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In this Alert, we bring updates on the Temporary Tax Relief Measures and other changes recently endorsed
by the Government of PNG.

Have something to contribute? E-mail us at DTTTaxPG@deloitte.com.pg

@ Temporary tax relief measures

In light of the inflationary aspects of current global market conditions, the Government of PNG has passed temporary amendments to the
following taxes:

1. Goods and Services Tax
2. Excise Tariff

3. Salary & Wage Tax

Goods and Services Tax (GST) - Temporary Exemption on Fuel
The Government has passed an amendment to the GST Act 2003 that temporarily exempts GST on sales of petrol, diesel, zoom and
kerosene. The exemption is stated to be for fuel for the use of household and small and medium-sized businesses.

This temporary relief measure specifically excludes application to importation or supplies made for the sole use in carrying on the
operations of following:

* Resource companies
* International Freight Operators

¢ Power Producers

The GST treatment of supplies made to the above three taxpayer groups should therefore not be altered by the temporary measures.
The effective dates for this amendment are from 1st May 2022 to 31st October 2022.

To support the changes, the IRC has released a Public Notice, entitled Temporary GST Exemption on Fuel. This Public Notice is available on
the IRC website, or can be emailed to you by one of the Deloitte contacts listed below.

The Public Notice clarifies that the IRC interpret the temporary change as an outright exemption for GST on the supply of fuel which
applies at the point of import and at the point of all domestic sales. The Public Notice also states that the exemption applies on the
supply of fuel generally to the public at large, with the exception of the abovementioned three categories of taxpayers that are specifically
excluded. This means all businesses apart from the 3 taxpayer groups listed are treated as small and medium sized businesses under
the measures.

The effective date of the relief was 1st May 2022 and therefore the exemption should be applied from that date to sales or purchases of
these fuel products made from 1st May 2022. The temporary measures do not apply to fuel stock that existed before this date. This leaves
affected taxpayers with a burden of proof on substantiating their circumstances in order to claim any input tax credits around the
transition time. Fuel suppliers will have to identify and apportion between the GST exempt sales and the GST taxable sales in order to
recover the correct GST inputs monthly.

Itis unfortunate that the temporary GST relief was not implemented by way of zero rating the supply of fuel. The exemption of GST on the
fuel products means that taxpayers in the business of selling exempt fuel products will no longer be able to claim GST input costs on other
(non-fuel) expenses incurred in order to get the fuel products to selling point, e.g. transportation, service station related expenses and
other overheads. By making fuel exempt for GST, the GST input costs incurred on expenses relating to the selling of exempt fuel products
become a non-recoverable cost to these taxpayers. Alternatively, zero rating the supply fuel would have allowed fuel suppliers to continue
to claim GST incurred on their (non-fuel) expenses related to the supply of fuel.

Fuel suppliers now need to pass on this irrecoverable GST cost to consumers or incur a reduction in their own margin. We understand the
ICCC are expecting the GST exemption to result in a full 10% reduction in fuel prices. This expectation would appear to be based on the
outcomes from a zero rating of fuel, not an exemption.
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Excise Tariff
Temporary amendments have been made to Schedule 1 of the Excise Tariff Act to remove the excise tariff imposed on the fuel products.
The tax relief measure is applicable from 1st May 2022 to 31st October 2022.

Tariff Item Product Duty Rate during relief period Duty rate from 1 November 2022  Unit

2710.19.10 Diesel Free K0.23 Per Litre
27101210 Petrol Free K0.61 Per Litre
2710.19.90 Zoom Free K0.02 Per Litre

Salary or Wage Tax

The tax free threshold for resident taxpayers has been increased from K12,500 to K17,500. The new SWT rates are applicable from 1st June
2022 to 31st December 2022. Non-resident SWT rates remain the same. Below is a summary of the salary range that exceeds K900 per
fortnight. The detailed SWT rates are below:

Tax Resident Rate Table (Where Declaration Lodged)

Where fortnightly income exceeds Tax Base Tax Rate for every K1 in excess
900.00 58.38 30%
1,269.00 169.08 35%
2,692.00 66713 40%
9,615.00 3,436.33 42%

(Equivalent) Annual Tax Residents Rate Table

Where annual income exceeds Marginal Tax Bracket Rate
Nil 0%

17,500 20%

20,000 30%

33,000 35%

70,000 40%

250,000 42%
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Climate Change (Management)(Amendment) Act 2021

In February 2022, the Government signed off on amendments to the Climate Change (Management Act).

A key change in the Act is the power now given to Climate Change Development Authority (CCDA) to develop targets, programs, processes
and controls for greenhouse gases emissions in all regulated sectors in PNG, including:

e Establishment of a Climate Resilience and Green Growth Trust Fund

* Raising levies, fees and charges on specified industries

¢ Allocating payments into and from the Trust Fund

* Incentives for the promotion of climate change initiatives

* Registration of verifiers and requirements of climate finance organisations

* Emissions mitigations requirements, fuel and climate building and infrastructure standards
* Relocation of at-risk communities and rights of customary landholder groups

e Establishment of an emissions trading scheme; and

Regulation of carbon rights and ownership.

Reminders: Tax and Statutory Compliance

e 21st May is the due date for Goods and Services Tax (GST); and

* Annual Returns with filing month in May are due by 31st May 2022.

For more details please contact your key Deloitte contacts or any of the following:
Leadership contacts

Andrew Harris Sanchika Sutharshan

Partner Partner
Tax and Business Services
Tel/Direct: +675 308 7160

ssutharshan@deloitte.com.pg

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

Declan Mordaunt Maygen Turliu

Senior Counsel Director
Tax and Business Services
Tel/Direct: +675 308 7017

mturliu@deloitte.com.pg

Tax and Business Services
Tel/Direct: +675 308 7037

dmordaunt@deloitte.com.pg
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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.com/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://www2.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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