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Public Ruling: Whoisaresident of East
Timor for tax purposes?

Relying on thisRuling

Thisisapublic ruling within the meaning of Section 66 of Regulation 2000/18.
Information in this ruling may be relied upon by taxpayers as the basis for
determining their tax liability.

| ntroduction

1. There are anumber of rulesin the wage income tax and
income tax provisons that distinguish between the tax trestment of a
"resdent” of East Timor and that of a"non resdent".

2. In the wage income tax, different rates of wage income tax are
imposed on the wages of resident natural persons and non-resident
natura persons. Also, there is an exemption for wages paid to
qudlifying non-resident persons under a contract of employment
entered into prior to 30 September 2000 to provide servicesfor a
project approved by UNTAET and funded by a foreign government.

3. In the income tax, the distinction between residents and non-
resdentsisreevant for severd reasons

there are different rates of withholding imposed on business
income and investment income paid to residents and non
resdents,

withholding tax imposed on many types of businessincome of
resdentsis non-find while withholding tax impased on
income of non-resdentsisfind; and

resident taxpayers are entitled to a"foreign tax credit” in
respect of any foreign tax imposed on foreign source income
they derive (Directive 2001/2, s. 27).

4. This Public Ruling explains when anaturd person and alegd
person will be aresdent of East Timor. Any natural person or legdl
person who does not satisfy the definition of aresident will be anorr
resident of East Timor for tax purposes (Regulation 2000/18, s. 3).

5. A natura person or alegal person that is not aresdent of East
Timor may derive income through a permanent establishment in Eagt
Timor. The provisonsin the tax law which gpply to income derived

by non-residents through permanent establishments are in many cases
smilar to those that apply to residents.



ETRS/SRTL Public Ruling 2001/11

Page 2 of 6

6. A permanent establishment of a non-resident meansan
establishment to conduct business or engage in activitiesin East
Timor (Law of Income Tax, Art. 2(5)) including:
aplace of management;
abranch office;
arepresentetive office;
an office building;
afactory;
aworkshop;
aplace of mining, drilling or extraction of natural resources,
afishery, place of anima husbandry, farm, plantation or forest;
acongruction, ingtalation or assembly project;
the furnishing of servicesin any form by employees or other
personsif the services are provided for more than sixty daysin
any twelve month period;
an agent other than an agent of independent States,
an agent or employee of a non-resident insurance company
where the company receives insurance premiums from East
Timor or insuresrisksin East Timor.

With the exception of a permanent establishment congtituted by
the furnishing of services by employees or other persons, there are
no time limits that must be satisfied for one of the items noted to
be a permanent establishment.

7. The classfication for tax purposes of anaturd person or legd
person as aresident or a non-resident has no effect on a person's status
for other reasons such as citizenship, rights of entry, or immigration.

When isa natural person aresident of East
Timor?

8. A naturd person (an individud) is generdly regarded as being
aresdent of East Timor for tax purposesif the person is present in
Eagt Timor for more than 182 daysin atax year. A natura person who
has been present in East Timor for more than 182 daysin atax year
could however be regarded as a non-resdent where their permanent
place of abodeisnot in East Timor (Regulation 2000/18, s 3).

9. For the purpose of gpplying the definition of a"resdent”, a

person is considered to be present in East Timor on the day of arriva
in Eagt Timor and on the day of departure.
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10.  Where aperson becomes aresdent of East Timor during atax
year, the person istrested as aresident from the time they became a
resident, not from the beginning of the tax year. Similarly, when a
person ceases to be aresdent, the person istreated as aresdent until
the time the person ceases to be aresident.

Example:

Joao Araujo moves to East Timor to take up residence on July
1, 2001. On June 30, 2008 he moves from East Timor to
Portugd.

In 2001, Joao isaresident from July 1. Asaresult, hewill be
lidble to tax on his worldwide income from July 1, but only his
income from sources in East Timor in the period January 1

until June 30 will be atax object. 1n 2008, Joao ceasesto be a
resident after June 30. After June 30, only hisincome from
sourcesin East Timor will be atax object.

11. A person who ispresent in East Timor for more than 182 days
in atax year will be aresdent of East Timor unless the person's
permanent place of abode isnot in East Timor. The 182 daysin East
Timor does not need to be continuous. Where a person’s presence in
East Timor spans two (or more) tax years, the 182 day test will be
considered separately in respect of each tax year.

12. A person's current place of abode isthe place where the
person isresiding from timeto time. However, a permanent place of
abode is the place that a person maintains and has available as a place
of abode even when the person is temporarily aosent from the country.
Permanent in this sense does not mean everlagting but rather that an
abode is maintained and available for a person as a permanent place of
resdence a a particular time when the person is away from the
ordinary place of residence.

13. Where aperson's permanent place of abodeisfound isan
objective question of fact. A subjective hope or intention to return to
aplace will not on its own make that place into a permanent place of
abode. Rather, the place must be maintained and available asa
permanent place of abode. This meansthat if a person clamsaplace
other than the place a which the person is currently living is actualy
the person's permanent place of abode, there must be objective
evidence to show the other place is actudly being maintained and
available as the permanent place of abode.

14. A vaiety of objective factors may be used to demonstrate that
a place other than the place a which a person is currently living is
being maintained as the person's permanent place of abode. These
include:
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maintenance of aresdence a which a Spouse or a spouse

and dependent members of the person's family reside;

operating bank accounts, credit cards and other financia

indicators from the place of permanent abode;

taking out of hedlth insurance at the place of permanent

abode;

maintenance of a vehicle and vehicle insurance a the place

of permanent abode; and

maintenance of ordinary socid ties such asclub

memberships.
15.  Thesefactors may be used to show that a permanent place of
abode is being maintained in the tax year. The most important of
these for this purpose is actual maintenance of another residence. In
the absence of another residence, the other factorsindicate that the
person plans to return to another jurisdiction in the future but not that
the person has maintained a permanent place of abode esewherein
the tax year.

Example 1

Philip Clarke livesin Darwin with his wife and two children.
In April 2001 heis offered a nine-month position with an
ETTA depatment. He movesto Dili a the end of April to
take up the position. Hisfamily saysin his Darwin house and
he flies home to vist them on a weekend once every six
weeks. He has maintained his vehicle, hedlth insurance and
membership in various Darwin clubs and organisations.

Although Philip will be in East Timor for more than 182 days
in 2001, he will not be aresident of East Timor because he can
establish that he has a permanent place of abode in Darwin. It
ishisintention to return to thisabode and it isbeing
maintained for hisreturn.

Example 2:

Robert Black lives in Washington, D.C. with hiswife and son,
who attends university in Washington. Robert is offered atwo
year contract with an international non-governmenta
organisation, to be based in Dili. The organisation indicates
that the contract can be extended if funding is avalable a the
end of the two year period. Robert accepts the offer and he
and his wife make arrangements to moveto Dili. They
organise for the storage of their furniture and car. Their son
moves to a student resdence at the university and they rent
their house. Their intention isto return to Washington &t the
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end of the two year contract though they agreed to rethink their
stuation if an extensonisoffered. Robert has retained dl his
bank accounts and credit cards so he can continue to use them
when making short trips out of Dili but has suspended his gym
membership.

Robert and hiswife are resdents of East Timor in 2001. They
arein East Timor for more than 182 days and they do not have
a permanent place of abode elsawhere. Whilethey do own a
resdence in Washington, it is not a permanent place of abode
becauseit is not being used or maintained as a place of abode
while they are present in East Timor.

16.  TheEast Timor Revenue Service will generdly accept a
person’s “ self determination” of whether they are aresident or non-
resident for tax purposes. Other parties, such as employers and
tenants, who are required to withhold tax from payments they make
should also accept the “ sl determination” of the payee (e.g.
employee/landlord) or seek advice from the East Timor Revenue
Service.

17. If the East Timor Revenue Service subsequently obtains
evidence, usually through atax audit, that a person had no evidence to
support their self-determination, pendties may apply.

When isalegal person aresident of East
Timor?

18.  Alegd person (anon-individud) isaresdent of East Timor
when the legal person was incorporated, formed, organized, or
established in East Timor (Directive 2001/2, s. 1). Thiswording
reflects the different types of legd person and the different waysthey
can be set up. In essence, the sole test of residence for alegd personis
the place where the legal person was established or otherwise formed.

Date of Effect

19.  Thisruling has effect from 31 March 2001.

Thomas Story
Commissioner of East Timor Revenue Service
31 March 2001

Legislative references:

definition of “resdent” Reg 2000/18, s 3
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resident legal person Dir 2001/2,s. 1
permanent establishment Law of Income Tax, Art. 2(5)
foreign tax credit Dir 2001/2, s. 27



