Table 5: Legal Instruments introducing tax incentives, by provision type

The symbol \” indicates the tax type for which exemption is authorized.

Prr(;;lszon Sub-type Title of Legislation Provision IT CT;X "lg][;e EX
Primary (i) Revenue Laws | Income Tax Act 2007 Section 15; Income of King \
Legislation [Legislation] Section 16; exemptions provided for in other legislation \
Section 17; exemptions under international agreements \
Section 18; income of non-profit organisations \
Section 19; pensions \
Section 20; retirement and death gratuities \
Section 21; dividends N
Section 22; income of approved retirement funds and life insurance companies |
Section 23; scholarships \
Section 24; maintenance payments \
Income Tax (Amendment) | Section 20A Exempted payouts from Legislative Assembly Retirement Fund N
Act 2020
Consumption Tax Act Section 5;
(3) (a) [authority to exempt by Order] and (b) [Supplies & Imports for HM the \
King]
Customs Act Section 3 Customs duties [authority to exempt by Order] \
Excise Tax Act Section 3 Excise Tax [authority to exempt by Order] \
(ii) Other Asian Development Bank | Section 15 NN N N
Legislation Act Second Schedule [Article 56]
Bretton Woods Section 9
Agreements Act Schedule I Article IX Section 9;
Schedule II Article VII Section 9; NN \/ \/
Schedule III Article VI Section 9;
Schedule IV Article VIII Section 9;
Diplomatic Relations Act | The Schedule YRR V
Electricity Act Section 29 Customs duties R




International Schedule paragraph 2
Organisations
(Immunities and
Privileges of Certain
Officers) Act
Legislative Assembly Section 13
Retirement Benefits
Scheme (Amendment)
Act 2020
National Reserve Bank of | Section 55 N
Tonga Act
National Retirement Fund | Section 13 N
Benefits Act
Retirement Fund Act Section 9 \
Subsidiary @) Revenue Customs Excise & Regulation 20 Ship stores \
Legislation Laws Management Regulations | Regulation 38 Re-imported goods \
[Regulations] | 2008 Regulation 70 Crew requirements[cigarettes] \
Regulation 77 Passenger duty free allowances \
Regulation 78 Temporary admissions [Imports] \
Regulation 136 Relief consignments \
Customs (PACER PLUS) | Regulation 19 Decisions on preferential tariff treatment applications N
Regulations 2020
INCOME TAX
ORDERS
(ii) Revenue Law | Income Tax Order No.9 Section 5(1)

[Orders]

2017
[General Application]

Chargeable Income - Income Tax Rates
$0-$10,000 0%

$10,001-$30,000 10%
$30,001-$60,000 20%

$60,001 and over 25%”.”

Gazette Supplement No.
2, 8 Apr 2015 [Tourism]

(1) That any income tax (including capital gains tax) and non-resident withholding
tax payable by Tanoa Hotels (Tonga) Limited will be revoked commencing from




the date the lease of the land, on which the Tanoa International Dateline Hotel is to
be situated and described in a Deed of Agreement between The Government of the
Kingdom of Tonga and International Dateline Hotel Limited and Tanoa Hotels
(Tonga) Limited, executed at Nuku’alofa on 12 March 2015, is lawfully registered
and shall expire after 15 years. (2) For the avoidance of doubt, Tanoa Hotels
(Tonga) Limited shall still be required to lodge income tax returns and non-resident
withholding tax returns for each financial year in accordance with Tongan law.

Gazette Supplement No.
15,27 Sep 2017
[Tourism]

(1) That any income tax payable by Friends Hospitality Company Limited
trading as Kongakava Hotel, will be revoked commencing from the financial year
in which the Kongakava Hotel opened for business and shall expire after 5 years.
(2) For the avoidance of doubt, Friends Hospitality Company Limited shall still be
required to lodge income tax returns for each financial year in accordance with
Tongan law.

Gazette Supplement No.
6, 18 Feb 2021

All capital items imported by the Independent Power Producer Green Energy
Technology Limited

Gazette Supplement No.
21, 30 Jun 2021 [World
Bank]

That all income tax applicable to salaries and emoluments of local employees of
the World Bank shall be revoked.

Gazette Supplement No.
3, 27 April 2022

That any non-resident withholding tax payable by the Japan International
Cooperation Agency in respect of interest accruing from its loans to Sunergise New
Zealand Limited for the solar farm projects at Pea, Kolovai and Masilamea, shall
be revoked.

CONSUMPTION
TAX ORDERS

OIC GS 3B of 31 Mar
2005 Exempted Supplies

Medical prescription, dental, nursing or health services.

Education services

Financial services

Public Transport services

Lease of Land for residential purposes.

Import which if supplied in Tonga would be an exempt supply (under Order 1)
Imports not exceeding $500 in value accompanying a person.

Imports by diplomats according to law.

OIC GS 3B of 31 Mar
2005 Zero-Rated Supplies

Export of goods
Export of services supply for the use outside Tonga
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3. Supply of international transport of goods or passengers’ services from a
place outside Tonga to another place or if the transport or part of the transport is
across the territory of Tonga.

4. Supply of goods as part of the transfer of part or whole of a business as
going concern by a registered person to another registered person [under
condition]

5. Electricity supplied by any supplier for domestic purposes.

6. The first 20 cubic meters of water per month supplied by any supplier for
domestic purposes.

OIC GS 5 of 10 June 1. Imports of insecticides, pesticides and fungicides for use of agriculture
2005 Exempted Supplies |2. Imports of agricultural machinery and implements, including hand tools
[Agriculture] and timber milling machinery.

3. Import of Agricultural seeds and fertilizer

4. Import of Stock feed

5. Import of Live poultry

6. Import of Live bovine animals

7. Import of Live swine

8. Import of Packing materials for use in agriculture

OIC GS 5 of 10 June 1. Insecticides, pesticides and fungicides for use of agriculture
2005 Zero-rated Supplies |2. Agricultural machinery and implements, including hand tools and timber milling
[Agriculture] machinery.

3. Agricultural seeds and fertilizer

4. Stock feed

5. Live poultry

6. Live bovine animals

7. Live swine

8. Packing materials for use in agriculture

OIC GS 19 of 27 Aug 1. Imports by a public international organisation, foreign government, or any
2009 Exempted Supplies other person to the extent that organisation, government, or person is
[Public international entitled to exemption from Consumption Tax under an international
organisations and non- agreement.

profit organisations] 2. Imports by a non-profit organisation acquired for the purposes of providing

charitable activities




OIC GS 19 of 27 Aug
2009 Zero-rated supplies
[Public Domestic
Transport Sector]

1.

Fuel supplied for use in public domestic air and shipping services operating
within the Kingdom.

CT Order 2013 Imports of the following is exempted (under conditions):
Exempted Supplies 1. Any fishing vessel
[Fisheries] 2. Navigation equipment to be used on fishing vessels.
3. Sea safety equipment to be used on fishing vessels.
4. Outboard and inboard engines to be used on fishing vessels and its spare
parts.
5. Fishing gear
6. Fishing bait
7. Fish Aggregating Devices
8. Vessel Monitoring System equipment to be used on fishing vessels.
9. Equipment to be used by and authorised observer under section 78 of the
Fisheries Management Act 2002.
10. Hydraulic drop-line fishing reel
11. Pearl oyster farm equipment and materials
12. Aquaculture equipment and materials
13. Fuel
14. Fish fence wire
CT Order 2013 Following supply is zero-rated under conditions:
Zero-rated [Fisheries] 1. Any fishing vessel
2. Navigation equipment to be used on fishing vessels.
3. Sea safety equipment to be used on fishing vessels.
4. Outboard and inboard engines to be used on fishing vessels and its spare parts.
5. Fishing gear
6. Fishing bait
7. Fish Aggregating Devices
8. Vessel Monitoring System equipment to be used on fishing vessels.
9. Equipment to be used by and authorised observer under section 78 of the
Fisheries Management Act 2002.
10. Hydraulic drop-line fishing reel
11. Pearl oyster farm equipment and materials
12. Aquaculture equipment and materials




13. Fuel
14. Fish fence wire

Order Gazette No. 2 20
Jan 2021 Exempted
Supplies [Village water
schemes]

1. Fuel to the maximum volumes of 400 Litres per month, per water pump or
machine, per village community water scheme (Fuel shall be purchased from
fuel depot that is licensed under Customs area)

2. Lubricants solely for use in aircraft imported by licensed public domestic air
transport providers.

Zero-rated [Waste

Supply of waste collection and disposal services by an approved waste management

Management] entity. (only certain services)

Order Gazette No. 5 5 Feb | 1. Goods (not including tobacco or tobacco making materials and liquor or liqguor

2019 Exempted Supplies making materials) imported by or on behalf of an approved licensed
manufacturing businesses and certified by the CEO for (MTED) and the CEO for
Customs and Revenue. [Exemption is under certain condition.]

CUSTOMS DUTY

ORDERS

Customs Duty Order Goods required for the use of reigning sovereign

Schedule 2008

A reasonable quantity of wearing apparel, articles of personal adornment and toilet
requisites, as determined by Customs

Instruments and tools to be used by the passenger for the purpose of his profession,
trade occupation or employment provided that they have been in his possession and
bona fide use for a reasonable period, as determined by Customs

Such articles in the baggage of a person visiting the Kingdom (not including firearms
or ammunition) which that person might reasonably be expected to carry with him
for his regular and private use whilst travelling

Household and other effects admitted as such by the Chief Commissioner imported
by a person with the legal authority to take up residence (a visa of at least one year
duration) in the Kingdom and are proved to the satisfaction of the Chief Executive
Officer (CEO) to have been in a bona fide use by that person for a reasonable period
and are not imported for disposal to a third party; Provided that a person may import
household and other effects under this subparagraph of fix months of arrival or longer
period as approved by the CEO.

Household and other effects in the case of a person with legal authority to resume
residence in the Kingdom after returning after an absence of two years or more,
imported within six months of the arrival of the person or such further period as the




Chief Executive Officer. The CEO must be satisfied that the effects have been in a
bona fide use by that person for a are reasonable period and are not imported for
disposal to a third party.

Personal effects (excluding merchandise, alcoholic beverages and tobacco products)
of persons resident in the Kingdom who have died abroad

Ground equipment and technical supplies required for use within the limit of an
airport in connection with the establishment or maintenance of international air
services or air services operation within the Kingdom.

Articles of an educational, scientific, or cultural nature of the following description
being products of any state which is a party to the agreement on the importation of
educational, Scientific, and Cultural materials approved by the general conference of
the United Nations Educational, Scientific and Cultural Organisation during its Fifth
Session at Florence in June 1950, subject to the satisfaction of the Chief
Commissioner as to their description and use.

Books, documents, (printed or produced by duplicating processed, but excluding
stationery), periodicals, current newspaper, manuscripts (including typescripts),
musical compositions, maps and charts

Paintings and drawings (excluding manufactured wares), hand-painted impressions
signed and numbered by the artist, original works and of art of statuary or sculpture;
collector’s pieces and objects of art consigned to approved public galleries, museums
and other public institutions and not intended for resale: antiques more than one
hundred years old.

Films, slides and sound recordings

Architectural, industrial and engineering plans, models, wall charts and scientific
instruments and apparatus: however, articles specified in 98081300 and this heading,
above (except newsreels with or without sound track) may only be imported free of
duty by a person, society or body approved for the purpose by the Chief
Commissioner.

Specific materials and equipment, not including those articles specified in 98081000
above, to be used solely in educational institutions, for educational purposes in
accordance with procedures agreed by the Minister of Education and the Chief
Executive Officer.1234334

Lifesaving equipment, including life jackets, life buoys, buoyant apparatus, sea
marking dye, distress flares, rockets and other pyrotechnic devices for use in life
savings




Communication and signal equipment, including Morse signalling lamps, code flags,
semaphore flags, fog horns and sirens

Patterns and samples cut, mutilated or otherwise spoiled to the satisfaction of the
Chief Commissioner so as to render them merchantable and show cards, calendars,
trade catalogues, price lists and printed posters advertising services and goods offered
by firms having no established place of business in the Kingdom

Waybills, consignment notes, bills of lading, exchange orders, tickets and labels when
imported on behalf of shipping companies and air lines domiciled outside the
Kingdom

Alter bread and altar wines imported for administering the Sacrament on the signed
declaration of the head of the denomination for which they are intended

Church bells, on the signed declaration of the head of the denomination for which
they are intended

Cups, medals, shields and similar trophies when awarded abroad, provided that the
purpose for which the trophy was awarded is indelibly inscribed thereon

Cups, medals, shields and similar trophies approved by the Privy Council to be
specially for bestowal as honorary distinctions or prizes provided that the purpose for
which the trophy is to be awarded is indelibly inscribed thereon

Unframed portraits, developed photographs, developed negatives, developed films
and sound recordings which the Chief Commissioner is satisfied have only a personal
or sentimental value to the importer and which are not intended for sale or for public
exhibition or performance.

Articles and goods imported for objects of a general public character or beneficial
enterprise approved by the Privy Council

Remains of a deceased person being returned to the Kingdom for burial

CUSTOMS DUTY
ORDERS

Order Gazette No.19-
2009 [Charitable]

Goods donated to the Red Cross Society and certified by the person for the time being
in charge that they are for free distribution

Goods imported as charitable gifts, admitted as such by the Chief Commissioner, by
any  organization that such articles are for free distributions
(Charitable Donations its a gift imports by a non-profit organization under
Humanitarian Grounds and for Free Distributions for example the Red Cross, Caritas
and so forth)




Order Gazette No. 9-2014
[Charitable]

1. Imports consigned to the National Emergency Management Office for the
implementation of its functions under section 7 of the Emergency

Management Act 2007. v
2. Specific materials and equipment to be used solely by approved persons or
organizations affected by an emergency

Customs Duty Goods imported by licensed locally manufacturers; manufacturing machinery,

Amendment Order 2017, | equipment and their parts. Raw materials required for production. Packaging N

Gazette No. 9 - 27 June materials for their final locally manufactured products.

2017 [Manufacturing]

Order Gazette No. 18- Lubricants and fuel for domestic air transport

2020 [Domestic Air \

Transport]

Order Gazette 13, 14 & Goods imported that are directly related to measures for combatting COVID-19 N

15

Order Gazette No. 2-2021 | Fuel up to a volume of 400 litres per month for village water scheme. \

Gazette No. 19-2020 Fuel to the maximum volume of 400 litres per month per Village Community N
Electricity Supply Scheme

Order Gazette Building materials and equipment imported by Vast Ocean (Tonga) Aquaculture

Supplement No. 7-2018 Limited for the development of hatcheries and fish ponds for commercial farming of \
sea cucumber in Tonga

Gazette No. 20-2020 Project supplies for construction of the new complex for FinComm B&R N
Development Tonga Limited

CD No.127-1987 Training gear and equipment for sport imported for TASANOC \
The re-importation of traditional mats including fine mats and waist mats and tapa N
cloth approved by the Commissioner of Revenue
Packing materials for export (cases, boxes, crate, drum, sacks, and bags) N
Water pumps and their parts and other plumbing and electrical fittings imported for N
use in a rural community Water Scheme

Gazette Supplement No. That all licensed tourism business operators shall be exempted from customs duty on

24&25 - 2020 its imported goods, provided that the total CIF value of the imported goods does not \
exceed the total CIF value of $TOP500,000 per business

CD No. 438 - 2013 Specific materials and equipment to be used solely in the fishing sector \




Customs Duty

Specific goods of a kind for sports and physical activity

Amendment Order V

01.07.2016

Customs Duty Specific goods of a kind for educational purposes

Amendment Order V

01.07.2016

Customs Duty Specific construction materials to support development of infrastructure

Amendment Order V

01.07.2016

Customs Duty Specific building materials for electrical supplies and solar panel

Amendment Order \/

01.07.2017

Order Gazette No. 11 Bitumen for Government Road construction N N

2018

Order Gazette No. 48 & Heavy machinery and its parts N N

49 2020

Order Gazette No. 21- Duty exemptions applicable to vessels, aircrafts and their parts imported by licensed

2023 inter-island public domestic transport providers expire on June 20, 2028. This
extended from 5 July 2023. The scope of exemptions now includes forklifts, ship N oA
cranes or machinery and equipment used to assist with loading and unloading of
cargoes from vessels and aircrafts.

Order Gazette Importation of all machineries, equipment and materials for the construction of Tonga

Supplement No. 5-2023 High School Sports Complex funded by PRC in accordance with the Signed \ \
Correspondences from both Governments

Order Gazette No. 10- Capital items for the construction of the military band facility project funded by PRC N N

2023 Military Aid Grants

Order Gazette For all non-intrusive imaging inspection equipment funded by PRC in N N

Supplement No. 6-2023 accordance with Tonga Govt's Aid Project Proposal

Order Gazette No. 7-2018 | Goods imported pursuant to the Pacific Resilience Program \ \

Order Gazette No. 2-2019 | Good imported from by the Beijing Machinery Repair Company Limited through the N N
Investment Cooperation Contract between MAFF and BMRCL

Order Gazette No. 8-2019 | Tools and equipment imported by the Tonga Water Board as part of the Smart Water N N
Metering Project

EXCISE TAX Gazette Supplement No. All capital items imported by the Independent Power Producer Green Energy N N
ORDERS 6, 18 Feb 2021 Technology Limited




Gazette Supplement No.
332, 16 Dec 2021

All materials and components for the construction and on-going maintenance of the
installation imported by the Independent Power Producer, Sunergise New Zealand
Limited

Excise Tax Order 2008

Schedule 2

Alcoholic beverages manufactured by natural person for personal use

Goods in transit

Beer, wine and spirits accompanying a person arriving into Tonga
Manufactured cigarettes and tobacco accompanying a person arriving into
Tonga

Temporary import goods into the Kingdom

Diesel fuel for use in the generation of electricity by the national supplier,
certified by the Tonga Electric Power Board

Diesel use for commercial fishing boats certified as such by the Chief
Commissioner [Minister]

Fuel and lubricants solely for use in aircraft for international air services or
domestic commercial air and shipping services operating within the Kingdom
Goods required by accredited diplomatic representatives to the Kingdom

A vehicle for the sole use and registration of an educational institution approved
by the MET and if such conditions are not observed within 5 years, full excise
tax or such lesser amount as the Chief Commissioner may decide




