


Introduction

The Income Tax regime has seen a number of changes since the
Internal Revenue Act, 2000 (Act 592) was introduced. However, in
2007 there were only minor changes with the focus on the reduction
of withholding taxes which was meant to reduce the withholding tax
rates to ensure they are compatible with the reduced personal and
corporate tax rates which occurred over the past periods.

Although there are still a number of issues in the tax regime that
need to be addressed, the last three tax budgets have overall been
encouraging for the business community.

Effective 01 July 2007, the currency of Ghana- the cedi- was re-
denominated to Ghana Cedi (GH¢) by the Bank of Ghana. The
Ghana cedi (GH¢) was introduced after the denomination of the old
Cedi by ten thousand Cedi. This means one Ghana Cedi (GH¢1) is
equal to ten thousand of the old Cedi (10,000).

In this publication all tables/illustrations and other currency
references are based on the new Ghana Cedi (GH¢).

This guide is prepared as a general overview. For more detailed
planning please ensure professional advice is obtained.
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PricewaterhouseCoopers Concept of Core Values
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PricewaterhouseCoopers Ghana

PricewaterhouseCoopers is one of the largest professional services
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Monthly tax rates

Tax rates, in the table below, are shown for purposes of effecting
monthly deductions.

Year Chargeable Tax Cumulative Cumulative
2007 Income Rate Payable Income Tax

GH¢ % GH¢ GH¢ GH¢
First 20 Nil Nil 20 Nil
Next 20 5 1 40 1
Next 100 10 10 140 11
Next 660 17.5 116 800 127
Exceeding 800 25
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Income from employment

A person’s income from an employment is that person’s gains or
profits from that employment including any allowances or benefits
paid in cash or given in kind to, or on behalf of that person from that
employment except where exempt.

Personal relief

The assessable income of a person for any year of assessment shall
accordingly be reduced as follows;

Conditions
2007

GH¢
(i) An individual with a dependant

spouse or an unmarried person
with at least two dependant
children

35

(ii) Disabled 25% of Y*
(iii) Aged 60 or more (income from

employment or business)
Lesser of 35 or
total income is

exempt

(iv) Dependant child or ward
education (up to three children) 30

(v) Aged dependants (over 60
years) up to a maximum of two
dependants (per dependent)

25

(vi) Professional, technical or
vocational training cost not
exceeding

100

* Y is assessable income from any business or employment
(excluding income from investment.)
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Contributions to retirement benefit schemes

Individual contribution to the Social Security Scheme of 5% of salary
is tax exempt.

The employer’s contribution of 12.5% on behalf of the employee is
tax exempt.

Retirement savings

The assessable income of an individual shall be reduced by any life
insurance premium paid by that individual in Ghanaian currency to a
Ghanaian insurance company within the year which does not
exceed the lesser of 10% of the sum assured or 10% of the
combined total of business, employment and investment income,
less any contributions to a retirement fund is exempt.

Non-cash benefits

Non-cash benefits received from employment, except where
specifically exempt, are taxable.

Benefits received from use of accommodation and vehicle
provided by employer

Where the employer provides the following facilities to an employee
the benefit of the use of these facilities is taxed as follows:
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Facility provided 2007

Provision of
Accommodation

Value to be added for tax purposes

Accommodation with
furnishing

10% of the person’s total cash
emoluments

Accommodation only 7.5% of the person’s total cash
emoluments

Furnishings only 2.5% of the person’s total cash
emoluments

Shared
accommodation

2.5% of the person’s total cash
emoluments

Provision of Means
of Transport

Value to be added for tax purposes

Driver and Vehicle
with fuel

12.5% of the person’s total cash
emoluments up to a maximum of
GH¢350 per month

Vehicle with fuel 10% of the person’s total cash
emoluments up to a maximum of
GH¢300 per month

Vehicle only 5% of the person’s total cash
emoluments up to a maximum of
GH¢150 per month

Fuel only 5% of the person’s total cash
emoluments up to a maximum of
GH¢150 per month

Non-taxable benefits/income

The following benefits are not taxable:

a) reimbursements of medical and dental cost or health
insurance expenses where the benefit is available to all
employees
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b) passage costs of an employee who is

1. recruited or engaged outside of Ghana,
2. a non resident
3. who is solely serving the employer in Ghana

c) accommodation provided by employer to employee on a
timber, mining, building, construction or farming business at
site or place where field operation of the business is carried
on

d) reimbursement of cost incurred on behalf of employer

e) severance pay

f) night duty allowance (limited to 50% of monthly salary)

g) pension or lump sum payment upon retirement on account of
old age, sickness or other infirmity

h) the dividend of a venture capital financing company that
satisfies the eligibility requirements for funding under the
Venture Capital Trust Fund Act,2004 (Act 680 ) for a period
of ten years of assessment commencing from the year the
period in which operations commenced

i) Interest or dividend paid or credited to a person who invested
in a capital venture financing company

j) interest, dividend or

a) any other income of an approved unit trust scheme or
mutual fund

b) any other income payable under an approved unit
trust scheme or mutual fund to a holder or member of
that scheme.
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k) gains arising from trading on the Ghana Stock Exchange
(GSE) is exempt from tax for the period of twenty years of
assessment commencing from the basis period in which
operations commenced

Resident individuals

A resident individual is liable to tax on all income from his
employment in Ghana regardless of where paid. A resident person
or an expatriate who is paid both in Ghana Cedis and foreign
currency is liable to tax in Ghana on both streams of income, in
addition to any benefits derived from the exercise of the employment
in Ghana.

Non-resident individuals

A non-resident individual is liable to tax at the rate of 15% on any
income derived in Ghana or which accrues to him from an
employment exercised in Ghana. This rate applies to income earned
by a non-resident individual who has stayed in Ghana for a period or
periods, which in total is less than 183 days in a twelve-month
period.

Pay As You Earn (PAYE)

PAYE is a method of paying tax to the Internal Revenue Service (the
Revenue) on incomes earned by employees. The tax is deducted at
source on salaries and wages earned by the employee. It also
applies to taxable benefits.

The employer deducts the tax and pays it to the Revenue by the 15th

day of the month following the month in which the deduction was
made.
Year of assessment (individuals)

The tax year of assessment for individuals and partnerships is
January 1 to December 31.
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Method of calculating income tax payable

The example below demonstrates how an individual is assessed to
tax.

Question

Calculate the income tax payable by a resident married individual
whose annual income is GH¢5,000. The employee has use of a
furnished accommodation and a fuelled car provided by his
employer. He has two children attending approved educational
institutions in Ghana.

Solution

Item 2007
GH¢

Salary 5,000
Add:
Rent element (10% of GH¢5,000) 500
Car element(lesser of 10% of
GH¢5,000 or GH¢3,600)

500

Total Emoluments 6,000
Less:
Social Security Contribution (SSC) (250)
Marriage Allowance* (35)
Child Education (2 x 30)* (60)
Total Deductions (345)
Taxable Income 5,655
Tax Payable 828

* In the case of a married couple one individual only claims the
Marriage or Child Education relief.
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Examples of income tax payable at various
levels of taxable income

The table below shows the income tax payable by an individual for
the 2007 year of assessment. The only relief granted is personal
relief.

Monthly Taxable
Income

Tax Payable
2007

GH¢ GH¢
30 1
60 3

100 7
450 65
760 120
900 152

Personal non-taxable income for a resident person, the threshold is:

2007
Item GH¢ Per Annum

Taxable individual 240
Individual whose income
does not exceed the
minimum wage

422
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Rates of tax

The income tax rate applicable to companies is as follows:

Entity 2007
%

Companies (listed on GSE) 22

Companies (not listed) 25

Rural Banks – first 10 years 0

Rural Banks after first 10 years 8

Free Zone Enterprise / Developers – first 10 years in
operation

0

Free Zone Enterprise/Developers – after first 10
years

Not
exceeding

8

Manufacturing companies located:

i. In Accra/Tema 25

ii. In all other regional capitals 18.75

iii. Elsewhere 12.5

Hotels 25

Banks – income derived from loans granted to
farming enterprises

20

Banks – income derived from loans granted to
leasing companies

20


