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Newsletter: WTS Ghana



OVERVIEW OF TAX MEASURES IN BUDGET 2014



The other targets as projected by the budget are as follows:



INTRODUCTION 



Real non-oil GDP growth of 7.4%;







Real overall GDP growth including oil of 8%;







End-period inflation target of 9 within the band of ± 2%;



The above targets are challenging and the Government has to do well to achieve them which will then be in tandem with the theme of the budget – “Rising to the Challenge: Re-aligning the Budget to meet Key National Priorities”. Thus in setting out to achieve the above targets, the Government has spelt out the following measures in the Budget:







Overall budget deficit equivalent of 8.5 per cent of GDP; and



RESOURCE MOBILIZATION







Gross international reserves of not less than 3 months of import cover for goods and services



On Tuesday, 19th November, 2013 the Minister for Finance presented to Parliament the Budget Statement and Economic Policy of the Government of Ghana for the 2014 Financial Year. The 2014 Budget Statement projects an overall growth rate of 8%. Inflation is projected to remain stable at a single digit of 9%. The other targets as projected are as follows:  Real non-oil GDP growth of 7.4%;  Real overall GDP growth including oil of 8%;  End-period inflation target of 9 within the band of ± 2%;  Overall budget deficit equivalent of 8.5 per cent of GDP; and  Gross international reserves of not less than 3 months of import cover for goods and services.



The emphasis of the Government will be on improving revenue mobilization through tax effectiveness and efficiency. To that effect the Ghana Revenue Authority (GRA) will continue its tax modernization programme to ensure the recovery of uncollected taxes. The measures include:  Plugging leakages and loopholes in tax administration;  Widen the tax net;  Undertake direct tax audit;  Intensify customs post clearance reconciliation;  Intensify VAT reconciliation; and  Improve payroll tax auditing
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The key resource mobilization initiatives espoused in the budget areas follows; 



Personal Income Tax (PIT). The income tax threshold and the brackets for 2013 are proposed to be maintained for 2014 in order to reduce the impact of the overall wage bill on Government expenditure. However, depending on the outcome of the negotiations on the National Daily Minimum Wage, the PIT rate may be reviewed.
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Key Resource Mobilisation Initiatives 



Withholding Tax on Rent: A withholding tax of 15% is proposed for commercial buildings whilst that of the residential accommodation remains at 8%. An ongoing street naming exercise is to help in identification of properties and assist in enhancing the collection of rental income taxes.



The outcome of negotiations on the National Daily Minimum Wage might give cause for Personal Income Tax to be reviewed







A withholding tax of 15% is proposed for rent on commercial buildings



Tax Stamps: The Government proposes to introduce tax stamps on selected excisable products as part of measures of enforcing compliance. The Ministry of Finance in consultation with the Ministry of Trade and Industry and other stakeholders will determine modalities for its implementation.







Transfer Pricing: The Ghana Revenue Authority (GRA) is mainstreaming the Transfer Pricing Regulations, 2012 (L.I. 2188) into its operations. To this effect all key staff and other stakeholders that will help in implementing the Transfer Pricing Regulations have been trained and it is envisaged that effective auditing which will commence in 2014 will reduce the abuses and under-declaration of profits and, thereby, resulting in higher profits for taxation purposes.



The Government proposes to introduce tax stamps on selected excisable products







The Ghana Revenue Authority (GRA) is mainstreaming the Transfer Pricing Regulations, 2012 (L.I. 2188) to reduce the abuses and under-declaration of profits







Government proposes to reintroduce the Windfall Profit Tax Bill at 10% on mining companies







Windfall Profit Tax: The Government proposes to reintroduce the Windfall Profit Tax Bill after consultations with all stakeholders. The Bill seeks to impose a windfall profit tax of 10% on mining companies.







Tax Expenditures: It is estimated that tax expenditures constitute a significant proportion of total tax revenue (13.1%) and GDP (2.1%). Revenue loss from exemptions granted in duties and taxes continue to undermine overall tax revenue performance. Consequently, the Government proposes to reduce all existing exemptions resulting from the clearance of goods on permit to the minimum. Work on the remaining types of exemptions will continue in order to achieve a comprehensive review in the medium term. Page 2 of 5
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Management and Technical Fees: The Government proposes to increase the tax on management and technical fees from 15% to 20%.







Free Income Tax Assessment Bureau (FITAB): A Free Income Tax Assessment Bureau (FITAB) is to be set up by the Government to be located in Small Tax Payers Offices (STOs) or at standalones in locations where the concentration of informal sector operators is high to encourage potential taxpayers to prepare their financial statements and file their tax returns.







Construction Industry Scheme (CIS): The Government proposes to introduce a Construction Industry Scheme in 2014 to regulate all payments made by contractors to subcontractors in the building and other related businesses. The Scheme will set out rules for how payments to subcontractors for construction work must be handled by contractors in the building industry for tax purposes







Valuation Assurance Programme: The Customs Division of the Ghana Revenue Authority (GRA) is to continue updating the harmonised code by including new classifications as well as ensure that destination inspection companies adhere to their terms and conditions of their contracts by quoting the appropriate values and quantities of all imports that they will inspect.







Reward to Informants: Informants and institutions whose efforts lead to successful prosecution and retrieval of proceeds of corruption will be eligible for a percentage of such retrievals to enhance their capacity to undertake their functions.







Petroleum Excise and Road Fund Levy: The Government proposes changing the basis of the petroleum excise duty from specific to ad valorem. A marginal increase in the road fund levy is also proposed, which will result in slight increase in the ex-pump price for premium and gas oil.







Taxation of Capital Gains for Petroleum Operations: The Government proposes that the provisions relating to the capital gains tax in the Internal Revenue Act, 2000 (Act 592) should now be applied to petroleum operations. Page 3 of 5



Key Resource Mobilisation Initiatives 



Government proposes to reduce all existing exemptions resulting from the clearance of goods on permit to the minimum







Government proposes to increase Management and Technical Fees to 20%







A Free Income Tax Assessment Bureau (FITAB) is to be set up by the Government







The Government proposes changing the basis of the petroleum excise duty from specific to ad valorem







Government proposes provisions relating to the capital gains tax be applied to petroleum operations
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Reviewing the tax rate for free zones enterprises: Free Zone Enterprises who derive income from the supply of goods and services to the domestic market after their 10 year tax holiday will pay tax at the same rate as their counterparts operating in the domestic market. The income derived from exports will however continue to enjoy the incentive tax rate of up to 8%, after the 10 year tax holiday.







National Fiscal Stabilisation Levy: The National Fiscal Stabilisation Levy (NFSL) which is expected to end at December 2014 is being proposed to terminate at June 2014.







Special Import Levy: This levy which was scheduled to end in June 2015 is being proposed to end at close of 2014.







Special Import Levy: The Government proposes to exempt the following items from the Special Import Levy – agriculture and fishing inputs such as cutlasses, outboard motors and fishing nets; medical supplies such as condoms; educational materials and energy bulbs that were exempted from import duty under the original customs tariff







Increase in Value Added Tax (VAT): Before the Budget, Parliament approved an increase in the VAT rate from 12.5% to 15% (an increase of 2.5%). This is excluding the 2.5% for National health Insurance Levy (NHIL). Thus the total VAT and NHIL is now 17.5%. The Government proposes that the entire amount be dedicated to ongoing infrastructure and development drive under a proposed Infra Fund, details of which would be discussed later
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Key Resource Mobilisation Initiatives







Free Zone Enterprises after their 10 year tax holiday will pay tax at the same rate as their counterparts in the domestic market







The National Fiscal Stabilisation Levy (NFSL) proposed to terminate at June 2014







Special Import Levy proposed to end at the close of 2014 and exempt selected items







The VAT rate is now 15%. Thus the total of VAT and NHIL is now 17.5%
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This issue of Budget Review newsletter is published by WTS Ghana. The information is intended to provide general guidance with respect to the subject matter. This general guidance should not be relied on as a basis for undertaking any transaction or business decision, but rather the advice of a qualified tax consultant should be obtained based on a taxpayer’s individual circumstances. Although our articles are carefully reviewed, we accept no responsibility in the event of any inaccuracy or omission. For further information please refer to the authors.
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