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QUESTIONS AND ANSWERS
ON

TAXATION IN EAST TIMOR

1. Why should citizens pay taxes?

An independent Eagt Timorese government will need to have tax revenue. UNTAET
has aresponsibility to put atax sysem in place to prepare Eagt Timor for
independence.

2. Why not wait with tax collection until the country is stronger?

The Ead Timor Trangtiond Adminidration (ETTA) has amandate to provide
sarvicesto Eagt Timor before an dected East Timorese government isindaled.
About two thirds of the ETTA budget is funded by interretiona donors. They ask
that East Timor generate Some of its own revenues.

UNTAET has dso aresponghility to put atax sysem in place to prepare Eagt Timor
for independence. Training East Timorese to collect taxesis part of this effort.

3. Who hasto pay taxes?

People who earn more than US$100 in East Timor will have to pay income tax,
except for those covered by Internationd Conventions. For example, foreign
businesses and people working for businesses NGOs and the East Timor
Trangtiond Adminidration will pay tax. Foreignerswill so haveto pay tax on
their incomesin Eagt Timor.



4. Why do UNTAET dgaff not pay taxes?

All UNTAET gaff holding aregular gppointment governed by UN gaff rules pay 25
per cent of thelr gross sdary as a“ daff assesament” to the United Nationsin New

York ingtead of taxes. Thismoney is paid to the home country of the staff member to
replace the income taxes that they would otherwise pay.

5. Wheredoesthetax revenue go?

The revenue from taxesin East Timor goes to the East Timor Consolidated Budget.
Thishelps pay for expenditure by the Eagt Timor Trangtiondl Adminigration
(ETTA). For example, thismoney heps pay the wages and provide equipment for
teachers, police and nurses.

Tax revenues do not go towards UNTAET, the PKF or CIVPOL. These costsare dl
entirdly borne by the United Nations budget with the money coming from New
York.

6. How werethe East Timorese people consulted about the tax regulation?
The population isinvolved in decisons through the Cabinet and Nationa Council.
The Cabinet and the Nationd Council gpproved dl changesto the tax regulation
before they become law.

For example, they gpproved Regulation 2000/35, which introduced an income tax.
The mgority of the Cabinet members (5 out of 9) are East Timorese,

All the 36 members of the Nationa Council are East Timoree.

7. Why weretheseincometax rates chosen?

Theincometax sysem isSmilar to the system that applied prior to the popular
conaultation, dthough it has been somewhat smplified.

Thetop tax rate of 30 per cent has been maintained. The 15 per cent tax rate has
been abolished. The 10 per cent tax rate has been maintained. No tax is payable on

the firg $100 of income, which is the maximum that could have been daimed
formery.

8. What arethelargest expenditureitemsin the ETTA budget?

The largest expenditure itemsin the ETTA budget (Consolidated Fund for East
Timor) for 2001-02 are for education, eectricity, hedth and police (See beow).



Education, Y outh and Culture & University (13.3 $US million)
Power Authority (10.8 $US million)

Hedlth (6.9 $US million)

East Timor Police Sarvice (5.3 $US million)

Centrd Administration, induding public works (4.8 $US million)
Water and Sanitation Authority (2.6 $US million)

Judicid Affars (1.8 $US million)

Roads (1.5 $US miillion)

Other (13.8 $US miillion)

Totd: 60.8 SUS million

The Power Authority will recover Sgnificant amounts of its expenditure through
billsfor thelargest users of dectricity.

9. What research on the Eagt Timor economy has UNTAET undertaken?
Research has been undertaken on awide range of economic activitiesin East Timor.

For example, Census and Statigtics has conducted monthly surveys of prices,
induding in the Dili market, ance April 2000. Exchange rates are monitored daily
and are announced on radio. A survey of business enterprises was undertaken in
November 2000. UNDP has conducted a survey of household incomes and
expenditures. A joint ETTA/World Bank/UNDP poverty assessment survey will
commence within the next few weeks.

11. Can an independent and eected government of East Timor change these
taxes?

Y es. These taxes can be changed by an independent and dected government of East
Timor. The Nationd Council and the Cabinet can dso change tham
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