
1CATA Newsletter, September 2005

The Commonwealth Association of Tax Administrators

NewsletterNewsletter
No.3 of 2005 September 2005

Twenty-Sixth CATA Annual Technical Conference, Ottawa 2005

CATA Annual Technical Conference (Mauritius)  2006 AMP 2005

CTIC 2005 CMDP 2005 TOIT 2005 CIOTA Meeting 2005



2 CATA Newsletter, September 2005

EditorialContents

CATA NEWS
Twenty-sixth Cata Annual Technical
Conference/Workshop—Ottawa, Canada 4

CATA Annual Technical Conference (Mauritius) 2006 4

Advancing Management Potential (AMP) 2005 4

Commonwealth Tax Inspectors Courts (CTIC) 2005 4

Commonwealth Management Development Programme
(CMDP) 2005 4

Taxation of International Transactions (TOIT) 2005 5

Appointments 5

New Country Correspondents 6

CIOTA Meeting 6

Talking to Members, Greg Farr 6

OTHER NEWS
Commonwealth Summit to Focus on Digital Divide,
Co-operation, Develoment and Democracy 8

World Environment Day: 5 June 2005
Message from Commonwealth Secretary-General,
Don McKinnon 8

Commonwealth Secretary-General Condemns
London Terrorist Blasts 9

Commonwealth ICT Ministers to Review Commonwealth
Action Programme for the Digital Divide Report 9

NEWS FROM MEMBERS
Australia 10

Barbados 11

Cameroon 11

Fiji Islands 12

Guyana 13

Jamaica 14

Lesotho 15

Malawi 17

Malta 19

Mauritius 19

New Zealand 20

United Kingdom 21

Role of Taxpayer
Education
As in all walks of life, education and information play an
important role in the achievement of goals and
objectives of tax authorities all over the world. In
addition to all possible measures that could enhance the
efficiency and effectiveness of tax administrations, policy
makers understand the significance of educating
taxpayers and providing them with information that
assists in promoting voluntary compliance and goodwill
between tax administrations and taxpayers thus taking
the mission forward based on mutual trust and respect as
compared to more historical confrontational approaches.

Understanding the theoretical importance of something
is one thing. Providing necessary resources on the
ground to achieve goals and more importantly making a
priority of it is far more complicated in practice.
Taxpayer education is one of such potential “areas of
conflict” for policy designers mainly because the primary
focus of all policy makers is on money collected. That is
even more so with those who assume control of policy
matters without having a professional background of
taxation. Tax education is seen, at least in initial years,
as an item of expenditure without a direct return on
investment. That is true to some extent if we talk only
in money terms. But there are perhaps some non-
monetary immediate benefits that will always lead to
increased intake in the long run. Patience and a
futuristic vision are the essential virtues one must have
in abundance if such goals are to be achieved.

A really good long term strategy on taxpayer education
must start by intervening in the educational stage of
potential taxpayers of the future. Students need to learn
how tax policies of the past have contributed to tax
policies of today. Teachers or other relevant authorities
should integrate year-round education programs into
standard curricula. Some countries even use this
opportunity to identify potential taxpayers for the future
through allocation of unique identification numbers,
such as for obtaining student loans that are carried
forward into professional life. This constitutes a sensible
first step towards reduction in the level of
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non-compliance based on taxpayer ignorance, lack of
information, misunderstanding or even voluntary
attempts to evade or avoid tax. Low literacy rates are a
major handicap in the effectiveness of taxpayer
education programmes. It is therefore even more
important to ensure that at least the educated classes do
not have to be re-educated in tax matters after
completion of formal education. It would ensure savings
of valuable resources by tax administrations at later
stages.

There are a number of considerations and options for
those taxpayers who have had no exposure to education
in tax matters before entering professional life. These
include development of strategies for education of
taxpayers through publications, news letters, print and
electronic media, seminars, workshops, etc. provision of
one window operation through service centres,
telephone help-lines and in more recent times through
web sites that are very rich in information and services
content.

It is vitally important for tax payers to be satisfied that
taxes paid by them are spent by governments for the
benefit of citizens. Whereas this is beyond the domain of
tax administrators, as far as taxpayers are concerned it is
the tax official who must provide satisfactory
explanations. They cannot be told to go and ask this
question somewhere else because for them there is no
place else by way of contact point on tax matters. Failure
to do so impacts very strongly on the attitude of tax
payers in terms of tax compliance. Experience shows that
such problems are better solved through personalised
face to face contact, such as through seminars,
workshops, etc. rather than through printed matter. It
creates a positive impact on taxpayers if they feel their
concerns have been registered and responded to in a
direct two way communication instead of a one sided
impersonal communication, even if it is rich in content.
Printed matter is more effective where technical
information such as filling in return forms, calculation of
tax liability, etc. is concerned.

Even after a very sound and sensible strategy for taxpayer
education is formulated, there are still a number of
practical and logistical problems that tax administrations
are faced with when it comes to implementation. The
geographical spread of a country with vast under
developed areas in most developing countries constitutes
a major obstacle and results in substantially increased
cost of effective implementation of such programmes.
Under developed areas are mostly characterised by poor
communication infrastructure and facilities that add to

the difficulty. Illiteracy rates are generally higher in
under developed areas as compared to urban centres.
Therefore information transmission media other than
print media are more effective and less costly. Under
development in itself generates negative attitudes
towards taxation including feelings of neglect and
discrimination. That in turn hardens socio-cultural
resistance to paying taxes that apparently seem to bear
no or at best low rewards in improving the quality of life
or standards of living.

Tax administrations in different countries adopt a range
of measures that are suited to and affordable in their
respective given situations. Establishing resident
taxpayer education units in under developed areas that
are manned by local and available personnel to conduct
the programmes is one such approach. This also gives a
local touch to such establishments which can otherwise
be perceived as alien presence with no link to or interest
in the welfare of the locals of a region. Periodical visits
by trained and professional taxpayer education officers to
back up local staff and ensure updated information are a
useful complimentary approach. Liaising with and
enlisting the support of influential local social or
business groups which could instil confidence in tax
payers is also effective communication strategy in under
developed areas. This is particularly true where tribal or
feudal control and influence is strong. In fact, most tribal
and feudal lords will always resist education because
their control and influence is inversely proportional to
lowness of literacy rates within their areas of control. It
is therefore usually a fine balance between seeking their
support and clipping their wings at the same time.
Where political support is not firmly behind educational
inputs, the job of tax administrators becomes even more
difficult. Tax administrations can come up with the
perfect plan to achieve excellence, but unless their
efforts are backed up by strong moral and material
political support and commitment, the outcome is always
likely to suffer.
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CATA News

Twenty-sixth CATA Annual Technical
Conference/Workshop—Ottawa, Canada

The Twenty Sixth Annual Technical Conference/
Workshop of CATA was held from 29 August to
2 September 2005 in Ottawa, Canada. It was attended
by 103 delegates representing 29 member countries,
three non-member countries (China, Thailand and
Zanzibar) and seven international organisations,
including COMSEC, AATA, ATAIC, COTA, IOTA
GTZ and SADC. The conference deliberated on the
following two topics:

1. Customer Services

2. Tax Evasion and Avoidance

The arrangements made by Canada Revenue Agency
were all of the very high standard associated with this
event in the past.  At the conclusion of the conference,
the Chairman and Vice Chairman congratulated the
organising committee of the CRA on the very successful
outcome and, on behalf of all delegates, thanked the
CRA staff involved for their kindness and hard work.
The Executive Director also expressed his gratitude and
appreciation for the excellent spirit of cooperation and
understanding between the Secretariat and members of
CRA’s organising committee throughout the preparatory
period.

CATA Annual Technical Conference
(Mauritius) 2006

Mr Mustupha Mosafeer, Commissioner of Income Tax,
Mauritius has confirmed that the 2006 Conference will
be held from 14 to 18 August 2006. The following two
topics will be discussed at the conference:

1. Improving voluntary compliance among the self
employed

2. Use of ICT in tax administration

Advancing Management Potential (AMP)
2005

The Advancing Management Potential training
programme for senior tax officials commenced in
Lincoln, United Kingdom on 1 August 2005. The
names of participants for this year’s course are as follows:

Joji Vaka (Fiji Islands)
Mohammed Agaie (Nigeria)
Victoria Anibaba (Nigeria)
Andy Ejemeyovwi (Nigeria)
Christian Onyegbule (Nigeria)
Simon Yau (Nigeria)
Daya Munasinghe (Sri Lanka)
Theo Frank Munya (Rwanda)
Fidele Ngerero (Rwanda)
Vincent Uzarama (Rwanda)
Baba Dibba (The Gambia)
Demba L Jammeh (The Gambia)

Commonwealth Tax Inspectors Course (CTIC)
2005

The Commonwealth Tax Inspectors Course started at
Lawress Hall, Lincoln in the United Kingdom on
1 August 2005. The following participants are
attending this year’s course:
Tanya Lee (Falkland Islands)
Laisa Turagalada (Fiji Islands)
Blondel White (Monserrat)
Connie Akayezu (Rwanda)
Egide Musafiri (Rwanda)
Jackie Zizane (Rwanda)
Puay Kiang Quek (Singapore)
Champa Ranaweera (Sri Lanka)
Eva Mmasi (United Republic of Tanzania)
Neema Mrema (United Republic of Tanzania)
Maternus Joseph Shirima (United Republic of
Tanzania)
Mamour Joof (The Gambia)
Musa Saidykhan (The Gambia)

Commonwealth Management Development
Programme (CMDP) 2005

The Commonwealth Management Development
Programme for 2005 is being hosted by the Malaysian
Tax Academy, Inland Revenue Board of Malaysia from
22 August to 30 September 2005.

The programme covers a broad range of subjects which
include: management development and organisational
development in the year 2004; understanding difference
and learning about others; interpersonal skills; team
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skills and processes; leadership; performance
management; systems thinking; continuous
improvement; business planning; presentation skills; the
Commonwealth perspective; tax administration module;
best practice design for tax administration sub-systems;
risk management; strategic planning; acting planning;
putting it all together; tax compliance administration;
audit case selection; risk based auditing; planning
investigations/large company investigations; cost benefit
analysis; value added taxes; introduction to methods of
income determination; management of disputes; evasion/
avoidance; underground economy/money laundering;
fraudulent transactions; evidential requirements/
investigator in court; trading stock/long term
construction contracts; issues relating to multinational
corporates/expatriate employees.

The programme is being delivered by experts drawn from
the Australian Taxation Office and the Inland Revenue
Department of New Zealand.

Taxation of International Transactions (TOIT)
2005

The Workshop on Taxation of International Transactions
sponsored by CATA for senior and middle level tax
officials was held from 25 July to 12 August 2005.

The Workshop was held at the Malaysian Tax Academy,
Inland Revenue Board, Bandar Baru Bangi, Selangor,
MALAYSIA.

The purpose of the Workshop was to broaden and
deepen participants understanding of the rules of
international taxation, especially tax treaties, by
considering their application in interaction with
domestic tax law and to commercial transactions which
involve flows of funds across international frontiers.

Participants included either senior or middle level
officials involved in the negotiation of tax treaties,
application of tax treaties, or in development of policy or
administration in relation to international taxation or
tax inspectors responsible for, or engaged in, the audit of
multinational enterprises and other taxpayers involved
in international transactions.

Participants to this year’s workshop included:
Juliette Marcia Hyacinth Smith (Barbados)
Visvanath Das (Fiji Islands)
Leung Kin Wa (Hong Kong)
Mugambi Humphrey Micheni (Kenya)
Justus Musau Kiuvu (Kenya)
Frank Fred Simwaka (Malawi)
Abdulla Leeman Zahir (Maldives)

Purnawathie Karunarathna (Sri Lanka)
Motsa Felix Phiwayinkosi (Swaziland)
Siti Halimah Bt. Ismail (Malaysia)
Kamsiah Bt. Muhamad (Malaysia)
Liz Ellyna Bt. Mohd Zaid (Malaysia)
Noraini Bt. Ismail (Malaysia)
Lazita Abdullah (Malaysia)
Hisham B. Rusli (Malaysia)
Shamsiah Bt. Zakaria (Malaysia)
Faridah Bt. Taib (Malaysia)
Mugunan A/L Raman (Malaysia)
Paul Anak Sarip (Malaysia)
Chan Pheng Khoo (Malaysia)
Mohamed Ramli B. Hassan (Malaysia)
Khadijah Bt. Zainal Abidin (Malaysia)
Shamsiah Bt. Mohd Radzi (Malaysia)
K Sandra Segaran A/L Karuppiah (Malaysia)
Amilia Bt. Kamaruddin (Malaysia)

Appointments

Fiji Islands

Mr Tevita Banuve, Chief Executive Officer, Inland
Revenue Division has been appointed as the new
Country Representative in place of Mr Solomone Sila
Kotobalavu.

India

Mrs Anita Kapur, Joint Secretary (Tax Policy and
Legislation) has been appointed as the new Country
Representative in place of Mr D P Sengupta.

Jamaica

Mrs. Vinette Keene, Commissioner, Taxpayer Audit and
Assessment Department has been appointed Acting
Director General, Tax Administration. She takes over
from Mr. Clive Nicholas C.D. who retired as the
Director General of the Tax Administration in Jamaica,
after 41 years of service.

Singapore

Mr Moses Lee, Commissioner of Inland Revenue, was
appointed as the new Country Representative with effect
from 1 July 2005 in place of Mr Cher Siang Koh who
retired on 30 June 2005.

Uganda

Ms Jacqueline Kobusingye has been appointed new
CATA Country Representative for Uganda. She takes
over from Mrs. Feddy Mwerinde, former Chairperson of
CATA who ended her contract with Uganda Revenue
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Authority earlier this year. Ms Kobusingye was also
recently appointed the Commissioner, Domestic Taxes
Department in the Uganda Revenue Authority.

New Country Correspondents

India

Ms Monica Bhatia, Director (Tax Policy and
Legislation) has been appointed as the new Country
Correspondent in place of Mr D P Semwal.

Malawi

Mr Peter Chimwemwe Kalitsiro Chikabadwa, Assistant
Deputy Commissioner has been appointed as the new
Country Correspondent for Malawi.

CIOTA Meeting

The Committee of International Organizations of Tax
Administrations (CIOTA) met in Ottawa, Canada on
Saturday 3 September 2005 following the conclusion of
the 26th CATA Conference. The CIOTA meeting was
attended by the following members:

Members:
AATA: Mr. Pascal-Baylon Owona
CATA: Mr. Zahir Kaleem
CIAT: Mr. Marcio Verdi
COTA: Ms Marva Lee
IOTA: Mr. Raits Averats
SGATAR: Mr. Greg Farr

Secretariat: Canada Revenue Agency (CRA),
represented by:
Mr. Brian McCauley
Mr. William McCloskey
Mr. Robert Reade

ATAIC attended as an observer pending completion of
its membership application formalities. The meeting was
chaired by Mr. Brian McCauley, Acting Assistant
Commissioner of CRA. He has taken over from Mr.
Stephen Rigby who has moved on to another
governmental assignment. The meeting discussed a
number of important issues including, finalization of
internal procedures, consideration of new membership
applications, examination of work on proposed joint
CIOTA/ITD conference scheduled for October 2007
and evaluation of progress on various CIOTA activities
as well as extending the scope of present activities of
CIOTA. The next meeting of CIOTA is likely to be
held in Brazil in April 2006.

TALKING TO MEMBERS

Ten minutes with Greg Farr
Second Commissioner of Taxation
Australian Taxation Office

Career synopsis: Greg Farr’s career with the Tax Office
spans more than 30 years and a wide variety of areas. He
has been Deputy Commissioner in charge of two of our
branch offices – Townsville and Upper Mount Gravatt
and has worked in technical areas, corporate programs,
and the Child Support Agency.

Greg has also managed areas with responsibility for
information technology applications development. He
has also overseen production management areas
covering almost all the processing of taxpayer
information we undertake as an organisation.

In early September 2002 Greg was appointed as Second
Commissioner leading the technology, resource
management, relationship management and operations
areas for the Tax Office. Greg’s current responsibilities
include leading the Tax Office change program and the
information and communications technology area.

A particular career highlight for Greg has been heading
up the area that provided project tracking and support
for the Executive in delivering our major tax reform
change program. This had significant impacts on both
the organisation and the community.

Size of revenue authority (no. of employees): 21,000.

Types of taxes administered: Income tax, PAYG
withholding/instalment, corporation tax, VAT/GST,
excise duty, capital gains tax, fringe benefits tax,
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superannuation, student loans, and other indirect taxes
such as wine equalisation tax, luxury car tax, petroleum
resource rent.

Total value of net taxes collected last fiscal year:
$AUD198,732 million (2003/2004 financial year).

Percentage of total government revenue this amount of
tax collected represents: 88%.

Operating budget: $AUD 2316.2 million.

Types of benefits/refunds administered: Income tax,
VAT/GST, excise grants, family tax benefits, child
benefits, superannuation guarantees.

ATO headquarters, Canberra, ACT.

Three key challenges facing your revenue authority:

1. Earlier identification of compliance risks.

2. Encouraging people into low risk approaches while
dealing firmly with the more egregious cases.

3. To appropriately tailor our compliance approaches
for those of our responsibilities that go beyond
revenue compliance to include delivery of
community or industry policies, for example, security
of retirement savings.

Three key initiatives/programs underway at the
moment:

1.  ‘Easier, cheaper, more personalised program’.

2. Promotion of a culture of tax risk management in
the community.

3. Introducing a common sense and practical approach
to what evidence is required to evidence
compliance, to cut down costs to the community in
complying with taxation laws.

How can CATA add more value to your revenue
authority: Sharing of information and assisting in
vendor management in large programs through
connecting people working on similar projects.

Favourite past-time(s) apart from tax: Motorcycling.

Parliament House, Canberra, ACT.

Update from the Deputy Director Training and
Research, Ms. Kristy Dam

Many thanks to the CATA Secretariat and others who
have made me feel so welcomed in this new position. I
especially enjoyed meeting all the delegates at the CTIC
and AMP courses in Lincoln in early August.

Over the next 12 months, my key focus will be on
developing publications for CATA members on a variety
of tax administration topics. These topics have been
chosen on the basis of member feedback and include:
· Strategies for dealing with tax evasion and avoidance
· Computerisation/IT capacity building
· The establishment of large taxpayer units
· The integration of VAT and income tax
· The taxation of mining and petroleum.

These publications will rely heavily on the contributions
and experiences of CATA member countries, in order to
identify best practices within the Commonwealth. As
such, it will be appreciated if you could help me produce
quality publications by responding to any surveys or
requests for information. Like any good revenue authority, I
will try to keep the compliance burden to a minimum!

You may have also noticed a new interview feature in
this issue of the CATA newsletter (see ‘Ten minutes
with Greg Farr’). The purpose of this new feature is to
get to know members in the CATA community. Every
quarter, a different country representative or
correspondent will be featured.
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Other News

Commonwealth Summit to Focus on Digital
Divide, Co-operation, Development and
Democracy

In a joint statement released today in London and
Malta, the Commonwealth Secretary-General Don
McKinnon and the Prime Minister of Malta, Lawrence
Gonzi announced that the special theme for the next
Commonwealth Heads of Government Meeting
(CHOGM) would be ‘Networking the Commonwealth
for Development’. The Meeting would take place in
Malta from 25-27 November 2005.

Maltese Prime Minister Lawrence Gonzi said: “The
Maltese Government and people of Malta look forward
to welcoming the Commonwealth Heads of Government
to our country for this important summit. Malta is
ideally placed to host this Meeting as it stands at the
cross roads of the Mediterranean, the European Union
and the Commonwealth. Its history and heritage
provides a unique and exceptional backdrop for a
constructive and forward looking discussion about
development through networking.”

Secretary General Don McKinnon said: “I know that
Commonwealth leaders greatly look forward to their
meeting in Malta. The theme of ‘Networking the
Commonwealth for Development’ will allow leaders not
only to discuss the important issue of bridging the digital
divide but also identify ways of enhancing co-operation
for prosperity, development and democracy, and using
Commonwealth networks to achieve these goals. The
timing of CHOGM is significant as there are a number
of major international meetings on either side of it.”

World Environment Day: 5 June 2005
Message from the Commonwealth
Secretary-General, Don McKinnon

We are living in a rapidly urbanising world. By 2030,
more than 60 per cent of us will live in a city. The trend
presents a major challenge, particularly for developing
countries, requiring vision and planning now, for the
future. There are two main challenges. First, there is the
urgent need to tackle poverty as urbanisation continues.
Many people in low- and middle-income
Commonwealth countries live in overcrowded homes of
poor quality that lack adequate provision for water,

sanitation and waste management. The picture is
particularly stark when you focus on slums and separate
these out from the wider urban picture. Through an
innovative partnership of Commonwealth institutions
called ComHabitat, the Commonwealth is supporting
action on human settlements. ComHabitat is examining
indicators of progress towards the Habitat Agenda,
looking at mechanisms and options for urban finance,
and working on issues related to urban governance and
secure tenure. In particular, it provides opportunities for
those working in these fields to share knowledge,
experience, expertise, methods and insights with other
practitioners.

The second challenge is to make our future cities ‘green’.
The Kenyan Nobel Peace Prize Laureate, Wangari
Maathai, has campaigned to plant tens of millions of
trees across Africa to slow deforestation. She has also
fought for open spaces and a clean and healthy
environment in cities. It is for all of us to make our cities
more environmentally-friendly, to reduce the impacts
that city dwellers have on the vital environmental
resources that are their life-blood – such as air quality,
water resources and the climate. This requires us to play
an active role. As professionals, by planning and
implementing energy-efficient buildings and transport
systems; as informed citizens, by supporting policies that
promote effective waste management and the judicial
development and use of energy resources; and as
members of our family and community, by taking direct
action ourselves. With their awareness and commitment,
young people are often the ones who take a lead in
persuading families and communities to improve their
use of resources. The Commonwealth Secretariat
recently took steps to manage its own day-to-day waste
and use of energy more effectively. It increased its
recycling rate from 24% to 63%, cut electricity use by
8% just by `switching off’ when equipment was not
needed, and reduced the amount of paper used by each
staff member by about 17 sheets of paper a day. If all of
us can do a little bit to conserve energy and the
environment, this will add up to a positive effect overall.

Cities and the environment have a close relationship
with one another. The city depends on the environment
to absorb its wastes and provide basic life-services. To
enable our cities to flourish in the future, we also need to
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invest in the environment today. Without effective
management of watersheds, forest resources, rivers, and
climate change and desertification, there can be no
sustainable provision of clean water to cities in sufficient
quantities to meet the demands of 2030. We must all
plan and act now to create green cities of the future.

Commonwealth Secretary-General Condemns
London Terrorist Blasts

Commonwealth Secretary-General Don McKinnon has
condemned today’s multiple terrorist attacks in London:

“All of us throughout the Commonwealth family are
shocked by these barbaric and cowardly attacks. Our
thoughts go to all the victims and their families and
friends.

“Terrorism cannot be allowed to succeed. The
Commonwealth has spoken out loudly and clearly
against this scourge. The killing and maiming of
innocent men, women and children is unjustifiable.
These attacks appear to be aimed at disrupting the
meeting of G8 leaders in Gleneagles. They have the
effect of diverting attention from efforts to eradicate
global poverty and disease and create a more just world.
But our common resolve to address these global issues
will not be shaken.”

Commonwealth ICT Ministers to Review
Commonwealth Action Programme for the
Digital Divide Report

Commonwealth ministers involved in information and
communication technology (ICT) will discuss the draft
report on the Commonwealth Action Programme for the
Digital Divide (CAPDD) at a High-Level Forum in
Yaoundé, Cameroon, from 5-6 September 2005. The
report proposes ways to develop a policy framework and
infrastructure to enable Commonwealth countries and
their citizens to bridge the digital divide and harness
ICT as a tool for sustainable development and the
achievement of the Millennium Development Goals
(MDGs).

The meeting, which will be held alongside the
Commonwealth Telecommunications Organisation’s
CTO Forum 2005, is part of the build-up to the
Commonwealth Heads of Government Meeting
(CHOGM) to be held in Malta in November 2005. It
follows an earlier high-level meeting convened by the
Commonwealth Secretary-General in London in June
2005. Commonwealth Deputy Secretary-General

Winston Cox, who will open the High-Level Forum,
noted that the CAPDD is part of the Commonwealth
Secretariat’s strategic aim to support member countries
in using ICT for development.

He stated: “In this age of globalisation, no
Commonwealth country should be left out of the ICT
network. Having access to information and knowledge is
crucial in decision-making, be it in politics, business,
health or social issues. Knowledge is needed in the global
economy, and indeed in the domestic economy, to be
one step ahead or at least to keep up with the
competition. ICT is also an avenue for promoting
dialogue between governments, citizens, businesses and
communities across the globe.”

Mr Cox emphasised that ICT has become a critical tool
in almost every facet of life today. ICT is a conduit for
trade through e-commerce, for e-government and for
exploiting networking opportunities in all areas of
human endeavour. The Deputy Secretary-General said it
is vital for the Commonwealth countries to identify and
manage ICT resources and capabilities to support
development projects. This effort, he said, will assist
member countries in socio-economic progress and in
their attainment of the MDGs.

Visit the CATA Website
http://www.cata-tax.org

for more information
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News from Members

AUSTRALIA

Country Correspondent: Pam Mitchell

Pre-population of Individual Tax Returns

Earlier editions of this newsletter have reported how the
Australian Taxation Office’s Easier, Cheaper and More
Personalised (ECMP) Change Program will improve the
taxpayer’s experience with the tax system.

An important element in this program is an initiative
focussing on how the ATO can assist taxpayers by
providing key tax return information at the time the tax
return is being prepared.

At present, the ATO receives a vast array of data from
many sources that is used to verify that taxpayers have
correctly completed their income tax return. The
pre-population project is exploring the benefits of
providing this information electronically to taxpayers or
their tax agent before (or at the time) they prepare their
tax return. The ATO has begun to pilot this concept
through its electronic lodgement facility known as
e-tax. This year users of e-tax will be able to download
details of welfare payments and (for some taxpayers)
medical expenses information directly into the e-tax
return.

The next phase of the project will explore opportunities
to make information from other sources available for
pre-population purposes and to broaden the availability
of this service to taxpayers who use a tax agent for tax
return preparation. Over time, in addition to welfare and
health expenses information, the pre-population service
could be extended to interest income from financial
institutions, income and tax deductions from employers
and payroll service providers and dividend information
from share registers and investment fund managers. The
project team will also explore how this initiative can
assist with improved record keeping practices for
individual taxpayers. As the nature of the information
that will be made available through the pre-population
service is personal, maintaining the privacy of that
information will be a major focus of the project.

The pre-populating of income tax returns will assist in
making it easier for taxpayers in preparing their tax
returns and gives a higher level of certainty on the
accuracy of the information provided. This service is

another example of how the ATO intends to make the
taxpayers experience with the tax system easier, cheaper
and more personalised.

Building a Framework for a Better
Relationship with Tax Agents

After extensive consultation with the tax professional
associations and tax agents, the Tax Office has jointly
developed a ‘Strategic Framework’ to guide its
relationship with tax agents. This follows a
recommendation in an Australian National Audit Office
2002-03 Report No 19, that the Tax Office develop a
framework to clarify expectations of its relationship with
tax agents.

With tax agents now lodging 75% of individual income
tax returns and 97% of business tax returns, it is
important to ensure that ATO an effective relationship
with tax agents. The framework forms part of the Tax
Office’s commitment to developing collaborative
partnerships with key intermediaries in the revenue
system. The framework helps to clarify the relationship
established with many tax agents through
communication, consultation and relationship
management activities. The aim is to create a consistent
and ‘whole of organisation’ approach to the way the Tax
Office works with tax agents.

The benefit for tax agents is that ATO is recognising
those who have contributed to compliance through their
investment in technology, practice management systems
and ethical behaviour.

The framework itself will enable the Tax Office to work
with tax agents to help them:

 • identify trends within their industry

 • develop effective education strategies, and

 • develop industry capability.

Tax agents will also continue to assist the Tax Office
with input into the design of OATO’s products and
services. The Tax Office and the professional
associations are working together to jointly
communicate the framework for tax agents and the
broader community. A supporting document is also
being developed that will link compliance treatments to
tax agents’ behaviour.
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BARBADOS

Country Correspondent: Lloyd Cummins

Eighth Regional Revenue Games

The Eight Regional Revenue Games held over last
Easter weekend climaxed with a grand presentation and
farewell ceremony at the Barbados Yacht Club. Overall
winner of the games was the host country Barbados.
From all reports, the games were a resounding success.
So well supported were they that there is now a
recommendation for the games to be held over a period
of two days to enable especially smaller contingents to
participate in all slated events. The social agenda for
that weekend allowed for a boat cruise, night cricket,
island tour and picnic. Nearly 500 persons from 10
Caricom Countries participated in the games. We wish
to thank lead co-ordinator, Mr Ricardo Mapp, Assistant
Commissioner, members of the Inland Revenue Social
Cultural Club, the National Sports Council, the
Barbados Defence Force and other supporting agencies
for a wonderful weekend of fun which definitely
advanced the regional integration process.

2005 Tax Fair/Exhibition

It was Friday, 15 April. The venue, National Heroes
Square, in the heart of Bridgetown. Under bright
sunshine and to the pulsating rhythms of steel pan
music, the Inland Revenue held its 4th Annual Tax Fair
and Exhibition. The Fair, themed ‘Building Together
through Partnerships’, marked the high point of the
Department’s outreach programme during the filing
period.

Like last year, the Value Added Tax (VAT) Division of
the Customs Department and the National Insurance
Department were brought on board in a joint effort to
show case functions and responsibilities and at the same
time affording customers the opportunity to become
more sensitized about their entitlements, rights and
obligations.

In delivering his address at the opening ceremony, Mr
Esworth Reid, Deputy Permanent Secretary, Ministry of
Finance, lauded the Department for staging the event
“which has grown into this expanded public sensitisation
and awareness forum”. He noted that from its inception
some three years ago, the response of the general public
to the fair has been a positive and encouraging one. He
urged that “the fair be expanded to include all revenue
collection agencies and other government agencies that
are responsible for delivering certain critical services

now enjoyed by Barbadians, that if not for the revenue
collected, they would never have been able to enjoy”.

Mrs Sabina Walcott-Denny, Commissioner of Inland
Revenue, stated in her opening remarks that “It is our
obligation to provide excellent taxpayer service and to
establish structured public relations projects such as the
fair”. Echoing the theme of the fair, Mrs Walcott-Denny
stressed that “As partners, together it is our duty to
continue to build our country Barbados. She further
cautioned that “the process calls for a commitment from
all”.

Adding a new dimension to the fair was the presence of
a contingent of some 40 senior Secondary School
Students from nearby schools. The students were
specially invited to attend the fair and participate in a
lecture/discussion presentation entitled “The Inland
Revenue Department as a partner in the Social and
Economic Development of Barbados.” The featured
speaker was Ms Betty Brathwaite, Senior Partner of the
accounting firm, Deloitte.

In a move aimed at further boosting its outreach and
customer service programme the Department used the
occasion of the fair to launch its newly created website,
located at www.barbados.gov.bb/ird. All are invited to
visit the site.

CAMEROON

Country Correspondent: Francis Fiekfu

Changes in Cameroon’s Tax Administration
and Tax Laws

Following Presidential Decree no. 2004/322, Cameroon’s
Director of Taxes, Mr Polycarpe Abah Abah has been
appointed to head the Ministry of the Economy and
Finance. By the new organisational Chat of this
Ministry, the Department of Taxes has been transformed
to the General Department of Taxes. The new General
Director of Taxes is now Mr Laurent Nkodo, who up till
then was heading the Large Taxpayers Unit.

On the same line of appointments, by Decree no. 2005/
2326/PM of 21 Juin 2005, the CATA Representative for
Cameroon, Madame Tanyi Myianyor Rose has moved up
to the rank of the Technical Adviser of the Minister of
the Economy and Finance.

On tax laws, some changes have been witnessed in the
Cameroon’s tax policy as the country has moved out of
the tax breaks instituted some ten years ago. As such,



12 CATA Newsletter, September 2005

the 2005 Finance Bill, has increased the rate of VAT
which was at 17% by half a point. Besides, widening of
the tax base by the abolition of tax exemptions on some
essential products has been followed up in conformity
with the plan established to that effect. The taxing of
the games of chance and entertainment has been
tailored within the optic of a better impounding of the
taxable materials generated by this important sector of
the economy.

FIJI ISLANDS

News despatch by: David Tansey

New Appointments to the Fiji Islands Revenue
& Customs Authority (FIRCA)

On 6 July 2005 Mr. Tevita Banuve was appointed Chief
Executive Officer of the Authority, a position which also
incorporates the roles of Commissioner of Inland
Revenue and Comptroller of Customs. Mr. Banuve was
formerly the CEO of the Ministry of Finance and
National Planning, and Chairman of the FIRCA Board.
Other recent appointments are:

General Manager Development Services Mr Parmod Achary

General Manager Information Technology Mr Andrew Robertson

National Manager Large/International Audit Mr David Tansey

National Manager Small/Medium Audit Mr Joseva

LeanoNational Manager Debt & Lodgement Mr Dhansukh Lal

National Manager Revenue Collection (IRS) Mr Madhu Sudhan

National Manager Revenue Collection (Customs) Mr Bill Raikuna

National Manager Legal Services Ms Silipa Kubuabola

National Manager Border Control Mr Jone Louie

National Manager Finance Services Ms Daisy Britannico

National Manager Human Resources Mr Nemani Maraiwai

National Manager Policy & Research Mr Jitoko Tikolevu

Messrs. Leano, Sudhan and Louie are acting as General
Managers until the recruitment process is finalised.

Legislative Reform

The 2004 and 2005 legislative programs saw substantial
reforms, especially in the compliance area. In addition,
the law design and development process itself has been
overhauled. Traditionally, all tax amendments were
announced by the Minister in the November Budget
address, and introduced into Parliament early in the new
year. From 2005, draft legislation will be developed mid-
year and consultation on it will take place with the
private sector and specific stakeholders at that stage.

Fiji’s tax legislation and its Practice Statements (non-
binding public rulings) can be found on the FIRCA
website at www.frca.org.fj

2004 Income Tax Amendments

Anti-avoidance

The general anti-avoidance provision in section 108 of
the Income Tax Act 1974, which had been worded in line
with former section 260 of the Australian Income Tax
Assessment Act 1936, was replaced by a new section
worded very closely with Australia’s current Part IVA.
The provision applies to schemes entered into after 31
December 2003 for the purpose of obtaining a tax
benefit. This will modernise the anti-avoidance
legislation and allow Fiji courts to use Australian
precedents in the interpretation of the new section.

Taxation of trusts

The provisions relating to the taxation of trusts have
been clarified and potential loopholes removed. An
adult beneficiary (21 years of age) will be taxed on
distributed trust income. A trustee will be assessed on
undistributed income or income distributed to a minor
beneficiary. The change was a response to the recent
growth in trusts as vehicles used by non-residents for
holding freehold rental properties.

Departure Prohibition Orders (DPOs)

The Commissioner may issue a DPO where a person has
unpaid tax, and this will prevents him from leaving Fiji
until the debt is paid or security provided. Previously,
the Commissioner had to obtain an Absconding Debtors
Warrant from the court, by which time the debtor could
have left the country.

Distrain for unpaid tax

The existing power to distress goods under the Value
Added Tax Decree 1991 was mirrored into the Income
Tax Act. The Commissioner can levy distress on the
goods and chattels of a debtor (other than real property)
and dispose of it to recover the debt and costs of the
disposal.

Liability of company directors

In the event that a company becomes insolvent,
bankrupt or liquidated, each director is liable for any
unpaid amount of taxes held in trust (usually deductions
for PAYE and contractors 15% withholding tax).

Binding Rulings

The new Tenth Schedule to the Income Tax Act
provides a framework for the Commissioner to issue
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private binding rulings. However, these are initially
limited to the Film-Making and Audio-Visual incentives
as set out in the Sixth Schedule, to provide certainty to
investment projects which wish to take advantage of the
incentives.

2005 Income Tax Amendments

Liability of company directors

New section 41A of the Income Tax Act applies where
an arrangement is entered into which renders a company
unable to pay its tax liabilities. In such cases directors
are jointly and severally liable for the tax, unless the
directors can convince the Commissioner that they were
not involved in the executive management of the
company or had no knowledge of the arrangements.

New section 41B has two limbs. The first makes a
director of a private company answerable for anything
done by that company under the Act, and in case of
default, is liable to the same penalties and to account for
the tax debts of the company. The second limb deems a
payment to an associated person of the company to be a
dividend where the Commissioner is satisfied it
represents a distribution of profits.

Departure Prohibition Orders (DPOs)

The DPO power was extended so that one can be issued
to an individual who has a controlling interest in a
company, and that company owes a tax debt. A further
amendment makes it an offence for a person who has
been issued a DPO to attempt to leave Fiji.

Abrogation of Legal Professional Privilege

The access powers of the Act were amended to remove
Legal Professional Privilege as a defense to the non-
production of information required by the
Commissioner. Another amendment allows the
Commissioner to remove and retain records for as long
as necessary to make a full and complete inspection.
Previously the Commissioner could only access and
make copies of records.

GUYANA

Country Correspondent: B Hussein

Legislative Change

Tax Reform

The current reform of the tax system in Guyana arose
from a study conducted by the Fiscal Affairs Division of

the International Monetary Fund in the year 2000. The
study recommended a VAT system of taxation as a
means of modernizing the tax system with the resulting
benefits of enhancing revenue collection and generating
economic efficiency. Moreover, the VAT type of
taxation was seen as a means of harmonizing the tax
systems of the Caribbean countries since several
countries within the Caricom region have implemented
this system of taxation.

The VAT system of taxation is seen as appropriate to
Guyana in view of declining revenues from foreign trade
as a result of trade liberalization. In order to increase the
yield from domestic taxes, especially those taxes
applicable to consumption of goods and services, it was
necessary to radically change the current system of
taxing the consumption of goods and services.

Value Added Tax and Excise Tax Acts

Two bills, the Value Added and Excise Tax Bills were
passed by the National Assembly on July 18, 2005, after
being placed before a Select Committee which was
established to address the concerns of the private sector.
These Acts were initially expected to take effect in July
2006. However, after widespread consultations, the date
of implementation will be determined at the discretion
of the Minister of Finance who must table in the
National Assembly, an Order to bring the new
legislation into effect as well as an Order specifying the
VAT rates.

The Value Added and Excise Tax Acts, when they
become effective, will replace several Acts which are
currently now operational and include the Consumption
Tax Act, the Travel Voucher Tax Act, the Hotel
Accommodation Tax Act and the laws relating to
service, premium, purchase, entertainment and
telephone taxes. The Excise Tax Act was introduced
together with VAT to ensure that the revenue yield
under the new proposed system will approximate the
revenue collection under the current system.

VAT Implementation Unit

To ensure the smooth and effective implementation of
the Value Added and Excise Tax Acts, the Guyana
Revenue Authority established a VAT Implementation
Unit which is headed by Ms. Wendella Willabus,
Deputy Commissioner. In addition, through funding by
the Inter-American Bank, the Guyana Revenue
Authority has secured the services of a VAT consultant,
Ms. Carmen Barrow. Ms. Barrow, who formerly headed
the VAT operations in Belize, will be attached to the
Authority for a period of eighteen (18) months and give
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direction to the staff of the VAT Implementation Unit,
provide additional training and prepare training modules
and procedure manuals.

The members of the VAT Implementation Unit are
being exposed to training on an ongoing basis. Four staff
members of the Unit were on a one-week attachment/
familiarization programme of the VAT operations in
Jamaica. The programme allowed staffers to observe
Jamaica’s operations first-hand and was sponsored by the
Caribbean Region Technical Assistance Centre
(CARTAC). In addition, eight (8) staff members,
including members of the VAT Implementation Unit,
attended a two-day VAT refresher course which was
conducted by resource personnel from CARTAC. The
participants of this programme would be tasked with
training and educating staff members of the Guyana
Revenue Authority as well as the public and other main
stakeholders such as the Private Sector Commission and
the Guyana Manufacturers’ Association. In-depth
publicity campaigns as well as workshops will be carried
out in various regions of the country. A weekly
television programme, “Focus on GRA”, is ongoing and
seeks to sensitise the public on the Value Added Tax as
well as provide information on other aspects of
operations of the Revenue Authority.

Human Resource Matters

The defined vision and mission of the Guyana Revenue
Authority envisages skilled and properly trained
personnel to perform their duties in a professional way.
In this regard various international donor agencies
including the Caribbean Development Bank and the
Inter-American Development Bank, have committed
funds to the Government of Guyana to enable the
Guyana Revenue Authority to enhance its effectiveness
in carrying out its training objectives. In March 2004, a
Training Needs Analysis was conducted by a consultant.
The project was funded by the Caribbean Development
Bank. Members of staff (Managers, Supervisors and Non-
supervisory staff) were required to complete and re-
submit the questionnaires to the consultant. This
analysis is important to the administration in devising
relevant training programmes that will equip staff with
the requisite competencies to enhance their job
performance and enable them to provide better quality
service to taxpayers.

The Caribbean Region Technical Assistance Centre has
also provided financial and technical support for the
Guyana Revenue Authority training needs. In April
2005 senior managers attended a one week training

seminar in Leadership and Management Skills which
exposed them to new management techniques and
improvements in organisational practices thereby
enabling them to be more effective managers. The
seminar was hosted by the Guyana Revenue Authority
in collaboration with the Caribbean Region Technical
Assistance Centre (CARTAC). The resource persons
were Mr. Tony F. Reyes, Ms. Ivonne Tune and Ms.
Bernice Gotay who are attached to the Department of
Treasury, Internal Revenue Service, United States of
America.

The Caribbean Law Enforcement Council hosted a
three-day “Border Security Conference” in the
Dominican Republic which was attended by Ms Ingrid
Griffith, Deputy Commissioner, Customs and Trade
Administration. The objective of the conference was to
provide a forum through which high-level law
enforcement officers may come together to discuss the
current situation with respect to border security
challenges. Discussion also centred on institutional and
other weaknesses which challenge border security and
cooperation between Law Enforcement Agencies and
the Private Sector to enhance national and regional
strategies under technical cooperation projects.
Participation by managers in such conferences is
encouraged by the Authority in order to ensure that
managers are kept abreast with international practices.

JAMAICA

News by: Marsha K Grant

Jamaica’s Director General Clive Nicholas C.D.
Retires

 Mr. Clive Nicholas C.D. has retired as the Director
General of the Tax Administration in Jamaica, closing
the doors on a remarkable career. Mr. Nicholas gave his
country forty-one (41) years of dedicated service and was
one of the principal persons behind the Tax
Administration Reform Project (TAXARP). His hard
work and dedication in contributing to the development
of his country cannot be rivaled.

Mr. Nicholas began his journey with the Income Tax
Department in 1964 and rose to the rank of Senior
Assistant Commissioner of the Information and
Intelligence Unit in 1979. From 1982 to 1990 he worked
as a Special Agent at the Criminal Investigation Branch
of the Revenue Board and in 1991 was promoted to
Senior Assistant Revenue Commissioner where he was
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responsible for
the management
of cases selected
for special
investigation.
Later that year he
was designated
Commissioner of
the newly
established
General
Consumption
Tax (GCT)
Department with
responsibility for
organizing and
directing the
policies and
programmes for the administration of the GCT Act and
Regulations.

His leadership style no doubt appeared unsophisticated
and relaxed to the casual observer, but it was profoundly
effective, rooted as it were in an earthy common-sense
and technical excellence. He was always readily
accessible to taxpayers and staff and possessed a knack
for identifying and keeping his attention riveted on
issues that mattered among the complex mix of concerns
which competed for his attention. The success that was
enjoyed in the implementation and development of the
GCT was due in no small part to his leadership.

His active participation in international tax fora of such
organizations as the Inter-American Centre of Tax
Administrations (CIAT), the Caribbean Organization of
Tax Administrators (COTA) and the Commonwealth
Association of Tax Administrators (CATA), as well as
his interaction with tax officials of many countries,
earned him an enviable reputation as a knowledgeable
and articulate expert in taxation.

When Jamaica embarked on the major reorganization of
the tax administration in 1998, Clive Nicholas helped to
guide its development and implementation as Chairman
of the Steering Committee under the Tax
Administration Reform Project. When the project phase
of the reform process ended, his confirmation in the new
position of Director General of Tax Administration
surprised no one. His five years in this position have
considerably heightened the respect that he enjoyed
from his staff, taxpayers, tax practitioners, government
officials and politicians. He is often sought by the press
where he is recognized and respected as the most

authoritative voice on the operation of Jamaica’s
taxation system, and has made his unofficial title as
Jamaica’s ‘Tax Czar’ uniquely his own.

There can surely be no doubt that the standards he has
set and the respect and considerable goodwill which
have accrued to the tax administration by virtue of
his leadership will be a valuable legacy which will
inspire and serve the administration for many years to
come.

Mrs. Vinette Keene,
Commissioner,
Taxpayer Audit and
Assessment
Department is
currently the Acting
Director General,
Tax Administration.
She brings to this
position over twenty-
eight (28) years of
experience in the
areas of Tax Policy
and Administration.

LESOTHO

Country Correspondent: Setsoto Ranthocha

The Lesotho Revenue Authority (LRA) will be
presenting before Parliament the “Taxation Laws
Amendment Bill” in early September. The bill covers all
those taxes administered by the LRA, namely Customs
and Excise, Income Tax and Value Added Tax (VAT).
The paper discusses Income Tax proposals that are
ninety-nine percent of the new Bill. The proposed
changes are categorised as follows.

1. Administrative and Procedural Changes

(a) The Act to bind the state – generally speaking the
state and all its urgencies are bound by the existing
law. However, there has been a growing tendency by
other government agencies to have provisions that
provide for tax exemptions in their laws. The
amendment is meant to ensure that such provisions
do not have effect, and that contracts providing tax
exemptions do not have a legal standing in so far as
revenue laws are concerned.

(b) Notice to obtain information – the proposed
amendment enforces the existing law by disregarding
other laws that may prohibit persons from providing

Director General, Clive Nicholas C.D.

Actg. Director General,
Mrs. Vinette Keene
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information to the tax officials. That is, it deals with
secrecy provisions contained in other statutes.

(c) Tax clearance certificate – this amendment is
meant to enhance compliance by requiring that
business and persons should have cleared their tax
obligations and liabilities before being allowed to
engage in business. A person will not get a trading
licence in the absence of a tax clearance certificate.

(d) Regulation and amendment of schedule – the idea
is to have the Minister of Finance to amend any
monetary values that appear in the Act without
having to lay before Parliament an amendment bill.
Monetary values include tax bands, credits and rates.

(e) Double taxation agreements – any future
international agreements and treaties will have to be
laid before the Parliament of the Kingdom for
ratification. The current requirement is that such
instruments only require ministerial approval.

2. Policy Changes

(a) Minimum chargeable income – the use of “air travel
amount” will be replaced with “international travel
amount”. This is one of the few provisions that allow
for presumptive tax on otherwise wealthy individuals
who take foreign trips but submit losses or nil in
their main tax returns. Such individuals are taxed
under this special provision.

(b) Donations – under the current law donations are
not allowable deductions. The envisaged change will
allow taxpayers who contribute to the newly formed
Lesotho Sports Commission a deduction for the
donations made. The move is geared towards
promoting sports while at the same time putting
controls on possible abuse that could result if
donations could be made to any other organisation
or body.

(c) Motor vehicle expense limitation – the proposal is
to limit an otherwise allowable deduction to only
50% on privately owned motor vehicles that are
used partly for business purposes. The move has been
necessitated by extensive abuse and the growing
practice by firms not to provide company cars but
compensate directors and managers for use of own
vehicles. It also saves a lot of auditors’ time in trying
to ascertain amounts attributable to personal use
(not allowable) and business expenditure (allowable).

3. Penal Measures

Provisions dealing with offences that result from the
litigation process, that is, imposed by the courts of law,

and additional tax that is imposed by the tax authority
have been revised significantly upwards from 25% to
over 300%. The imprisonment terms have also been
increased. These changes have been aligned to those in
VAT. The increases have been made on the following.

• Offences related to returns
• Offences related to maintenance of proper records
• Offences related to failure to comply with a notice

requiring payment of taxes
• Offences related to failure to withhold tax,

certificates and to remit the tax
• Offences related to failure to reasonable assistance
• Offences related to comply with a notice requiring

provision of information
• Offences related to tax clearance certificates
• Offences related to false or misleading statements
• Offences related to the taxpayer identification

number (TIN)
• Offences related to secrecy

Additional tax rate has been changed from “the specified
rate” to 3%, 8% and 20%. Previously the Commissioner
would periodically publish by way of a gazette the rate to
be used. The change and new rates are meant to remove
this administrative requirement thereby making it
possible for the Authority to adjust the rates
automatically relative to economic interest rates. This is
to ensure that the most up-to-date rates are used without
having to publish frequently, which in itself is some form
of a legal process. The following are the envisaged
changes.

• Additional tax (interest) for failure to pay tax when
due is 3% compounded monthly.

• Additional tax for under-estimation of tax payable
will be fixed at 20% or prime rate (as supplied by the
Central Bank) plus 8% whichever is the greater.
This is to be applied on the amount by which tax is
under-estimated.

• Additional tax in relation to tax withheld will also
be charged under the new law at the rate of 20% or
prime plus 8% whichever is the greater.

4. Administrative Reforms and Developments

(a) Formation of a corporate investigation unit (CIU)
– July saw the formation of the CIU. The new unit
will undertake major investigative cases that to a
large extent involve fraud. While it does not rip off
the investigative powers of the different revenue
divisions it attempts to relieve auditors’ time in the
divisions thereby allowing them to have a larger
audit coverage of average cases. The formation of
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the unit followed intensive training of prospective
candidates in the USA for a month, UK resource
personnel undertaking a course at the LRA training
centre and practical attachment with the South
African Revenue Service. (SARS).

(b) Computerisation of Income Tax – the in-house
Information Technology division developed an
income tax system based primarily aimed at
streamlining registration, payment recording and the
tax clearance processes. The system has the
following functionalities.

• Registration of all types of taxpayers
• Assessments raising both default and taxpayer

self assessments
• Payments capturing of all taxes
• Refunds processing
• Tax clearance certificate issuance
• Various management reports and statistics.

A more integrative system is being developed by
Grown Agent. This new system will be linked to the
existing VAT system known as VIPS. In fact it is an
enhancement of VIPS and therefore called VIPS
Plus. The VIPS Plus is expected to be very similar to
the system in Ghana. As a result, the beginning of
August saw a team leaving for Ghana for
familiarisation study tour. Once the project is
complete all the data in the current system will be
migrated to VIPS Plus as the former is based on
Oracle which is the same platform that VIPS Plus
uses. This will therefore, not require any additional
capturing and inputting of data.

(c) A tax tribunal act has also been recently enacted by
the Parliament. This act establishes a revenue
appeals tribunal (RAT) which will be an
independent body to consider tax disputes between
the taxpaying population and the tax administrators.
It will be headed by a judge who has significant
knowledge and experience of the tax laws,
operations and systems.

(d) The LRA has also started on the process of
decentralising taxpayer services. Two new regional
advice centres were inaugurated by the Honourable
Minister of Finance and Development Planning at the
start of this current tax year, April. For now the centres
are providing registration, payment, tax clearances and
general basic taxpayer education services.

5. Obituary

The Authority has suffered its greatest loss to-date with
the untimely and sudden passing away of Mr Kevin

Donovan, the first Commissioner General of the
Lesotho Revenue Authority on the 1 August 2005. May
his soul rest in peace.

6. Acting Appointment

Following the untimely tragic circumstances referred to
above Mr Thabo Khasipe, the Deputy Commissioner
General is now acting as Commissioner General. He has
been deputising with the incumbent since September
2004 when the position was newly established.

We wish him all the best in this trying and challenging
times.

MALAWI

Country Correspondent: Peter Chikabadwa

Legal and Administrative Changes/
Developments

Administrative Developments

• From 7 December 2004, Mr MJM Phiri, the first
Commissioner General of the Malawi Revenue
Authority, rejoined the MRA as Commissioner
General, replacing Mr E Mtingwi.

• On 14 June 2004, the post of Deputy Commissioner
General was filled for the first time, with Mr Ralph
Kamoto as the first Deputy Commissioner General.

• The Income Tax Division established Taxpayer
Identification Units (TIUs) in its two largest
stations, in order to actively identify new taxpayers
using a systematic approach. Significant results have
already been registered. This area is particularly
important because it is of direct interest to the
Minister of Finance who recently emphasised the
weight that tax base expansion will carry in assessing
the Division’s performance.

• A Taxpayer Service Unit was established at Blantyre
Station, the largest Income Tax Station. Plans are
underway to expand the unit and also to introduce it
in the second largest station, Lilongwe. Operation of
this unit is expected to not only improve service to
the taxpayers, but also to allow assessors to work
without constant interruption.

Legal Changes and Developments

In June 2005, a number of taxation bills were introduced
in the Malawi Parliament. The 2005 Taxation
(Amendment) Bill was principally introduced to bring equity
in the taxation of investment income due to all taxpayers and
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to remove ambiguities in certain provisions of the Taxation
Act. Below is a summary of the bills that were passed into
law effective 1 July 2005.

· Taxation of Capital Gains

Determination of capital gain/loss for assets not used
in trade or business (non-business capital assets)

Subparagraphs (i) and (ii) of the proviso on “basis”
in relation to an asset have been removed.
Subparagraph (i) provided for adjustment of the
basis of any capital asset held by a taxpayer, other
than an asset used in a trade or business and in
respect of which any capital allowance had been
given, by an inflation factor in computing the
capital gain/loss.

Taxable Amount of Capital Gains

Effective 1 July 2005 only 60% of the capital gain
computed is now taxable.

• Relief for Individuals

Tax rate structure for individuals has been amended.
To provide relief to high income earning
individuals, beginning 1st July 2005, monthly
income in excess of MK100,000, previously taxed at
40%, will now be taxed at a reduced rate of 35%.
Moreover, the threshold for the 0% tax rate was
increased from MK3,000 to MK5,000, to provide full
relief to those earning less than MK5,000 per
month.

• To provide relief from withholding tax to earners of
fees

The withholding tax rate on fees has been reduced
from 20% to 10%.

• Allowance of losses

Section 42, the loss carry forward provision has been
expanded to distinguish the extent to which a loss
can be carried forward by categorising industries.
Until 30 June 2005, businesses in all industries could
carry forward assessed losses arising solely out of
trading indefinitely. Effective 1 July 2005, however,
a six-year limitation has been imposed on the
application of the provision to assessed losses of
businesses other than those in the manufacturing,
agriculture and mining industries.

• Deadline for payment of provisional tax

The period within which taxpayers are required to
pay provisional tax has been extended from 14 days
to 30 days.

• Liability for Fringe Benefits Tax

Employers will no longer be subject to fringe benefits
tax for providing fringe benefits to employees whose
annual taxable income does not exceed
MK60,000.00 (compared to MK5,000.00 before).

• Exemptions

The First Schedule has been amended to remove
receipts and accruals of pension funds from exempt
amounts. Earnings of pension funds will now be
taxed at 15%.

The entire amount of housing allowance will now be
taxable. Previously MK200 was exempt. This has
been compensated for by expanding the 0% rated
bracket.

• Introduction of Annual Allowance on Commercial
Buildings

Taxpayers will now enjoy a relief on capital
expenditure in respect of construction of commercial
buildings, other than industrial buildings. A 2.5%
annual allowance shall now be given to a newly
constructed commercial building which has been
brought into use in the year of assessment, provided
the cost of the building is not less than MK100
million.

• Removal of Ambiguity

Following a reduction in the withholding tax rate on
payments to contractors and subcontractors, some
taxpayers deliberately reclassified their status to fit
within the meaning of the word contractor or
subcontractor in order to benefit from the low
withholding tax rate. The Fourteenth Schedule has
been amended to remove the ambiguity of the words
“contractors and subcontractors” by replacing them
with the words “contractors in the building and
construction industries”.

• Relief for Pension Earners

The annual threshold for the 0% tax rate for
pension income has been increased from MK36,000
to MK120,000. This is double the amount for salary
earners.

• Relief on Terminal Benefits

Employee contributions to the pension fund are not
tax deductible. An amendment has been made to
exclude from assessable income, at time of
withdrawal, the part of employee contributions that
were already taxed at the time of making the
contribution so that they are not taxed twice.
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In addition to the legal changes outlined above, a
significant legal development was the negotiation of
agreements for the avoidance of double taxation and
prevention of fiscal avoidance. Malawi recently
negotiated such agreements with the Government of the
Republic of Zimbabwe and the Government of the
Republic of Botswana.

MALTA

Country Correspondent: Randolph Aquilina

Electronic access

Two years ago the Inland Revenue Department of Malta
introduced the possibility of electronic filing, through
the internet, of tax returns by companies. This voluntary
measure was very successful and the take-up of this
service by companies was very high. Access was also
given for online viewing of one’s tax account and return
status.

Subsequently the system was further enhanced to offer
the possibility of making payments of tax online. This
applied to all persons, not only companies.

Further enhancements to the system were made to allow
employers to submit their monthly and yearly
reconciliation forms relative to their employees (FSS)
electronically through the internet.

The latest stage in this ongoing process was made this
year and the necessary legal provisions for this purpose
issued. The filing of electronic tax returns through the
internet has now been extended to individuals on a
voluntary basis, together with access to the individual’s
tax account and return status details. Mandatory
electronic filing has also been established for companies
benefiting from specified tax incentives.

EU Directives

The European Union’s Savings Directive provides, inter
alia, for the taxation of savings income made in one
Member State to beneficial owners who are resident for
tax purposes in another Member State in accordance
with the laws of the latter Member State, or
alternatively for the mandatory submission of
information to the tax authorities of the said resident’s
country.

This new tax regime came into force on 1st July 2005.
Detailed legal Guidelines on this matter were also issued
by the E.U.

The Savings Directive, together with other fiscal
directives had been incorporated into Maltese fiscal
legislation at the time of Malta’s accession to the E.U.
The relative legal notice has been amended to
incorporate these Guidelines.

MAURITIUS

Country Correspondent:
Marie Sybile Lidivine Lim Kong

Tax Changes

Following are the main tax changes announced in the
2005/2006 Budget:

• increase in the basic personal deduction from
Rs80,000 to Rs85,000 and from Rs65,000 to
Rs85,000 in respect of deduction for dependent
spouse;

• increase in the deduction for dependent
handicapped child and for other handicapped person
from Rs50,000 to Rs70,000;

• limit for Emoluments Relief increased from
Rs125,000 to Rs135,000;

• increase in the deduction in respect of medical
expenses from Rs20,000 to Rs25,000 for treatment
undergone in Mauritius and from Rs30,000 to
Rs35,000 for treatment undergone outside
Mauritius;

• re-definition of the term “non-resident” to provide
for a special definition in so far as banking
transactions are concerned;

• requirement for banks to file a certificate from a
qualified auditor certifying that expenditure or loss
not directly attributable to local source and foreign
source income has been apportioned in a fair and
reasonable manner;

• no balancing adjustment to be calculated on transfer
of industrial premises to a related party;

• grant of investment relief and investment tax credit
in respect of amount paid as subscription in the
share capital of an authorised mutual fund;

• provisions relating to “Alternative Minimum Tax”
amended to account for issue of bonus shares;

• the transfer of unrelieved loss of a manufacturing
company upon takeover by another company
extended to cases of merger;
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• special tax credits for investments in spinning
companies extended to investments in weaving and
dyeing companies;

• new provisions introduced to deal with basis of
assessment on commencement of business and
change in accounting date;

• provision made for the issue and publication of
Statement of Practices in relation to the application
of specific provisions of the Income Tax Act.

NEW ZEALAND

Country Correspondent: Kate Lukey

New Zealand—2005 Budget

The 2005 budget introduced a comprehensive, multi-
million dollar package of tax-related measures designed
to boost economic growth and productivity in New
Zealand’s economy. Among the major changes
announced are those aimed at further building New
Zealand’s cooperation with overseas tax jurisdictions and
promoting better access to worldwide capital, skills,
labour and capital. Others focus on bolstering
confidence in the business and investment sectors by
reducing tax compliance costs and ensuring a more
productive use of capital. Finally, some measures are
aimed at facilitating a culture of productivity and saving
among New Zealanders, to encourage a personal
investment in their future.

Improving access to worldwide labour, skills and
capital

Making New Zealand a more attractive place for
international investment and as a destination for skilled
workers is a major focus of this year’s tax package.

As part of the new tax package, a temporary tax
exemption on certain foreign income will be made
available to new and returning New Zealanders if they
have not been tax-resident for at least 10 years. The
exemption removes a tax barrier to the recruitment of
international labour and skills that will benefit the New
Zealand economy.

Similarly, provisions aimed at resolving problems
associated with the New Zealand tax treatment of
accrued entitlements in foreign superannuation schemes
are intended to remove this impediment for employees
coming to New Zealand.

Rules on securities lending have been updated to bring
them into line with the rules relating to other

commercial transactions and those of other countries
such as Australia. The reform will remove tax barriers to
securities lending transactions and make New Zealand
more attractive to international investment.

Also signalled in the budget are proposed new rules
covering registered superannuation schemes, group
investment funds, widely held trusts and other entities
that have savings as their primary function. The new
rules are aimed at removing inconsistencies in the tax
treatment of different taxpayers and investments in these
sectors. These changes to encourage greater saving and
planning for individual New Zealanders’ futures are
explained in more detail below.

The measures are aimed at reducing the tax impediments
to cross-border trade and investment and enforcing the
law between countries involved.

Business tax cuts

The tax measures released in the budget and preceding
months are designed to bolster productivity in New
Zealand’s business sector.

Some measures are aimed at helping small business
owners to reduce the amount of time they spend on tax
matters by simplifying the way they pay their business-
related taxes, and offer specific incentives by way of
subsidies to better manage administrative functions such
as deducting tax from their employees’ pay.

Other changes to the depreciation rules, fringe benefit
tax and research and development costs are designed to
free up valuable capital for future investment in business.
Under the new rules, fewer businesses will need to file
fringe benefit returns on minor benefits that are part of
their day-to-day business activities, and new
depreciation rates better reflect how assets decline in
value. Changes to research and development rules
recognise the growth cycle of technology companies and
remove a barrier to Research and Development (R&D)
investment by allowing R&D deductions to be matched
with income from that expenditure.

Collectively, the measures are aimed at reducing the tax
compliance costs of smaller businesses and freeing up
capital for more productive investment in business
infrastructures.

Facilitating better saving habits

New rules on taxing income from domestic and offshore
portfolio investment are being developed, as part of a
suite of measures designed to facilitate better savings
habits among New Zealanders. The proposals are
intended to create a fairer savings environment by
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removing current inconsistencies in the treatment of
different taxpayers and investments and contribute to a
more transparent and coherent tax environment.

The other key tax announcement on the savings front is
the proposed introduction of a new voluntary personal
savings scheme to help New Zealanders save for their
retirement. The scheme introduces workplace savings
accounts, with workers who sign up to the scheme
receiving an automatic $1,000 from the government
towards their savings. Participants can also qualify for up
to $5,000 towards their first home purchase.

The announced proposals, all of which need to be
legislated, represent the largest package of tax-related
measures in many years.

Further information can be found by clicking on the
following link:

http://www.taxpolicy.ird.govt.nz/news/
archive.php?year=2005&view=366

UNITED KINGDOM

Country Correspondent: Jas Sahni

Review of HM Revenue & Customs Online
Services

The Paymaster General, Dawn Primarolo, announced on
21 July 2005 that Lord Carter will lead a review of HM
Revenue & Customs’ (HMRC) online services, looking
at realising benefits for customers whilst ensuring that
the department continues to deliver a sustainable and
efficient service that supports compliance.

The UK Government published its Digital Strategy in
March 2005 restating its aim to make the UK a leader in
digital excellence and its vision of public service delivery
transformed by modern technology. HMRC is at the
forefront of Government online services and accounts
for 95% of transactions through the Government
Gateway.

Over 60% of employers have filed online this year, most
of whom are not yet required to do so, and use of Self
Assessment (SA) online is steadily increasing with
nearly one fifth of SA returns filed online in 2004-05.

Double Taxation Agreements (DTAs)

The UK Government reviews the UK’s DTA priorities
each year to ensure that the treaty network continues to
meet the needs of the businesses and individuals
receiving income from abroad. HM Revenue & Customs

(HMRC) monitors the DTA networks of other countries
and invites representations from business, individuals,
representative bodies, other Government departments
and others with an interest in this area. HMRC uses the
results, balanced with an estimate of the resources
available, to produce a schedule of work for the year
ahead.

Programme to 31 March 2006

HMRC plans to complete work on new treaties with
Botswana, the Cayman Islands, Iran, Japan and Poland.
HMRC intends to progress negotiations with China,
Germany, Hungary, Hong Kong, Italy, Luxembourg,
Netherlands, Saudi Arabia, Switzerland and Thailand;
and also to progress negotiations with the Crown
Dependencies and Overseas Territories on Tax
Information Exchange Agreements (TIEAs).

New/Exploratory talks

HMRC has plans for new or updated DTAs or Protocols
with the Faroe Islands, Macedonia and Mexico.

Recent developments

- The DTA with Chile, signed in London on 12 July
2003, entered into force on 21 December 2004. The
provisions of the DTA apply in the UK from 1 April
2005 (for corporation tax) and from 6 April 2005
(for income tax and capital gains tax). The
provisions of the DTA apply in Chile from 1 January
2005.

- The DTA with Georgia, signed in London on 13
July 2004, was approved by Parliament on
6 December 2004.

- EU Savings Directive agreements with Guernsey,
Jersey and the Isle of Man, concluded on 19
November 2004 were approved by Parliament on 14
March 2005. EU Savings Directive agreements with
Member States’ dependent and associated territories
in the Caribbean, concluded between December
2004 and April 2005 were approved by Parliament
on 24 May 2005. The provisions of all the EU
Savings Directive agreements apply from 1 July 2005.

- Agreement has been reached in principle on a new
DTA with Japan.

HM Revenue & Customs Spring Report Sets
Out New Structure

HM Revenue & Customs’ (HMRC) new organisational
structure was announced on 16 June 2005 in the
department’s 2005 Spring Report.
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The new organisation for HMRC - which replaced the
Inland Revenue and HM Customs and Excise on 18
April 2005 - will create a modern, effective department
to improve customer service, close the tax gaps, produce
efficiency savings and strengthen the UK’s frontiers.

The new department will be organised into four key
business areas:

• Operations - 12 areas including criminal
investigations, serious civil investigations, detection
and intelligence, as well as customer contact,
compliance, debt management and processing units;

• Product and process groups - focusing on products
e.g. taxes, duties, credits and benefits, and the
processes which deliver them;

• Customer units - Large Businesses and Employers,
Small & Medium Enterprises and Employers,
Individuals and Frontiers; and

• Corporate functions - including a Strategy Unit and
an Anti-Avoidance Group, as well as other support
services.

HMRC expects to fully implement this organisational
model within the next four to six months. The report
also details the department’s progress against targets
during 2004-05 and its expenditure plans for the coming
years. Highlights include:

• £73 billion collected in VAT receipts to keep the
department on track to deliver additional revenue
required under the VAT Compliance Strategy;

• around £252 billion collected by the Revenue in net
tax receipts and national insurance contributions;

• Between 1 April and December 2004, Customs
made 16,684 seizures of illegal meat (58,127kg), fish
(64,013kg), dairy products (24,602kg) and honey
(8,224kg).

A new independent prosecutions office, Revenue and
Customs Prosecutions Office, was also created on 18
April 2005.
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