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Editorial 
 

Malawi Conference and the global 

financial crises 
 

The Thirtieth Annual CATA Conference was 
held in Lilongwe, Malawi from 27 Sep to 2 Oct 

2009. This was preceded by the Eleventh 

General Meeting. The organising committee 
constituted by Malawi Revenue Authority did a 

splendid job in putting in place excellent 

arrangements and add to that the unending 

hospitality extended, the conference will remain 
a memorable experience for those who attended. 

The technical sessions were also of a very high 

standard. Unfortunately, all this effort could not 
be availed by the same high number of delegates 

as in the past years due to the international 

financial situation. The most glaring symptom of 

this affliction was the fact that only one member 
country from Asia [Malaysia] was represented at 

the conference and that too through a 

considerably smaller delegation than is 
traditionally the practice with Malaysia. For me 

personally it was also a disappointment in that it 

was to be my final CATA conference after more 
than two decades of association with CATA in 

various capacities. That did not allow me to say 

farewell to a lot of friends and colleagues from  

years gone by but this was only a collateral loss 
to the unfortunate lack of numbers in general. It 

is therefore important to share with readers very 

briefly what happened at the technical sessions.  

 
Australia presented a paper on “Migrating 

taxpayers toward electronic channels”. The 

paper highlighted how ATO was trying to 
encourage taxpayers to use electronic channels 

in their dealings the tax administrations.  

 

Peter Estey, presenting his paper about CRA‟s 
Underground Economy Research Initiatives said 

that cash based transactions in the underground 

economy posed a challenge for all tax 
administrations in maintaining the integrity of 

their tax systems and ensuring a level playing 

field for all taxpayers. Canada Revenue Agency 
used a mix of education, outreach, 

communication and compliance actions to 

combat the underground economy. The 

underground economy would continue to 
challenge all tax administrations. Sharing 

findings with other tax administrators and 

learning about their research and best practices 
was an important part of this work. 

 

David Kloeden representing the IMF at the 
conference spoke about the implications of the 

global economic crisis on tax administrations. 

He stated that the global financial and economic 

crisis presented major challenges for tax 
administrations. With the economic downturn, 

tax agencies were encountering growing 

compliance risks and greater demands for 
taxpayer support in the face of prospective 

budget cuts. His paper examined these 

challenges and set out a strategy and measures 

for responding to them. 
 

Kenya‟s presentation focused on the question 

whether the creation of KRA had improved 
efficiency, professionalism and reduced 

vulnerability to political interference? The paper 

concluded that KRA had been able to 
successfully implement a complex reforms and 
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modernization programme which would have 

been impossible under the civil service regime. 

The programme had yielded positive results in 
reducing customer compliance costs and led to 

the modernisation of the  tax administration 

 

Mohd. Yusof Hassan presented a paper on 
Malaysia‟s use of the “Net Worth” method as an 

anti-tax evasion tool. The Inland Revenue Board 

of Malaysia termed the net worth method as a 
Capital Statement. It was a method, amongst 

other indirect means, used to detect unreported 

or underreported taxable income by an 

individual.  
 

Betty Palaso,  shared with the conference 

delegates lead areas for anti-avoidance training 
of auditors in Papua New Guinea. She 

emphasised that a coherent anti-avoidance 

strategy to deal with the cash economy involved 
a tax system with inbuilt mechanisms to combat 

cash economy avoidance, a compliance program 

which enforced that system, and training 

strategies which assisted staff in delivering that 
compliance system. 

 

Tanzania Revenue Authority‟s paper focused on 
the Tanzanian experience on the concept of an 

organizational structure based on Information 

Technology Infrastructure Library (ITIL). TRA 
claimed that ITIL was the most widely accepted 

approach to IT Service Management in the 

world. ITIL provided a comprehensive and 

consistent set of best practices for IT service 
management promoting a quality approach to 

achieving business effectiveness and efficiency 

in the use of information systems.  

Douglas Rankin briefed delegates about the six 

stages of United Kingdom‟s “SIMPLE” process 

for the effective delivery of customer services. 
Key elements of the development process 

included understanding the customer, using that 

understanding to drive better design and delivery 

in order to reduce customers‟ costs, HMRC‟s 
costs and to improve over-all compliance by 

taxpayers. 

 
Zambia Revenue Authority‟s presentation shared 

its experience of the strategy for enhancing staff 

motivation. Apart from the mandate of revenue 

collection, ZRA had corporate objectives that 
related to staff welfare and motivation. As a 

result, ZRA had succeeded in attracting highly 

qualified staff. Motivational measures included 
the grant of bonuses to staff if revenue targets 

were exceeded. 

 
All conference documents were handed over to 

delegates prior to their departure from Lilongwe 

and are available on CATA‟s web site. It is not 

the same as attending the conference but in the 
given circumstances, those who missed out may 

get useful information by taking the second best 

option. 

 

 

Best wishes for a Very 
Happy Year 2010 

 

 

 

 

  



CATA News 
 

THIRTIETH CATA ANNUAL 

TECHNICAL CONFERENCE 2009 

 

The Thirtieth CATA Annual Technical 

Conference was held in Lilongwe, Malawi from 
28 September to 2 October 2009.  It was 

attended by 90 delegates, including 8 special 

guests from non-member countries and 
international organisations. The conference 

benefitted from high quality presentations by 

Australia, Canada, IMF, Kenya, Malaysia, 

Papua New Guinea, Tanzania, United Kingdom 
and Zambia.  

 

In addition to the technical sessions, delegates 
enjoyed the extensive socio-cultural activities 

organised by the host administration as well as 

the wonderful hospitality extended by MRA 
throughout the duration of the conference. 

Delegates unanimously appreciated the efforts of 

the host administration in making their stay 

enjoyable and memorable.  
 

The technical conference was preceded by the 

Eleventh General Meeting of CATA on 
Monday, 28 September. Apart from approval of 

the annual accounts of CATA and the report of 

its activities for the previous triennium, budget 
estimates and membership subscriptions for the 

next three years and the next strategic plan, 

elections to the offices of the President, 

Chairman, Vice Chairman and a new 
management committee were also held. 

 

The following have been elected: 
 

President:   
Mr. M S Lal   [Mauritius] 

 

Chairman:   
Mr. Jones Zimba [Malawi] 

 

Vice Chairman:  
Mr. Douglas Rankin [United Kingdom] 

 

 

 

 

Management Committee members: 
 

Australia 

Barbados 

Canada 
Gambia 

Kenya 

Malawi 
Malaysia 

Lesotho  

Nigeria 

Papua New Guinea 
United Kingdom 

 

THIRTY-FIRST ANNUAL TECHNICAL 

CONFERENCE 2010 

 

The 31st Annual Technical Conference of 
CATA will be hosted by Nigeria in October 

2010. 

 

APPOINTMENTS 

 

New Country Representatives 

 

Namibia 

 

Mr Justus Mwafongwe, Director, Inland 
Revenue has been appointed new Representative 

replacing Mr Uapirama John Kavari. 

 

New Country Correspondents 

 

Brunei Darussalam 

 
Ms Mei Hui Yung, Senior Manager, Revenue  

Division is the newly appointed Correspondent. 

 

Ghana 

 

Mr Yaw Opoku, Head of International Relations 

Unit, Internal Revenue Service is the newly 
appointed Correspondent. 

 

Malawi 

 

Mr William Chagona, Income Tax Division, 

Malawi Revenue Authority has been appointed 
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new Correspondent replacing Mr Peter 

Chikabadwa. 
 

Pakistan 

 

Mr Abdul Rashid, Secretary (International Taxes 
Policy), Revenue Division has been appointed 

new Correspondent replacing Mr Muhammad 

Ashfaq Ahmed. 

 

South Africa 

 

Mr Johan George Fourie, International 

Relations, South African Revenue Service has 

been appointed new Correspondent replacing 
Mrs Varsha Singh.
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COMSEC NEWS 

2009 Commonwealth Heads of 

Government Meeting  
 
Commonwealth Heads of Government met in 
Trinidad and Tobago from 27 to 29 November 

2009. Of the 49 countries that attended the 

Meeting, 34 were represented by their Heads of 

State or Government. 

The Opening Ceremony of the Meeting included 

an address by Her Majesty Queen Elizabeth II, 
Head of the Commonwealth.  

Heads of Government conveyed their sincere 
appreciation to the Government and people of 

Trinidad and Tobago for the warm hospitality 

extended to them and the excellent arrangements 

made for the Meeting. They also congratulated 
Prime Minister Manning for his able 

stewardship of the Meeting. 

 

Commonwealth leaders agree to admit 

Rwanda 
 
Rwanda becomes the association's 54th member 

Commonwealth leaders holding their biennial 

Commonwealth Heads of Government Meeting 

(CHOGM) in Port of Spain, Trinidad and 

Tobago, on 28 November 2009 considered 
application for membership by the Republic of 

Rwanda. 

The leaders agreed to admit Rwanda as the 54th 

member. 

Commonwealth Secretary-General Kamalesh 

Sharma telephoned Rwanda‟s President, Paul 

Kagame, late on 28 November 2009 to convey 

the leaders‟ decision. 

Chairperson-in-Office, Prime Minister Patrick 

Manning of Trinidad and Tobago, will discuss 
the subject at a news conference later on 29 

November 2009 

 

 

 

Commonwealth leaders reconstitute 

CMAG 
 
Commonwealth leaders meeting at their biennial 
meeting in Trinidad and Tobago have 

reconstituted membership to the body that 

monitors the adherence to the association's 

fundamental political values of democracy, rule 
of law and human rights. 

 

The Commonwealth Ministerial Action Group 
or CMAG is now comprised of foreign ministers 

from Australia, Bangladesh, Ghana, Jamaica, 

Maldives, Namibia, New Zealand, Trinidad and 
Tobago and Vanuatu. 

 

In a communiqué issued at the end of their 

meeting on 29 November 2009, the leaders also 
agreed to consider strengthening the role of 

CMAG to enable it to deal with the full range of 

serious and persistent violations of the 
association's fundamental values set out in the 

Trinidad and Tobago Affirmation. 

 

The leaders commended the work of CMAG 
during the last two years which has contributed 

significantly to the protection and promotion of 

the association's political values in member 
countries. They expressed deep concern at the 

further deterioration of the situation in Fiji 

Islands with regard to its adherence to 
fundamental Commonwealth values.  

 
"Heads fully endorsed CMAG's call for the 
Interim Government of Fiji to commit itself to a 

credible, inclusive and time bound political 

dialogue towards the restoration of constitutional 
civilian democracy without further delay, and 

for the protection of fundamental human rights," 

the communiqué stated in part. 

 
The leaders also affirmed that sporting ties under 

the Commonwealth name, such as 

Commonwealth Games, are inseparable from the 

values of the association, and endorsed the 

position taken by CMAG that those countries 

under full suspension from the Commonwealth, 
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such as Fiji, should, inter alia, be ineligible to 

participate in Commonwealth sporting events. 

 

Nobel Prize winner Stiglitz addresses 

Commonwealth youth 
 
“There aren‟t any other planets for us to live on. 

We have to be risk averse”, he tells delegates 

Joseph Stiglitz, the 2001 Nobel Prize winner for 

economics, (24 November 2009) urged 

delegates at the 7th Commonwealth Youth 

Forum to continue to put pressure on their 

governments on climate change. “I am 

concerned that while attention is focused on the 

economic crisis, we have taken our eye off other 

crises. We will get over the economic crisis, but 

not so easily, the climate change crisis,” Dr. 

Stiglitz said. 

Addressing some 600 young people in Port of 

Spain, Trinidad and Tobago, he conceded that 

the upcoming United Nations climate change 

conference to take place in Copenhagen, 

Denmark, was likely to be a disappointment. 

“You need to keep up the pressure on 

governments to do what has to be done to 

address the problems of climate change,” he told 

them. 

“We‟ve been treating the atmosphere as if it was 

a free good, but there is a cost,” he warned. 

“These are big issues. You have to charge for it, 

make people pay the cost. There aren‟t any other 

planets for us to live on. We have to be risk 

averse.” He added that unless the strategy for 

dealing with climate change was treated as a risk 

and action was not taken early, it would prove 

very costly. On the global financial crisis, Dr. 

Stiglitz said it had seemed as if the world was 

doing well. But if you looked underneath the 

numbers, you would have realised how poorly it 

was doing. The numbers were based on property 

prices, with 40 per cent of all corporate profits in 

the financial sector. “A means to an end is not an 

end in itself,” he said. “This is where values 

come in.” 

The numbers were all fictional, he continued. 

The 2008/09 losses wiped out the profits made 

from 2003 to 2007. “It was called creative 

accounting, but it was actually deceptive 

accounting,” he said. US growth was based on 

debt and the country was living beyond its 

means. The richest country in the world had to 

borrow from poorer countries. “That which is 

not sustainable cannot be sustained,” he told 

delegates.  

The USA had a crisis and it exported its 

problems all over the world. The financial sector 

forgot what it was supposed to do and banks 

engaged in predatory lending. They created a 

system that was so non-transparent, so 

exploitative that it blew up, he said. “They 

should have been lending money to create new 

businesses, including for youth. They didn‟t ask 

that fundamental question: „What are the needs 

that society has and how can I help meet those 

needs?‟ They forgot the social function of 

markets and got caught up in greed.” 
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Members News 

Australia 

 
Country Correspondent: 

Ms Sarah Safransky 

 

 

Annual Report released 

The Tax Office‟s Annual Report for 2008-09 has 
just been released. Net cash collections for the 

year were $264.5 billion, 65 new legislative 
measures were implemented and $41.2 billion in 

Goods and Services Tax was collected for state 

and territory governments.  

The Annual Report is available on the ATO 
website and can be accessed at 

http://www.ato.gov.au/corporate/content.asp?do

c=/content/00216293.htm 

 

Release of 2009-10 Compliance program 
 

The 2009-10 Compliance program was released 
in August. It identifies our key compliance risks 

and areas of strategic focus for the next 12 

months. Supporting people during the economic 
downturn and dealing firmly with those who 

deliberately evade their tax and super 

obligations will be our top priority for the year 

ahead. The four main focus areas are supporting 
people and businesses in financial distress; 

promoting a level playing field; paying a fair 

share of tax whatever your income; and 
preventing abusive use of tax havens. You can 

read a copy of the Compliance program at 

http://www.ato.gov.au/corporate/content.asp?do

c=/content/00155156.htm 
 

Global forum on Transparency and 

Exchange of Information for Tax Purposes 
 

The Global Forum on Transparency and 

Exchange of Information for Tax Purposes, the 

international body tasked with monitoring tax 

havens, tax preferential jurisdictions and 
promoting international tax information 

exchange has elected Australia its inaugural 

international chair for a term of two years. The 
Global Forum will be looking to identify 

mechanisms to speed-up agreements to 

exchange information and improve coordination 
efforts in financial regulation and anti-money 

laundering.  

 

The Global Forum was established in 2000 by 
the OECD. Since then the Global Forum has 

played a central role in the development and 

promotion of what are now internationally 
accepted standards of transparency and 

exchange of information across tax issues. 

 
The Global Forum will expand its current 

membership by inviting all jurisdictions which 

so far endorsed the Global Forum‟s standards on 

tax information exchange and transparency 
standards to become members.  

 

 

Tax Information Exchange Agreements with 

Gibraltar  
 

Australia recently signed a Tax Information 
Exchange Agreement (TIEA) with Gibraltar to 

help combat tax evasion and further strengthen 

our global exchange network. The TIEA with 
Gibraltar is the seventh such agreement to be put 

in place. The Australia-Gibraltar agreement 

provides for full exchange of information on 
request in both criminal and civil tax matters 

with respect to all federal taxes administered by 

the Commissioner. It also builds on legislation 

in both jurisdictions which provides for mutual 
legal assistance in criminal matters.  

 

The agreement with Gibraltar can be viewed at 
http://www.treasury.gov.au/contentitem.asp?Na

vId=&ContentID=1611. 

 

New protocol with Singapore 

 

http://www.ato.gov.au/corporate/content.asp?doc=/content/00216293.htm
http://www.ato.gov.au/corporate/content.asp?doc=/content/00216293.htm
http://www.ato.gov.au/corporate/content.asp?doc=/content/00155156.htm
http://www.ato.gov.au/corporate/content.asp?doc=/content/00155156.htm
http://www.treasury.gov.au/contentitem.asp?NavId=&ContentID=1611
http://www.treasury.gov.au/contentitem.asp?NavId=&ContentID=1611
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An amended tax treaty has been signed between 

Australia and Singapore, enabling greater 
exchange of information on potential tax abuse. 

The treaty will give tax authorities in both 

countries greater ability to exchange taxpayer 

information and to exchange information on a 
wider range of taxes. The treaty also provides 

that neither tax authority can refuse to provide 

information solely because it does not require 
the information for its own domestic purposes, 

or because the information is held by a bank or 

similar institution.  
 

The protocol with Singapore can be viewed at 

http://www.treasury.gov.au/contentitem.asp?Na

vId=&ContentID=1619. 
 

Small & Medium Enterprise online tax forum 
 
An interactive online community tax forum has 

been piloted to assist business owners interact 

with the Tax Office. The forum features 
discussion boards, blogs, polls, surveys and live 

chat to encourage dialogue between business 

owners and the Tax Office. The Tax Office is 

the first government agency to engage in this 
kind of external forum. The forum currently has 

more than 200 members, including business 

owners and decision-makers who represent a 
diverse range of industries within the SME 

market. For more information, email 

SMEForum@ato.gov.au 

 

Release of Small Business benchmarks 
 

The Tax Office recently launched an expanded 
range of benchmarks known as small business 

benchmarks. The small business benchmarks 

have been developed as part of the Tax Office‟s 
efforts to address the cash economy and promote 

a level playing field for small business. The 

benchmarks provide a snapshot of what, on 

average, is happening in a particular industry by 
looking at various business costs in relation to 

turnover. Firm action will be taken against 

businesses that seek an unfair advantage by not 
recording and reporting all of their transactions, 

especially cash transactions. 

 
More information on small business benchmarks 

can be found at 

http://www.ato.gov.au/businesses/content.asp?d

oc=/content/00214689.htm 
  

ATO Centenary year  
 

Next year the ATO will be celebrating its 
Centenary year. This is an opportunity for the 

Tax Office to recognise and commemorate 100 

years of history as a tax administration. An 
official history of the Tax Office is being 

published to mark the event, along with a 

commemorative stamp and coin, to be co-
designed by Tax Office staff. 

 
Barbados 

 

Country Correspondent: 

 

New Automated Tax Administration System 

 
After three years of planning, a new tax 

administration system was implemented by the 

Department of Inland Revenue designed to 
process tax returns electronically.  The system 

was assisted by the Inter-American Center of 

Tax Administration (CIAT) and has been 
established for the income year 2008. 

 

Training Seminar/Workshops 

 
Ms Sonia Jones, Chief Internal Auditor attended 

a workshop in San Juan, Puerto Rico from 

September 17 – 18 2009.  The topic discussed at 
the workshop was “The New Trends in Internal 

Auditing”. 

 

Mrs Carolyn Roberts, Tax Officer, attended a 
Tax Treaty Course in Malaysia from October 5 – 

16 2009. 

 
Mrs Kathy-Ann Sealy, Professional Accountant, 

Mrs Doriel Francis and Mrs Judy Roach, both 

Senior Inspectors attended a workshop at Accra 
Beach Resort in Barbados from October 12 – 15 

2009.  The topic was “Caricorn Tax Treaties”. 

 
Retirement 

 

Three officers will retire from the Department 
over the period October to December 2009.  Mrs 

http://www.treasury.gov.au/contentitem.asp?NavId=&ContentID=1619
http://www.treasury.gov.au/contentitem.asp?NavId=&ContentID=1619
mailto:SMEForum@ato.gov.au
http://www.ato.gov.au/businesses/content.asp?doc=/content/00214689.htm
http://www.ato.gov.au/businesses/content.asp?doc=/content/00214689.htm
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June Parris, Inspector retires in October 2009 

after twenty-six (26) years.  Mr Winston St 
John, Assistant Accountant retires in December 

2009 after sixteen (16) years and Mrs Joyce 

Sealy, Senior Inspector retires in December 

2009 after forty (40 years.  These officers have 
made valuable contributions to the growth of 

this Department over the years.  We all wish 

them a long and healthy retirement. 

 
Canada 

 
Country Correspondent: 

Ms Debra Shalla 

 

Executive appointments and announcements: 

Canada Revenue Agency   
 

Commissioner and Chief Executive Officer 

 

Mrs. Linda Lizotte-MacPherson was appointed 
as the new Commissioner and Chief Executive 

Officer (CEO) of the Canada Revenue Agency 

(CRA), effective October 13, 2009. 
 

As Commissioner and CEO, Mrs. Lizotte-

MacPherson is responsible for daily operations 

within the Agency. Before joining the Agency, 
she was Senior Associate Deputy Minister of 

Human Resources and Skills Development and 

Chief Operating Officer for Service Canada. She 
was Associate Secretary of the Treasury Board 

from 2005 to 2008. Mrs. Lizotte-MacPherson is 

an experienced business leader in both the 
private and public sectors, and has worked for 

over 25 years leading complex organizations, 

launching start-ups and managing large 

transformation and information technology 
programs throughout North America. 

 

Mrs. Lizotte-MacPherson‟s predecessor, Mr. 
William V. Baker, assumed his new duties as 

Deputy Minister of Public Safety on October 13, 

2009. 

 

Deputy Commissioner  
Ms. Lyse Ricard was appointed as Deputy 

Commissioner of the CRA, effective September 

25, 2009.  

 
Prior to her appointment, Ms. Ricard held the 

position of Assistant Commissioner of the 

Compliance Programs Branch since May 2007, 
which included responsibility for the CRA‟s 

international activities.  In this capacity, Ms. 

Ricard has been active in representing Canada in 
a variety of international fora, including CATA, 

the Organisation for Economic Cooperation and 

Development (OECD), and the Inter-American 

Centre of Tax Administrations (CIAT). 
 

Director of the International Relations 

Coordination Office 

 

Ms. Guylaine Robert was appointed as the 

Director of the International Relations 
Coordination Office effective November 2, 

2009.  Ms. Robert began her career with the 

Canada Revenue Agency in 1986. She has held 

several management positions in the 
International Tax Services Office, Compliance 

Programs Branch and most recently in the Public 

Affairs Branch. 
 

Mr. Robert Reade, the Director of the 

International Relations Coordination Office for 

the past six years, has moved into his new duties 
as Special Advisor to the Director General of the 

Compliance Programs Branch‟s Compliance 

Strategy Directorate. He will be working closely 
with Ms. Robert over the coming months to 

facilitate a smooth transition of the CRA‟s 

international relations file. 
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Cyprus 

 
Country Correspondent: 

Mrs Athina Stephanou 

 

 

(Continued from previous issue) 

 
Main Changes to OECD Model Tax Convention 
on Income and Capital 

 

Commentary 
 

Article 24 (Non-Discrimination) 

 

1.  General remarks have been added.  
 

a)  The article should not be unduly extended to 

cover the so - called indirect discrimination. A 
disguised form of discrimination based on 

nationality not allowed e.g. different treatment 

of individuals on the basis of whether or not they 
hold, or are entitled to a passport issued by a 

State.  It is not an indirect discrimination based 

on nationality, a different treatment based on 

residence.  (Par 1 of General remarks) 
 

b)  As tax conventions are based on the principle 

of reciprocity, a tax treatment that is granted by 
one contracting state under a bilateral or a 

multilateral agreement to a resident or national 

to another contracting state party to that 
agreement, by reason of the specific economic 

relationship between those contracting states, 

may not be extended to a resident or national of 

a third state under the non-discrimination 
provision of the tax convention between the first 

state and the third state.  (Par 2 of General 

remarks) 
 

The following main additions have been made. 

Some additions have been made for clarity: 

 
2.  In the case of a legal person such as a 

company “national of a contracting state “means 

a legal person deriving its status as such from 

the Laws in force in that contracting state. A 
company will usually derive its status as such 

from the Laws in force in the state in which it 

has been incorporated or registered.  (Par 17) 

 
3.  Whilst residents and non – residents are 

usually not in the same circumstances for the 

purposes of paragraph 1(nationality), it is clear, 
however, that this is not the case where 

residence has no relevance whatsoever with 

respect to the different treatment under 
consideration.eg PAYE ie as regards PAYE no 

discrimination on the basis of nationality, 

irrespective of whether resident or non-resident.  

(Par 18)  
 

4.  Examples relating to paragraph 1 of article 24 

(nationality).  (Par 19-25) 
 

5.  For the purposes of paragraph 3 of article 24 

the tax treatment in one contracting state of the 
permanent establishment of an enterprise of the 

other contracting state, should be compared to 

that of an enterprise of the first mentioned state 

that has a legal structure similar to that of the 
enterprise to which the permanent establishment 

belongs. (Par 37) 

 
6.  Similarly regulated and unregulated activities 

would generally not constitute the same 

activities for the purposes of paragraph 3 of 

article 24 e.g. comparison of banks with 
companies borrowing and lending money not 

registered as banks. (Par 38) 

 
7.  The equal treatment principle of paragraph 3 

only applies to the taxation of permanent 

establishments own activities. Paragraph 3 is 
restricted to the taxation of the profits from the 

activities of the permanent establishment itself 

and does not extend to the taxation of the 

enterprise as a whole.  (Par 41, 59) 
 

8.  Also it is clear that the application of transfer 

pricing rules based on the arms length standard 
in the case of transfers from a permanent 

establishment to its head office or vice versa 

cannot be considered to be a violation of 
paragraph 3 even if such rules do not apply to 

transfers within an enterprise of the contracting 
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state where the permanent establishment is 

located.  (Par 42) 
 

9.  The provisions of paragraph 3 should not be 

construed as obliging a state which accords 

special taxation privileges to non-profit 
institutions whose activities are performed for 

purposes of public benefit that are specific to 

that state, to extend the same privileges to 
permanent establishments of similar institutions 

of the other state whose activities are not 

exclusively for the first mentioned states public 
benefit.  (Par 47) 

 

10.  A branch tax over and above the taxation of 

profits is contrary to paragraph 3. The 
withholding tax on interest paid to head office 

e.g. banks is not contrary to paragraph 3 as this 

tax is not a tax of the permanent establishment 
but of the enterprise.  (Par 60, 61) 

 

11.  It is expressly stated that paragraph 4 of 
article 24 (deduction of expenses depending on 

residence of recipient) does not prohibit 

additional information requirements with respect 

to payments made to non-residents since these 
requirements are intended to ensure similar 

levels of compliance and verification in the case 

of payments to residents and non-residents.  (Par 
75) 

 

12.  It cannot be interpreted that paragraph 5 of 

article 24, (forbids less favourable treatment of 
an enterprise owned or controlled wholly or 

partly, directly or indirectly by residents of other 

contracting state), extends the benefits of rules 
that take account of the relationship between a 

resident enterprise and other resident 

enterprises.eg rules of consolidation, group relief 
etc, to non-resident companies. That is, if a 

resident enterprise can consolidate its income 

with that of a resident parent company, 

paragraph 5 cannot force the consolidation of 
income of a resident company with its non-

resident parent company.  (Par 77) 

 
13.  Paragraph 5 of article 24 is aimed at 

ensuring that all resident companies are treated 

equally regardless of who owns or controls their 
capital and does not seek to ensure that 

distributions to residents and non-residents are 

treated the same way eg withholding tax. (Par 

78) 
14.  Paragraph 5 of article 24 is not concerned 

with rules based on a debtor – creditor 

relationship as long as the different treatment 

resulting from the rules, is not based on whether 

or not non-residents own or control, wholly 

or partly, directly or indirectly the capital of 

the resident enterprise. But a different 
treatment on the basis of residence is in violation 

of paragraph 4 of article 24, e.g. thin 

capitalisation rules for interest paid to non-
residents and no such rules for interest paid to 

residents.  (Par 79) 

 

Article 25 (Mutual Agreement Procedure) 
 

The following additions have been made for 

clarification or guidance:  
 

1.  Mutual agreement procedure has a clear role 

in dealing with issues arising as to the sorts of 
adjustments referred to in paragraph 2 of article 

9.But even in the absence of paragraph 2 of 

article 9 in a tax treaty, states should be seeking 

to avoid double taxation by corresponding 
adjustment.  (Par 12) 

 

2.  Examples are given where a taxpayer could 
set the mutual agreement procedure in motion, 

without waiting until the taxation considered by 

him to be not in accordance with the Convention 

has been charged against or notified to him e.g. a 
change to a contracting states tax law that would 

result in a person deriving a particular type of 

income being subjected to taxation not in 
accordance with the Convention.  (Par 14) 

 

3.  Considering 2 above it is clear that the 
mutual agreement procedure can be initiated by 

the taxpayer before the three-year time limit 

begins which is when the result materialises. 

(Par 21) 
 

4.  In most cases it will be clear what constitutes 

the relevant notice of assessment , official 
demand or other instrument for the collection of 

or levy of tax ,and there will usually be domestic 

law rules governing when that notice is regarded 
as given .Where there are no such rules ,either 

the time of actual physical receipt or where this 
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is not sufficiently evidenced, the time when the 

notice would normally be expected to have 
arrived at the relevant address should usually be 

treated as the time of notification ,bearing in 

mind that this provision should be interpreted in 

the way most favourable to the taxpayer.  (Par 
22) 

 

5.  In self assessment cases, there usually be 
some notification effecting that assessment (such 

as a notice of a liability or of denial or 

adjustment of a claim for refund), and generally 
the time of notification rather than the time 

when the taxpayer lodges the self assessment  

return ,would be a starting point for the three 

year period to run.  (Par 23) 
 

6.  The three-year period continues to run during 

any domestic law proceedings. Some taxpayers 
may rely solely on the mutual agreement 

procedure, but many taxpayers will attempt to 

address these difficulties by initiating a mutual 
agreement procedure whilst simultaneously 

initiating domestic law action .Two approaches 

each of which is consistent with article 25 are on 

one hand, requiring the taxpayer to initiate the 
mutual agreement procedure, with no suspension 

during domestic proceedings, but with 

competent authorities not entering into talks in 
earnest until the domestic law action is finally 

determined ,or else, on the other hand ,having 

the competent authorities enter into talks ,but 

without finally settling an agreement unless and 
until the taxpayer agrees to withdraw domestic 

law actions.  (Par 25)  

 
7.  Some States may deny the taxpayer the 

ability to initiate the mutual agreement 

procedure under paragraph 1 of article 25 in 
cases where the transactions to which the request 

relates are regarded as abusive. The simple fact 

that a charge of tax is made under an avoidance 

provision of domestic law should not be a reason 
to deny access to mutual agreement .However 

where serious violations of domestic laws 

resulting in significant penalties are involved, 
some States may wish to deny access to the 

mutual agreement procedure. The circumstances 

in which a state would deny access to the mutual 
agreement procedure should be made clear in the 

Convention.  (Par 26) 

8.  The recognised general principle for tax and 

other treaties is that domestic law, even 
domestic constitutional law, does not justify a 

failure to meet treaty obligations .Article 27 of 

the Vienna Convention on the Law of treaties 

reflects this general principle of treaty law. It 
follows that any justification for what would 

otherwise be a breach of the convention, needs 

to be found in the terms of the convention itself, 
as interpreted in accordance with accepted tax 

treaty interpretation principles .Such a 

justification would be rare ,because it would not 
merely govern how a matter will be dealt with 

by the two states once the matter is within the 

mutual agreement procedure ,but would instead 

prevent the matter from even reaching the stage 
when it is considered by both states.  (Par 27 ) 

 

9.  Taxpayers may request for a mutual 
agreement procedure to be applied to different 

tax years than an existing court action, if 

essentially the same factual and legal issues exist 
so that the court outcome would in practice be 

expected to affect the treatment of the taxpayer 

in years not specifically the subject of litigation.  

(Par 42) 
 

10.  Article 25 gives no absolutely clear answer 

as to whether a taxpayer initiated mutual 
agreement procedure may be denied on the basis 

that there has not been the necessary payment of 

all or part of the tax in dispute. However 

whatever view is taken on this point, article 25 
should be implemented taking into account its 

context and in the light of the object and 

purposes of the Convention, including avoiding 
double taxation and the prevention of fiscal 

evasion and avoidance.  (Par 47) 

 
11.  States take differing views as to whether 

administrative interest and penalty charges are 

treated as taxes covered by Article 2 of the 

convention. Some states treat them as taking the 
character of the underlying amount in dispute, 

but others do not. It follows that there will be 

different views as to whether such interest and 
penalties are subject to a taxpayer – initiated 

mutual agreement procedure.  (Par 49) 
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Main Commentary additions as a result of the 

addition of paragraph 5 to article 25 of OECD 
Model 

 

12.  It is recognised that in some states, national 

law, policy or administrative considerations may 
not allow or justify the type of arbitration 

process provided for in paragraph 5 of article 

25.For example there may be constitutional 
barriers preventing arbitrators from deciding tax 

issues. For these reasons, paragraph 5 should 

only be included in the Convention where each 
state concludes that the process is capable of 

effective implementation.  (Par 65) 

 

13.  States which are members of the European 
Union must co-ordinate the scope of paragraph 5 

with their obligations under the European 

Arbitration convention.  (Par 67) 
 

14.  The taxpayer should be able to request 

arbitration of unresolved issues in all cases dealt 
with, under the mutual agreement procedure if 

taxation was not in accordance with the 

provisions of a convention. Where mutual 

agreement procedure was not available 
(see par 26) ,par 5 is not applicable.  (Par 68) 

 

15.  In some states it may be possible for the 
competent authorities to deviate from a court 

decision on a particular issue arising from the 

case presented to the competent authorities. 

Those states should therefore be able to omit the 
second sentence of paragraph 5.  (Par 74) 

 

16.  A person should not be allowed to pursue 
the arbitration process if issues submitted to 

arbitration have already been resolved through 

the domestic litigation process of either State.  
(Par 76) 

 

17.  Some States may allow the competent 

authorities to depart from the arbitration 
decision, provided they can agree on a different 

solution (allowed under article 12 of the EU 

arbitration convention). In such case the 
necessary amendment needs to be made to the 

third sentence of paragraph 5.  (Par 84) 

 

18.  Pages 332-347 provide a sample mutual 

agreement on arbitration and explanations of the 
general approach to the sample agreement. 

 Lesotho 

 
Country Correspondent: 

Mr Setsoto Ranthocha 

 

 
 

Appointment of Substantive Commissioner 

General 

 

In the March 2009 CATA Newsletter, Lesotho 

indicated that Mr Thabo Letjama (pictured 

below) was appointed as acting Commissioner 
General (CG) of the Lesotho Revenue Authority 

(LRA).  In terms of the law CGs appointments 

are approved by the Cabinet after receiving 
recommendations from the LRA Board of 

Directors. Mr Thabo Letjama has been 

appointed as the substantive Commissioner 

General of the LRA with effect from 1 
September 2009.  

 

Mr Letjama becomes the third CEO of the 
Authority since it was established in the 2002/03 

fiscal year, and is the first local to hold the top 

position in the tax administration in Lesotho. 
The new CG has been in senior management 

since he joined the Authority in December 2002. 

He was Director Finance and Administration 

until December 2004 when he moved to the 
position of Commissioner Customs and Excise. 

He served in the latter position until the 

appointment to the CG‟s position. 
 

The Commissioner General is by training a 

chartered accountant and takes keen interest in 
the development of the profession. He is 

currently the President of the Lesotho Institute 

of Accountants. Furthermore, he also recently 

completed studies towards an MBA. 
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 Mr. Thabo Letjama - CG - LRA 

 

Lesotho to Relinquish Chairpersonship of 

VADA 
 

In October 2008 during the eleventh Forum for 

VAT Administrators in Africa (VADA) Lesotho 

was elected to the Chairpersonship. Mrs 
Maleshoane Morakabi Commissioner for 

Taxpayer Services at the LRA (pictured below) 

became the first lady at the helm. The 
forthcoming twelve annual forum will be held in 

Ghana from the 9
th

 to 11
th

 December 2009 and 

will see Mrs Morakabi relinquishing the 
leadership of the Forum to Ghana, as is the 

custom within VADA.  

 

During her reign Mrs Morakabi oversaw 
initiatives aimed at producing the first ever 

strategic plan for the Forum/VADA. This 

process is to be finalized in the forthcoming 
conference and the new strategic plan will guide 

the administrators going forward. It was also 

during her tenure that middle to senior technical 

staff received training in VAT audits. This 
training took place in Nairobi, Kenya in 

September 2009. She also worked vigorously 

towards enlarging the membership of the 
organization, especially from within the 

Southern African Development Community. 

 

          
Mrs M Morakabi – Chairlady – VADA 

 

Double Taxation Agreements 

 
Negotiations at a technical level were finalized 

during the course of 2009 with the Republics of 

Botswana and Seychelles. Agreed double 
taxation agreements (DTAs) have been finalized 

between the Kingdom of Lesotho and the two 

countries. The agreements are yet to be ratified 
and thereby make them law. 

 

SADC Intensifies Initiatives to Update the 

Tax Website 

 

The Southern African Development Community 

(SADC) has undertaken important steps towards 
ensuring that its tax database (website) is up-to-

date. Until very recently it has been very 

difficult for the fifteen (15) member states to 
update their information on the website. At the 

end of October twenty-three (23) officials from 

eleven (11) countries in the region attended a 

workshop aimed at enabling member states to 
update the website housed at the SADC 

Secretariat in Botswana from their respective 

countries on a „live‟ or  real-time basis. Once the 
technical problems identified at the workshop 

are addressed very soon the website will be 

updated and enhanced. The address is: 
www.sadc.int/tifi/tax 

 

Malaysia 

 
Country Correspondent: 

Mdm Ruedah Karim 

 

 

 
eKL: Improving the Service Delivery System 

of Government Agencies 
 

“Electronic- Kuala Lumpur”, or better known as 

eKL,, is a new initiative by the Malaysian 

Government to improve the service delivery 

system of Government agencies based on 
principle “One Government Many Agencies” 

and corroborate with the concept of “No Wrong 

Door”. This initiative encourages the utilisation 
of Information and Communication Technology 

(ICT) when transacting official business with 

various Government agencies within the area of 

Klang Valley. The services provided via eKL 
can be categorised as below: 

http://www.sadc.int/tifi/tax
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 End-to-end online services 

 Electronic payment 

 Electronic submission 

 Electronic communication and 

complaints 

 
To span four years from hence until year 2010, 

the eKL project will see an increase in the 

number of online services from presently over 
400 to 5,000 by the end of that period. By then, 

the Government is expected to deliver public 

services to cut across different agencies, which 

can be reached any time and anyway using 
different paths. At the same time, eKL will 

allow resources to be shared among the agencies 

through an integrated system of ICT applications 
that will enable smooth flow of data and 

information thus enhancing the service delivery 

system. Therefore, in the future the public will 

no longer has to access to various government 
websites online to carry out their official 

business. With eKL they can just go through one 

website or one portal. 
 

eKL project will involve 150 agencies ranging 

from the land offices and the local councils to 
government departments. Taking a cue from its 

name, eKL covers three cities and an 

administrative centre – Kuala Lumpur, Shah 

Alam, Petaling Jaya and Purtajaya – all of which 
are already major hubs of industry and 

commerce within the Klang Valley and will also 

stretch from Hulu Langat area in the north down 
to Nilai, a major industrial area about 50km 

south of KL. With the introduction of eKL, 6.4 

million people within Klang Valley are about to 

enjoy better internet connectivity and access to 

public services.  

eKL Stakeholders Model 

 

The implementation of eKL generally will 
benefit five user groups or communities namely 

citizens, non-citizens, government agencies, 

businesses and non-government organisations in 

terms of the following: 
 

 Promoting a single identity, One 

Government Many Agencies, where 

customers can obtain services without 
having to know which agency is 

responsible 

 No Wrong Door situation where one 

government agency is able to provide 
information or facilitate the service that 

involves other government agencies in a 

professional, effective, efficient and 

responsible manner 

  End-to-end interactive online services 

that transcend across agencies 
(horizontalisation) available 24x365 

from anywhere via various delivery 
channels 

 Exemplary and excellent Government 

service delivery system that places 

Malaysia among the top ten in the world 

in any of the global competitive charts 
related to government service delivery 

 

Inland Revenue Board Malaysia (IRBM), being 
one of the frontline government agencies, has 

been actively involved in the eKL project. 

Currently, IRBM offers four online services and 
35 types of downloadable services which are 

listed on the eKL‟s website.  With full 

implementation of eKL, IRBM will improve its 

delivery system to the next level by putting new 
technologies to productive use. This can be 

achieved because eKL project will enable the 

government to deliver services to the people via 
multiple channels: wireless technology, WAP 

services (which enable the access of internet 

using hand phones), short messaging systems 
(SMSes) interactive voice response (a 

technology which enables a computer to detect 

voice and touch tones via normal telephone 

calls) in addition to the more traditional counters 
and faxes. 
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The impact of a successful implementation of 

the eKL project on IRBM is significant. eKL 
will help provide a business-friendly 

environment because taxpayers will no longer 

have to access various websites online to 

conduct their official business. For instance, to 
apply for Compliance of Investment Tax 

Allowance Conditions, a company does not have 

to access the individual websites of the relevant 
authorities such as the Ministry of International 

Trade and Industry (MITI), Malaysian Industry 

Development Authority (MIDA) or IRBM  to 
enjoy tax exemption as stated in the Promotion 

of Investment Act, 1986 and Income Tax Act, 

1967. eKL enables them to conduct various 

transactions such as submitting application 
forms, requesting for approvals and gathering 

relevant information just through a single 

website. 
 

Furthermore, better service initiatives and 

alternatives by IRBM via eKL can lead to even 
better compliance. Voluntary compliance can be 

increased by provision of end-to-end services to 

taxpayers which can be easily accessed and 

delivered via eKL.  eKL will make the e-
payment and e-filing more convenient, thus 

promoting voluntary compliance. 

 
With eKL, the IRBM being part of this 

Malaysian Government initiative will further 

improve its delivery system. 

 
New Zealand 

Country Correspondent: 

 

Inland Revenue annual report highlights  

 

Inland Revenue‟s annual report for the year 

ended 30 June 2009 was tabled in 

Parliament on 13 October 2009. In light of 

the dramatic changes seen in the economic 

environment, and during a year where 

overall tax revenue was significantly down, 

the overall results were relatively pleasing. 

This is highlighted by an increase in overall 

customer satisfaction with Inland Revenue 

from 80% last year to 82%.  The following 

details some of the key highlights for the 

year. 

 

This year, we publicly released our 

compliance management programme for the 

first time. The compliance management 

programme highlights our compliance focus 

areas for 2009–10. The programme details a 

number of broad concern or focus areas 

including: 

 

- Tax debt 

- The hidden economy 

- E-commerce, such as reporting of 

income from online trading 

- Property 

- Offshore investments 

- International tax issues such as 

transfer pricing and hybrid financial 

instruments 

- Aggressive tax planning 

 

The effect‟s of the economic recession 

created challenges in our day to day 

business.  During this time we placed an 

emphasis on responding to the economic 

recession by focussing on supporting 

customers experiencing hardship, while also 

maintaining compliance. Some examples of 

these include: 

 

- Delivering seminars to workplaces 

across the country that were facing 

redundancy, making people aware of 

the entitlements available to them 

(such as redundancy tax credit and 

social policy entitlements) 

- A proactive media campaign aimed 

at informing New Zealanders around 

options available to them if they are 

unable to meet their obligations 

- Working closely with other 

government agencies and external 

agencies to support initiatives that 

respond to the economic 

environment, such as helping 
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struggling business owners to get the 

various assistance they need 

- Established pilot programmes, such 

as allowing tax agents to set up 

repayment instalment arrangement 

directly on behalf of their clients, 

and use of text message reminders  

- A series of tax changes aimed at 

making it easier for small and 

medium businesses to manage their 

cash flows and meet their tax 

obligations during the recession.  

The year also saw an increased usage 

and promotion of online services with 

the development of a range of new 

online services for families, individuals, 

businesses and intermediaries; 

Some other highlights included: 

 

- introducing technology 

improvements such as “Virtual 

Hold” which allows customers 

calling Inland Revenue to choose to 

be called back rather than waiting on 

hold 

 

- consultation with the New Zealand 

Institute of Chartered Accountants 

and the New Zealand Law Society to 

help improve our disputes process. 

 

- For the first time, use of an online 

public consultation forum that sought 

views on how to simplify the way 

student loan repayments are 

managed. As more of our business 

goes online and more customers use 

the internet we expect to see more 

online consultation opportunities 

emerge. 

 

A full copy of the annual report is available 

on our website www.ird.govt.nz  

New legislation 

 

Business tax reforms introduced last year in 

the Taxation (International Taxation, Life 

Insurance and Remedial Matters) Act has 

been enacted. Some of the key reforms 

include: 

 

New rules for the taxation of foreign 

companies controlled by New Zealand 

residents and for foreign dividends received 

by New Zealand companies. 

 

- The new rules represent a 

fundamental change to how New 

Zealand taxes offshore income 

earned through controlled foreign 

companies. The old system of taxing 

that income as it is earned has been 

replaced by one that exempts the 

active offshore income of these 

companies. Further important 

features of the changes are an 

exemption from tax for most foreign 

dividends paid to companies and 

measures to protect the tax base as a 

result of adopting an active income 

exemption. 

 

- The result will be better alignment of 

our international tax rules with those 

of comparable countries. Helping 

help New Zealand-based business to 

compete more effectively in foreign 

markets by freeing them from a tax 

cost that similar companies in other 

countries do not face. 

 

- The changes are intended to improve 

the competitiveness of New 

Zealand‟s tax system and encourage 

businesses with international 

operations to remain, establish and 

expand. 

 

Modernisation of the tax rules relating to the 

life insurance business, to ensure that term 

insurance is taxed on actual profits, as other 

http://www.ird.govt.nz/
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businesses are taxed, and that the tax 

benefits of the portfolio investment  entity 

rules are also available to people who save 

through life products.  

 

Changes that strengthen and rationalise the 

definitions of “associated persons” in the 

Income Tax Act, especially in relation to 

land sales. 

 

The introduction of a new payroll giving 

scheme for charitable donations which will 

operate through the PAYE system.  

Employees who donate through this scheme 

will receive the tax benefit of their donations 

each payday.  

 

Further detail is available through Inland 

Revenues‟ Policy Advice website 

http://taxpolicy.ird.govt.nz , with a number 

of special reports available around varying 

aspects of the Act. 

 

University of Victoria Wellington Tax 

Working Group  

 

Victoria University of Wellington is the co-

ordinator of a Tax Working Group which is 

looking at the key tax policy challenges 

facing New Zealand and considering 

medium-term policy options for New 

Zealand‟s tax system. The group, which has 

been meeting since May, is made up of 

private sector and academic experts as well 

as tax policy officials. 

 

Against the backdrop of a challenging 

economic and fiscal environment and tax 

reviews overseas, the working group is 

providing a forum for informed discussion 

of the issues. 

 

The publication of papers prepared for 

consideration by the working group has been 

welcomed by the Commissioner of Inland 

Revenue, Bob Russell. "I am glad to see the 

latest work from this group and believe 

these papers will help inform discussion 

around our tax system,” he said.  “While the 

papers explore a number of subjects, they do 

not make any recommendations. The 

Government has also made it clear that it has 

not yet reached any conclusions." 

 

Some of the topics it has been considering 

include the structure of personal income tax, 

corporate tax, GST, and capital gains. 

 

The working group is due to report on its 

considerations in December. 
 

Nigeria 

By Country Correspondent: 

Preamble: This is the address by the 

honourable minister of petroleum resources, 

dr. rilwanu lukman, cfr, kbe on the proposed 

petroleum industry bill (PIB) on the 16
th

 July, 

2009.  

The import is that the PIB represents the largest 

overhaul of the government petroleum revenue 

system in the last four decades.  Among the 

objectives of the PIB is to simplify the collection 
of government revenues including taxes which is 

our area of concern. Full text can be downloaded 

from the nnpc website: 

http://www.nnpcgroup.com/media/SpeechBy

HonorableMinisterToIndustry.pdf 

Pl read on. 

 

Good Morning:  

I would like to welcome you all to this 

engagement session with the industry on the 

proposed reform of the petroleum industry. As 
you are aware, the Petroleum Industry Bill (PIB) 

is currently before the National Assembly. The 

government intends through this bill, to set out a 

new legal frame work for the organisation and 

operation of the entire oil industry in Nigeria.  

The PIB is based on the Report of the Oil and 

Gas Reform Implementation Committee (OGIC) 
set up by the Federal Government in year 2000 

http://taxpolicy.ird.govt.nz/
http://www.nnpcgroup.com/media/SpeechByHonorableMinisterToIndustry.pdf
http://www.nnpcgroup.com/media/SpeechByHonorableMinisterToIndustry.pdf
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to carry out a comprehensive reform of the oil 

industry. The PIB in essence is therefore a 
reform legislation which aims to put in place of 

the existing myriad of legislative and 

administrative instruments governing the 

petroleum industry one omnibus legislation that 
establishes clear rules, procedures and 

institutions for the administration of the 

petroleum industry in  

Nigeria. The PIB establishes the legal and 

regulatory framework, institutions and 
regulatory authorities for the Nigerian petroleum 

industry. It also stipulates guidelines for 

operations in the upstream, midstream and 

downstream sectors and for purposes connected 
with same.  

The purpose of our engagement today is to 
update the Industry about the proposed bill 

preparatory to the public hearing to be 

conducted by the National Assembly towards 

the passing of the bill into law.  

Oil and gas production in Nigeria commenced in 

1958 after the first discovery two years earlier 
was made in Oloibiri, which is now in Bayelsa 

State. Over the years, the laws regulating this 

very important industry have not been 

comprehensively reviewed. The main laws are 
the Petroleum Act 1969 (as amended) and the 

Petroleum Profits Tax Act 1959 (as amended), 

and the Nigerian National Petroleum 
Corporation Act of 1977(as amended). These, 

and practically every other law regulating the 

industry, needed to be holistically updated to 

reflect the changing dynamics of the oil and gas 
industry worldwide.  

The Nigeria Petroleum Industry Bill is a 
remarkable document which contains most of 

the legal requirements that will apply to the 

entire petroleum industry in Nigeria. 

The PIB combines 16 different Nigerian 

petroleum laws in a single transparent and 
coherent document. This is the first time that 

such a large scale consolidation has happened 

anywhere in the world.  

Good governance is promoted through the 

removal of much of the confidentiality as well as 

creating transparency.  

Confidentiality encourages corruption. The best 

way to fight corruption is to remove 
confidentiality for all procedures, contracts and 

payments. Every Nigerian including all 

stakeholders should have the right to know what 

is going on. The bill removes confidentiality on 

a scale not seen in the world before. Nigeria will 
move in one step from one of the most opaque 

petroleum nations in Africa, to one of the most 

open and transparent in the world.  

The texts of all licenses, leases and contracts and 

any of the changes to such documents will no 

longer be confidential. Payments to the 
government of Nigeria will be public 

information.  

All petroleum geological, geophysical, technical 

and well data will be accessible for all interested 

persons in a national data base. 

The proposed bill will result in a significant 

increase in transparency. From now on, 

petroleum prospecting licenses and petroleum 

mining leases can only be granted by the 
Minister through a truly competitive bid process. 

Such process will be open and accessible to all 

qualified companies.  

Every company involved in the upstream 

petroleum industry will be subject to the same 
system of rents, royalties and taxes, depending 

on whether they operate in the onshore, shallow 

or deep offshore or inland areas. This means it 

will not be possible under the bill to treat certain 

companies more favourably than others.  

Nigerians can only fully benefit from their 

petroleum resources, if there is a sound 

petroleum administration. This administration 

needs to be streamlined and strengthened. This 
is being achieved through the creation of three 

separate and clearly defined entities:  

 The Nigerian Petroleum Inspectorate - 

responsible for all matters related to the 

“upstream”, which includes oil and gas 

petroleum exploration and production  
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 The National Midstream Regulatory 

Agency – responsible for all matters 

related to the “midstream”, which 
includes pipeline transportation, storage, 

refining and liquefied natural gas, and  

 The Petroleum Products Regulatory 

Authority – responsible for all matters 

related to the “downstream”, which 

includes petroleum product and natural 

gas distribution to final consumers.  

 

The approval process of each project 
consists of a one -stop shop. All that is 

required for a new project is to get a single 

approval from the respective entity. These 
requirements are that each project:  

 

• Has to comply with all modern technical 

standards,  

• Is a sound commercial proposition,  

• Does not involve excessive costs,  

• Meets all health and safety standards,  

• Includes a Nigerian content plan that 

ensures maximization of Nigerian 

employment and business opportunities,  

• Ensures maximum local economic spin-

offs and job opportunities, and  

• Meets all environmental standards, 

including an approved environmental 

management plan.  

• In order to facilitate the collection of 

government revenues all companies are 

required to establish an electronic 

information system, with security key 

access for all persons that are authorized 

by government to inspect and audit.  

 

The PIB represents the largest overhaul of the 
government petroleum revenue system in the 

last four decades. 

This overhaul has four central objectives:  

• To simplify the collection of 

government revenues,  

• To cream off windfall profits in case of 

high oil prices  

• To collect more revenues from large 

profitable fields in the deep offshore 
waters, and  

• To create Nigerian employment and 
business opportunities, by encouraging 

investment in small oil and gas fields.  

The simplest government revenues to collect are 

royalties. Everyone can calculate and verify on 

the back of an envelope how much royalties 

should be collected from each oil and gas field 

each month. Therefore, the main emphasis of the 

new government petroleum revenue system is on 
royalties.  

 

The royalty percentages are designed in such a 
way that they automatically adjust to the 

economic circumstances. This is done with two 

sliding scales. One scale relates to the daily 

production of the oil or gas field. Another scale 
relates to the oil or gas price. Also royalties vary 

in four different geographical areas: onshore, 

shallow offshore, deep offshore and inland 
basins.  

 

If oil prices go up unexpectedly as happened in 

2008, Nigeria will reap an instant benefit from 

such high oil prices, because royalties are levied 

every month. 

Another important simplification is the tax 

reform. Every company is required to pay 
corporate income tax. No exceptions.  

The Petroleum Profits Tax is therefore split in 

two: the Corporate Income Tax and the Nigerian 
Hydrocarbon Tax. The Nigerian Hydrocarbon 

Tax is not deductible for the Corporate Income 

Tax purposes, and is therefore a true extra tax. 
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Under the Nigerian Hydrocarbon Tax to be 

simplified, many costs that is difficult to audit, 
such as interest on loans will no longer be 

deductible.  

In 1993 Nigeria decided to opt for production 

sharing contracts for the deep water blocks. 

Unfortunately, the production sharing contracts 

that were concluded in 1993 were rather bad 
deals for Nigeria from an international 

perspective. The royalties were 0%. The taxes 

included a generous tax credit that wiped out 
much of the tax to be collected. The profit oil 

shares to government were low compared to 

most other nations. Therefore, Nigeria collects 

much less for government under these contracts 
than other petroleum exporting nations.  

Therefore, for deep water operations, the bill 
includes now the much higher royalties, already 

discussed above, as well as the new tax 

framework. This will create a strong basis for 
renegotiations of the existing unfavourable 

contracts. The goal is to ensure a fair share to 

Nigeria. The share should be comparable to 

other important oil exporting nations.  

The best way to encourage a significant increase 

in Nigerian petroleum industry employment and 
business opportunities is to strongly promote the 

development of small oil and gas fields.  

This is also the best way to encourage Nigerian 

owned companies to become investors in the 

petroleum industry. Small and medium sized 
companies from many nations from all 

continents now participate in the international 

petroleum industry. Nigerian owned private 

companies should be given the best opportunity 
to join them. This is being done by creating 

attractive investment opportunities in small 

Nigerian oil fields, through low royalties and 
low taxes for such fields.  

However, favourable fiscal conditions are not 
enough. Nigerian and new foreign investors 

must also have access to new contract areas.  

One of the main bottlenecks to increased activity 
in Nigeria is lack of access to new contract 

areas. The petroleum prospective part of Nigeria 

is covered with existing contracts. These 

contracts were granted without Implementing a 

modern acreage management which typically 
include strong relinquishment practices. As a 

result, in Nigeria petroleum companies are 

“sitting on” acreage. There is no access to 

acreage for new investors. This harms petroleum 
investment activity.  

The bill provides for the fact that petroleum 
companies will have to give acreage back from 

existing oil prospecting licenses and oil mining 

leases. Existing companies can keep all areas 
that are in production or will be developed in the 

near future. However, the acreage that 

companies are not using will have to be returned 

to Nigeria. This may free up probably as much 
as 30% of the prospective petroleum area of 

Nigeria for new investors.  

Petroleum companies also will have to give up 

areas that are currently being operated by 

marginal field operators. These areas will be 
given directly to these operators. This will allow 

them to get their own acreage and become 

masters over their own fields under favourable 

royalty and tax provisions.  

The bill will change the role of NNPC. Today 

NNPC is a company that still has very much the 
character of a government department. All its 

revenues flow to the government of Nigeria and 

its funding is then provided by the government. 
This is not an efficient way to run an oil 

company. The bill gives NNPC the opportunity 

to create a viable and self-financing oil 

company.  

NNPC is currently 100% owned by the 

government of Nigeria. The new National Oil 
Company will still be owned 100% by the 

government of Nigeria.  

The National Oil Company will pay to 

government the same royalties and taxes, as any 

other oil company. In addition, the National Oil 
Company will pay dividends.  

It will be a great challenge to the National Oil 

Company to restructure itself in this manner. 
There is an enormous shortage of funds to 

contribute effectively to the new oil and gas 

field developments in shallow and deep water. 



22 
 

This is now bottlenecking the development of 

these fields.  

In order to assist the National Oil Company in 

the financing of new projects, the bill creates a 
new joint venture structure, called incorporated 

joint ventures. The National Oil Company and 

the foreign companies will now join into a single 
company of which they will be shareholders. 

The number of shares will reflect the current 

interest in the joint ventures. 

The new incorporated joint ventures will pay for 

new projects from their cash flow and through 

borrowing. This will solve the current financial 
bottleneck and promote a faster development 

and expansion of oil and gas fields.  

The bill contains among the strongest and most 

far reaching provisions in the world with respect 

to the promotion of Nigerian content.  

As discussed above, no project can be approved 

without a comprehensive Nigerian Content Plan. 

The Nigerian Content Plan includes obligations 
on the part of the investor with respect to:  

 The purchase of local goods and 

services  

 Procurement guidelines in order to assist 

local companies  

 Employment of Nigerian citizens  

 Training and Education,  

 Research and Development, and  

 Regular reporting and verification of the 

Nigerian Content Plan.  

 
The purchase of local goods and services will 

receive significant support under the PIB, 

because only 80% of foreign costs will be 
deductible for Nigerian Hydrocarbon Tax 

purposes. There will be high minimum 

employment and training requirements for 
Nigerian citizens. 

  

The PIB requires that any licensee and 
lessee provides for an extensive economic 

spin-off program for host communities near 

the petroleum activities. These spin-off 

requirements relate to construction of roads, 
hospitals and community centres and special 

emphasis on local job opportunities and 

training programs.  
 

No project can start without a detailed 

environmental management program. 

Decommissioning, abandonment and 
disposal of assets are now subject to strict 

legal requirements to protect the 

environment and local communities.  
 

One of the very important resources for 
Nigeria‟s future is natural gas. The size of 

our gas resources is enormous. Yet, local 

consumption is minimal compared to the 

possibilities. Large volumes of gas are still 
being flared.  

Many new power plants have no access to 

natural gas. Few local gas based industries 
have been created. This situation is 

unacceptable and must be changed.  

The bill therefore incorporates in a forceful 
manner the earlier measures that the 

government already took with respect to the 

domestic supply obligation in order to 
underpin the gas master plan. The bill also 

provides for a strong regulatory framework 

through the new powers of the “midstream” 
Agency.  

In order to provide maximum support for 

new gas production aimed at the domestic 
markets, royalties and the Hydrocarbon Tax 

are low. The creation of new gas processing 

plants and gas pipelines is supported through 
favourable tax holidays under the Corporate 

Income Tax.  

All these provisions form a coherent and 

attractive framework for new and additional 

investment to create the midstream 

infrastructure required.  
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The Deregulation of Downstream Sector  

There is no gain saying the fact that the 

Nigerian downstream petroleum sector faces 

enormous challenges. These challenges have 
discouraged third party investments in new 

refineries and contributed to making existing 

refineries cost centres. With the expansion 

of the regulatory functions of the „Authority‟ 
and Government decision to fully deregulate 

the downstream sector, a level playing field 

is being established for this vital sector of 
the petroleum industry.  

In 2008, the level of subsidy for petroleum 
products rose to about 630 Billion Naira 

equivalent to about 50% of the capital 

budget of the Federal Government. This 

diversion of scarce resources cannot be 
sustained over the long term.  

Nigeria‟s long term energy security depends 
on our ability to deliver petroleum products 

in the domestic market at cost reflective 

prices. This can only be attained in an 
environment where clear ground rules are 

set and oligopolistic market distortions are 

removed. For effective and competitive 

domestic petroleum products market to be 
developed in Nigeria, the downstream 

petroleum sector must be deregulated. This 

will encourage investment in refining and 
marketing infrastructure.  

Some may wish to wonder why reform at all 
and why now? especially, in the midst of the 

global economic meltdown and continuing 

oil price volatility. The answer to this 

question is that there is no better time. The 
Jreform cut across every facet of the 

industry and in particular frees the sector 

from the constraints of government funding 
whilst removing barriers to the participation 

of new small and big players through a 

flexible fiscal system and clear rules of 

engagement by all with impartial umpires. 
Its benefits are clear to see. The government 

is also determined to pursue this to its 

logical conclusion.  

I hope that the detailed presentations that 

will follow my address would capture the 
important highlights. CONCLUSION  

Finally, let me conclude by reiterating that 
this bill which would further enhance the 

important underlying premise of the OGIC 

report achieves the following objectives:  

 • Alignment of the Oil and Gas 

industry to international best practice  

 • Enhancement of good governance 

practices and processes  

 • Reinforces linkages between the 

oil and gas industry and other sectors of the 

Nigerian 

            economy  

 • Establishes a fiscal framework that 

is strongly in the interest of Nigeria, and  

 • Supports the energy objectives 

of Government enshrined in the seven 

point agenda.  

Thank you.  

Pakistan 

 
Country Correspondent: 

Mr Abdul Rashid 

 

 
 

(i)    Pakistan – Bahrain Treaty  

Convention on Avoidance of Double 

Taxation between Pakistan and Bahrain 

came into force in September, 2009. The 
Convention will not only provide safeguards 

against double taxation on the income of the 

residents of both the countries but will 

further strengthen the existing economic 
relations between the two Contracting 

States. It will also create a conducive 
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atmosphere for trading and investment for 

business community of the two States. 
 

(ii)   Pakistan – Morocco Treaty 

Pakistan and Morocco had conclude a 

Convention on Avoidance of Double 
Taxation on 18

th
 May, 2006. Ceremony for 

exchange of Instrument of Ratification was 

held in the FBR House, Islamabad on 8
th
 

October, 2009 for bringing the Convention 

into force. Ambassador of the Kingdom of 

Morocco to Pakistan H.E. Mr. Mohammed 
Rida El-Fassi represented the Kingdom of 

Morocco, while Mr. Sohail Ahmad, 

Chairman, Federal Board of Revenue 

represented the Government of Pakistan. 
Both sides expressed the belief that this 

treaty will go a long way in further 

strengthening the economic relations 
between the two States by facilitating trade 

and commerce and providing certainty of tax 

treatment.  
 

(iii)  Change in the Country 

Representative and Country 

Correspondent 
Mr. Asrar Raouf, Member Policy (Direct 

Taxes) has been appointed as Pakistan‟s 

Country Representative while Mr. Abdul 
Rashid, Secretary (International Taxes 

Policy) has been appointed as Country 

Correspondent for CATA.  

 

Singapore 
 

Country Correspondent: 

Ms Angeline Chan 

 

 

 
Extension of Jobs Credit Scheme 

 
The Jobs Credit Scheme (JCS) will be 

extended for another 6 months.  Part of the 

Resilience Package in the Singapore Budget 

2009, the JCS was introduced as a one year 

scheme with 4 quarterly payments in March, 
June, September and December 2009.  It has 

helped to ease companies‟ operating costs 

and avoid large lay-offs of workers in the 

economic crisis.  To-date, 3 payments have 
been made to eligible employers.  Each 

payment is calculated based on 12% of the 

salary of employees on their Central 
Provident Fund payroll.  With the 6-month 

extension, 2 stepped-down payouts of 6% 

and 3% of employees on their payroll, will 
be made in March and June 2010, 

respectively.  More information on the JCS 

is available at 

http://www.iras.gov.sg/irashome/jobscredit.a
spx. 

 

E-Tax Guide on Income Tax Treatment 

of Public-Private Partnership 

Arrangements 

 
IRAS has published an e-Tax guide “Income 

Tax : Tax Treatment of Public-Private 

Partnership (PPP) Arrangements” to provide 

greater clarity on the approach taken by the 
Comptroller of Income Tax to establish the 

scope of services carried on by the private 

sector operator involved in a PPP project 
and the income tax treatment that would 

apply.  PPP is a procurement model under 

the Best Sourcing framework introduced by 

the Ministry of Finance, which encourages 
the public sector to engage private sector 

operators in delivering public services if it is 

more efficient to do so. The e-Tax guide can 
be accessed at 

http://www.iras.gov.sg/irasHome/uploadedF

iles/Quick_Links/e-
Tax_Guides/Business_and_employers/PPP

%20e-

Tax%20Guide%20(1st%20edition).pdf. 

 

E-Tax Guide on GST Treatment of 

Vouchers: Sale and Redemption 

 
IRAS has published an e-Tax guide to 

explain the changes to the GST treatment on 

the sale and redemption of vouchers, and 
vouchers sold through intermediaries.  With 

effect from 1 January 2010, the following 

http://www.iras.gov.sg/irashome/jobscredit.aspx
http://www.iras.gov.sg/irashome/jobscredit.aspx
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/Business_and_employers/PPP%20e-Tax%20Guide%20(1st%20edition).pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/Business_and_employers/PPP%20e-Tax%20Guide%20(1st%20edition).pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/Business_and_employers/PPP%20e-Tax%20Guide%20(1st%20edition).pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/Business_and_employers/PPP%20e-Tax%20Guide%20(1st%20edition).pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/Business_and_employers/PPP%20e-Tax%20Guide%20(1st%20edition).pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/GST/GST%20Treatment%20of%20Voucher_final_09102009.pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/GST/GST%20Treatment%20of%20Voucher_final_09102009.pdf
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changes will be made to the GST rules to 

align the tax treatment of vouchers with the 
innovations relating to vouchers in recent 

years.  GST will be accounted for vouchers 

with monetary value or non-monetary value 

stated on or recorded in them; vouchers 
expiring on or after 1 January 2010 will be 

taxable when the expired vouchers are 

recognised in the Income Statement; and the 
margin earned by the intermediary who buys 

and sells the vouchers as a principal will be 

taxable. The e-Tax guide can be accessed at 
http://www.iras.gov.sg/irasHome/uploadedF

iles/Quick_Links/e-

Tax_Guides/GST/GST%20Treatment%20of

%20Voucher_final_09102009.pdf. 
 

Tax Academy of Singapore Signs MOU 

with CPA Australia 

 

The Tax Academy of Singapore, the training 

arm of IRAS, has inked a Memorandum of 
Understanding (MOU) with CPA Australia, 

Australia‟s largest accounting body.  Under 

the MOU, the Tax Academy of Singapore 

will design a specially tailored Singapore 
taxation segment to be incorporated into the 

professional level of the CPA Program.  The 

MOU signing marked a shared commitment 
by the two organizations towards the 

development of professional and competent 

tax practitioners in Singapore and the 

general tax community. 
 

Singapore's Network of Tax Treaties 

 
Following Singapore‟s endorsement of the 

internationally agreed Standard on the 

effective exchange of information (EOI) in 
March 2009, Singapore has been 

renegotiating existing Avoidance of Double 

Taxation Agreements (DTAs) and 

negotiating new DTAs with numerous 
jurisdictions, including OECD countries.  A 

revised DTA incorporating the Standard on 

EOI has been signed with New Zealand.  
Protocols have also been signed with 

Australia, Austria, Bahrain, China, 

Denmark, Mexico, Netherlands, Norway, 
Qatar and the United Kingdom to 

incorporate the Standard on EOI into the 

DTAs.  The full text of the revised DTA 

with New Zealand and the protocols with the 
various tax jurisdictions can be accessed via 

the IRAS website at www.iras.gov.sg. 

 
Uganda 

 
Country Correspondent: 

Mr John Sseggane 

 

eTAX Initiative in Uganda Revenue 

Authority 
 
The concept of an integrated tax 

administration system (ITAS) was 

developed by Domestic Taxes Department 
way back in 2003. This was as a result of the 

various pains in the old manual processes 

such as queues at counters, no fair 
assessment of the taxpayer, weaknesses in 

taxpayer accounting etc. The major 

objective of this project was to improve 

service delivery in Domestic Taxes and 
URA in general through the modernization 

of systems, processes and people. 

 
This initiative undertaken by the Domestic 

Taxes Modernization Project (DTMP) is 

funded by a number of development partners 

and implemented in partnership with Tata 
Consultancy Services (TCS) from India. 

 

eTAX is an Information System for the 

management of all domestic taxes and 

duties, including but not limited to Income 

Tax, Value added Tax, Withholding Tax, 
Pay-As-You-Earn (PAYE) and Excise 

duties. This software which is web-enabled 

has modules for effecting and monitoring 
key activities of tax administration such as 

registration, de-registration, assessment, tax-

payer accounts, audit, compliance, 
objections and appeals, incorporating 

international best practice and security 

features. 

  
Online services such as e-Registration, e-

Returns, e-Payments, and electronic tax 

calculation have been developed in eTAX. 
These services and many more are 

http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/GST/GST%20Treatment%20of%20Voucher_final_09102009.pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/GST/GST%20Treatment%20of%20Voucher_final_09102009.pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/GST/GST%20Treatment%20of%20Voucher_final_09102009.pdf
http://www.iras.gov.sg/irasHome/uploadedFiles/Quick_Links/e-Tax_Guides/GST/GST%20Treatment%20of%20Voucher_final_09102009.pdf
http://www.iras.gov.sg/
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accessible on the URA web portal on 

www.ura.go.ug 
 

By July 2009, URA had launched a new 

taxpayer registration process, re-issued new 

Taxpayer Identification Number (TIN) and 
enabled e-Registration on the new web 

portal. Over the next quarter we shall be 

implementing a new return filing and 
payment process, as well as the underlying 

accounting procedures. The implementation 

will begin with a pilot at our Kampala East 
office on 30th November 2009, and will 

thereafter be rolled out to the Medium 

Taxpayers‟ Office (MTO) and Large 

Taxpayers‟ Office (LTO) in January 2010. 
 

The new payments process has been 

developed in close collaboration with 
commercial banks since they form part of 

the major stakeholders in this process. 

 
This process comes with numerous benefits 

to our clients such as no queues at the banks, 

real time posting on account. Clients will be 

issued a payment registration number upon 
logging on to the portal. 

 

It is hoped that eTAX will be launched in 

February 2010 with all the re-engineered 
business processes up and running at the 

pilot site and subsequently rolled out to all 

our business offices. 
With the introduction of eTAX, the Uganda 

Revenue Authority Domestic Taxes offices 

will be available 24x7 through the Web 
Portal for all the taxpayer services functions. 

And above all eTAX will increase the 

transparency and consistency in the 

administration process and keep the taxpayer 
informed on the status of any transactions. 

 

 

 

 

http://www.ura.go.ug/
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