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1. Provisions were made in the Income Tax Act
through the Finance Act 2004 for the introduction
of an Alernative Minimum Tax (AMT).

2. AMT will apply as from the year of assessmant

2005/2006 to companies that have declared
dividends but have not paid any or enough tax.

3. However, AMT will not apply -

{a) where the normal tax payable (before foreign
tax credit) exceeds 10% of dividends declared
and

{b) to companies that are fully exempt, e.g.
Freeport companies.

4, For companies not falling under 3{a) or 3()
above, the following steps should be followed to
ascertain whether or not AMT is payable:-

(a) Compute book profit by

{i) taking the net profit/loss before tax per
Income Statement

{ii} adding to it any loss on disposal / revaluation
of fixed assets, any loss from sale / revaluation
of securities if these were charged to the Income
Statement, any unauthorized expenditure and

{iif) deducting from the amount obtained at (i)
above, dividends received from companies
residant in Mauritius, profit from disposal /
revaluation of fived assets and profit from sale /
revaluation of securities if these were included as
income in the Income Statement

{b) Compute 5% of amount at {a)ii) above
(c} Compute 10% of dividends declared
{d) The lower of {b) and (c) is the AMT.

The amount obtained at (d) above should then be
compared to the normal tax.
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5.4a) Example 1

A company paying tax at 15% has made a net
profit of 100 and has declared a dividend of 70.
The profit of 100 has been arrived at after
charging a loss on disposal of fived assets of 15,
and crediting dividends received of 25 o the
Income Statemant.

The nomal tax payabée after aliowing capital
allowances and other deductions totaling 50 is 6.

AMT calculation is as follows =
{) Book profit -

Net profit
Add  (a) loss on disposal
{b) unauthorized expenditune
atitributable to dividends
Less dividands
Book profit
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(i} 5% of book profit
{iil) 10% of dividends deciared

=
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{iv) AMT is lower of (i)} and (i), Le. 4.5

The tax payabile in this case is 6 {the normal tax)
as it is higher than the AMT.

54b) Example 2

If the company in example 1 made a profit of 70
instead of 100, then the normal tax payable wouid
be 1.5 and AMT would be computed as follows -

(i) Book profit -

Met profit
Add (a) loss on disposal
(b} unauthorized expendibure
atiributable to dividends
Less dividends
Book profit
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{iiy 5% of book profit
{iiiy 10% of dividends declared

() AMT is lower of (i} and (i), i.e. 3.1

The tax payable here is 3.1 (the AMT) as it is
highar than the normal tax payable.
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= VAT Rate in Nepal has increased from 10%
o 13%

* With effect from 1 April 2005, 21 States and
4 Union Territories in india have infroduced
the VAT,

* | aunching a new online tax paymant system
recently, Indian Finance Ministar Palaniappan
Chidambaram pledged to reduce the level of
taxation in india to that seen in ASEAN
members (Assocciation of Souwth East Asian
Mations), whilst also promising additional
measures to improve tax compliance,

-Anmm 'mumapptwqd by the LIS Senate
Finance Commities reguires chisl executive
officers to assume ultimate responsibifity for

the veracity of their company's tax statements.

+ |n a bid to encourage home ownership at all
levels of American society, US President
George W. Bush has indicated his support for
the retention of the tax deduction for interest
paid on martgages as the country braces
itsalf for potentially major tax reform in the
coming years.

* The Gresk Government has introduced
legislation amending the VAT rates in Greece
with effect from 1 April 2005 as follows -

= Standard VAT rate: increased from 18%
to 18%

= Reduced rale; Increased from 8% to 8%

= Reduced rate; Incraased from 4% to 4.5%

= The requirament under the Income Tax Act to
pay 30% of tax assessed at objection stage
has been extended to value added tas.

* The Chinesa government has decided to act
1o discourage speculative dealings in the
country’s real estate market with a range of
new maasures, including a tax on the full
profits of property sales if the owner sells
within two years.
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{ we are today officially

| launching the Pw( Tax

{ newslettes, “Tax Timas".

{ “Tax Times" has been

| designad to keep you abraast
| of tax developments in

| Mauritius and arcund the

{ wiorld on & reguiar basks.

|1t features & variety of practical guidsiines, tax law
| updiates, news briefs and tax definitions covering all
| areas of local and international taxation.

;Tm-: issyuas in Maurtius have become, over time,
| increasingly complex, due to the various forms which
| our national development policies are assuming.

| Sound tax planning is often central to company
| strategies. [t is essentiaj for all finance and tax

{ professionals to be, at alf times, up-to-date with
| latest thoughts and proposals in that sphere.

| We are sure this publication will go a long way
| towards ensuring this is the case, as Mauritius moves
| to & more sophisticated business environment.

' | hope that you will enjoy reading *Tax Times” and

| that it will become a useful tool in your daily tax
| planning.

' Robert Bigaignon




in one or both states. Resident of a state means

a person who |3 liable to tax under the laws of that
state by reason of his domiclie, residence, place
of head office, place of effective management or
any other critericn of a similar nature. A person
inciudes an individual, a company, any other body
of persons as well as a taxable unit under the
taxation laws of the state.

A person resident in a state and carrying on
business in the other state will be taxad in the
other state only if he has a permanent
astablishment thera. Permanent establishmeant
essentially means substantial presence, e.g. a
piace of managemant, a branch, an office, etc.
It also includes a building site or construction or
installation project lasting more than 12 months.
The provision of services through employees for
more than 12 months within any 24 month-period
will constitute a permanent establishrment.

Dividends may be subject 1o tax in the source
country at a rate not exceeding 5%. However,
Mauritivs does not levy tax on dividends paid
by resident companies.

Interest may be subject to tax in the source
country at a rate not exceeding 0% butis tax
frea under certain conditions, e.g. if paid to the
Government of the othar state or its agencies or
to an approved financial institution resident in the
other state. Under Mauritius tax law, interest paid
by a company holding a Global Business Licence
Category 1 or 2 bank holding a Category 2
Eanking Licence to a non-resident not camrying
on any business in Mauritius is tax exempt.

Royaltiss may be subject to tax in the source
country at a rate not exceeding 10%. Under
Mauritivs tax faw, royalties paid by a company
holding a Global Business Licence Category 1
o a non-resident are tax exempt.
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Gains from the sale of shares are taxable only
in the country whera the shamaholcler is resident.
Howewver gains datived from the disposal of
shares of a company holding assets consisting
mainfy of immaoveable property situated in the
other state may be taxed in that state. While
Mauritius does not lavy capital gains tax, any
gain or profit from the sale of securities or units

is specifically exempt from income tax,

Double taxation is avoided by means of a tax
cradit allowed for tax pald in the other state. The
trealy as well as Mauritius tax law provide for
cradit in respect of underlying tax relating to
dividends and tax sparing rellel for tax exemption
or reduction granted by a state.

Although Mauritius has taxing rights over
directors’ fees payable to company directors
resiclent in China, such feas are exempt from fax
under Mauritius tax law,
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Mauritius has a global system of taxation as
opposed to a schedular system. It is a self-
assessment system based on the residence

concept.

Under this system, income from all sources is
added up and the appropriate tax rate or rates
are applied after reckoning all allowabie
deductions and exemptions.

A person resident in Mauritius is lizble to tax on
the woridwide income derived by that person.
However, earned incoma derived from overseas
by an individual resident in Mauritius is taxable
to the axtent it is remitted to Mauritivs.

Mauritian residents who are not citizens of
Mauritius are not taxed on foreign source income.

A non-resident is taxed on income derved from
sources in Mauritius.

Income tax is payable on income derived in the
preceding year. The fiscal year uns from 1 July
to 30 Jurne.

A Resident (for an individual) is defined as a
person who :

* has his domicile in Mauritius unless his
permanent place of abode Is outside Mauritius;

* has been present In Mauritius In an income year

far a period of, or an aggregate period of, 183
days ar more; of

* has bean present In Mauritius in an income year
and the 2 preceding income years for an
aggregate pericd of 270 days or mona,
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» 30 Saptember in the year of assessment
fwhere accounting yvear ends on a date other
than 30 June)

= 31 January in the year of assessment (where
accounting year ends on 30 June)

» | ate submission of return - a penalty of Rs
5,000 per month or part of the monthup to a
maximum of Rs 50,000,

+ |ate payment of {ax - a penalty of 2% on tax
payable per month or part of the month up to
a maximurn of 100% of the tax.

The burden af proof that any tax has bean paid, or
any supply of goods or services, or any parsan, is
exarmpt from tax shall fie on the person -

(@) Rable to pay the tax;

{b) claiming that the tax has been paid; or

{c) claiming that he is, or the supply of the goods
or sarvices 15, exempt from tax.

A territory can decide what it will tax on the
basis of souwrce or residence principles.

In theory, the legal rght of territories to tax is
unlimited, due to the sovereignty of states. This
gives states total freedom to set their own laws,
including their global right to tax.

Each state could target any income, in any
other state, in any part of the world. In practice,
however, territones limit their right to tax. This is
due, in part, to the practical difficulty of actually
enforcing an unlimited right to tan.

Instead, territories restrict their right to tax to
incomea with a connection to that territory.

w The personal connection to a temritory is defined

- as the taxpayer being ‘resident’ in that territory.

. This iz the state to which the person / company
| bebongs.

Mon-residents have no personal connection.
Instead their connection is economic: there is
a source of income arising in a territory,

| Source of income

The place {or country) whare a particular item

| of income is deemed to originate or where it is

- deemad o be generated.

The rules which determina the source of income
may be embodied in the legisiation or case law

of a particular country, or in tax treaties. Mational

rules vary, depending on which concent of source
is used.

For example, a dividend distributed by a compamy
may ba deemed 1o have its source in the courtry
of residence of the company distributing the
dividend, or in the country or countries from which
the company has derived its profits.
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About us

Pricewaterhouseloopers Mauritius

{www. pwe com/mu) was created on 1 July 1998,
following the memer of Price Waterhousea and
Coopers & Lybrand.

PricewaternousaCoopers in Mauritius (s
recognised as a thought leader and a change
initiator, offaring the resources of a global
organisation combined with detailed knowiedge
of local issues,

With over 200 professional staff, we serve a

large number of multinational companies daoing
business in Mauritius, a cross section of the local
business community as wali as public institutions.

Tzx Services

Assessment and appeals

& Attending lo assessments and processing
abjections

* Preparation of appeal cocuments

* Representation at tax appeal tribunals

Carporate [Income) Tax services

* Praparation, review and filing of 1ax retums

s Monitoring compliance with filing and payment
deadlinas

* Cormespondence ar meelings with autharities
o finalise tax assessmeants

International Assignee Selutions
We provide expaltriates with tailor made tax
planning and tax compliance services,

Value Added Tax services

* Advice on VAT compliance obligations

* Praparation, review and filing of tax returms

* Monitaring compliance with filing and payment
deadlines

* Correspondence or meatings with authorities to
finalise tax assessments

Tax Health Checks

We carry out tax health chacks to provide
assurance on compliance with Income tax, PAYE,
social security and VAT
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Tax Advizory and Planning services
This includes general tax issues including:
Mergers and Acquisitions

Restructuring

Disposals

Value Added Tax

International taxation

Customs and excise duties

Stamp duty
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Tax Agvice Disciaimer: Tax Times iz designed 1o keep vou abraast of developmeants and iz nol intandad fo be a
comprehansive statement of tha faw. The infarmaltion contained herain s of gereral nature and iz not intended fo
addrazs the circumstances of any pavticular individual or entify. Althaugh we endeaveur fo provide accurate and
tirnedly information, thare can be no guarantes that such informalion iz accurate az of the dabe i1 iz recaived or that
it will continueg fo be accuvate in the future. No one should act on such Infarmation without approprate
professional advice affer a thorough examination of the parficular situation. Any adwice confained in Tax Times
doas not reflect the level of factual or fiscal inguiry or analysiz which would be appiled in the caze of a formai
fizcal optiion or lax advica, A formal opdnfon couwld reach a differant resuit.

Mo liatwlity Is accapted for arrovs ar opinions confained tharain.

Mo part of this publication may be reproduced, transmitted. in any form or by any means, slectronlc, mechanical
photocopying, recording or otherwise or stored in any retrieval systern ol any nature without the prior written
parmission of the copyright holdar.

B 2005 Pricewsternouseloppers. All rights neserved.

PricewalerholneCoopers refer: ko the networ of member fitme of PricewsterhouseCoaperns nlamatisnal Limited, sath of which is &
geparate and independent lagal enlity.

‘connectedthinking I3 a trademark of PricewatarnousaCoopers.
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