SUBM SSI ON 44
From BP Australia Proprietary Limted

Timor Sea Treaty between the Governnent of Australia and
t he Gover nnment of
East Ti nor

BP Australia is a supplier of petroleum products to
entities conducting

operations in the JPDA and to entities making flights into
that area

Havi ng perused the draft Treaty and in particul ar

Annex G under Article 13 (b) of this Treaty -Taxation Code
for the

Avoi dance of Doubl e Taxation and the Prevention of Fiscal
Evasion in

Respect of Activities Connected with the Joint Petrol eum
Devel opnent Area

, Article 18,

we are unclear as to the intended application of taxes and
t he pl ace of
this treaty with regard to existing tax | aws.

Custonms duties are specifically excluded, several taxes
are specifically

| NCLUDED; as excise is like Custons duty and also is
NOTi ncl uded we

believe that it is not intended to be applicable. W
suggest that it would

be useful to nmake an affirmative statenent.

It appears that one interpretation could result in a single
transaction

bearing : -

90% of the "Sal es taxes" that would apply were it a
donestic East Tinor

transaction

PLUS

10% of the "Sal es taxes" that would apply were it a
donmestic Australian

transaction

In our view such a regine would be totally unworkable from
a supplier's



Vi ewpoi nt .

If the Nations wish to apply such a tax burden; then we
suggest that they

do it through a "reverse charge" nechani sm under which the
JPDA

operator(s) would buy itens tax free and cal cul ate and
remt the taxes to

the Nati ons.

As a supplier of fuel to aircraft (and potentially Marine
craft) that

travel from East Tinor and/or Australia to a destination in
t he JPDA we

seek certainty as to the tax status of that supply. These
suppl i es do not

seemto be addressed by the treaty. It therefore seens
reasonable to treat

them a being international flights/voyages - but we need
confirmation that

that is the intent and interpretation of the Governnents.

As a supplier of bulk fuel for use in the JPDA we see the
fol |l ow ng
potential scenarios

| sent fromDarwin to the JPDA
| sent fromDli / East Tinor to the JPDA
Ol sent from Singapore to the JPDA

a
a

Qur understanding is that as the JPDA is not a part of
Australia that GST

does not apply, accordingly Article 18 Indirect taxes
coul d have no

effect unless and until Australia anended the GST Act to
make it

potentially taxable. W seek clarity (by way of an

expl anati on of the

rel evant |egal basis) on this.

W wonder how Australian Taxes nay be deened to be
applicable to an

"inmport" from Singapore to the JPDA. W seek clarity (by
way of an

expl anation of the relevant |egal basis) on this



Article 18 Indirect taxes

Goods introduced into the JPDA, whether or not
froma
Contracting State, and services provided to a person in the
JPDA, may, at
or follow ng introduction, be taxed in both Contracting
States in
accordance with applicable Australian goods and services
tax law or the
East Tinor val ue added tax or sales tax |law as the case may
be, but the
taxabl e anmount in relation to such goods and services shal
be an anount
equi valent to the framework percentage of the anmount that
woul d be the
t axabl e anount but for this paragraph.
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