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In this issue

In this Alert, we bring to you updates on the following:
* Personal Income Tax Relief
IPA reregistration required for Visa processing
GST Refund (CR2) and Offset (CR1) Requests
2023 Budget changes Gazetted
Management Fee Withholding Tax and Treaty Interpretation

Reminders on Tax and Statutory Compliance

Have something to contribute? E-mail us at DTTTaxPG@deloitte.com.au to include in the next Tax Alert.

Introduction

Happy New Year

Welcome to the firstissue of the Deloitte PNG Tax Insight for 2023. Our tax team brings to you updates in the tax legislation, palicy,
practices and technical tax awareness that impact taxpayers every day.

Temporary Personal Tax Relief

Following the 2023 National Budget sitting, the IRC has issued the public notice on 05 January 2023 confirming the temporary increase in
Employees Tax-Free Threshold to K20,000.

The tax-free threshold is applicable to resident taxpayers and is legislated only for a twelve month period scheduled to end on 31
December 2023.

The resident tax rate is as follows:

Where annual income Marginal Tax Bracket Rate Gross Tax
does not exceed K20,000 0% Nx 0
exceeds K20,001 but does not exceed K33,000 30% N x 0.30 - 6,000
exceeds K33,001 but does not exceed K70,000 35% N x0.35-7650
exceeds K70,001 but does not exceed K250,000 40% N x 0.40 - 11,150
exceeds K250,000 42% N x0.42 - 16,150

Note that there were some errors in the IRC Fortnightly tables released on 5 January 2023. The IRC uploaded an updated Fortnightly Tax
Tables in the IRC website on 03 February 2023. Please ensure payroll systems are adequately updated for this temporary change in the
tax-free threshold using the correct formula as provided by the IRC.

We note that the non-resident rates have not changed and that there remains no tax-free threshold for non-resident individuals.
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IPA Reregistration and Visa Processing

The department of immigration has advised that it is requiring
companies applying for visas to be re-registered with the IPA and
provide the new IPA Certificate. This is despite the legislation not
requiring re-registration with the IPA until 30 November 2023.

We note that while the IPA migration to the new system has not
been completed, companies can presently re-register through
manual lodgements. If you would like further information regarding
this please email one of the contacts listed below.

GST Refund (CR2) and Offset (CR1) Requests

The IRC further issued a public notice on 13 January 2023 in
relation to the GST refund requests due to a significant backlog
of requests.

The IRC has taken some key initiatives to address the caseload,
these include:
¢ Recruitment of additional resources;

¢ Review and modification of processes and procedures to achieve
set deadlines;

e The reduction of the quantity of the initial information required
at the time of lodging the request.

2023 Budget Amendments Acts Gazetted

To assist IRC in reducing the current caseload, taxpayers are
requested to comply with the following:

* When lodging the GST request, (CR1) or (CR2), provide the sales
and suppliers listing in accordance with the public notice issued
in September 2022.

« Allow the officers time to conduct the verification of the requests;

e Requests on the status of the case is limited to a four-weekly
interval;

¢ CR71 and CR2 forms are not to be sent unless requested;
* The submitted GST request will initially take time as the request

has to be allocated and actioned.

The IRC envisions to reduce the turnaround time of the GST
request to under 60 days.

The amendments Acts accompanying the changes announced in the 2023 Budget have been certified (12 January 2023) and now
Gazetted, Gazette date 23 January 2023. This includes the abovementioned changes to the salary and wages tax rates as well as the

increased corporate tax rate of 45% for commercial banks.
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Management Fee Withholding Tax and Treaty Interpretation

InJanuary a delegation from the Australia PNG Business Council
delegation went to Canberra. Discussions included challenges
facing Australian businesses working with PNG customers. The
IRC's interpretation of the tax treaty with Australia was raised, and
promoting trade between the two countries. Australian Treasury
reaffirmed its position on the matter, which disagrees to the
interpretation of the IRC. A formal statement subsequently issued
by Australian Treasury on 8 February 2023 noted:

* The Australian Government considers that Papua New Guinea's
(PNG) proposed imposition of a management fee withholding tax
(MFWHT) is inconsistent with the Australia-PNG tax treaty. The
Australian Government is of the view that management fees are
normal business profits covered by article 7 of the treaty which
assigns the taxing rights over this income to Australia (where the
Australian resident does not have a permanent establishment or
branch in PNG) and not PNG.

The Australian Government has communicated this view to PNG
formally via both the Competent Authority under the treaty

(the Australian Taxation Office) and through the Australian High
Commission directly to the Commissioner-General of the PNG
Internal Revenue Commission (IRC).

Notwithstanding the representations the Australian Government
has made, the PNG IRC remains of the view that its interpretation
of the tax treaty is correct and that its imposition of the MFWHT
is necessary to address integrity issues that allow management
fees to be paid to overseas companies to avoid paying tax in
PNG.

* The Australian Government maintains its view that the PNG
IRC approach to the MFWHT is inconsistent with the tax treaty
and should it be implemented, will make it more expensive for
Australian business to serve PNG. Consequently, the Australian
Government has not proposed amending the treaty to resolve
this issue and does not support renegotiating the treaty.

* The Australian Government will continue to engage with PNG
authorities on this issue, noting that the treaty provides limited
capacity to resolve disagreements as it does not currently bind
either party to engage in arbitration.

We note that for now the IRC have withdrawn their public notice
and have stated further communications will be made once
consultation with the tax treaty partners is complete.

Reminders: Tax and Statutory Compliance

* 28 February is the due date for all Annual reconciliations; and

* Annual Returns with filing month in February are due by 28 February 2023.
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For more details please contact your key Deloitte contacts or any of the following:

Leadership contacts

Sanchika Sutharshan
Partner

Tax and Business Services
Tel/Direct: +675 308 7160
ssutharshan@deloitte.com.pg

Andrew Harris

Partner

Tax and Business Services
Tel/Direct: +675 308 7010
andrewharris@deloitte.com.pg

Declan Mordaunt

Senior Counsel

Tax and Business Services
Tel/Direct: +675 308 7037
dmordaunt@deloitte.com.pg

Maygen Turliu

Director

Tax and Business Services
Tel/Direct: +675 308 7017
mturliu@deloitte.com.pg

Deloitte.

Deloitte Touche Tohmatsu Limited
Deloitte Haus

Level 9, Macgregor Street

Port Moresby

Papua New Guinea

This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related entities (collectively
the “Deloitte Network”) is, by means of this publication, rendering professional advice or services. Before making any decision or taking any action that may
affect your finances or your business, you should consult a qualified professional adviser. No entity in the Deloitte Network shall be responsible for any loss
whatsoever sustained by any person who relies on this publication.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited ("DTTL"), its global network of member firms, and their related entities. DTTL (also
referred to as "Deloitte Global”) and each of its member firms and their affiliated entities are legally separate and independent entities. DTTL does not
provide services to clients. Please see www.deloitte.comn/about to learn more.

About Deloitte

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member
firms in more than 150 countries and territories serves four out of five Fortune Global 500®companies. Learn how Deloitte’s approximately 286,000 people
make an impact that matters at www.deloitte.com.

About Deloitte Asia Pacific

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities
provide services in Australia, Brunei Darussalam, Cambodia, East Timor, Federated States of Micronesia, Guam, Indonesia, Japan, Laos, Malaysia, Mongolia,
Myanmar, New Zealand, Palau, Papua New Guinea, Singapore, Thailand, The Marshall Islands, The Northern Mariana Islands, The People’s Republic of China
(incl. Hong Kong SAR and Macau SAR), The Philippines and Vietnam, in each of which operations are conducted by separate and independent legal entities.
About Deloitte Asia Pacific

About Deloitte Australia

In Australia, the Deloitte Network member is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading professional services
firms. Deloitte Touche Tohmatsu and its affiliates provide audit, tax, consulting, and financial advisory services through approximately 8000 people across
the country. Focused on the creation of value and growth and known as an employer of choice for innovative human resources programs, we are dedicated
to helping our clients and our people excel. For more information, please visit our web site at https://www?2.deloitte.com/au/en.html.

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Asia Pacific Limited and the Deloitte Network.
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