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Foreword from our Managing Partner’s desk

Welcome to our next edition of Success line, Grant
Thornton Botswana’s periodic publication where we bring
you topics that will be of interest and relevance for your

business.

It is heartening to note that Botswana is becoming
increasingly relevant in the value chain of the World’s
diamond market. The establishment of diamond cutting
and polishing factories in Botswana as part of the
Government’s beneficiation plan and the extention into
Jewellery manufacturing are welcome developments for
Botswana to reap value added returns from its Diamond
reserves. Botswana had the best ever site recently where it
realized maximum value on diamond sales proving that the
diamond market is on the road to recovery. You will all be
pleased that Botswana hosted the International Diamond
Manufacturer’s Conference in Gaborone for four days in
April 2011, participated by leading world diamond market
players.

In the following pages you will find important information
on the latest amendments to the Income Tax Act that will
be effective for the most part from 1 July 2011 and some
briefing in the International Financial Reporting Standards
(IFRS). Beware of certain new provisions in the Income
Tax Act that is making you responsible for deduction

of Tax at source and also reporting them. IFRS is now

a term that every person in business has to be aware of
since it is the prescribed standard on how your financial
statements are structured and information relating to

your business is disclosed. This is applicable whether

your financial statements are audited or not. The audit of
financial statements is performed based on a different set
of guidelines that goes under the name of International

Standards on Auditing.

So, now you know that the Accountant applies
International Financial Reporting Standards (IFRS) and
the Auditor applies International Standards on Auditing
(ISA).

We will soon be welcoming the Botswana Institute of
Chartered Accountants that will be replacing the Botswana
Institute of Accounts that has been in existence since the
promulgation of the Accountants Act in 1988. You will be
pleased to note that this body will have more enforceable
powers than its predecessor body to regulate the
accounting and auditing profession in the Country. It will
also be introducing Botswana’s own Chartered Accountant
qualification with the backing of the world renowned
Institute of Chartered Accountants of England & Wales.

Vijay Kalyanaraman, our partner in the Advisory Services
team who will soon be taking over as the President of this
prestigious Institute of Accountants in Botswana. He
follows Jay Ramesh and Raja Ram, the two past presidents

of the Institute of Accountants.

I take this opportunity to congratulate Anju Suresh on her
promotion as a Partner in charge of the Corporate Services
team. Anju will be also responsible for the Business

Development of the firm.

Enjoy reading our Success line.

Jay Ramesh
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A spotlight of the Tax amendments that has been recently

published in Government Gazette. These amendments *  Threshold for individual’s tax from P30 000
will be effective from 01 July 2011 for the tax year June to P36 000

2012, pending final gazette publication. The amendments

regarding withholding tax on rent will be effective from *  With the change in the ,

the date of publication. individuals are allowed to set off losses from one

business with another. Farming, mining and capital

The corporate tax rate has been from 25% to

22%.
will be taxed at 30%.

Other income of will be taxed at

22%.

Manufacturing companies will be charged as per the
issued by the Minister
until the time limit specified in the order.
Taxation for corporate shall be a single tier system
with the of Additional Company tax (ACT).
Amount contributed to a ,
approved by the Minister, will be allowed as a
deduction.

paid in accordance with the provisions
of the Vocational Training Act and Vocational Training
(Structured Training) Regulations to be allowed as a

tax deduction.

Payments received by the taxpayer as
paid under the Vocational Training
(Reimbursement) Regulations to be included in gross

income.

Additional 100%
cannot be claimed where a taxpayer is entitled
to reimbursement under the Vocational Training

(Structured Training) Regulation.

losses are ring fenced.

The revised tax rates for June 2012 are as follows:

TAXABLE INCOME

TAX

0-36,000

0

36 001-72 000

0+ 5% of excess over 36 000

72 001- 108 000

1 800 + 12.5% of excess over 72 000

108 001-144 000

6300 + 18.75% of excess over 108 000

144 001 and above

13 050 + 25% of excess over 144 000

TAXABLE INCOME

TAX

0-72 000

5% for every Pula

72 001- 108 000

3,600 + 12.5% of excess over 72 000

108 001-144 000

8100 + 18.75% of excess over 108 000

144 001 and above

14,850 + 25% of excess over 144 000

NATURE OF COMPANY

RATES (%)

Resident Company 22
Non Resident Company 30
Botswana Meat Commission (all taxable income) 15
Pension and provident fund not approved by the Commissioner 7.5
General (Investment income)
Dividends accruing outside Botswana(Gross income) 15
Persons not included in the above categories 25
International Financial Services Company

a) Onincome from approved financial transactions with 15

Non —residents, IFSC Companies and specified collective
b) All other Income 22
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*  Any payments made to a person who has contributed

to the fund from or on behalf of any

e Withholding tax (WHT) on dividends from will be subject to withholding tax
15% to 7.5% with effect from the tax year June 2012. at 10%.

J (ACT) will not be carried e The withholding tax paid is a and therefore
forward if they are not utilised before 30 June 2011. the surplus amount will not be subject to further

income tax in Botswana.
*  Companies with financial year end other than 30 June
2011 will be allowed to set off the carried forward
ACT if the dividends are declared before

Nature of payment Rate %
Dividends (residents and non-residents) 7.5
Interest, royalties and management or consultancy fees paid to 15
non residents
Pavments of durine an Entertainment fees paid to a non-resident 10
dyments o u g any Interest paid to residents (WHT applicable on excess of P 1950 10
tax year by a resident or a non resident are subject to £ QUETLD)
. i Rent paid for use of buildings and land (resident and non 5
withholding tax at 5%. resident)
Surplus payments made on behalf of any mine rehabilitation fund 10
after rehabilitation of a mine (resident and non-resident)
Withholding tax shall not be applicable to: Brokerage commission (resident and non-resident) 10
*  Payments of in a hotel, motel, guest
house or lodge
*  Payments of less than per tax year *  Deduction of against tax payable
relating to contract revenue, interest etc, to be allowed
*  The recipient of the payments is from tax only if the withholding has been paid to BURS.

¢ The rent is not to be claimed as
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*  Further, any credit for deduction of tax paid can be

claimed only in the tax year in which the tax is paid.

*  The definition of commercial royalty has been
expanded to include the right to commercially develop

and exploit software.

*  The definition of management or consultancy fee,
payable to non-residents, has been expanded to

include the development or customization of software.
CAPITAL GAINS TAX

*  Exemption from capital gains on principal primary
residence (PPR) is allowed only if the property is held
by the individual for 5 years.

*  Exemptions from capital gains on subscquent disposal
of the PPR will be allowed if 5 years have lapsed from

tax year in which the previous exemption was granted.

*  Capital gains on disposal of shares, units or debentures
of a resident public company is exempt from capital
gains tax only if they have been held for at least 1 year
by the taxpayer.
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International Financial Reporting Standards
(IFRSs) — Briefing for Chief Executives

Compiled by Badri Prasad, Audit Team

These concise and easy to use briefings notes are for Chief Executives, members of Audit Committees, Boards of Directors
and others who want a broad overview of IFRSs and the business implications of implementing them. For the requirements,
reference must be made to the Standards issued by the IASB as at 1 January 2011. Framework, Standards and Interpretation
having relevance in Botswana have been analysed in this document.

IFRSs set out recognition, measurement, presentation and disclosure requirements dealing with transactions and events that
are important in general purpose financial statements. IFRSs are based on the conceptual framework, which address the
concepts underlying the information presented in general purpose financial statements. The conceptual framework provides
the concepts from which to develop principle-based standards.

IFRSs are mandatory pronouncements as per Botswana Companies Act and comprise International Financial Reporting
Standards, International Accounting Standards and Interpretations developed by the IFRSs Interpretation Financial Reporting
Interpretations Committee (IFRIC) or the former standing Interpretations Committee.

The Conceptual Framework assists preparers of financial statements in accounting for transactions and events not specifically

covered by an existing standard or interpretations applicable to similar and related issues, and then to the Conceptual
Framework.

Title The Standard Impact on Business
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The Standard Impact on Business
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Chat line

Promotions

Partner

Anju Suresh has been promoted
as Partner from January 2011.
Anju is in charge of the Corporate
Services team and has been
spearheading the team for the last

10 years. Anju has grown with the
firm for 16 years and is an expert
in providing consultancy services
to listed companies, privately held
businesses and corporates.

Anju shall also be taking the responsibility of Business
Development for the Firm.

Senior Managers
Aparna Vijay — Corporate Services team.
Sunny Mulakulam — Audit team.

Managers
Sangeeta Aswin — Accounting team

Assistant Managers

Raphinos Mushayavanhu — Audit team

Badri Parasad — Audit team

Samuel Muzonzi — Audit team

Rebecca Sanchez — Tax Team

Congratulations and Best wishes to all of them.

Achievements

Moalkofi Notha, one of our Audit staff, has won a
prestigious title of FIDE MASTER in chess. This has been
awarded by the Federation International De Echecs, the
master organisation who conducted the Zone 4.3 chess
championship recently.

Fide Master title is two steps behind the Grand Master
Title, including the current winners there are only 4 Fide

Masters in Botswana.

We wish him all the best in his future ambitions.

Professional Training

Vijay Kalyanaraman — Partner, Advisory services attended
the International Advisory Services Conference held at
Frankfurt recently. He was one of the few representatives
from Africa who participated in this conference.

Audit Training — 11 members from our Audit team
including 10 Batswana attended the Annual Audit
Methodology training conducted by Grant Thornton
National Training Academy in Roidevally, Pretoria. This
training held in February helped the participants to be
skilled with the latest audit tools of Grant Thornton.

International Women’s Day

Our firm celebrated the International Women’s day on
March 8. All women members of the firm were given
surprise treats in the office that morning . Grant Thornton’s
International Business report on Women in business was
released globally by participating Grant Thornton firms
including Botswana. The day made every women at Grant
Thornton feel very special.

Welcome

Welcome to all our new recruits who recently joined our

firm. We wish them best wishes for a successful career with
Grant Thornton.
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Contact us

Gaborone

Jay Ramesh

Acumen Park

Plot 50370 Fairgrounds

P O Box 1157

Gaborone Botswana

T +267 3952313

F +267 3972357

E info@grantthornton.co.bw

Francistown

Sydney Musadzi
Ground Floor
Botswana Life House
P O Box 101
Francistown Botswana
T +267 2418961

F +267 2418962

E info@grantthornton.co.bw

Editorial Panel

Jay Ramesh

Aswin Vaidyanathan
Pushpa Ramesh

Disclaimer

The Success line is published as a service to our clients and other
interested parties. It is intended to provide practical and technical
information which is of use to you in your business. Please be advised that
the information contained herin is for general guidance only. Any reader
intending to base a decision on information contained in this publication
is advised to consult a Grant Thornton partner before proceeding.

o Grant Thornton

Audit * Tax ¢ Advisory
Botswana member firm of Grant Thornton International Ltd.

Member firms in sub-Saharan Africa: South Africa, Kenya,
Mauritius, Mozambique, Namibia, Uganda, Zimbabwe & Zambia

Visit us at www.gt.co.bw
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