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BUSINESS TAX (AMENDMENT) BILL, 2018
(Bill No. 10 af 2018)
OBJECTS AND REASONS

The Bill seeks to amend sections 2, 5,6, 11, 15, 16,25, 39, 54,57, 64, 66,77, 78,
First Schedule, Fourth Schedule, Seventh Schedule, Eighth Schedule and
Tenth Schedule of the Business Tax Act (Cap 20) for the purpose of giving
effect to the progressive income tax policy of the Government,

The Bill infer alias seeks to amend—

(a)
{b)
()

(d]

(]
(f)
(2]

(k)

11

section 2 o melude the definition of arrangement ;
section 5 to repeal and substitute subsection (1);

section 6(2) to provide how difterent businesses of a person sre to
be considered forthe purpose of taxation;

section 11 (1)(f) fo exclude net gain on  disposal of business asset
from the asseszable income;

section 15(1) to inscrt anew non-deductible item;
section 16 to repeal and substitute subsection (5);

section 25(3) to provide that camrying forward of a loss in a
business applies separately to each business:

section 3% (1) to provide that partmership is liable to tax and not the
partners; and to insert o new subsection (4) o provide that no
deduction is allowed o a parinership for any payment made to a
partner as wige, interest, rent or accherwise;

section 54 to make provisions for calculating the income of a
business where there exists arrangements between associates or
difterent businesses of a person;
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(j) - section 57 w elaborate the scope of filing retum, not only for
business under seetion 6 of the Act but under any provisions of the
Act,

BUSINESS TAX (AMENDMENT) BILL, 2018

(Bl No. 10 of 2018)

(k) section 64 to do away with the requirément of withholding of tax
from payment toa specified business:

i) section 66 by mcliding provisions for withholding fax fhom
remuteration paid in respect of o performance in Seychelles of &
non-residan| eniertamer of Sposis person fo o person other than the
non-resident entertainer or sports person,

(m) section 77 by repealing subscctions {1 Opand (11}

{m) secction 78(1) to make an enabling provision for payment of tax it
the rate under the seventh amd eighth schedule;

{o) the First Schedule to provide the new rates of tax under the
PIOEressive INcome fax regime:

i) the Fourth Schedule by repealing it

A BILL
(q) theSeventh Schedule;
()  the Eighth Schedule; and OF
{s)  theTenth Schedule by substituting it. AN ACT toamendthe Business Tix Act (Cap 20),

ENACTED by the President : MNati
Dated this 6th day of Julw, 2018, PSS Edsho bl earabiy

1.{1) This Act may be cited as the Business Tax
(Amendment) Act, 2018,

FRANK DLR. ALLY (3)  This Act, other than section 2(b), (q) (i
. () (it} and {o)
ATTORNEY-GENERAL (i}, shall come into eperation on 15t January, 2019,

(3)  Section 2{b) and (o) {iii} shall come into operation  Shon e and
o such date the Minister may, by netice published in the furtineioment
azette, appoint.
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Armemiliient of
Cap 20

2.
lollows —

The Business Tax Act is hereby amended as

{a)

(h)

i section 2 by inserting before the definition
of“Associate” the following definition -

““arrangement” meAns an sclion, agreement,
course of condoct, dealing. promise,
transaction, understanding or undertaking,
whether express or implied, whether or nod
enforcesble by legal proceedings and whether
unilateral or invplving more than one
person”;

in sacmon S —

i) by repealing subsection (1) u_nd
gubstituting  therefor the follewing
subsection —

“(1}  An smount derived by a
resident person im carrying on business
is derived from sources in Seychelles if
derived from activides conducted,
goods situated or rights wsed i
Seyvehelles, regardiess of the residence
of the parties participating in the
transactions and repardless of the place
where the agresments are subscribed ™

(i} by inserting afier subsection (3) the
following subsection -

{4y Remittance of an amount
ocutside Seyehelles is taxable onfy if the
payer of theamount is liable to business
tax.'s

{c} by repealing section 6(2) and substituting

therefor the following —
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{d)

()

*(2)  Where thebusiness of & person is
liable 1o be taxned at diferent mtes under this
Mot—

(@) the busipesses of the person
taxed at one set of rales are
treated - a5 an independent
business from the businesses of
that persen taxed at & different
setof rates;

(b}  the person shall prepare separate
accounts  for each of those
businesses: and

(¢} the person shall calculate the
taxable income scpamtely for
each busingss for each tax year

(3) All businesses of a person that
are faxed at the same rate under this Act are
amalgamated and treated as a single business
of that person,

(4 A persory conducting more than
one business ghall allocate all dtems of
income, gain, doduction, cost and  loss
betwesn those businz sses to reflect how thoze
amonnis would have been allocated if the
businesses were conducted by independent
persons™,

by repealing section] 1{1)(f)and (3);
insection 15{1)—

fi}  byrepealing the word “or” appearing at
the end of parsgeraph (1);
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if)

(i) by repealing the [ull stop appearing at
the end of paragraph () and
substituting therefor a semi cofon;

fiii} -by inseriing after paragraph (j) the
following paragraph —

"k} expenditure incurred for
deriving non-faxahla buosiness
menme

b repealing section 16 (5) and substituting
therefor the following subsections -

(5) WMadepreciable asset is not used,
available toruse, or held for the whole of the
tax year in deriving a taxable business
income, the depreciation deduction for the
year 18 computed according to the following
Formula—

AxB
C
where —

A = i the depreciation deduction
computed under subsection (2),
after taking account of
aubzection (4):

B =is the numhber of davs in the tax
yenr the

esset 1s used, available for use, or
held m deriving taxable business
incomé: and

C = ls the wtal oumber of days in the
tax vear
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ig)

(6) I a business disposes of a
depreciable asset in 4 1ax year, there is no
depreciation deduction allowed for that year.

(7) I the consideration received on
disposable asset exceeds the writlen down
valug of the asset at the time of disposal, the
excess is included in the assessable income of
thebusiness for that vear,

(%) [If the considerntion received is
lzss than the written down valueof the asset ai
the time of disposal, the difference 12 allowed
a5 & deduction for that year.

{9 If a depreciable asset has been
used panly to derive taxable business income
and partly for another purpose, the amoun
included in assessable income under
subsection {7} or allowed as a deduction
under subsectiom (8) 15 roduced by the
proportion of the non-business use.

{10} The written down value of an
assct at the time of dispoesul of the asse 15 the
cost of the asset reduced by the total
depreciation deductions allowed under this
section or that would have been dllowed but
for subsection (4.

b repealing sectiom 25 (5 and substituting
therefor the followmg subsection —

“(5} If a person camies on more than
cne business interms of S estion 6, this section
applics separately o each business so that a
loss from one busincsss cannot be set-off
agninst the income fromatother business,™;
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{7} by repealing subsection (1) and
substituting therefor the following
subsection —

“1y A partnership is liable for
tax with respect (o its income instead of
the partners.”™:

(it} by inserting after subsection (3) the
following subsection

“4) Mo deduction iz allowed to
a parinership fora payment made by the
partnership to a panner, whether by
way Oof wage, 1otercsl, rent ar
otherwise.”;

by repesling section 54 and substituting
therefor the foillowing section —

54.1) Where an arrangement exists

P hetween

(A} associsfes ;

by different bosinesses of a person;
i’

(e} hasinesses and other activities of
A persen,

the persons must caleolate their income and
tax payable accomding to the arm's length
stanudard,

{2) Thearm's length siandard requires
associates to quantify, chamcterise, apportion
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T

()

(k)
()

and allocate amounts to be mcluded or
deducted in caleulating income to reflect
atrangements that would have been made
between independent persons.

(3) Where, m the opmion of the
Commissioner General, a person fails to
comply with subsection (1), the
Commissioner General may make
adjustments consisient with subsection (1)
and in domg so the Commissioner General
ITIH.}'—

(a) re-chorncterise an arrangement
made between associated
persons, including re-
characterising debt financing as
equity financing;

(b} re-characterise the source and
type of any income, loss,
amouni of payment; and

(¢} apportion and allocate
expenditure, mchuding tha of a

permanent sstahlishment, bused on
tumever.™

by repedling in section 37(1) the words
“under section &7 and sabstituting therefor
the wards “underthiz Act™:

b repealmg section 6:4;

by inserting after section 66(2) the following
subsealions —

*(3) Any remumeration paid in respect ofa
performance in Sevchelles of o non-wsident
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entertainer or sports person to a person other
than the non-resident entertainer or sports
person shull be deemed to be a remueneration
paid to the non-resident entertainer or sports
person and shall be lable to withholding tax
in gceordance with subsection 2(a ).

(4) Forthe purpose of this section—

{(a} an “entertainer' or “sports
persen”™ means any person who
Torreward -

fi} performs any activity as a
theatre, motion picture,
radio of television artiste or
amusician;

(li} takes pan in any type of
SPOIIS; Of

fiii) takes parl in any other
activity of an entertainment
character;

(b} a promoter means a person who
organises of finances a sporting
ar enlertainment event.

{m} by repealing in section 77, subsections (10}
candCil):

(o) insection 78 —
(@) by repealing subsection (1) and
substituting therefor the following

subsection —

1) Motwithstanding any other
provisions of this Act, businesses listed
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e

in the Seventh and Eighth Schedules are
lizhle to Businesstax in accordance with
the rates specified in these Schedules.™;

(b) by mserting after subsection (3) the
follewing subsection —

*“4) Notwithstanding subsaction {1}
the Business tax payable by a person
with respect to assessable income froma
gingle business in ferms of sectbon 6,
ghall be as specified in the Tenth
Schedula.™;

(9} mihe Fiest Schedule

(i} by repealing iteml and substituting
therefor the following item —

*1. The followmg shall be rate of
business tax payable under section 6by a
person with respect 10 the taxable
income of a business fora tax year —

(i} inthecaseol—

{1} an indmadual who iz not
derving imcome a5 3
trustee or beneficiary of
a brush Or

fii) a resident partnemship
consisting exclosively
of individual partners —
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TAXABRLE INCOME

TAX PAYARLE

Not excercing SR150,000 NIL

Exceeding SEL 50,000 butnot | 15%
exceeding SR mitlion

Excecding SRI million | 30%

(b}

in the case of welecommunications service
providers, banks, insurance companics and
alochol dnd tobadsed manufaclurers —

TAXABLE INCOME

TAX PAYABLE

'Exnee-u:lmg_ﬁﬁ 1 million

M exceeding SR million 25%

e e T T

the amionnt in exeess of
SR 1million

{e]  in the case of a Seychelles Secorities
Exchange ‘defined in the Securitics Act
{(Cap 208), 25% on thedr taxable income.
(d]  in the cass of any other person, including an
Enity, & trustee or beneficiary of a trust or a
redident partnership consisting of ar least
one residententity parmer —
. TAXABLE INCOME TAX PAYABLE
| Mot exeeeding SR Imillion 25% b 1
Exceeding SR Imillion | BR250,000 plus 3 0% of

the amount in excess of
SE lmellion
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fil}  byrepealing item &;

iph 'J}"I'L'.FIII:EIJiI'.IE_ the Fourth Schedule;

(qy inthe Seventh Schedule—

fi)  byrepealing item 2;

fif}  iniem3i—

(al

(b}

by repealmg paragraph (1) and substitutmg
therefor the following paragraph —

1) A Compony registered under the
Companics (Special Licences) Aot (Cap
253) on or before 16" October, 2017 and
which bas nol noufied the Financial
Services Authority, in writing, that it opt nor
o benchit from the fax treatment staned
under this Schedule shall pay business tax
on 115 global axable meome at the mte of
| 5%

by mserting after paragraph (2) the
following paragraph —

“3) Parapgraphs (1) and (2} shall not
apply to asscts or activities introduced in
respect of a Company spocified under
paragmph (1), on or afteriTth Ocober
20HT;

fiig)  initemd-—

{a)

(b)

by repealing the words “15%™ in paragraph
{1} and substituting therefor the wonds “3%";

by repealing paragraph (1ii) and substituting
therefor the following paragraph—
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{1}

(s

“(iii) the tax payable in respect of income
derived from rental or Jeasing of 4
building or patt of a building used
exclusively for residential purposes
is a final tax thereon-and shall not be

allowed to be included in computing
any other taxable income of the
person forany tax vear.”™:

fivi by mepealingitems Rand 9,
in the Eighth Schedule —
fi}  underitem2—
(a) by repealing Part L Part 11, and Part TV

(b by inserting in Part W, after the words
“licenced aceommodation”, the words “or
regtaarant’

i) by repealing item 3 “Accelerated Depreciation”
and the entries andet it

by repealing the Tenth Schedule and substituting
therefor the following Schedule—

“TENTH SCHEDULE

fSection 78{4H

Notwithstandimg the rates specified under the First Schedule, o

person may opt 1o pay the business tax in accordance withand -

subject to the conditions of this Schedu le.

For the purpose of this Schedule —

“Turnover” means the sum of the following amounts
derived by a person during a tax year from sources in
Seychelles —
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{2) the gross receipts from the cammying on of the
businzss, mcluding the considération received
fromn the disposal of rading stock; and the gross
fees for the provision of services;

(b)  the gross receipts from the emplovment of the
ciapital of the bidiness, rovalties, rént, technical
services Tee and natural regonrce amounts;

{c) the amount of any bounty or subsidy derived in

relation o the carrying on of the business;

(d) the amount of an cxpense; loss, or bad debt
allowed as o deduction in the vear before the eniry
into: force of the fumover tax, that hes been
reimbursed or recovered by the business,
including by way of insurance, compensation.
damages, oran indemnity;

{e) an amouni derived by way of an indemnity,
compensation, or damages for the non-
performanee of the leszee of an obligation to carmy
oulrepuirs to property of a business,

Therate of business tax payable under this Schedule is—

(a) SCRIN for a person denving a tumover of not
miare than SCRS00.000;

{(b) 3% for a person deriving a turnover of not less
than SCR500,000 and oot more than SCR23
million,

The tumover fronr & person for a ax year shall not be
more than SCR2S million,

A person opting to pay business tax under this Schedule
shall contimac to pay tax under this Schedule for a
minimum period of § vears,






