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▪ What is “Withholding Tax” and how does it operate?
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▪ Obligation to withholding tax: when does that arise?

▪ Reimbursements and disbursements

▪ Deposits and advance payments

▪ Country analysis



What is “withholding tax” and how does it operate?
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▪ Income tax collection mechanism on income derived by non-
residents in/from a source jurisdiction

▪ Distinguish between income-based approach vs payment approach

▪ Parties involved: The recipient of income, the payor and the tax
administration

▪ Processes involved: Identification of class of income and recipient,
collection, remittance

▪ Payable on the gross amount excluding deduction for expenses

▪ Generally WHT is a final tax



Special classes of income chargeable to tax
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▪ Not All payments are subject to withholding taxes
• Nature of payments can be excluded
• Beneficiaries can also be exempt
• Payers can also be excluded from withholding taxes

▪ Payments commonly subject to withholding taxes:
• Rent
• Royalties
• Technical and management fees
• Interest and dividend
• Insurance premiums
• Payments to sportsmen and entertainers
• Telecommunication and digital services



Obligation to withholding tax: when does that arise? 
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▪ Accrual or payment?

▪ KRA vs Republic Of Kenya (Ex-Parte Fintel Limited), 2019

▪ TAT decision in ATC Uganda ltd vs URA [TAT no.17 of 2019]

▪ Accounting treatment can be a key factor in determining when
liability for withholding tax arises

▪ Obligation to pay withholding tax usually lies with the payor
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Reimbursements and disbursements
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▪ The subtle difference between reimbursements and disbursements

▪ Reimbursements: forms part of gross income and therefore can be
subject to withholding tax

▪ Disbursements can be a different ball game

▪ An indepth analysis will be required and documentation will be key



Reimbursements and disbursements
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▪ What are the generally accepted conditions for an expense to be treated as
a reimbursement will depend on all of the following conditions being
fulfilled?

a) The provider of service paid the expenses on the client’s behalf and acted
as the agent of the client;

b) The client received, used or had the benefit of the goods or services paid
for on their behalf;

c) It was the client’s responsibility to pay for the expenses, not the provider
of service;



Reimbursements and disbursements
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d) The provider of service had permission from the client to make the
payment;

e) The client knew that the expenses were from another supplier, not from
the provider of service;

f) The provider of service showed the costs separately on its invoice;

g) The provider of service pass on the exact amount of each cost to the
client when he invoices them; and

h) The costs paid for are in addition to the provider of service own costs/fees.



Case study 1
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You are required to advise on the 
withholding tax implications of the 
monthly fee payable by AB to PC 

Software.

AB is a hardware and software provider in Kenya. The company

had entered into an agreement with PC Software, a Mauritian

company. PC Software would provide personnel to work with AB to

supply and implement an integrated cash management system in a

Kenyan ban. It was agreed that AB will pay monthly fee and

included reimbursements such as air tickets, food and other related

expenses.



Deposits and advance payments
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▪ Deposits and advance payments are generally subject to WHT but....

▪ Refundable deposits should not be considered as income and
therefore outside the scope of WHT

▪ Agreements and invoicing arrangement is key



Case study 2
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You are required to advise on the 
withholding tax implications of the 

deposit.

Drillers Co, a Zambian company, had signed a technical service

agreement with MP Pte Ltd of Netherlands, valued at USD

1,000,000, whereby MP Pte Ltd will perform the services in

Zambia.

According to the agreement, Drillers Co is required to pay a deposit

of 10% which amounts to USD 100,000 upon signing the

agreement and the balance upon issuance of the invoice, which will

be paid after the services are performed.

Drillers paid the deposit to MP Pte Ltd accordingly.



Country analysis: Kenya
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▪ Meaning of paid

▪ Payments subject to withholding tax



Country analysis: Kenya
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▪ Meaning of paid



Country analysis: Kenya
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▪ Tax rates Payments Non-resident 
WHT rate (%)

Dividend > 12.5% voting power 15
Dividend < 12.5% voting power 15
Interest:

Bearer instruments 25
Government bearer bonds (maturity ≥ 2 years) 15
Other 15

Royalty 20
Winnings from gaming and betting 20
Management or professional fees 20
Consultancy fees - Citizen of EAC member states 15
Training (including incidental costs) 20
Rent/leasing:

Immovable property 30
Others (other than immovable) 15

Sales promotion, marketing, advertising services, and 
transportation of goods (excluding air and shipping 
transport services)

20

Insurance or reinsurance premiums 5
Contractual fees 20



Case study 3
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You are required to advise on the 
withholding tax implications of the June 

invoice and payment made by AB in 
August

AB is a hardware and software provider in Kenya.

The company had entered into an agreement with PC Software, a

Mauritian company.

PC Software would provide personnel to work with AB to supply

and implement an integrated cash management system in a

Kenyan ban.

It was agreed that AB will pay monthly fee of USD 10,000.

PC Software invoiced the following in June:

a. Air tickets for personnel sent amounting to USD 2,000;

b. Purchase of hardware amounting to USD 5,000. The supplier

invoice was issued in the name of AB;

c. Interest for late payment of one month invoice amounting to

USD 500;

d. A commitment fee of USD 2,000 which acts a guarantee for full

payment the contract;

e. Monthly fee of USD 10,000.

AB software paid USD 5,000 representing part payment of the

June invoice in August.
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Country analysis: Nigeria
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Country analysis: Nigeria
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▪ Tax rates

Types of payment WHT for 
companies (%)

WHT for 
individuals (%)

Dividends, interest, and rents 10 10

Directors fees N/A 10
Hire of equipment 10 10
Royalties 10 5

Commission, consultancy, 
technical, service fees 10 5

Management fees 10 5
Construction (roads, buildings, 
and bridges) 2.5 5

Contracts other than sales in the 
ordinary course of business 5 5



Case study 4
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You are required to advise MC and DM 
on the tax  implications of the 

agreement they both entered into.

MC is a software developper based in Mauritius.

MC has entered into an agreement with DM, a company based in

Nigeria whereby DM will be using the software for its business.

MC will receive a fee computed as a % of the turnover of DM.

Under the terms of the agreement, DM will also provide

management and technical services to MC.
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Section 111B of ITA 1995

Scope
▪ Borrower does not include individual

▪ Lender “any person” but excludes
companies' resident in Mauritius

▪ Interest exempt from tax is excluded

▪ Exclusion: peer to peer lending

Country analysis: Mauritius



Interest payments
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Interest payments as a final tax
▪ No compliance obligations required by the payee

▪ Expenses incurred in generating interest income will
not be allowed as a deduction

Section 111C of ITA 1995



Interest payments
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Sixth Schedule to the ITA 1995

Rate
▪ 15%

▪ Excludes bank and non-deposit taking
institution



Case study 5
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You are required to advise A Ltd on its 
DTS obligations. You can ignore tax 

treaty implications.

A Ltd is a Mauritian company engaged in the retailing business. A

Ltd borrowed funds from CDE Bank amounting to MUR 30,000,000

to finance the purchase of high precision equipment. CDE Bank

does not have presence in Mauritius. You are given the following:

a. A Ltd paid CDE disbursement fees to CDE amounting to MUR

1,500,000 as loan arrangement cost.

b. Interest for the year amounted to MUR 2,200,000 and A Ltd is

required to pay CDE without any tax withheld.

c. A ltd paid Mauritian legal advisors amounting to MUR 200,000.



Case study 6
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Discuss the implication of interest 
income derived and interest payment 

made by the company 
holding a GBLInterest payment

Holds a Global 

Business Licence

Mauritius

Loan

agreement

Interest income

Outside of Mauritius



Royalty payments
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Scope
▪ Payee – “any person” but excludes citizen

engaged in artistic or literary work

▪ Payor excludes individual and a company
holding a GBL

Rate
▪ 15% for non-residents

Section 111B of ITA 1995

Sixth Schedule to the ITA 1995

Section 111C of ITA 1995

Payment as a final tax
▪ No compliance obligations required by the

payee

▪ Expenses incurred in generating income will
not be allowed as a deduction



Royalty payments
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Exemption
▪ Payment out of foreign source income by

any company
Second Schedule ITA 1995
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Case study 7

You are required to advise A Ltd on the 
fiscal implications of the import of 

goods in Mauritius. You can ignore tax 
treaty in your answer.

A Ltd is a Mauritian company engaged in the sport wear retailing

business. A Ltd imported goods for resale from China.

The following information has been provided.

a. Value of goods imported on 15 January 2020: USD 400,000

b. Royalty payable by A Ltd for trademark logo on goods

imported: USD 15,000



Rent payments
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Section 111B of ITA 1995

Scope
▪ Tenant excludes individuals

▪ Landlord excludes exempt persons

Rate
▪ 10%

Sixth Schedule to the ITA 1995

Payment as a final tax
▪ Tax return should be filed in Mauritius

▪ Expenses incurred in generating income will
not be allowed as a deduction



Services rendered by non-residents

Page 31

Scope
▪ Payor – any person other than an individual

▪ Payee – only “non-residents” unless exempt

▪ Services should be rendered in Mauritius

Rate
▪ 10%

Section 111B of ITA 1995

Sixth Schedule to the ITA 1995
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Case study 8

You are required to advise F Ltd on the 
tax implications of  the payment to the 

forensic auditor. You can ignore tax 
treaties.

F Ltd wishes to undertake a forensic audit on its affairs and availed

the services of a foreign auditor.

Part of the work of the forensic auditing will be conducted in

Mauritius.

The director of F Ltd wishes to obtain confirmation whether the

payment to the auditor will be subject to DTS or not?



Management fees
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Scope
▪ Payor – any person other than an individual

Rate
▪ 10%

Section 111B of ITA 1995

Sixth Schedule to the ITA 1995



Commissions
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Scope
▪ Service in scope - agency

▪ Payor – Any persons other than an individual

Rate
▪ 3%

Guiding principles
▪ Included on SP 16/18

Section 111A of ITA 1995

Sixth Schedule to the ITA 1995

Section 111B of ITA 1995



Commissions – SP 16/18
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Scope
▪ Tax has to be deducted by any person, other than an individual, who is

responsible for paying any income by way of commission to a resident or a
non-resident performing agency services in Mauritius

▪ “TDS is not applicable in a case where sales are performed directly without
the involvement of a third party”
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Case study 9

You are required to list the possible 
implications of the payment made by A 

Ltd

A Ltd is a Mauritian company engaged in the retailing business. A

Ltd borrowed funds from CDE Bank amounting to MUR 30,000,000

to finance the purchase of high precision equipment. CDE Bank

does not have presence in Mauritius. You are given the following:

a. Payment for referral fees of MUR 75,000 to B Ltd. B Ltd

introduced the supplier of equipment to A Ltd.

b. Payment of a capital raising fee to Corporate Finance Ltd

which has assisted A Ltd in looking for and finalizing capital

raising.
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Comparative analysis: Botswana, Mauritius, South Africa



THE ‘CARPUS’ WAY

THE ‘CARPUS’ DIFFERENCE

THE ‘CARPUS’ PHILOSOPHY

Connecting the forearm to the hand, the carpus is a set of bones that lets us 
execute crucial tasks with a flick of our wrist. It is from this connection that 
we derive our mission, vision and corporate culture. Much like a set of 
bones, our diverse and talented team works together, providing innovative 
solutions in the field of taxation.

As an independent tax advisory firm, we move away from restrictive 
environments of accounting/audit/fiduciary firms and provide bespoke tax 
services to our clients.

Our team looks at excellence not as an achievement but as a habit. Every 
member aims to consistently add value to the businesses and states we work 
with. Our holistic approach to taxation helps clients execute faster and take 
measured decisions whether it be at an organisational or macroeconomic 
level.

We extend our ability to deliver in a seamless manner over Africa by working 
with tax advisers and lawyers carefully selected to meet the needs of our 
clients.

The backbone of Carpus is its people. Our work culture attracts the best and 
promotes an ecosystem conducive to the growth and wellbeing of our 
people. Together, Carpus strives to be the most trusted, competent and 
innovative tax advisory firm in Africa.

We share the values of honesty, integrity, mutual respect, diversity, 
balance, reliability, adaptability and open-mindedness.

Contact us 
2nd Floor, Noah Wealth Centre,
Jinfei Smart City, Silk Road, Riche Terre,
Terre Rouge Mauritius

+230 5 9355591

training@carpustax.com

Visit our website at
www.carpustax.com


