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SCHEDULE
A BILL

Intituled

" AN Act to impose a tax on the profits of contpanies and for purposes
connected therewith.

Enacted by the

Parliament of Guyana

1. This Aet may be cited as she Corporation Tax Act, 1970,
and shall be deemed to have come into operation with respect to and
from the year of assessment commencing lst January, 1970,

2 (1) In this Act, unless the context otherwise requires —-

“chargeable profits” means the aggregate amount of the
profits of any comipany from the sources specxﬁzd in
section 4 remaining after allowing the appropriate deduc-
tions amd exemptions under this Act;

“commercial company” and “company” have the mean-
ings assigned to them in section 2 of the Income Tax

Ordinance; *

“corporation tax” means the tax imposed by this Act;
. “investment cempany” means a resident company that
in respect of a year of assessment satisfies the following

conditions —~

(a)
)

© .

@
(e

()

100 per cent of-the assets thereof. are situate in
Guyana;

at least 80 per cent of its propeﬁy owned th.rough»
ont the .year was shaves, bonds, - marketable
or secuntzes,

not less than 90 per cent of its pmﬁts wag derived
from shates, bonds, or marketable - securities;

not more than 50 pen cent of ifs gross revenue for
tho year was from Interest;

at no timé in the year of income did more than 10
per cent of its property consist” of shares, bonds,
marketable securities of any one company or debtor,
other than those of the Government;.

at no time in the year of income was the number of
ghare-holders of the company less: than 50, none, of
whom at- any Nme in the. year held more than 25
per cent of tho shares or the capital, stock of the
company;
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(g) 90 per cent or more of its profits (other than divi-
dends or interest received in the form of shares,
bonds, or other securities that had not been sold
before the end of the year of incoms) was distri-
buted to its shareholders within six months follow-
ing the end of the accounting period for that year
Of asgessment.

“non-resident company” means a cempany the control
and managsment of whose business are exercised outside
(Guvana;

“preference dividend” means a dividend payable on a

preferred share or preferred stock at a fixed eross rate

per cont issued by a resident comoany before 31st
Januarv, 1969. or, where a dividend is vavable on such
a-preferred share or nreferred stock partlv at a fixed
grogs rate per cent and partly at 2 vadable rate. such
part of that dividend as is'payable at a fixed gross rate
per cent;

“m‘aﬁtq” means income ;md inclndes net charseahle gaing
accruine on a2 disnowl of nronerty within fwelos months
of’ ifs aconisition and deemed to he charseahle incowe
for the purnoses of the Income Tax Oedinance by section
8 of the Canital Gains Tax Ordinance, 1966;

“resident combany” means a company the control and
management of whose business are exercised in Guyana.

(2} Without oreiudice to anv other case in which a comoany
is ensaced in or carrving on trade or businese in Guvana. a comvany
shall Be derrfed ty he ensaced/in or carveving on trade or bukiness
in Cmvoana if it has an office or place of business in Guvana or has
a branch or arencv therein.

(3) For fthe purnose of this Act. dividends. including pre-
ference dividends, shall be treafed as paid on the date when they
hecome due and payable.

(4) For the purpeses of the definition of “resident company”
and *non-resident comoany”, the Dlace where such a comnany-~is to
be regarded ag controled'is the wiace where the mind or management
of the companv is ordinarilv situated.

3. The corporation tax imoosed hy this Act chall he npda-
the care and management of the Conwnissioner of Inland Revenue.

4, Subiect to this Act, cornoration tax shall be pavable for
each vear of assessment at the rate svecified in section 10, upon the
profits of anv covompanv acerning in or derived from Guvana or else-
where, and whether received in Guvana or not in respect of —

(a) any trade or business for whatever period of time
the trade or business may have been carried on;

Adnigig-
teation of
the Act

Tmpositlon
of cropor-
atien tax,
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(®)

©

(d)
(&)

®
()

(h)

)

any profession or vogcation or management charges
or charges for the provision of personal services and
technical and managerial skills; .

capital gains accruing on a disposal of property
within twelve months of its acquisition and deemed
to be chargeable income for the purposes of the
Income Tax Osdinance By section 8 of the Capital
Gains Tax Ordinange;

preferemce dividends;

interests, discounts, annuities or other accrued or
periodic payments received for the use of capital;

prequiwms, coufmissions and fees;

rentals and royalties paid for the use or the right
to use —

() Copyrights, atistic or scientific work, patents,
designs, plans, secret processes or formulae,
trade marks, motion picture fitms, films or tape
for radio and television broadcasting, -or other
like properties od rights, or

(ity information concerning industrial, commercial
or scientific knowledge, experience or skifl;

dividends and other income received from non-
retident companies, out of profits not derived from
or accruing in Guyana, and from persons (including
a partnership) not being cormpanies,

any annual profits not falling under any ef the fore-
going paragraphs,

5. (1) Subject.to any exceptions provided for by this Act, a

dent company shall be chargeable to corporation tax on all its

profits wherever arising.

(2) Where a non-resident company is carrying on a tade
or business in Guyana, the profits thereof that are chargeable to
corporation tax shall be any income directly or indirectly accruing
in or derive# from Guvana,

(3) A company shall be chargeable to corporation fax on
profits accruing for its Denefit nnder any trust or arising uander any
partnership i any case in. which it would be so chargeable if the
profits accrue to it directly; and a company shall be chargeable to
cerporation tax on profits arising in the winding up of the company,
but shall not otherwise be chargeable to corporation tax on;profits
accruing to it in a fiduciary of sepresentative capacity except as re-
spects its own beneficial interest (if any) in those profits.
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€. (1) Corporation tax shall be charged fer each ysar of assess- Basix of
upon the chargeable profits of the company arising in respect of that
year; so, however, that the provisions of this Act shall be read and
construed as imposing the charge to corporation tax om the profits of
the company for the year of assessment commencing Ist January,
197¢, and subsequent years in respect of the profits of the accounting
period relating to that year and so for subsequent years of assessment.

(2} Except as otherwise provided by this Act, corporation
tax shall be assessed upen the full amount of the profits accruing or
arising, whether or not received in Guyana, for the year of assessment
without any other deduction than is authorised by this Act.

7. There shall be exempt from corporation tax — Exempiions

(a) distributions, ether than preference dividends, re-
ceived by a company from a resident company;

(b) the protiis of an investment cempany;

(c) ihe profits of any company te the extent that the
income of that company is exempt frem income tax
by virtue of the Income Tax Ordinance or any other
law,

(d) the profits of any company which carries en jn N9 %,
Guyana long-term insurance business as defined in of 197

the Insurance Act, 1970.

8. (1) Except as otherwise provided by this Act, the chargeable FP1%2
prefits of a company shall #e cemputed in accerdance with incoine compuration
tax principles relating to the provisions of the Income Tax Ordinance '
applicd by scction 16,

(2) Subject to any enactment applied by this Act which ex-
pressly autherises such an allowance, no allowance shall, subject to
subsections (4) and (5), be made in ascertaining the chargeabls
profits -~

(a) in respect ef ‘distribu'tions; or
(b) im respect of any annuity or other anmual payment.

(3) Subsection (2) (a} shall mot apply when the company
makes a distribution that is a preference dividend, paid on or after
1st January, 1969, bit so however that —

{a) the deduction that is allowed in ascertaining
the chargeable profits shall not exceed the
araount of the preference dividend;

(b) the deduction shall be allowed only in the year
) of income in which such preference dividend
has actuplly been paid.
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(4) Subsection (2) (b) shall not apply when the company
makes & disposition to which section 33(3) of the Income Tax Ordi-
nance applies.

(5) Without prejudice to the generality of subsection (1), any
prevision of the Income Tax Ordinance which confers an exemption
from income tax, or which provides for a person to be charged to
income tax on any amount {whether expressed to be income or not,
and whether an actual amount or not), shall have the like effect for
putposes of corporation tax so far as is consistent with this Act.

Drductions

and adds- 9. (1) In computing for purposes of corporation tax a company
o tatien  profits for any year of assessment there shall be made in accordance with

3 i i< i ¥ ’ 1f1 A iiire 1y
o profits  this section all such deductions and additiens as are required to give

allowances  effect to the-provisions of the Income Tax (In Aild of Industry) Ordi-

e eated  nance which relate to deductions and allowances and charges in respect
of capital expenditure, as those provisions are applied by this Act.
Chav. %00 (2) Allowances and charges which fall to be made for any

year of assessment in computing the profits of a trade shall be given
effect by treating the amount of any allowance as a trading expense
of the trade in that year, and by treating the amount on which any
such charge i8 to be made as a trading receipt of the trade in that
year.

Rate of tax, 10. Subject te this Act, corporation tax shall be paid at the
rate of thirty-five per cent of the chargeable profits of a commerciat
‘company, and ai the rate of twenty-five per coent in the case of any
other company.

Povar to 11, (1) A close company shall distribute as dividend profits which
{fbation of  CAN be distributed without defrimenmt to the compamy’s business.
profits {2y With a view o prc;enting the avoidance of the payment
of tax through the withholding from distribution of the profits of a
clese company which could otherwise be distributed, it is hereby
enacted that where it appears to the Commissioner that such a com-
pany has not distributed to its members as dividend, profits- which
could be distributed without detriment to the company’s existing busi-
ness, the Commissioner, by notice in writing to the company, may
direct that such profits shall thereupon be,distributed, so however,
that in determining whether any company has or has not distributed
E;oﬁrs that,could be distributed as aforesaid, the Commissioner shall
ave regard to the current needs and future development requirements
of the company’s business.

(3) Where, during any year of assessmeni, a ¢lose company, on
an application made in the prescribed manner and within the pre--
scribed time, satisfies the Comnissioner on the Dbasis of concrete evi-

“dence that such distribution could be prejudicial to the current meeds
or fo the future development requirements sr both of the company,
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the Commissioner ;may relieve such company from compliance Wlth
the directions under this section to such extent as it may consider
appropriate, and the company shall thereupon be_so relieved, so, how-
ever that if the Commissioner refuses so to relieve the company he
may ireat any such undistributed profits as distributed, and the per-
soms concerned shall be assessable accordingly.

12, (1) In computing the profits of a close company for any year
of assessment for the purpose of ascertaining the chargeable profits of
such company, the deduction that may be made for the remuneration
by way of fees of a director other than a whole-time service director
shall not, subject to this section, exceed 10 per cent. of the chargeable.
profits, before making ,the deduction for that remuneration or for
initial allowances, other than the allowance in tespect of annual de-
.-preciation provided for by the Income Tax (In Aid of Industry)
Ordinance, but so that the déduction does not exceed $3,000 for each

such director.

(2) In computimg the profits of a close company for any
year of assessment there may be allowed a deduction for the remunera-
tion by way of fees paid to any director, who is required to devote sub-
stantially the whole of his time to the service of the company in a
managerial or technical capacity of an amount not exceeding —

(@ "$12,000, in the case of the highest paid director;
(b) $9,600, in any other case,"

so however, that where any such director receives remuneration by
way of a salary as a full-time employee of the company, the company
may not claim as a deductible expense an amount in excess of $6,000
in respect of the fees so paid.

(3) Notwithstanding anything in this section. to the contrary,
where any sum paid to a director of a close company exceeds an
amount which in the opinion of the Cominissioner appears to be fair
and reasonable in view of the time provided by the director to the
affairs of the company, the Commissioner may deem the excess of
the amount paid to such director over,what is considered to be fair
and reasonable, to be a distribution by the company to such a
director.

. 13, . The ro'visioqs of the schedule shall have effect for the
Interpretation and operation of the foregoing sections of this ,Act

Deductlons
for dir.
ector’s re-
muneration

Supplemtary
provisions
about close

relating to close companies, and those sections shall have effect sub- ;;;g;"ﬂ“i“s

jeot to.and in accordance with the provisions of -.that Schedule.

Schedule.
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14, (1 Excepd! in so far as this Act otherwise promdes, the In-
« come Tax (In Aid of Industry) @rdinance and any.provisions. of the
Income Tax Ordinance relating to the making of allowances or charges
under or in accordance with the said Income Tax (In Aid of Industry)
Ordinance shall apply equally for purposes of corporation tax and
for purposes of income tax.

(2) For the purposes of corporation tax the right to an
allowance or liability to a charge for a year of assessment and the rate
or amout of any such allowance, or charge, shall be determined' under
the provisions referred in subsection {1) by appl)mg the law in
force for the year of assessment,

(3) Where by virtue of this Ast any provision of the Income
Tax Ordinance applies both to. income tax and to coxporation tax,
it shall not be affected in its operation by the fact that they are
distinct ;taxes but, so far as consistent with this Act, shall apply in
relation te income tax and corporation tax as. if they were onie tax, so
that, in particular, a matter which in a case involving two individuals
is relevant for both of them in r¢fation to income tax shall in a like
case involving an individua! and a company be relevant for him in
relation to that tax and for it in relation to corporation tax; and for
that purpose in any such provision of the Income Tax Ordinance
references to a deductien or allowance for the purpose of ascertaining
chargeable income or to a specified provision of that Ordinance shall,
in the absence of or sulject to any express adaptatzon made by this Act,
be construed as being or including a referemca to anmy corrspoanding
deduction. or allowance for the purpose #f ascemtaining chargeable
profits or to any coriesponding provision of this Act.

15. (1) Sections 60 and 61 of the Income Tax Ordinance together
with any other emactment relating or referring to double tazation
relief shall have effect in relation to corporation tax and profits charge-
able thereto as they are expressed to have cffect w relation to income
tax and income charpgeable thereto,

(2) Where dividends are paid by a company resident in a
country outside Guyana to a company restdent in Guyana which
contrels, ditactly or indirectly not less tham one-quaer of the voting
power of the company paying the dmdsmda, then for the purpose of
allowing credit against corporation tax in Tespect of the dividends

~ in accordance with the Fourtlt Schedule to the Im,ome Tax Ordinance,

any Guyana,tax payable by the firstmentioned company in respect
of its profits (whether income fax or corporation tax) aund any tax so
payable under the daw of any country outside Guyana shall be taken
into account as if it were tax payable under the law of the first-
mentioned counwy.

(3) Yer the purposes ef this section a company shall be
deemed to control, du’ectly or indirectly, nbt less than one-suarter
of the voting power in another company if a third company havixg
such control also controls directly or indirectly not less than one-half
of the voting power in the firstvmentioned company,
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16, Subject. to sections 8 and 9, the provisions of the Income
Tax Ordinance shall, in so far as they are applicable with reference
to a company, apply mutatis nwtandis in relation to corporation tax
as they apply in relation 4o income tax. i

S. 13 SCHEDULRE

SUPPLEMENTARY PROVISIONS RELATING TO CLOSE
COMPANIES

1. (1) For the purposes of this Act a “close company” is one
which is under the conttol of five. or fewer participators or of parti-
cipators who are directors, cxcept that the expression does not apply:—

(a) to a non-resident company; or

(b) to a statutory or registered co-operative or friendly
society; or

(c) to a company controlled by or on behalf of the
State; or

(d to a company falling within subparagraph (2).

(2) A company. is not to be treated as a close company in
any case where —

(a) by reason of beneficial ownership of shares in the
company the control of it is in the hands of a com-
pany which is not a close company or of two or
more companies none of which is a close company;
and

(b) it could only be treated as a close company as being

" under the control of fivel or fewer participators, and

it cannot be so trgated except by taking as ome of

the participators a company which is not a close
company;

but so that references in this subparagraph to g close company, shall
be construed as applying to any company which, if a resident com=
pany, would be a close company.

2. For the purposes of this Act relating to close companies, a
company, is to be treated as another’s “associated colmpany” at a given
time if at that time, or at any time within one year previously, one
of the two has control of the other or both are under the control of
the same person or persons.

3. (1) For the purposes of this Act a person shall be taken to
have oontrol of a company:—

(a) if he exercises, or is.able to exercise, or is entitled
to acquire, control, whether direct or indirect, over
the company’s n‘l’anrs and in particular, but. without
prejudice to the genenalnty of the precedmg words,

.A!pphoarwon

visjons oi' m«
Income Tax
Ordinance
for the put-
poses ©of
Corpomation
Tayx,
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if he possesses or is entitled to acquire, the greater
part of the share capital or voting power in' the com-
pany; or

(b) if he possesses or is entitled to acquire, either —

(i) the greater part of the issued share capital of
the company; or

(i) such part of that capital as,would, if the whole
of the profits of the company were in fact dis-
tributed to the members, entitle him to receive
the greater part-of the amount so distributed; or

(iii) such redeemable share capital as would entitle
him to receive on its redemption the greater
part of the assets which, in the event of a wind-
ing up, would be available for distribution
ainong members; .or

(o) if in the event of a winding up he would be entitled
to the greater part of the assets available for distri-
bution anong members.

Where two or more persons together satisfy, any of she conditions in
paragraphs (a) to (o), they shall be deemed to have control of ‘he

company,

) In subparagarph (1) “member” includes any person hav-
ing a share or interest in the capital or profits of the company, and
for purposes of that subparagraph a person shall be treated as entitled
to acquire anything which he is entitled to acqulre at a fulture date
or will at a future date be entitled to acquire; but for the purposes
of subparagraphs (1),(b) (iii) and (c) any such loan creditor as is
mentioned in paragraph (4) (1) (b) may be treated as a member (and
the references to share capital as including loan capital).

(3) For the purposes of subparagraph (1) there shall be
attributed to apy person -any rights or powers of a nominee for him,
that is to say, rights or powers which another person possesses on his
behalf or may be required to exercise on his direction or behalf.

(4) For the purposes of subparagraph (1) there may also be
attributed to any person all the rights and powers of any company of
which he has, or he and associates of his have, confrol or any two
or more such companies, or of any associate of his or of any two or
more associates of his, including those attributed to a company or
associate unden subparagraph (3) but not those attributed to an asso-
ciate under this subparagraph; and such attributions shall be made
under this subparagraph as will result in the company being treated

“as under the control of five or fewer participators, if it can be so

treated.
“Participator” and “Associate”
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4, (1) For the purposes of this Act a “participator” is, in relation
to any company, @ person having a share or-interest in the capital or
profits of the company and, without prejudice to the gemerality of the
preceding , words, includes —

(e eny person who possesses or is omtitled to acquire
share capital or voting rights in the company;

{b) eny person who is a loan creditor of the company
otnerwise than in respect of any loan capitl or debt
tssued er imcurred by whe company for imoney lens
by him to the company m the ordinary cousse of
a business,of banking carried on by him;

(¢} any pemon who possesses or is entitied to acquire
2 rignt to receive or to participate in the distribu-
tiens of the company or any amounts payable by
the company, (in cash or in kind) to lean creditors
by way of premium on redemption;

(d) any person who is entitled to secure that the profits
or assets (whether present or future) of the company
will e applicd directly or indireetly for his benefit.

(2) In subparagraph (1) references to “being enfitled to do
anything” apply where a person is presenily entitled to do it ut a
future date or will at a future date be entitled to de it; and “loan
creditor” means & creditor in respect of any medeemable loan capital
issued by the sompany or im respect of any debt incurred by the com-
pany or in mespeot of any debt incurred by the company, being a
dett —

(23 for money borrowed or capital assefs acquired by
the caupany; or

(b) for any right to réceive profits created in favour of
the company; or

() for consideration the value of which fo the company
was (&t the time when the debt was incurred) snb-
stantially less than the amount of the debt (including
any premium thereon).

§. + TFor the purposes of this Act relating to close companies,
‘“associate” means, in relation to a participator —

(8) a person in any of the following relationships to the
participator, that is to say, husband or wife, parent
on remeter forebear, child or rémoter issue, brother
or eister, and pathier;

(b) the trustee or trustces of any settlement in relation
to' which the participater is, or any such relative of
his (living or dead) s s mentioned in subparagraph
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(a) is er was a settelor.

{(c) where the participator is interested in any shares or ™
obligations of the company which are subject te any
trust or are part of the estate of a deceased person,
any other person interested therein,

and has a corresponding meaning in relation to a person other than
a participator,

“Directer” and “Whole-time Service Director”,

6. (1) For the purposes of this Act relating to close companies,
“director” and “whole-time service director” have the meaning as-
signed to them by this paragraph.

(2) “Director” inclades any person occupying the position of
director by whether name called, any person in accordance with whese
directions or imstructiens the directors mre accustomed to act and any
porson who —

(a) is a manager of the wompany or otherwise cencerned
in the management of the company’s trade or busi-
ness; and

(b) is remunerated out of funds of that trade or business;
and

{c) ®, either on his own or with one or more associates,
the beneficial owner of, or able, directly or through
the medium of other companies or by any other
indirect” means, to cofiwol 20 per cent, or over
of the ordinary share capital of the company (“ordin-
aty share capital” here meaning all the issued share
capital, by whatever name called, other than capital
the holders whereof have a right to o dividend at
& fixed rate Dut have no other right to share in the
profits of the company).

(3) “Whole-#me Service Director” has the same meaning as -
in sactiony 2 of the Income Tax Ordinance.

EXPLANATORY MEMORANDUM

This Bill secks to meke provision for the imposition of a cor-
poration tax on the profits ef colmpanies, at.the mate of 35 per cent
of the chargeable profits of a commercial company and twoenty-five
per cent in the case of any other company. Clause 7 seeks to provide
for the exemptions from cerperation tax.

B. A.. REID,
- Ministsr of Pinance.





