Extended Fund Facility (EFF) for the Government
of Mongolia, which welcomes plans to strengthen tax administration. Based on the situation
the Project Team has implemented all activities, which have planned in the Work Plan,

including supports on tax law reform.

I1. SPECIFIC ISSUES CONFIRMED ON THE PROJECT

1.

Monitoring Sheet
Both sides confirmed the Project progress by the Monitoring Sheet as attached hereto.

(ANNEX I)

Work schedule
The deliberation on the General Tax Law is expected to have an impact on the process of

tax collection. Even if a tax collection manual for greater efficiency in internal
administration was to be created at this point, further broad amendments are likely.
Therefore, creating it following the results of the General Tax Law would reduce the
burden of GDT’s work in the field. Both sides agreed to this approach, and were in
accordance over rethinking the work schedule following the results of the General Tax

Law amendment and then starting work on the tax collection manual.

Tax Collection work efficiency
The project team proposed that the supply of the PCs should be taken into consideration

as an opportunity to fundamentally reexamine how the tax collection department carries
out its daily tasks. To date, staff have been assigned to taxpayer basis and undertaken both
delinquent disposition work and receivables supervision work; however, this will be
reorganized into separate oversight of delinquent disposition work and receivables
supervision work to increase the efficiency of the internal works of tax offices. The GDT

has agreed to implement it on trial basis and both sides agreed to discuss precisely it’s

time to commence and way to implement.



4. JICA has requested that the automatic notification system of the Call Center to be put into
operation immediately, and GDT has agreed to deliver the work schedule after having

discussed internally how the issue can be resolved.

III. OTHER ITEMS OF DISCUSSION

1. Selection of Trainers
The GDT has selected 46 appropriate personnel, who will participate as core officials,

responsible for International Taxation issues in all trainings, which will be implemented
during the Project. The Project experts conducted pre-training for 33 newly selected

personnel to eliminate knowledge difference on August, 2017. (ANNEX II)

2. Delivery of Equipment
The contracted supplier delivered 72 PCs. The supplier was selected by the “Limited

Competitive Bidding” from the technically and financially qualified suppliers with
experience of similar work, the one selected offered the lowest price. The Project team has
handed 40 computers to the Chingeltei District Tax Office and 32 computers to the
Songinokhairkhan District Tax Office and requested to handle properly to register as the

property by the GDT regulation. (ANNEX III)

3. Submission of Translated Materials
The Project Team completed and submitted the “Comprehensive Handbook of Japanese

Taxes 20107, which has been translated on the request of the Deputy Commissioner on

May 1, 2017 by the letter No.02/1270.

ANNEX I. PDM (Project Monitoring Sheet I)
PO (Project Monitoring Sheet II)
ANNEX 1. List of Trainees
ANNEX III. List of Equipment handed over and Technical Specification
ANNEX IV Recommendation on Package of Tax Laws Provided by JICA
Project Experts and Report of Ongoing Progress
ANNEX V. List of Participants
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MINUTES OF MEETINGS BETWEEN
JAPAN INTERNATIONAL COOPERATION AGENCY

AND

THE GENERAL DEPARTMENT OF TAXATION OF MONGOLIA

AT

THE THIRD JOINT COORDINATING COMMITTEE MEETING

FOR

THE PROJECT FOR THE ENHANCING TAX COLLECTION OPERATION
AND INTERNATIONAL TAX ISSUES OF MONGOLIAN TAX
ADMINISTRATION Phase 2

The Joint Coordinating Committee (hereinafter referred to as “JCC”) was organized between
the Japan International Cooperation Agency (hereinafter referred to as “JICA™) and the
General Department of Taxation (hereinafter referred to as “GDT”) regarding the Project for
the Enhancing Tax Collection Operation and International Tax Issues of Mongolian Tax

Administration Phase2 (hereinafter referred to as “the Project™).

JICA and GDT confirmed their mutual understanding and matters agreed to in the discussions

attached hereto.

B9S2V

Ulaanbaatar, 27" April, 2018

Mr. Mutsuﬂ ato

Chief Representative Deputy Commissioner
JICA Mongolia Office General Department of Taxation
Japan International Cooperation Agency Mongolia
Japan
= e
Mr. Kenichiro Iwashita Mr. I.Batkhuu

Chief Expert/Team Leader
JICA Expert Team

Director General

Development Financing Department
Ministry of Finance

Mongolia



I. INTRODUCTION
The Project has commenced upon discussion and acceptance of the Work Plan by the first

JCC meeting. A Baseline survey on determining present situation of the tax administration at
the time of Project commencement has been conducted and its result has accepted by the JCC.
The second JCC was held in October 2017 to confirm the progress of the project.

This 3rd JCC will be held to confirm the progress of the project together with the present

situation of tax reform currently underway by the Mongolian government.

I1. SPECIFIC ISSUES CONFIRMED ON THE PROJECT

1. Project Progress

The project team explained the progress and future priority points of the project focusing
on human resource development and draft tax revision proposal. Both sides shared the
project progress as follows:

Output 1:

e Training for selected 46 core-staffs was held between 11-15 Sept., using Japanese

international transaction cases. Before the training, baseline data on knowledge and
experience of trainees was collected. Practical training was held between 27 Nov. to 1
Dec. 11, using Mongolian international transaction cases.

e Country focused training for the selected 15 core-staffs was held in 12-19 Apr 2018.
International transaction cases of Mongolian Taxes which are required for the

preparation of training materials are collected and translated for submission to the

training organization.

Output 2:
e Regarding legal amendment, WG has formed, including officials from the GDT and

the Ministry of Finance. Experts prepared materials on articles which necessary for
legal acts such as General Tax law, Corporate Tax Law and Tax Treaties. All prepared

materials were distributed to the WG members and explained through the workshops.

Output 3:
e The Project team experts developed recommendations to the Draft of General tax law

amendment related to self-enforcement right and other tax measures, which are
necessary for tax collection strengthening together with a description of the grounds

for incorporating the law and submitted to joint WG with the MOF.
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2.

I11.

e Five meetings were organized with the working group to discuss the content of the
draft law and the project was amended. The Project team experts started to work under
the draft of relevant regulations to be submitted along with the law draft.

e Providing the information needed to develop a Technical Specification related to the

development of the tax debt call system.

Revisions of the Record of Discussion

Revisions of the Record of Discussion (hereinafter referred to as “RD”) including PDM,
JICA explained the draft of revised PDM. GDT agreed to these revisions. JICA and GDT
will achieve internal approval for today’s discussion on the revision of PDM and prepare

another Minutes of Meetings for official revision of the RD including PDM.

Work related to tax law amendment
Work involved in the revision of the tax law is expected to involve enormous work such

as preparation of GDT Commissioner Orders, improvement of work involving creation of
manual, training of staff. GDT requested Japanese experts’ sufficient support for these

matters. JICA promised the necessary input of experts during this project.

Work Plan

According to the work plan agreed at the 1st JCC, workplan version 2 will be prepared in
May 2018.The JICA Project Team suggested that this workplan version 2 should be
prepared after the Parliament approval of the tax law revisions. The contents of tax law

revision should be reflected to the workplan. The GDT agreed to this matter.

OTHER ITEMS OF DISCUSSION
GDT requested translation of the revised version of the OECD model tax convention into

Mongolian language for internal use. JICA accepted this request.

Mongolia has joined the Inclusive Framework on BEPS (Base Erosion and Profit Shifting),
which brings over 100 countries and jurisdictions to collaborate on the implementation of
BEPS package. GDT wishes to receive support in implementing and applying the rules in
a consistent and coherent manner, particularly those for which capacity building and

requested to JICA for cooperation in finding out what possibilities existed.
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ANNEX I

1. GDT:

Mr.B.Zayabal
Mzr.B.Galbadrakh

Mr.L.Nergui

Mr.D. Tsogtjargal
Ms.D.Tsogzolmaa
Mr.G.Batsaikhan
Ms.B.Badamtsetseg
Ms.N.Byambaa

Secretary:
Ms.G.Bulgan

2. JICA:

Mr.Mutsumi Sato
Ms.A.Saikhantuya
Ms.U.Javkhlan

3. JICA Project Team:

Mzr.Kenichiro Iwashita

Mr.Toshinari Kodera
Mr.Mitsuru Kosaka
Mr.Hideaki Ishiguro
Ms.S.Narmandakh

Mr.B.Erdenebaatar

2,

List of Participants

Deputy Commissioner, General Department of Taxation
Acting Head, Tax Administration and Cooperation
Department

Head, Public Administration and Managment Department
Head, Revenue Department

Head, Taxpayer Communication Department

Head, Information and Statistics Center

Head, Training Center

Head, State Budget Revenue and Audit Department

State Tax Inspector, Tax Administration and Cooperation
Department

Chief Representative, JICA Mongolia Office

Representative
Officer

Chief advisor/human resource development
International Taxation (Tax System)

Tax Collection (Legal environment)
International Taxation (Training)

Project Coordinator

Local Consultant



MINUTES OF MEETINGS BETWEEN
JAPAN INTERNATIONAL COOPERATION AGENCY

AND

THE GENERAL DEPARTMENT OF TAXATION OF MONGOLIA

AT

THE FOURTH JOINT COORDINATING COMMITTEE MEETING

FOR
THE PROJECT FOR THE ENHANCING TAX COLLECTION OPERATION
AND INTERNATIONAL TAX ISSUES OF MONGOLIAN TAX
ADMINISTRATION Phase 2

The Joint Coordinating Committee (hereinafter referred to as “JCC”) was organized between
the Japan International Cooperation Agency (hereinafter referred to as “JICA”) and the
General Department of Taxation (hereinafter referred to as “GDT”) regarding the Project for
the Enhancing Tax Collection Operation and International Tax Issues of Mongolian Tax

Administration Phase2 (hereinafter referred to as “the Project”).

JICA and GDT confirmed their mutual understanding and matters agreed to in the discussions

attached hereto.

Ulaanbaatar, 2% September, 2018

230 Y2 Vs

Mr. Mutsm{l Sato Mr. B. Mbaf/
Chief Representative Deputy Commissioner
JICA Mongolia Office General Department of Taxation
Japan International Cooperation Agency Mongolia
Japan
2 Z 2//'7 /////Z%—/ ' M
Mr. Kenichiro Iwashita Mr. I.Batkhuu
Chief Expert/Team Leader Director General
JICA Expert Team Development Financing Department

Ministry of Finance

Mongolia
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I. INTRODUCTION

The parties have constantly been overseeing the implementation of the Project against the

Work plan discussed and approved by the 1 JCC meeting. 3" JCC meeting was held in April

2018 where the work performance of the Project in previous year was evaluated and the Work

plan was modified taking into consideration the circumstances of activities of the concerned

period.

This 4™ JCC meeting expects to approve the Work plan for the next year activities of the

Project and provide outline on current situation of revisions of the package of tax laws

introduced by the Government of Mongolia and other pressing issues related herewith.

II. KEY ISSUES DISCUSSED IN RELATION TO THE PROJECT

1. Progress of the Project

The project progress was identified based on the Monitorinng Sheets Version 3 (AnnexII).

Output 1:

Training designed to eliminate knowledge gaps of tax inspectors uncovered by the
training in Japan was conducted during April 30 through May 4, 2018 in line with
training curriculum used in the training in Japan. In addition to them, 10 tax auditors
from the State Budget Revenue and Control Department, 1 tax inspector from the Risk
Management Division and 1 tax inspector from the Tax Audit and Methodology

Department of GDT participated in this training.

Training on transfer pricing cases for 46 staffs selected as to be specialized in
international taxation matters was organized during August 27-31, 2018. The
participants worked on actual cases and court decisions occurred in Japan and hold a

peer discussion on options with regard to how the case can be resolved under legal

environment of Mongolia.

Output 2:

Comprehensive documents compiling legislative acts of Japan and their supporting

ordinances and circulars in relation to transfer pricing documentation were prepared

and submitted to GDT in April 2018.



e The Project team experts worked in collaboration in developing transfer pricing
regulation and are currently expected to provide support in formulating relevant

regulations only after the law amendments are passed.

Output 3:

e The Project team experts developed recommendations on provisions which were
necessary for tax collection strengthening such as self-enforcement right and other
matters regarding collection of taxes to be reflected in the draft revision of the General
tax law together with description of the grounds for incorporating them into the law.
This recommendation was submitted to joint WG with the MOF and made them
incorporated into the draft law.

e The Project team experts worked jointly with the GDT WG in developing
accompanying regulations to be passed along with draft laws, and prepared new drafts
of regulations such as on secondary obligation of payment of taxes and regulation on
granting grace period to payment of taxes, and forms to be used for purposes of such
regulations. These drafts and necessary comments were submitted to the WG so that
they were incorporated into regulations such as on Sealing and on Conversion into
monetary forms that being prepared by the WG.

e The Project team experts provided necessary information required in preparing
technical specifications for Tax Debt Call IT System to be utilized by the Call Center.
The GDT managed the budget necessary to develop this system aprroved by MOF and

currently takes charge of procurement and implementation of the system.

2. Work Plan
The Project team made briefs on the Work plan modified in line with expectation that the
tax package revision would be discussed during fall session of the State Great Khural

(Parliament), and got the Plan approved by the JCC members.

3. Activities related to revision of the tax package laws

Upon adoption of revised tax package laws by the Parliament and within the framework of
implementing those laws including the General Law of Taxation and Corporate Income
Tax Law that incorporate brand new provisions such as on grace period for payment of
taxes, self-enforcement, tax priority right, transfer pricing and other international taxation

matters, there would arise pressing needs for the GDT to investigate how such matters

Y s j/ﬂ— _,7/9
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involving those new systems are managed in practice, how the problems that might be
encountered during the implementation and those areas that require special consideration
in formulating supplementing regulations. To this end, the GDT has provided its
justification for such needs and submitted its request to JICA Mongolia Office to explore
the possibilities to organize a study tour that is out of scope of the Project Plan. JICA has

responded to examine possibilities in this regard.

II1. OTHER ISSUES
1. As per the GDT request to translate and provide support on using the updated version of

OECD Model Tax Convention on Income and on Capital for its internal use, the
translation has been completed and currently is under proofreading. The Project team has

notified that the printed publication would be delivered for a training purpose.

2. Itis expected that the Project would expire at the time of launching implementation of the
tax package amendments and accompanying regulations developed jointly with the
Project team experts. The GDT therefore has notified that it officially submitted a request
for the successor project to MOF providing its justification to extend the Project during

impementation phase of the new system and receive necessary consultation and support.

3. The GDT requested to include the following three inspectors into the list of core staff of

international taxation, taking into account the job needs of the inspectors.
1) B.Ariunchimeg State Tax Inspector, Tax Administration and Cooperation
Department, GDT
2) D.Narantsetseg Head, Administrative division, Sukhbaatar District Tax Office

3) B.Bilguun Official, Administrative Department, GDT

ANNEX I. List of Participants
ANNEX II. Monitoring sheet
ANNEX III. Work Plan Ver 2.



ANNEX I

1. GDT:

Mr.B.Zayabal
Mr.Ts.Enkhjavkhlan

Mr.L.Nergui
Mr.D.Tsogtjargal
Ms.D.Tsogzolmaa
Mr.G.Batsaikhan
Ms.B.Badamtsetseg
Ms.N.Byambaa

Secretary:
Ms.M.Khaliun

2. JICA:

Mr.Mutsumi Sato
Ms.A.Saikhantuya
Ms.U.Javkhlan

3. JICA Project Team:
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Mr.Kenichiro Iwashita
Mr.Toshinari Kodera
Mr.Mitsuru Kosaka
Mr.Shigeo Kumakura
Ms.S.Narmandakh

Mr.B.Erdenebaatar

List of Participants

Deputy Commissioner, General Department of Taxation
Acting Head, Tax Administration and Cooperation
Department

Head, Public Administration and Managment Department
Head, Revenue Department

Head, Taxpayer Communication Department

Head, Information and Statistics Center

Head, Training Center

Head, State Budget Revenue and Audit Department

Official, Tax Administration and Cooperation Department

Chief Representative, JICA Mongolia Office
Representative
Officer

Chief advisor/human resource development
International Taxation (Tax System)

Tax Collection (Legal environment)

Tax Collection (Operation)

Project Coordinator

Local Consultant



MINUTES OF MEETINGS BETWEEN
JAPAN INTERNATIONAL COOPERATION AGENCY
AND
THE GENERAL DEPARTMENT OF TAXATION OF MONGOLIA
AT

THE FIFTH JOINT COORDINATING COMMITTEE MEETING

FOR
THE PROJECT FOR THE ENHANCING TAX COLLECTION OPERATION
AND INTERNATIONAL TAX ISSUES OF MONGOLIAN TAX
ADMINISTRATION Phase 2

The Joint Coordinating Committee (hereinafter referred to as “JCC”) was organized between
the Japan International Cooperation Agency (hereinafter referred to as “JICA”) and the General
Department of Taxation (hereinafter referred to as “GDT”) regarding the Project for the
Enhancing Tax Collection Operation and International Tax Issues of Mongolian Tax

Administration Phase2 (hereinafter referred to as “the Project”).

JICA and GDT confirmed their mutual understanding and matters agreed to in the discussions

attached hereto.

Ulaanbaatar, 27" June, 2019
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Ms. Eriko Tamura M.Za}‘f/abal
Chief Representative Commissioner
JICA Mongolia Office General Department of Taxation
Japan International Cooperation Agency Mongolia
Japan
J77 //// 25" W—/
Mr. Kenichiro Iwashita Mr. I.Batkhuu
Chief Expert/Team Leader Director General
JICA Expert Team - Development Financing Department

Ministry of Finance

Mongolia



I. INTRODUCTION

The parties have constantly been overseeing the implementation of the Project against the Work

plan discussed and approved by the 1%t JCC meeting. 4™ JCC meeting was held in September

2018 where the work performance of the Project in previous year was evaluated and the Work

plan was modified taking into consideration the circumstances of activities of the concerned

period.

This 5% JCC meeting expects to confirm the information regarding the revisions of the package

of tax laws approved by the Government of Mongolia and other pressing issues related herewith.
The Parliament of Mongolia has approved the General Taxation Law, the Corporate Income
Tax Law and the Personal Income Tax Law (Tax Package) on 22 March 2019. This is the second
largest tax reform in Mongolia in history and these laws are effective from January 1, 2020.

II. KEY ISSUES DISCUSSED IN RELATION TO THE PROJECT

1. Progress of the Project

The project progress was identified based on the Monitorinng Sheets Version 3.

Output 1:
e Follow-up review of training participants was conducted in September 2018. The

trainees were first asked to fill in the questionnaire related to training and then
interviewed by the Project Experts, through physical attendance at participants’ work
premises, as to how they utilize the knowledge and skills acquired during the training at
their work. During the interview the expert got also acquainted with their work activities
and provided further recommendations. The report summarizing the review results was
submitted to GDT.

e The peer review was conducted in a manner that all training participants were asked to
prepare actual cases in advance and demonstrated how they utilize their knowledge and
skill acquired from the training.

e The advanced level training was delivered to 14 state tax inspectors during 28 January
to 5 February 2019 in Japan and preparatory works for this training have done by the
Project team. _

e In order to eliminate knowledge gap, a training was hold from 18 March to 22 March
2019 for those who did not attend the training in Japan in February 2019. Inspectors
who attended training in Japan had transferred their learning during the training to others.
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Output 2:

e Comprehensive documents compiling legislative acts of Japan and supporting
ordinances and circulars in relation to transfer pricing documentation were prepared. In
particular, the comments were provided and made them reflected in draft regulations
such as on General anti-avoidance rule, transfer pricing and determining arm’s length
price, permanent establishment, and on exchange of information. “Comprehensive
guide of Japanese taxes” was translated, bound and submitted to GDT in order to let
them refer to advanced cases in Japan.

e Translation of updated edition of the OECD Model Tax Convention on Income and on
Capital 2017 was completed in response to GDT request, and got it bound in 100 copies
and handed over to GDT.

e The Project Experts reviewed the draft General Law of Taxation and Corporate Income
Tax Law, provided necessary recommendation and comments both in written and oral
forms reviewed draft regulations and procedures. The following recommendations on
improving legal basis of international taxation system have been provided with the GDT.
GDT finalized the draft including recommendations from the Project Experts, and it was

approved by the Diet on 22 March, 2019:
a) Source rules;
b) Definition on permanent establishment;
c) Transfer pricing methods and transfer pricing documentation;
d) General Anti-avoidance Rule (GAAR);
e) Mutual agreement procedure;
f) Exchange of Information.
g) Controlled Foreign Company (CFC) taxation system;
h) Thin capitalization tax, and
i) Earnings stripping rule.

Output 3:
e Organized monthly meetings with the working group to discuss on contents of draft

General Law of Taxation, provided advice and incorporated amendments to the draft
law. The Project Experts developed new draft regulations and necessary forms to be
attached to such regulations. These include “Regulations on implementation of actions
to recover tax arrears from persons with secondary obligation to pay taxes”, “Regulation
on granting grace period for payment of tax arrears”, “Regulation on sealing and seizure
of properties and assets” and “Regulation on organizing auctions and conversion into
monetary forms through direct contracts”.

Recommendation in relation to promoting law awareness among the public is scheduled
to be provided after approval of the amendments to the General Law of Taxation.
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e The Project Experts have provided the necessary information to develop a technical
specification related to the development of the debt call system. GDT should have
carried out system development as agreed from the beginning of the project. Necessary
budget for development was approved by MOF and the procurement procedure is going
on by GDT.

Taxpayer information module of the system was developed by GDT itself and the
connection module to the Integrated Tax system of GDT and automatic call modules

development is currently under bid.

e Before discussion of the draft law on Parliamentary Standing committees, the Project
Experts organized meeting with the working group members from related departments
to explain the needs and significance of the newly introduced provisions and also how

to provide implementation and other relevant issues.

Recommendation had been provided by the Project Experts team to the GDT for
improving legal basis of tax collection system and approved by the Diet on 22 March,
2019. Contents are as follows:

a) Self-enforcement right of tax authority in tax collection

b) Priority of national taxes

c) Secondary obligation of payment of taxes

d) Granting grace period to payment of taxes

e) Collection of risky taxes forehand

2. Issues related with providing implementation of the approved tax law package

Regarding the new tax law package, which will come into force on 1 January 2020, GDT is
now working on preparation of related regulations based on international taxation and tax
collection practice of Japan and other developed countries. These concepts are also
fundamental to achieve BEPS minimum standard and Global Forum requirements. GDT
also plans to implement activities such as preparation and revision of tax collection manuals,
on the job training for the tax officials, who would be in charge of self-enforcement right.
The new tax system is formed introducing Japanese experiences, but GDT has lack of the
experience of this new tax system, so providing trainings and methodological guidance
nationwide are difficult.

With such a background, the additional support by JICA is still necessary. Thus, GDT has
requested to continue the JICA support through the Technical Cooperation Project to ensure
implementation of the newly introduced tax system at the earliest timing possible.



3. Approve of Work Plan
Workplan version 3 has prepared in May 2019, reflecting contents of tax law revision. Both

sides agreed to implement activities, which is possible to complete during the remained

project duration.

4. Change on the PDM
JICA explained the draft of revised PDM. GDT agreed to these revisions. JICA and GDT

will achieve internal approval on the revision of PDM and prepare another Minutes of

Meetings for official revision of the RD including PDM.

ANNEX L. List of Participants
ANNEXII.  Work Plan

o

=7



ANNEX I

1. GDT:

Mr.Ts.Enkhjavkhlan

Ms.T.Tamir
Ms.D.Tsogzolmaa
Ms.B.Badamtsetseg
Ms.N.Byambaa

Secretary:
Mr.M.Khaliun

2. JICA:
Ms.Eriko Tamura
Mr. Kensuke Tsuji

Ms.A.Saikhantuya
Ms.Ts.Buyanjargal

3. Project Team:

Mr Kenichiro Iwashita
Mr.Toshinari Kodera

Mr.Mitsuru Kosaka
Mr.B.Erdenebaatar
Ms.S.Narmandakh

List of Participants

Head, Tax Administration and Cooperation Department
Senior Tax Inspector, Revenue Department
Head, Taxpayer Communication Department

Head, Training Center
Head, State Budget Revenue and Audit Department

Official, Tax Administration and Cooperation Department

Chief Representative, JICA Mongolia Office
Director, Public Governance and Financial Management
Team, Industrial Development Department, JICA HQ

Representative

~ Officer

Chief advisor/human resource development
International Taxation (Tax System)

Tax Collection (Legal environment)

Local Consultant

Project Coordinator



MINUTES OF MEETINGS BETWEEN
JAPAN INTERNATIONAL COOPERATION AGENCY

AND

THE GENERAL DEPARTMENT OF TAXATION OF MONGOLIA

AT

THE SIXTH JOINT COORDINATING COMMITTEE MEETING

FOR

THE PROJECT FOR THE ENHANCING TAX COLLECTION OPERATION
AND INTERNATIONAL TAX ISSUES OF MONGOLIAN TAX
ADMINISTRATION Phase 2

The Joint Coordinating Committee (hereinafter referred to as “JCC”) was organized between
the Japan International Cooperation Agency (hereinafter referred to as “JICA”) and the
General Department of Taxation (hereinafter referred to as “GDT”) regarding the Project for
the Enhancing Tax Collection Operation and International Tax Issues of Mongolian Tax

Administration Phase2 (hereinafter referred to as “the Project”).

JICA and GDT confirmed their mutual understanding and matters agreed to in the discussions

attached hereto.

| M X3

Ulaanbaatar, h December, 2019

Ms. Eriko Tamura 1. B.Zayabal
Chief Representative Commissioner
JICA Mongolia Office General Department of Taxation
Japan International Cooperation Agency Mongolia
Japan

~—— >
Mr. Kenichiro Iwashita Mr. 1.Batkhuu

Chief Expert/Team Leader
JICA Expert Team

Director General

Development Financing Department
Ministry of Finance

Mongolia



I. INTRODUCTION

The parties have constantly been overseeing the implementation of the Project against the
Work plan discussed and approved by the 1* JCC meeting. 5™ JCC meeting was held in June
2019 where the work performance of the Project in previous year was evaluated and the Work
plan which was modified taking into consideration the circumstances of activities of the
concerned period was approved. _

This 6™ JCC meeting expects to confirm the achievement of the project.

II. KEY ISSUES DISCUSSED IN RELATION TO THE PROJECT

1. Progress of the Project and Objectively Verifiable Indicators

The project progress was identified based on the Monitorinng Sheets Version 4 which has

approved by the previous JCC.

1.1 Overall Goals

Mongolian Tax Administration in the field of international taxation and tax collection is

further improved.

Objectively Verifiable Indicators:

1. Detection rate of misfiling and non-filing on cross border transaction is increased
compared with that of the project completion

2. For future amendment of relevant laws related to the indicator 2-2 of output 2, GDT
submits revised proposal to the Ministry of Finance based on their instruction. .

3. Tax Debt Center is not decreased or is increased compared with that the project
completion.

4. The number of cases dealt as the self-enforcing is increased.

Current status: (Expected to be almost achieved)

It is expected to be almost achieved. Since the revision of laws related to international
taxation and collection will be implemented from January 2020, the impact cannot be
determined at present, but further tax revenue increases are expected by the enforcement of
the law. Detection rate of misfiling and non-filing on cross border transaction has been
increased. The tax collection by Tax Debt Center has also been shown to have a positive
effect.

For details, refer to the explanation for each Output.



1.2 Project Purpose
Mongolian Tax Administration in the field of international taxation and tax collection is
reinforced.
Objectively Verifiable Indicators:
(In the field of International taxation)

1. The number of advanced cases on audit of cross border transaction submitted by trainee
during the peer-review is increased compared with that of the beginning of the Project.

2. Knowledge is shared through case studies utilizing information of cross border
transaction collected and accumulated during the project period.

3. A proposal on amendment of laws related to the international taxation is submitted by

GDT, and received by Ministry of Finance.

(Tax Collection)
4. The number of cases dealt by the Tax Debt Call Center is increased compared with that

of the commencement of the Center.
5. Manual submitted by the Project is utilized at another district tax office in Ulaanbaatar
on a trial basis.

6. Revenue is recognized as a result of execution of self-enforcing.

Current status (Expected to be almost achieved)

This project supported GDT's efforts to revise international taxation and collection-related
tax laws, and greatly contributed to the development of the legal base related to tax
administration. In particular, granting self-execution rights to GDT by amending the law is
expected to increase the authority of tax officials and contribute to securing future revenues.
Accumulation of overseas transaction information and sharing of cases contributed to
securing tax revenue through penalty tax, and contributed to improving the capacity of
GDT to respond to overseas transaction taxation.

Formulation and improvement efforts of the Tax Debt Call Center were implemented with
the cooperation of the project. It contributed to the improvement of the collection ability,
such as the increase in the number of delinquency arrangements.

The manual was submitted to GDT. It will be used as a final version at the tax offices
throughout Mongolia, not as a pilot district trial.

Since the amended laws will be enforced in January 2020, it is not possible to measure the
amount of collection as a result of execution of self-enforcing at present, but GDT will
collect the information from January.

For details, refer to the explanation for each output.



1.3 Output 1: Middle and advanced level knowledge and practical skills necessary for
international taxation is acquired
Objectively Verifiable Indicators:
1. 80% of the trainees complete training for five times (during three years).
2. 100% of trainees improve their score of the Post-test compared with that of the Pre-test
3. More than half of all the cases submitted in the peer review reach the level of 3.5 as a

result of check-list evaluation.

Current status (Expected to be achieved)

1. Except for catch-up training and follow-up training (training received by those who were
not core members in the previous phase and who were unable to attend training in Japan),
88.1% of the participants completed the five training sessions.

2. With the exception of those who left the course due to unavoidable circumstances, all
participants (100%) scored higher in the comparison of the Pre-Post test.

3. The peer review was conducted on November, 2018 and December, 2019 in a manner
that all training participants were asked to prepare actual cases in advance and
demonstrated how they utilize their knowledge and skill acquired from the training. In
this project, based on the peer review evaluation document, advanced and complex
cases were set at 3.5 points. In the first peer review, it was 2.95, less than 3.5. In the

second peer review, it was 3.58.

Other activities carried out during this period

e Follow-up review of training participants was conducted twice in September 2018 and
2019. The trainees were first asked to fill in the questionnaire related to training and
then interviewed by the Project Experts, through physical attendance at participants’
work premises, as to how they utilize the knowledge and skills acquired during the
training at their work. During the interview, the expert got also acquainted with their
work activities and provided further recommendations. The report summarizing the
review results was submitted to GDT.

e The advanced level training for core staffs, responsible for international taxation was

held from August 26 for a week.

1.4 Output 2: Foundation of international taxation is further developed

Objectively Verifiable Indicators:



International Taxation Division of Strategy and Development Department and Risk
Management Department of GDT collect and accumulate information related to the
audit on cross border transaction.

Japanese project team finalizes a proposal on future taxation reform including
establishment of source rules on domestic source income, expansion of systems
related to international tax avoidance, and development of system for the elimination
of international double taxation.

Regulations related to international taxation based on the amended law are issued by
GDT.

Current Status (Expected to be achieved)
1.

Regarding international taxation organizations, the implementation of this project will
address international taxation issues within the State Budget Revenue and Control
Department (SBRCD) in addition to the GDT Tax Administration and Cooperation
Division (TACD), which deals with international taxation issues. A new unit was
established to strengthen the international taxation implementation system.
Accumulation of overseas transaction information began in 2017, and as of September
2019, 309 cases have been reviewed again. As a result, about 240 million yen has been
collected in Japanese yen so far.

Provided comments and recommendations on a regular basis in relation to provisions on
transfer pricing and transfer pricing documentation reflected in the General Law of
Taxation for example explanantion on transaction difference, how to adjust the
difference (difference adjustment 5 methods) and working capital adjustment.
Comprehensive documents compiling legislative acts of Japan and their supporting
ordinances and circulars in relation to transfer pricing documentation were prepared. In
particular, the comments were provided in draft regulations such as General
anti-avoidance rule, Mutual Agreement Procedure with foreign tax authorities,
Automatic Exchange of Information, regulation on selection and application of the most
appropriate method of making transfer pricing adjustment, registration and deregistration,
filing and payment of permanent establishment, and regulation on lodging request for
foreign tax credit and validating the request.

The project expert drafted GAAR draft for regulation. The others were prepared in the

form of expert advice on what the GDT prepared. This approach emphasizes ownership.



Currently, it is public comment period for regulations. It will be revised later if

necessary, and will be issued within the project period.

1.5 Output 3: Foundation tax collection is strengthened

Objectively Verifiable Indicators:
Function and targeted party of the Tax Debt Call Center is reexamined.

Manual for Improvement of tax collection and its related work is submitted by the
Project and is received by GDT.
GDT issues regulations related self-enforcing and completes development of necessary

materials including manuals.

Current Status (Expected to be achieved)
1. Since 2017, when GDT revised the Tax Debt Call Center management policy through

project support, the percentage of payment commitments has increased, and the number
of cases returned to the tax office has decreased. Efficient notification by narrowing
down to the following three conditions for the notification target ((1) new occurrence,
(2) non-payment of 3 tax areas, and (3) total non-payment by tax item is less than 1
million MNT) Contributed to the implementation. In addition, the strengthening of
cooperation between GDT and district tax offices has led to the early resolution of return
cases, etc., which has also led to operational efficiency.

Based on the revision of the general tax law, JICA project team had drafted a tax
collection manual and of written forms and submitted to the GDT on August. After the
public comments period, GDT will finilaize the manual.

The Project experts developed new draft regulations and necessary forms to be attached
to such regulations. These include “Regulations on implementation of actions to recover
tax arrears from persons with secondary obligation to pay taxes”, “Regulation on
granting grace period for payment of tax arrears”, “Regulation on sealing and seizure of
properties and assets” and “Regulation on organizing auctions and conversion into
monetary forms through direct contracts”. After the public comments period, GDT will

finilaize the regulation including manual.

Other activities carried out during this period



Trainings for tax officials, necessary for raising awareness of new tax law were held in
each Province regional centers and also organized centralized training for Soum tax
officials in Ulaanbaatar. Also trainings for all officials, responsible for tax collection
in District and the Capital city tax offices were held in GDT. The project expert
explained the difference between the old and the new tax law, and the significance

of the newly introduced provisions such as self enforcement right.

2. Issues related with the Project implementation

Both sides confirmed that the progress of the project is proceeding as planned.

In case where activities such as trial based development of the tax collection manual
and providing recommendation on improving internal operations are not finalized
resulting from adoption time of revised tax laws, the GDT will become required to
develop them on its own, facilitate and enhance their implementation.

The GDT has currently been handling with the development of necessary software for
Tax debt call center. As the failure of this system to he put into operation during the
Project period will likely have downstream impact on scheduled activities of the
Project in relation to enhancement of operations of the Center, the GDT itself would
become supposed to undertake necessary measures to eliminate such risks.

GDT has requested again to continue the JICA support through the Technical
Cooperation Project to ensure implementation of the newly introduced tax system at

the earliest timing possible.

ANNEX I. List of Participants
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L. INTRODUCTION

The parties have constantly been overseeing the implementation of the Project against the
Work plan discussed and approved by the 1% JCC meeting. 6™ JCC meeting was held in
December 2019 where the work performance of the Project in previous 3 years and

Objectively verifiable indicators were evaluated.
This 7% JCC meeting expects to confirm the Draft Final report of the Project.

II. KEY ISSUES DISCUSSED IN RELATION TO THE PROJECT

1. Both side confirmed the Project outputs as follows:

1.1 Output 1

e Prepared training materials and curriculum for staff to be specialized in international

taxation in May, August and November, 2018.

e The following domestic trainings were held:
» The preparatory level training (2017.8.21 — 8.25, Attendees 30)
» Intermediate training (2017.9.11 —9.15, Attendees 38)
»  Special training (2017.11.27 — 12.1, Attendees 38), (2018.11.26 — 11.30,

Attendees 33)
» Advanced level training (2018.8.27 — 8.31), (2017.9.11 — 9.15, Attendees 38),
(2018.8.27 — 8.31, Attendees 33), (2019.8.26 - 8.30, Attendees 30)
e The following training was held in Japan:
» Tax Collection training: 2017.2 attended call center officials.
= Advanced level training 2018.4.12 — 4.19 (Attendees 15)
» Advanced level training 2019.1.28 — 2.5 (Attendees 14)

e Follow-up review of training participants was conducted in September 2018 and
November 2019. The trainees were first asked to fill in the questionnaire related to
training and then interviewed by the Project experts, through physical attendance at
participants’ work premises, as to how they utilize the knowledge and skills acquired
during the training at their work.

e The peer review was conducted 2 times in a manner that demonstrating how they

utilize their knowledge and skill acquired from the training. (Dec., 2018, Dec., 2019)
//
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1.2 Output 2

The Project experts reviewed the draft General Law of Taxation and Corporate
Income Tax Law, provided necessary recommendation and comments. New
provisions regarding Source rules, Definition on permanent establishment, Transfer
pricing methods and documentation, General anti-avoidance rule, Mutual agreement
procedure, Exchange of information, Controlled foreign company taxation, Thin
capitalization and Earning stripping rule is reflected the above written new tax law.
Comprehensive documents compiling legislative acts of Japan and their supporting
ordinances and circulars in relation to transfer pricing documentation were prepared.
In particular, the comments were provided and made them reflected in draft
regulations such as on General anti-avoidance rule, Transfer pricing and determining
arm’s length price, Permanent establishment, and on Exchange of information.

Draft of the manual and materials to be used are being developed and advices to
relevant staffs have been provided whenever possible. Translation of updated edition
of the OECD Model Tax Convention on Income and on Capital 2017 was done in
response to GDT request. The book so-called “Miscellany of legal provisions of
Japan related to international taxation” and “Comprehensive guide of Japanese taxes”
were prepared and published in 200 pieces, and distributed to all training participants.
The book was also handed over to the Tax Administration and Cooperation

Department of GDT and its library.

1.3 Output 3

The Project team experts developed recommendations to the Draft of General tax law
amendment related to self-enforcement right and other tax measures, which are
necessary for tax collection strengthening together with a description of the grounds
for incorporating the law and submitted to joint WG with the MOF. Twenty-one (21)
meetings were organized with the working group to discuss the content of the draft
law and the project was amended. New provisions such as Self-enforcement right of
tax authority in tax collection, Priority of national taxes, Secondary obligation of tax
payment, Granting grace period, Collection of risky taxes forehead were introduced to
the General tax law.

Organized monthly meetings with the working group to discuss on contents of draft
General Law of Taxation, provided advice and incorporated amendments to the draft

law. The Project experts developed new draft regulations and necessary fo%«a
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attached to such regulations. These include Regulations on Implementation of actions
to recover tax arrears from persons with secondary obligation to pay taxes, Regulation
on granting grace period for payment of tax arrears, Regulation on sealing and seizure
of properties and assets and Regulation on organizing auctions and conversion into
monetary forms through direct contracts.

Developed an implementation plan for effective measurement on the Tax Debt Call
Center and Provided the information needed to develop a technical assignment related
to the development of the debt call system and consulting on the technical assignment
project. Since establishment of the Tax Debt Call Center, 28,054.4 million MNT has
been collected through the period from March 2016 to the end of October 2019. By
handling small amount of delinquency at the center, the staff in charge can allocate
time for cases of larger amounts.

72 computers were handed over to the tax offices of Songinokhairkhan and Chingeltei
districts for increasing internal administrative work efficiency.

Draft tax collection manual on delinquency arrangement was prepared by the Project

experts and finalized by the counterparts based on the approved tax regulation.

2. The project will end as scheduled by R/D. However, JICA acknowledged the necessity of
follow-up activities for the steady effectuation of amended tax law from January 2020.
Therefore, based on the request from GDT, JICA decided to additionally dispatch the
project team until the beginning of March 2020.

The main tasks of the experts during the above mentioned additional dispatching period

are as follows:

International Taxation

1))

2)

Consider measures to qualitatively improve the training for core staff in charge of
international taxation. Specifically, based on the training system conducted in the
project, discuss with GDT about (1) implementation department, (2) implementation
target, (3) implementation time, and (4) content.

Consider measures to increase the number of staff in charge of international taxation.
Although the training of a wide range of human resources is the mission of the

Training Center. During the extension period the Project will discuss with GDT

4



3)

4)

regarding the development of a specific curriculum of international taxation training
and formulation of a system for selecting and recruiting human resources for core
staff.

Consideration of the tax inspector's tax audit support measures. It is certain that
inspectors will encounter more complex and sophisticated investigations during a tax
audit under the new international taxation system, which will take effect on January 1,
2020. In order to cope with this situation, discuss with GDT what kind of support
should be established for both the investigation method and judgement within GDT.

Grasp the situation after the enforcement of the tax law amendment.

Tax Collection

1Y)

2)

3)
4)

3)
6)

7)

Advice on the Amended Tax Law and Enforcement Order (Ordinance of the
Commissioner, GDT)

Advice for finalization of the delinquency arrangement manual by GDT and Q & A
on the utilization of the above written manual after its enforcement.

Advice on training implementation and support as a trainer.

Advice on improvement of the execution system and handling of issues under
implementation of the new legal environment.

Advice on coordination with related organizations.

Grasp the status of integration of the delinquency notification work with the new
system.

Grasp the situation after the enforcement of the tax law amendment.

The GDT reported on the implementation status of the amended law after its enforcement.

GDT requested JICA for advice on measuring the effects of the revised tax law. The

Project team has stated that advises will give on effect measurement as far as possible

during the additional dispatching period.

The JICA project team reported the summary of the Draft Final Report. GDT has agreed

to consolidate the Project completion report (Final report) with such content.

The JICA project team made the following recommendations, which should be

implemented after the completion of the project:

1) Common issues in international taxation and tax collection

)4

Establish executing structure and determine its duties %
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Develop human resources with practical skills available to respond to the new tax
system

Develop a sustainable internal training system

Preparation of manuals and forms necessary for implementation of the new tax system
Establish management system for handling issues during execution

Promote public relation efforts through media, tax accountant association and other
specialized government and non-government organizations regarding the new tax
system and its implementation.

International Taxation

Amendment of concluded inequality tax treaty

Consideration on tax treaty between Japan and Mongolia

Affiliation to multilateral treaties and systems

Improve GDT and MOF officers' understanding of the latest theories of tax treaties
Consideration on introduction of provision regarding the Advance Pricing Agreement
(APA, an agreement between a taxpayer and a tax administration as to the transfer
pricing methods that will be used to determine the arm’s length price in transactions
between the taxpayer and related parties) to the tax law.

Formulation of international tax-related enforcement ordinances and tax calculation
examples

Case study on taxation in other countries

Preparation of English test books on International taxation

Preparation of manual for transfer pricing audit

Tax Collection

Promote arrangement of individual delinquency cases (cases that are difficult to
arrange)

Coordinating proceedings with the Execution Court

Improve the execution environment
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