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Foreword

Banking on old friends

The first budgetof HonourablePravindK. JugnauthasPrime

Ministerand Ministerof Financeand EconomicDevelopment,
0 0 R itoghechagleng®f oura mb i t givesarewimpetus
to the longestablishegillarsof the economythrougha range
of measure$o encouragéenvestmentand boostexports The

growthof 4.1% expectedor 2017 2018is heavilyrelianton the

traditionalindustried ouro o f d i ednagdveelbascontinuity
of lasty e audgetaryneasures

Whilstrelyingon the numerousneasureannouncedn the last
budget,the constructionindustryis givena boost by way of
governmenexpenditur@n majorinfrastructurgrojectsmostly
financedwith the help of the Governmentof India with the
marqueeprojectbeingthe Metro Expressproject Whetheror
not these projects will be sustainableemainsto be seen,
however,in the short to medium term they will generate
employmenandgrowth

The manufacturingndustry, for long a major driver of the
economy,is given an extra push with favourablemeasures
includingasignificantlyeducedaxrateof 3% on exportsan8-
year income tax holiday in the pharmaceuticasector and
facilitation of work permits for expatriatesThese measures
shouldincreas¢he potentiafor furtherinvestmenin the sector
The Ministerof Financeacklesheadon the numeroushurdles
affectinghefinanciakervicesectornamelthe challengesf
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the OECD and the Europeanunion Consolidationof this
importantpillarof the economyis of paramountmportancewith
reliance on fiscal advantagesio longer a viable long term
proposition Measuresre beingtakento consolidatehe sector
with additionalrequirementso enhancesubstancen line with
internationastandarddMauritiuswill no longerbetaggedasatax
haven!

The non - sugaragriculturalndustryis givenspeciahttentionin
this budgetwith specificoneasure® enhancéhe developmenof
the stagnatingea industry,the livestocksectorand to give a
further boostto the OceanEconomy This is a movein the right
directiontowardsachievingyreateseltsufficiency

With the introductionof flightsfrom our non-traditionalpartners,
the tourismindustryis givenadditionaimomentum However,no
newmeasureareintroducedo tapinto the fast growingAfrican
market

To build an innovative Mauritius, the Minister of Finance
announceda numberof measure$o boostinnovation,research
and developmenfand startups On one hand, by encouraging
R&D to increasehe potentialfor valueaddedservicesand the
creationof new jobs and revenuestreamsthe Governmentis
settingscenefor the potentialbirth of new industriesOn the
other hand, the Governmentis also promoting a culture of
researclandacademidhusallowingemergencef anewbreedof
thinkers



Foreword

Banking on old friends (Continued)

To achievethe digital transformationof our economyit is
important to promote broader accessand understandingof
programmingand coding Theseare the languagesf tomorrow
and with thesemeasureghe Governmentis ensuringthat the
countrydoesnot missthebandwagon

Oneof themainstrength®of thisbudgets thetaxmeasurewhich
betweerthemwill help raiserevenueand provideincomesupport
Thesolidaritylevyon highincomeearnersvill seeincomein excess
of Rs3.5 million beingtaxedat an extra5%. On the otherendof
the spectrum,the negativeincometax is revolutionaryand will
provide financialsupportto 150000 full-time employee®arning
lessthan RSLOO00 monthly This new way of providing support
ensureshatit is peoplewho arecontributingto the economywho
arereceivindinanciakupport

The Ministerof Financehaswithin the contextof currentworld

economicconditionsand againstthe backdropof political and

economiauncertaintieg Europe,Middle Eastandthe USArelied
on prudencdo stabilizethe economyThe tried andtestedsectors
of our economyhavebeenreinforcedto ensuresteadyeconomic
growthin theshortterm
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‘ Key economic indicators of
the Mauritian economy



Key economic indicators of the Mauritian economy
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Key economic indicators of the Mauritian economy
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Key budgetary measures

Corporate Tax
3% reducedcorporation tax rate on exportsof goods

A A reducedtax rate of 3% insteadof 13% will be applicableon the profits derivedby any companyfrom
exportatiorof goods

Tax holiday
A Taxholidayof 8 yearswill be providedto companiesngageth the
o manufactureof pharmaceuticaproducts, medical devicesand high tech products provided it is
incorporatedfter8th June2017 and
o exploitationand use of Deep OceanWater for providing air conditioninginstallationsfacilitiesand
services
A Further,newcompaniegnvolvedin innovationdrivenactivitieswill alsobenefitfrom atax holidayof 8 years
on theincomederivedirom thetotalityof IntellectuaPropertyAssets

Tax Incentives for Researchand Development(R&D)

A companynvestingor spendingpn innovationjmprovemenor developmendf aprocessproductor servicewill

beeligibleto thefollowingincentives

(i) acceleratedepreciatioof 50% in respecbf capitakexpendituréncurredon R&D; and

(i) adoublededuction(i.e anadditionall0®%b) in respecbf qualifyingexpendituren R&D directlyrelatedo the
e n t tradeordhasinesandprovidedthe R&D is carriedout in Mauritius This doubledeductionwill be granted
up to theincomeyear20212022(i.e for 5 yeark
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Key budgetary measures

Corporate Tax (Continued)

A Qualifying expenditure includes:
o Staffcosts
o Consumablgems
o Computersoftware directly used in R&D
o Subcontracted R&D

wheresuch expenditures are not related to an entity's existing trade or business they will be allowed as ¢
expense, provided the R&D is carried out in Mauritius

Double Tax Deduction

A A company will be allowed to set off against taxable profitsi20@6alfle deduction) of the expenditures
incurred in respect of:

0 its deep ocean water air conditioning bill for a period of 5 consecutive years; and
o the acquisition and setting up of a water desalination plant.

Manufacturing sectord Unrelieved Income Tax Losses
A Previously, upon a change of more than 50% in shareholding, accumulated unrelieved income tax losse
be lapsed. It is now being announced that such income tax losses will not lapse upon a change of more

in shareholding. This shall be applicable to the extent that this change of shareholding is deemed to be i
interest and the employment conditions are met.
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Key budgetary measures

CorporateTax (Continued)

CorporateSocialResponsibility

A Previouslybusineshadto contribute50% of their CSRfund to the MRA for CSRfund setup on or after1
January017and7%% for CSRfund setup on or afterl January018 and

A 1t is now proposedo keepthe 50% for anotheryearto allowcompaniesnoretime to adaptto the newCSR
remittancenechanism
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Key budgetary measures

Personal Tax

A Thepersonaincometaxrateremainsat 15%.

PersonalTax Reliefs
Deduction for Household Employees

A An individualwill be allowedto deductfrom his taxableéncomethe wageaidto his householemployees
subjecto aceilingof Rs3000Q The aboveshallbe applicabl®nlywherethe socialsecuritycontributionshave
beenfully fulfilled

Relief of Medical/Health Insurance Premium
Themaximumallowable&leductiorfor medicabr healthinsuranc@remiumss beingraised

Medical/Health Insurance Premium- maximum allowable deduction

Category Current Proposed Increase
Rs Rs Rs
Tax payer himself 12,000 15,000 3,000
First dependent 12,000 15,000 3,000
Additional two dependents 6,000 10,000 4,000
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Key budgetary measures

PersonalTax (Continued)

Exempt Income
A Thefollowingincomeis beingexemptedrom PersonalncomeTax
o financialassistancprovidedby Governmento disablegersonainderthe NationalPension#\ct suchasthe
basidanvaliditypension¢ a r allawansandcontributoryinvaliditypensionand
o interesincomederivedby bothindividualsandcorporate$rom debenturegssuedo financerenewablenergy
project 0 G rBerel€.)
Solidarity Levy
A Any residenindividualhavinga chargeablancomeplus dividendsin exces®f Rs3.5 million will be requiredto
payaSolidarity_evyequivalento 5 % of thatexcessand
A Interestincomeshallnot beincludedn the computatiorof the Solidarityevy

Income Exemption Threshold( o1 ET ¢)

A TheannualET for eachcategoryf taxpayersasbeenincreasedndis effectiveasfrom incomeyearstartingon
1st July2017(i.e on incomereceivedy anindividualasfrom 1st July2017. It is alsobeingannouncedhatanew
categoryf IET isbeingintroduced
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Key budgetary measures

PersonalTax (Continued)

Income Exemption Threshold

Year of Assessment 2016/2017 2017/2018 Increase
Rs Rs Rs
Category A (1) 295,000 300,000 5,000
Category B (2) 405,000 410,000 5,000
Category C_ (3) 465,000 475,000 10,000
Category D (4) 505,000 520,000 15,000
Category DA (5)-New 505,000 550,000 45,000
Category E_ (6) 345,000 350,000 5,000
Category F (7) 455,000 460,000 5,000
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Key budgetary measures

Value Added Tax (VAT)

A The VAT rate has remained a¥%l5

VAT Refund Schemed SmallPlanters

A Thelistof equipmentinderthe VAT RefundScheméor smallplanterss beingextendedo teacultivatorsand
A Newitemswill beaddedo theexistindist of qualifyingequipment

Zero-rated VAT

A Securitypatrollingandmonitoringsystemshat areintegralpartof anoverallburglaralarmsystenwill be zere
rated and

A Feegayabldor examinatiomf vehiclegfitnessunderthe RoadTraffic Act will be extendedby anotheryearup
to 3Gth June2018

VAT Exemption

A Sterilewvaterusedfor pre-operativeperoperativeor postoperativecleaningf wound and

A Sanitarpadsandtampons

Other

A Mauritiangravellingoverseasvill be allowedto purchaséax free articlesfrom downtowndutyfree shopsbut

theseshouldnot be usedfor localconsumptioranddeliveryis madeat the airport/seaporion the dayof their
departure
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Key budgetary measures

Other Taxes

Tax ArrearsPaymentScheme

A The Tax ArrearsPaymenScheméasbeenre-introducedwith newtermsand conditionsfor anotheryearto
speedip thecollectionof overdueamountof tax

Theschemavill applyto assessmemntaisedr ataxreturnsubmittecbeforel July2015

Up to 10®% of interestandpenaltiesluewill be waivedf thetaxpayeagreebdy 31 March2018to settlehis
debtandthefull amountof thedebtis settledby 31stMay2018

Uponfull paymenbf thetaxarrearsanyon-goingprosecutiorwill bewithdrawnby the MRA; and
Howeverijf thetaxpayefailsto makethe paymenby the agreedlate the offer of full waiverof interestsand
penaltyandsuspensionf prosecutiomunderthe Schemaevill bewithdrawn

Registration Duty

A For companyunderSpeciahdministrationregistratiorduty andothertransfertaxeswill be exemptedn the
transferof assetsvherethe proceedsvill beuseddirectlyor indirectlyto repaypolicyholdersor depositors

A Thecurrentregistratiorduty exemptiorgrantedon acquisitioror constructiorof a healthinstitutionis being
extendedo covertheleaser subleasef immovablegropertyfor operatinga healthinstitution and

A A firsttimebuyerof anexCHA residencer of aresidenceriginallyacquiredrom theNHDC will beeligible
to registratiorduty exemptiorevenif the propertyis on leaseholtandor situatedn a complexnot governed
by a@eglementie copropriété

To o o Do
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Key budgetary measures

Other Taxes (Continued)

Excise duties

A Effective9 June2017 excisalutyon alcoholigoroductswill increaséy 5%;
A Excisedutyon tobaccaproductswill increasdy 10% effectived June2017 and
A Thedutyexemptioron purchasef asingle/doublespaceabinvehicles beingextendedo asmallteagrower
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Key budgetary measures

Tax Administration
Corporate Tax

Annual Statementof Financial Transactions

A

A

Banks,jnsuranceompaniesnd nonbankdeposittakinginstitutionswill be requiredto completean Annual
Statemenof Financiallransactiong casesvherea transactiorby anyperson(individualcompanysociété
trustor successiorgxceed&®s50Q000or if theaggregateamountof deposiin anyearexceed&s4 million;
and

Theformatof the AnnualStatemendf Financiallransactions yetto befinalised

Annual Statementof Dividends paid by companies

A

It is proposedhat Companiesvill be requiredo submitto the MRA alist of individualsvho havebeenpaid
dividendsxceedings100000in anincomeyear

Tax Deduction at Source(TDS)

A
A
A

It hasbeenannouncedhat royaltyincomederivedby a Mauritianfrom an artisticor literarywork will not be
subjecto TDS;

Furtherthescopeof TDSisbeingenlargeguchthatTDS of 15% will bewithheldin lieuof PAYE if director
feesarepaidto theemployef adirectorinsteadf to thedirectorhimselfand

Likewisea companyawardingontractgor constructiorworkswill berequiredo operatel DS irrespectivef
its levelof turnover

Electronic filing of tax returns

A

It will be mandatoryor all companieso file theirincometax returnsandpaytaxeso the MRA electronically
Thisis alsoapplicabléo employersvhoarerequiredo submitPAYE return
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Key budgetary measures

Tax Administration (Continued)

Deduction of contributions made to a superannuation fund

A An antravoidanceprovision is being re-introducedin the Income Tax Act to disallow,as an expense,
contributiongo a superannuatiofund whichareprovidingunreasonableenefitso selecte@mployees
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Key budgetary measures

Tax Administration (Continued)

PersonalTax

Statement of Assets and Liabilities by High Net Worth Individuals

Previouslyindividualwho derivesnetincomeandexemptincomeexceeding5 million rupeesr ownsassetshe
costof which exceed$0 million rupeesn anincomeyearwererequiredto submita statementf assetand
liabilitiesn suchform andmanneiasmaybeprescribed

Appropriateamendmentwill bemadeto the IncomeTaxAct to specifithefollowing

A The obligationto file this statements on Mauritiancitizenswho aretax residentsn Mauritius Noncitizens
who aretaxresidentn Mauritiuswill not berequiredo submitthe statement

The Statemenshallalsoprovidefor the disclosuref the asset®f spouseanddependenthildrenof the
taxpayer

AssetostingesshanRs20Q000areexcludedrom thedisclosureequirements

A personwill not berequiredto submiteveryyearsuchstatemenbut will haveto reportmajoradditionsto
hisnetassetandthoseof hisspouseanddependenthildrenexceedingpecifiedhresholdvaluesand
Disclosureof wronginformationwill constituteanoffenceunderthelaw

o oo o

Transitional provisions for definition of Residence with respect to Individuals

A The270dayscriterionusedto determindax residencés beingreducedo 225daysfor incomeyearsending
3th June2016and2017
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Key budgetary measures

Tax Administration (Continued)
PersonalTax

Filing of income tax return on purchase of immovable property, motor vehicle or pleasure craft
A 1t isbeingproposedhattherewill be no needfor a personto compulsorilyfiile anincometaxreturnif
hehasacquired highvalueimmovablgropertya motorvehicleor pleasureraft
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Key budgetary measures

Tax Administration (Continued)

VAT

Filing of income tax return on purchase of immovable property, motor vehicle or pleasure craft
A Wholesalersf alcoholicdrinks haveto applyfor compulsoryWAT registrationirrespectiveof the
turnoveramountof thetaxablesupplies
A To bein line with the provisionsin the Income Tax Act, severaprovisionsof the VAT Act will be
amendedasfollows
o It will be possibldor an aggrievedaxpayeto lodgean objectionin respecbf a VAT assessment
throughelectronieneans
o The maximumpenaltyfor failureto submittax returnandpaytaxwill be increasedrom Rs50000
to Rs10Q00Q
o The provisionfor adjustmentin respecbf abaddebtto be madein the tax returnfor the taxable
periodduringwhichit is actuallywrittenoff; and
o Thetimelimit to raiseanassessmehtsincreaseform 3 yeargo 4 years
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Key budgetary measures

Financial Sector

A The Bank of Mauritius Act will be amended to allow the Central Bank to @
o license and regulate the issue of commercial gaffeasas an alternative means of borrowing ©
investment

0 issueShariattompliant instruments; and
0 investin currencies.

Theminimumcapitarequirementsf bankswill beraisedrom Rs200millionto Rs400million.
Companiesoldinga GlobalBusinessicenceCategoryl whicharelistedin anotherjurisdictionandseeking
to belistedin Mauritiuswill no longerhaveto complywith the requirementpertainingo a prospectusisset
forth underthe Securitiegct 2005andSecuritiegPublicOffer) Rules2007

A Companiesholding Global Businesd.icenceCategoryl are henceforthrequiredto fulfill two of the six
establishedriteriainsteadf onepresently
A TheCompanieéct will beamendedo:

o allow Islamic financial institutions and Islamic banksto adopt accountingstandardsssuedby the
Accountingand Auditing Organisationfor Islamic Financiallnstitution insteadof those issuedby
InternationaAccountingStandardBoard
allow the Registrar to keep a register of beneficial owner/ultimate beneficial owner;
allow companies using Extensible Business Reporting Language (XBRL) to pay a fee to the Registre
allow companies to include a Corporate Governance Report in their Annual Report; and
align the obligations of Special Purpose Funds under the Companies Act with those of Category 1 C
Business Companies.

To 3>

©O O O O

© 2017 Grant Thornton Advisory Services | Budget Brief 2017-2018 | 08 June 2017



Key budgetary measures

Financial Sector (Continued)

A Amendmenof the FinanciaReportingAct to providethat wholly ownedsubsidiarieseednot compl
with the National Code of Corporate Governanceif their ultimate holding companyis already
complyingwvith same

A Establishmenof the MauritiusNationallnvestmentAuthorityto invest,ocallyandgloballythe surplus
fundsof the NPF andNSFwhichamountto someRs130billion.

A Amendmento the PublicProcuremenfct to excludebidderswhoseperformancen previouspublic
contracthasshowndeficiencies
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Key budgetary measures

Real Estates
A Amendmentsvill bebroughtto Saleof ImmovablePropertyAct

o fix thedniseap r atapdicewhichisnotlesshanhalf of thevalueof thepropertymortgagegd

o allowaninscribedor judgementreditorto askfor subrogationn the proceedingwheretherehasbeen
collusionfraudor negligencen the partof thecreditoror thefinanciainstitution,legaldviseandtheir
agentdo suethe persorresponsibléor damages

MorcellemenPermitis no morerequiredor excisiorof landinto lotsexceedin§ hectaresOnly approvabf

therelevantocalauthoritywill suffice

A MauritianCitizenwho purchased plot of landunderthe SmartCity Schem@éow hasl10yeargo complete

constructiorof hisresidencensteadf 5years

Non-citizensinvestingat leastUSD 50Q000 underthe Invest Hotel Schemewill be eligibleto a residence

permitsolongasheretainsownershipand

A noncitizenacquiringa residentigbropertyfor anamountbelowUSD 50Q 000will be entitledto a Multi-

Entry Visafor a maximumof 180daysperyearfor a consecutivgperiodof 5 yearsandrenewabl@very5

yearslependin@n the statusof ownership

p ST SUR SR
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Key budgetary measures

SMEOs ( Smal | and Medium Ent erppgXI
Contributionof Rs5,000towardshe costsof membershiin theo M a id loriso labej

DevelopmenBankof Mauritiuswill providecreditfacilitieso SMEsat 6 %

Reductiorof theinterestrateon loansto microenterpriseom 6 % to 3 %;

The CodeCivil Mauricienandthe Codede Commercewill be amendedo allowthe useof movable
assetasloancollateratlsand

S M E mrdiitsfrom exportsof goodswill betaxedat 3 % insteadf 15%.

To  Too To To To
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Key budgetary measures

Business Facilitation
A Establishmemf aBusinesandinvestmenPlatformfor Africa (BIPA);

Negotiation®n FreeTradeAgreementdTA) with Chinaandthe EuropearFreeTradeAssociation
Finalisatiorof the ComprehensiveconomicCooperatiorandPartnershifAdgreemen{CECPA)with Indig
High techmachinesindequipmenbroughtby aninvestorfrom abroadwill nowbeconsidereaspartof the
minimuminvestmenobf USD 10Q000requiredo obtainanOccupatiorPermit

Introduction of an 8yearincome tax holiday for new companiesengagedn the manufacturingof
pharmaceuticagroductsmedicableviceandhightechproducts

Extensionof the Speedto Market Schemeto the export of jewellerymedicaldevicesfruits, flowers,
vegetableandchilledfish;

Introductionof the InnovationBox Regimdor IntellectuaPropertyassetsvhicharedevelopedn Mauritius
andatax holidayof 8 yearson the incomederivedfrom the totalityof IntellectuaPropertyAssetdor new
companiesvolvedin innovationdrivenactivities

Extensionof the 8-yearwork permit policyfor expatriatavorkersin the exportorientedenterpriseso all
manufacturin@ctivitiesand

A Incentiveto businessemvestingin solar energywherebytheir investmentin solar energyunits will be
deductedrom theirtaxablencome

o Do Do Do Do o

o
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Key budgetary measures

Business Facilitation (Continued)
A Eliminationof RegistratiorDuty and Land TransferTax on anytransferof immovablepropertyfor the

settingup of abusines$or hightechmanufacturing

Registrationluty payablen leasesf agriculturalandsof upto 10hectaresvill bewaived

Refundof VAT for thereplacemendf old lorrieswhichareusedfor carryingharvestedanes
Planapprovalérom CEB,CWA or the WMA will not berequirecanymorevhenapplyingor aBuildingand
LandUsePermitin zoneswvhicharewellnetworkedandservicedaswellasin morcellementsand
Carryingout of abusinesprocesseengineeringy BOl on morethanl125licensesndpermits

o Io Io Do
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Key budgetary measures

ICT & Technology

A Introductionof anInnovatorOccupationPermitfor innovativestartupswith aminimumoperationa
expenditur@f 20percentfor R&D purposes

A Acceleratedepreciationf 50 percentperannumin respecof capitalexpendituréncurredon R&D;
and

A Companiesanclaimadoubledeductiorin respecbf qualifyingexpenditur@n R&D.
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Key budgetary measures

Marine Industry
A Extensionof the validityof the fishingrights permitfrom one yearto five yearsfor fishingvessel

flyingthe Mauritianflag,subjecto alltheir catchbeingunloadedindprocessed Mauritius

A Amendmentso the MaritimeZoneAct to caterfor marinadevelopmenand

A Settingup a new Maritime TrainingInstitute that will focuson trainingour youthsfor jobs on cruise
shipsandin the maritimesector
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Key budgetary measures

Tourism

A Operationof anadditionalveeklyflight to Singaporey Air Mauritius @
A KLM presencé Mauritiusto furtherdiversifyour marketsn Europe and

A Hotelswill be allowedto hostgamingmachinesvithin their premisessubjecto accesbeingrestricted
to nonresidentsnly
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Appendix

Disclaimer

The contents of this budget brief have been produced for information
purposes only. No reader should act on the basis of any statement contg
herein without seeking professional advice. Whilst all efforts have been

regards to the accuracy of information contained in this document, no
responsibility is accepted for any errors and omissions. Neither part of,
whole of this document, should be reproduced without obtaining the pri
permission of Grant Thornton.
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