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Yesterday, Dr the Honourable Renganaden Padayachy presented his first budget since his appointment as Minister of Finance, Economic 
Planning and Development as from 12 November 2019.  

We are disappointed with the following direct tax measures: 

(a) the increase in the rate of solidarity levy from 5% to 25%; 

(b) the imposition of a levy for companies with a yearly turnover of more than Rs 500million; and

(c) the exclusion of the exemption on interest for non-bank deposit taking institutions; money changers; foreign exchange dealers; 
insurance companies; leasing companies; and companies providing factoring, hire purchase facilities or credit sales facilities. 
Treating taxpayers on an equal footing is widely acknowledged and the varying tax rates would inevitably imply the application of 
tax planning strategies. 

Furthermore, the Budget does not provide any relief for the timely utilization of tax losses incurred during the COVID-19 period. A loss 
carry back provision is also appropriate in the uncertain business environment. Once again, we note that the Government has not 
considered it appropriate to introduce a group relief provision for direct tax purposes

We were hoping that appropriate amendments would have been made to the regulatory framework on global business entities: 
currently a Global Business Licence is mandatory if a foreign controlled entity conducts business outside of Mauritius. At the same time, 
such an entity is required to have its CIGA in Mauritius. Last year the law was amended to provide the fact that the CIGA would be the 
subject matter of the ITA. However, the CIGA in the ITA only applies in the context of certain exempt income, like interest and foreign 
dividends. We are hoping that the Finance (Miscellaneous Provisions) Bill would be sent to all the stakeholders so a meaningful 
discussion can be held with all the relevant stakeholders. 
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From a broader perspective, the tax administration is critical to the proper functioning of any economy. In that respect, the General 
Administrative Principles approved in 2001 by the OECD Forum on Tax Administration are reproduced below:

Revenue authorities are encouraged to:

1. apply tax laws in a fair, reliable and transparent manner.

2. outline and communicate to taxpayers their rights and obligations as well as the available complaint procedures and redress 
mechanisms;

3. consistently deliver quality information and treat inquiries, requests and appeals from taxpayers in an accurate and timely 
fashion;

4. provide an accessible and dependable information service on taxpayers rights and obligations with respect to tax laws;

5. ensure that compliance costs are kept at the minimum level necessary to achieve compliance with the tax laws;

6. where appropriate, give taxpayers opportunities to comment on changes to administrative policies and procedures;

7. use taxpayer information only to the extent permitted by law; and

8. develop and maintain good working relationships with client groups and the wider community. 

We regret to note that to a large extent the approach of the MRA at times does not adhere to the above. 

For instance, the application of the various anti-avoidance legislations is at times not understood. The position of the MRA may at times 
lead to income tax costs on effectively fictitious transactions.  Take the example of an individual who sets up a company to own a 
property used as the individual’s own residence. The MRA is of the view that the company is taxable on a notional rental income and the 
shareholder is taxable on the value of the benefit. Considering CSR, the company is subject to tax at the rate of 17%. On the other hand,
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the individual may be taxed at a rate of more than 15% considering the solidarity levy.  

Tax avoidance is defined in section 2 of the ITA 1995 as including, directly or indirectly:

a. altering the incidence of income tax;

b. relieving any person from liability to pay income tax;

c. avoiding, reducing or postponing any liability to pay income tax.

The logical approach in this scenario is to consider the tax impact if the individual purchased the property in his own name so that the 
set-up of the company is disregarded for the purposes of the ITA.  Where the individual purchases a house in his own name, the 
individual is not liable to any income tax as a result of the use of the house.  

We recognise the fact taxpayers have a legal redress in connection with any assessment issued by the MRA. Does this therefore mean 
that the MRA can issue any assessment, irrespective of the quality of such assessment? In today’s business environment that has been 
exacerbated with the advent of COVID-19, the business community does not favour court processes.  This takes time and is costly and 
creates uncertainty in the business environment. 

We are hoping that appropriate consultations will be made with the various stakeholders before the proposals are enacted. 

Yours faithfully 

EY Tax Team

Executive summary [3/3]

Executive summary Personal tax Corporate tax Value added tax Other matters Glossary EY contacts



Personal 
tax



Page 8

Personal tax [1/3]

Solidarity levy

Affected persons Individuals

Effective date Year ending 30 June 2021

Financial impact Additional 20% on a higher tax base

Extent of financial impact Significant 

Other stakeholders Employers 

In its current form, the levy has the following limitations:

a. Mauritian sourced dividends taxed at the rate of 5%, even though such dividends have been taxed out of profits that have been subject to corporate tax at 
the rate of 17%;

b. It does not apply to non-residents so that resident and non-resident shareholders are not at par; and

c. Dividends of a Mauritian resident partnership are also within the scope of the levy, irrespective of the fact that a resident partner may not benefit from 
such dividends as a result of the financial performance of the partnership 

➢ The proposal refers to Mauritian citizens.  It remains to be clarified if the individuals who may be subject to the levy are Mauritian nationals rather than 
Mauritian citizens.

➢ The threshold of Rs 3,5 million has been reduced to Rs 3 million.

➢ Taxable income of the affected individuals would be subject to a tax rate of nearly 40%.

➢ Mauritian sourced dividends would be taxed at the rate of 25%. On the other hand, a Mauritian company with foreign sourced dividend is eligible for an 
exemption of 80% on such dividends if certain prescribed conditions are met: considering CSR, the effective tax rate on such dividend is 3.4%.  

➢ The levy would be collected through the PAYE system. We believe that this apply to the emoluments of the affected employees. The balance of the levy 
would be payable at the time the individual submits his annual tax return.

➢ The varying tax rates between corporates and individuals may give rise to tax arbitrage.
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Personal tax [2/3]

Increase in Income Exemption Threshold

Affected persons Resident individuals

Effective date Year ending 30 June 2021

Financial impact Increase in disposable income

Extent of financial impact Low/Medium

Other stakeholders Dependents may be taxed separately

Other implications Exempt portion of retirement pension

The IET is being increased for all individuals. Similar to the prior year, an increase is noted in both absolute and relative terms. The proportion increase is 
higher for an individual with four or more dependents. Individuals with 4 or more dependents will now be able to claim an IET of Rs 680,000. 
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Personal tax [3/3]

Deduction for next of kin dependent

Affected persons: Resident individuals

Effective date: Year ending 30 June 2021

Conditions (i) Next of kin who is bedridden; and
(ii) Taxpayer has maximum of 4 dependents 

Financial impact: Increase in disposable income

Extent of financial impact Low/Medium

The definition of dependent is being extended to include a bedridden next of kin. It provides an additional deduction for taxpayers who has a bedridden next 
of kin who is in his care.

Relevant considerations to avoid unintended consequences

The amount of the deduction ranges from Rs 80,000 to Rs 110,000. The appropriate deduction is yet to be determined for each category of taxpayers.

Implementation challenges

It is also yet to be determined if the definition of next of kin will include the closest living relative as well as blood relatives.
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Corporate tax [1/7]

Exempt portion of interest income

Affected persons: Companies  

Activities of affected persons Money changers, foreign exchange dealings, insurance, leases and companies providing factoring, hire purchase 
facilities or credit sale facilities and  non-bank deposit taking institutions. 

Effective date: Not announced

Sectors: Financial services other than banks

Financial impact: Increase in tax rate by 13.6%

Extent of financial impact: High 

Other tax implications Taxable profits arising on or after 1 January 2019

Our analysis

It appears from this clarification that 80% of local source and foreign source interest income of companies not engaged in the above-mentioned activities 
would still be exempt from tax: this is on the basis that such companies comply with all the relevant prescribed conditions.

The CIGA of the affected companies are in Mauritius. The place of effective management of the companies are also in Mauritius. 

This measure does not create a level playing field for companies operating in the financial services sector as banks may be liable to an income tax rate of 7% 
inclusive of the CSR charge whilst the affected companies would be liable to tax at a rate of 17% including the CSR charge. 

Interest is defined in section 111A(1)(f) of the ITA as income from debt-claims of every kind, whether or not secured by mortgage and whether or not 
carrying a right to participate in the debtor’s profits and in particular income from debentures or any other loan instrument including premiums and prizes 
attaching to such debentures or other loan instrument.  For withholding tax purposes, any income of a debt claim may therefore be subject to tax in 
Mauritius. Consistency should prevail in the tax treatment. 

Affected companies may still claim credit for any foreign tax charge on the foreign source interest income.
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Corporate tax [2/7]

EY contacts

Levy on corporates 

Affected persons: Companies 

Excluded companies: Companies operating in the tourism sector and companies holding a Global Business Licence

Effective date: This has not yet been announced

Scope of levy Company’s turnover or group turnover exceed Rs 500 million

Sectors: All other sectors other than tourism

Financial impact: Increase the overall tax charge of companies 

Extent of financial impact: Significant

Basis of computation (a) 0.3% of the annual gross income for insurance companies, financial institutions, service providers and property holding 
companies.
(b) 0.1% of the annual gross income for other companies

Our analysis

This measure would create an increase tax burden for certain companies especially those having significant turnover and losses. For the purpose of the levy, 
we presume that the CAdefinition of group would apply. 

This measure may lead to double taxation in the case where intercompany transactions are made in connection with a supply chain manufacturing process 
and appropriate adjustments are not made to the gross income for the purposes of the proposed levy. This measure implies that companies would not be 
required to pay the corporate levy on exempt income if the gross income excludes exempt income as defined in section 2 of the ITA. 

It appears that the levy applies irrespective of any accounting and/or tax loss. 

It is uncertain if any foreign tax can be credited against the levy. 
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Corporate tax [3/7]

Accelerated depreciation

Affected persons: Companies

Effective date: Not announced

Restriction on activities of company None

Qualifying assets Electronic, high precision machinery, automated equipment 
and green technology equipment

Financial impact 100% annual allowance in the first year

Extend of financial impact: Depends on amount of capital expenditure

Companies may now claim 100% annual allowance on electronic, high precision machinery, automated equipment and green technology equipment in the 
first year. It should be noted that the definition of ‘’green technology equipment’’ has been updated to include machinery used for eliminating, reducing or 
transforming industrial waste.

Our analysis

This measure will allow companies to recoup the cost of their investment earlier. We presume that the disposal of such assets will not crystallize any 
balancing adjustment; any variance would then be reported as permanent difference in the reconciliation of the tax charge with the tax rate as a product of 
the accounting profit. It would be useful if the tax treatment on the disposal of such assets could be clarified in the regulations. 
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Corporate tax [4/7]

Double tax deduction on investment 

Affected persons: Body corporates

Date expenditure incurred From 1 March 2020 to 30 June 2020 

Restriction on activities None

Qualifying assets Plant and machinery

Financial impact Double deduction on expenditure incurred

Extent of financial impact Depends on amount of capital expenditure

Enterprises that have been affected by COVID-19 will be able to claim as an allowable expense twice the expenditure it incurred on its investment in 
plant and machinery during the four months ending 30 June 2020. 

Our analysis

The double deduction applies to enterprises that have been affected by COVID-19. It would be useful if the amending laws could provide the nature of 
the entities that may qualify for the double deduction. To determine whether an entity is affected by COVID-19 may be a subjective exercise. Factually, 
all businesses have been affected by COVID-19, though the extent of the financial prejudice varies widely.

From an accounting perspective, the cost of the plant and machinery would normally be capitalized. We are of the view that the full deduction of the 
cost of the plant and machinery acquired during the relevant period should be made during the year of acquisition and the remaining 100% should be 
allowed as yearly deduction in the form of annual allowance. 
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Corporate tax [5/7]

Income tax holiday

Affected persons: Companies 

Restriction on activities: Manufacture of nutraceutical products

Other condition: Activities must start on or after 4 June 2020

Financial impact: 8 years income tax holiday

Extent of financial impact: High, if profitable

Other implications: Possibility of tax sparing credit for foreign shareholders

We presume that the tax holiday would be implemented through an exemption. The amending laws should clarify the first year of application of the tax 
holiday. The position of any loss incurred during the holiday period should also be clarified. Depending on the country in which a foreign shareholder is 
resident, tax sparing credit may apply. 
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Corporate tax [6/7]

Alternative Minimum Tax on companies engaged in life insurance business 

Affected persons: Companies carrying on life insurance business

Prerequisites: Profit attributable to shareholders

Effective date: No specific date announced

Sectors: Insurance 

Financial impact: May potentially increase the income tax payable

Extent of financial impact: Medium/High  

Our analysis

The AMT will be computed at the rate of 10% of profit attributable to shareholders adjusted for capital gains or losses: the AMT will be applicable to the 
insurance company as a whole. It would be useful if the amending legislation could clarify the methodology to compute the profit attributable to 
shareholders.  We foresee practical challenges and we believe that any dividend distribution would be considered to determine the profit attributable to 
shareholders. 

Relevant considerations to avoid unintended consequences

For an insurance company engaged in life insurance business certain adjustments are made to the total net income of the company such that (part of) 
the income from the life insurance business are excluded from that net income: the insurance company may be at a disadvantage with the AMT. 
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Corporate tax [7/7]

Solidarity Levy on telephony service providers made permanent 

Affected persons Telephony service providers 

Effective date Year of assessment 2020/2021

Level of profitability Not relevant

Financial impact Increase in amount of income tax 

Extent of financial impact Medium/High 

The solidarity levy on telephony service providers which currently applies up until the year of assessment commencing 1 July 2019 has been extended 
to the subsequent year of assessment and is now permanent. 

Our analysis

The solidarity levy is based on the preceding year book profit and turnover and computed at 5% and 1.5% respectively: where in the preceding year, the 
company incurred a loss, solidarity was not payable. With the new budgetary measure, a company which incurs a loss in the preceding year will still 
have to pay a levy at 1.5% on its turnover. 

Relevant considerations to avoid unintended consequences

Telephony service providers which are currently loss making and were not impacted by this levy should consider the above change and assess the 
potential impact on their cash flow: the levy could potentially be computed on the turnover arising in the year of assessment 2019/2020. 
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Value Added tax [1/5]

VAT on digital and electronic services

Affected persons Mauritian based customers

Effective date To be announced

Financial impact Maximum increase of 15% in price

Extend of financial impact Low/Medium

Other stakeholders Foreign service providers

Other implications Mechanism to collect VAT

Digital and electronic services provided through internet by non-residents for consumption in Mauritius will be subject to VAT. 

Our analysis

This measure seeks to treat services provided by resident and non-resident on an equal footing. 

Relevant considerations to avoid unintended consequences

The manner the VAT is collected is not provided in the Budget proposal. This may be achieved through the extension of the reverse charge provision or 
through the registration of the foreign service provider. The price of exempt and zero- rated supplies should not be impacted by this measure. Where the 
VAT is charged in the country of establishment of the supplier, the Mauritian customer may be subject to VAT in two countries. 

Implementation challenges

Where the foreign service provider is required to register for VAT, a number of factors should be considered so that the foreign service provider is able to 
comply with the law and discharges its obligations in a timely manner.
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Value Added tax [2/5]

Exempt goods re-classified as zero-rated

Affected persons Final consumers
Effective date Not announced

Financial impact Recovery of input tax

Extent of financial impact Low/medium

Other stakeholders Registered/Non VAT registered persons

Other implications Change in VAT parameters for the supplier

The following goods and services (‘’relevant goods and services’’) will be classified as a zero-rated supply instead of exempt supply:

⎯ Unprocessed agricultural and horticultural products;

⎯ Live animals of a kind used as, or yielding or producing food for human consumption other than live poultry;

⎯ Transport of passengers by public service vehicles excluding contract buses for the transport of tourists and contract cars; and

⎯ Medical, hospital and dental services

Our analysis

a. From a VAT perspective, this is the ideal scenario as it enables the supplier to recover most of its input tax and the consumer does not pay any VAT.

b. Though a person engaged in the supply of the relevant goods and services may be able to recover its input tax, care is required in view of the interests 
and penalties on making a wrong claim for repayment. 

c. A person who wishes to register itself for VAT purposes as a result of this measure should assess the cost of complying with the law against the 
potential VAT savings. 
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Value Added tax [3/5]

Supply between related parties 

Affected persons VAT registered persons 

Effective date No specific date announced 

Conditions Transactions between related parties 

Sectors All

Financial impact 15% on the difference between the market price and the initial value of the supply 

Extent of financial impact Medium/High  

Other implications Mechanism to asses related party transactions 

Where a transaction is not at arm’s length, the value of the supply would be recomputed at market price by the MRA. 

Our analysis

This measure seeks to apply the arm’s length principle to VAT.

Relevant considerations to avoid unintended consequences

The arm’s length principle is applied for transactions between related parties: the MRA should define related parties for the purpose of the VATA. We regret 
to advise that in the context of the arm’s length test for income tax purposes, the approach of the MRA is not consistent with the commercial aspects of the 
transaction in question. We hope that the law would not be applied in a manner that is not consistent with the thrust of VAT.

Implementation challenges

The MRA should consider issuing relevant guidelines to ascertain the market value such that there is a consistent approach and the VAT registered persons 
are not unnecessarily penalized. The arm’s length principle is also the subject matter of the ITA: consistency is required in the determination of the arm’s 
length pricing for the purpose of the ITA and the VATA. 
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Value Added tax [4/5]

Alternative basis of apportionment for indirect tax 

Affected persons VAT registered persons 
Effective date No specific date announced

Conditions Project spanning over more several years

Financial impact Potentially lower amount of credit for input VAT

Extent of financial impact Low/Medium

Where a VAT registered person supplying both taxable and exempt supplies is engaged in a project spanning over several years, the MRA may request the 
VAT registered person to apply an alternative basis of apportionment of input tax. 

Our analysis

Currently, a VAT registered person should make an application to the MRA for an alternative basis of apportionment of input tax: with this budgetary 
measure, the MRA may impose an alternative basis of apportionment of input VAT for a registered person engaged in projects spanning over several years. 

Relevant considerations to avoid unintended consequences

The MRA should act in all fairness towards the VAT registered person taking into account the nature of business such that the VAT registered person is not 
penalized. Consistency and transparency should prevail in similar matters. 

Implementation challenges

The MRA should define the circumstances in which it will apply an alternative basis of apportionment of input VAT.
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Value Added tax [5/5]

Remittance of output VAT on a receipt basis

Affected persons VAT registered persons operating in the construction industry
Relevant transactions Construction works awarded by the State irrespective of the contract value

Effective date Not announced

Financial impact Ease of cash flow

Extent of financial impact Low/Medium

Affected persons VAT registered persons operating in the construction industry

Our analysis

➢ It appears that this measure applies only to the output VAT to be remitted by the affected persons: input taxes may still be claimed when invoices 
relating to the purchase of goods and services are received.

➢ This measure provides an automatic relief for bad debts where invoices for the affected transactions are not paid.

➢ The measure does not apply to income tax. 

Relevant considerations to avoid unintended consequences

This measure may distort the input tax apportionment exercise where the affected persons make taxable and exempt supplies. Therefore, we believe that it 
is the invoiced amount which should be used for this exercise.

Implementation challenges

➢ Affected persons should prepare a reconciliation for the amounts recorded as turnover and output taxes for accounting purposes and the amounts 
reported in the VAT returns.

➢ Documentary evidences should be kept so that the actual receipt date can be substantiated.
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Other matters

Introduction of the Contribution Sociale Généralisée

Affected persons Employees, employers and self-employed 

Effective date 1 September 2020

Sectors All

Financial impact The contribution will be based on monthly salary of an employee or self-employed and will no longer be caped 

Extent of financial impact Low/Medium

The government is introducing the CSG and consequently abolishing the contribution to the National Pension Fund 

➢ The tax base for employees and employers should be clarified. The 
basis varies and may range from the basic salary to emoluments. The 
basis of the proposed system for self employed should be clarified and 
should not be burdensome if the self-employed incurs a financial loss. 

➢ Employers should assess the financial impact on their immediate cash 
flow with the abolishment of the NPF and the removal of the capped 
monthly basic salary. The contributions under the National Savings 
Fund remain unchanged. 

Our analysis

➢ Under the CSG, it appears that the contribution will be based on 
monthly salary as opposed to capped monthly basic salary under the 
NPF. Under the CSG, the monthly contributions will be computed as 
follows:

Employees earning up to Rs 50,000 monthly 

Employee : 1.5%

Employer : 3%

Employees earning more than Rs 50,000 monthly 

Employee : 3%

Employer : 6%
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Alternative Minimum Tax AMT

Base Erosion and Profit Shifting BEPS

Core Income Generating Activities CIGA

Companies Act CA

Contribution Sociale Généralisée CSG

Corporate Social Responsibility CSR

Financial Services Act FSA

Global Business Corporation GBC

Income Exemption Threshold IET

Income Tax Act ITA

Mauritius Revenue Authority MRA

National Pension Fund NPF

National Savings Fund NSF

Negative Income Tax NIT

Organisation for Economic Co-operation and Development OECD

Partial Exemption Regime PER

Pay As You Earn PAYE

Solidarity Levy SL

Value Added Tax Act VATA

Value Added Tax VAT

Glossary
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Contact us

For additional information, please contact the following:

Gerald Lincoln gerald.lincoln@mu.ey.com +230 403 4710 

Ryaad Owodally ryaad.owodally@mu.ey.com +230 403 4717

Andre Lai Wan Loong andre.lai@mu.ey.com +230 403 4728

Shailen Ramgoolam shailen.ramgoolam@mu.ey.com +230 403 4756 

Assad Khoosee assad.khoosee@mu.ey.com +230 403 4738

Aveenash Ramtohul aveenash.ramtohul@mu.ey.com +230 403 4777

Aziza Timol aziza.timol@mu.ey.com +230 403 4777

Kawsar Aumeer kawsar.aumeer@mu.ey.com +230 403 4777

Kooshal Mungrah kooshal.mungrah@mu.ey.com +230 403 4777

Rita Gopaul Bundhoo Rita.Gopaul.Bundhoo@mu.ey.com +230 403 4777

Vashist Hassea vashist.hassea@mu.ey.com +230 403 4777
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Disclaimer

The information in this document is intended to provide only a general outline of the subject 
covered. It should not be regarded as comprehensive or sufficient for making decisions, nor 
should it be used in place of professional advice.

Accordingly, EY accepts no responsibility for loss arising from any action taken or not taken 
by anyone using this Alert.

If you require any further information or explanations, or specific advice, please contact us 
and we will be happy to discuss matters further.
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