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TAXATION MEASURES 1981/82 

... 

Members of t h i s  Honourable House w i l l  r e c a l l  t h a t  on the  22nd of 
Apr i l ,  1981 when I ou t l ined  the  terms of t h c k r e e m e n t  en te red  i n t o  
between -this ~ o v e r n m h t - a n d  the.3nternation&l"-Honetqry Fund f o r  t h e  
provis ion  of an Extended Fund F a c i l i t y  Arrangement f o r  Jamaica, I 

ind ica ted  t h a t  among t h e  p r i o r i t y  ob jec t ives  of t h e  adminis t ra t ion  
I 

would be tiie promotion' ol.'kn'creased economic a*t iv i ty ,  and t o  t h i s  
end, adjustments i n  existi'nej t a x  pol icy  as il r e l a t e s  t o  t h e  i n d u s e r i a l  
and a g r i c u l t u r a l  s e c t o r s  would be i n i t i a t e d  wh2ch would remove d is -  
incen t ives  t o  production and investment and be support ive of t h e  productiv.  
e f f o r t s  o f  these  s e c t o r s .  
2 .  -- A c e ~ d i n g l y  , : t h e  fol lowing proDosals r ep reseg t ing  $the .first phase - . -  

of ! I  a comprehensive review of  t h e  t a x  s t r u c t u r e  a r e  intended t o  complement 
r y  . 

t h e  o t h e r  , i n i t i a t i v e s  f o r  economic ' recovery. The measures seek t o  
encourage increased  , I production i n  t h e  a rea  of  agricult ; \re,  t o  mobilize 
savings f o r  c a p i t a l  formation and t o  p r o t e c t  t h e  revenue. 

3.  I n  summary, - ,. a t h e  .proposals  a r e  : - 
--. - - 

( i )  Tax Incent ives  f o r  A ~ r i c u l t u r e :  

The ~ ~ r i s u l t u r a l  Incent ives  Act i s  t o  be amended i n  
order  $6 - - . -  %,. a f .. - - . .:') -- - 

. ,  . .  - ( a )  inc lude  q wider range of cropq wi th in  i t s  scope; 

f b )  inc rease  'the e x i s t i n g  ' t a x h o l i d k y  ;per iod  from 5 years  

t o  9 years  on t h e  basis of t h e  amount of i f l o c a l  value 
addedf' ; 

. ( $ 3 ,  exempt from stamp . duty,  .. cust,oys .,... dufy, , .  t and r e t a i l  s a l e s  
t a x ,  t r u c k s  used f o r  agricu1f;lfral .... . pyrposes. ,  L! J, . . . 

. . , . : :.. 

( i i )  Tax Q#mption i n  r e spec t  of  I n t e r e s t  Income: 

. T h e  Income . Tax ; ,  Act i s  t o  be amended t o  provide t h a t  - 
( a )  t h e  f u l l  amount of i n t e r e s t  income from shares  i n  

Building Soc ie t i e s ,  Credi t  Unions o r  o the r  Co-operative 
S o c i e t i e s  w i l l  be exempt from tax ;  

( b )  t h e  i n t e r e s t  income from Fixed Term Deposits h e l b . f o r  
not  l e s s  than  one year  i n  a Commercial Bank o r  any- 
i n s t i t u t i o n  opera t ing  under t h e  P ro tec t ion  of Depositors 
Act, t h e  Building S o c i e t i e s  Act, any Credi t  Un-ion o r  
o t h e r  s o c i e t y  r e g i s t e r e d  under t h e  Co-operative S o c i e t i e s  
Act, o r  any o t h e r  i n s t i t u t i o n  approved by t h e  Minis ter  of *.' 

Finance w i l l  be exempt from t a x .  



. : @M .+&~tt3&4~ Sales .Tax Act aad UP Stamp. D q Q  &t * .  ,.are ,. - 

. , * a : .  4 . .  " i' F,' ,L" , 

~ h *  Inaome 7 " ' i . . + ~ C ~  Tax Ao$,ib . t o  be amended t o  prorridd that . b - 
iai , a i i o t i c e  o l  , ,I objqct iqn  t o  an asse)sw'rit ~i1.1 %ot ti& 

: &tuh of in&d111$.'' : t pec~ ted  as,valld a s  ut;iess .$ . a .. . *I 

. . , ;& "-;.: 
is  made; 

(b) "Bobby Farmersv w i l l  no t  be 'al lo&ed to 'de t -o f f  
farming l o s s e s  . , agg ins t  income from sources o t h e r  than 

, - .. , ". - ,. -.. , .-.. v "". -... i "-' 
f amning . 

- 6 

(v) Examination of Containerized Merchandise,: 

The cus&o&s Act i s  t o  be amended t o  make provls ion  
f o r  t h e  &esbgnation of conta iner  s ta t i .ons ;  and adminis- 
t r a t l ive  procedures will be es tab l i shed  , . t o  r a t i o n a l i s e  t h e  
e x i s t i n g  inspeot ion  system f o r  conta iner ized  . , merchandise. 

4. Details of;"t& rheasires t o  be imp16llientea ari? s e t  out  i n  
Appendices I -:h Bt tach ia .  I. 

I ,  . I  
EDWARD SEAGA 

Prime Minis te r  & ~ i n i s t ; ;  of Finance 



APPENDIX I 

Tax Incent ives  f o r  Agri'culture 

The t a x  incen t ives  f o r  a g r f c u l t u r e  ' a re  contained i n  two 
s t a t u t e s ,  namely, 

( i )  t h e  A ~ r i c u l t u r a l  Incent ives  Act, which exempts p r o f i t s  
from income t a x  and allows duty-free importat ion of 
a g r i c u l t u r a l  equipment and spare  p a r t s  during a 5-year 
t a x  holiday period;  and 

(ii) t h e  Income Tax Act, under which a g r i c u l t u r a l  companies 
a r e  sub jec t  t o  company p r o f i t s  t a x  a t  t h e  p r e f e r e n t i a l l y  

. low rate of 25% i n s t e a d  of t h e  normal 35% r a t e ,  and 40% 
investment allowances .f.or c a p i t a l  expe.nd&ture on farm 

-.buildings and on machinery o r  p l a n t  a r e  granted. 

The a g r i c u l t u r a l  s e c t o r  has a v i t a l  r o l e  t o  play i n  t h e  o v e r a l l  
s t r a t e g y  f o r  eoonomic recovery and i n  order  to induce t h e  flow of  
f r e s h  investment i n t o  t h a t  s e c t o r ,  it  i s  proposed t o  enhance t h e  
e f fec t iveness  of t h e  t a x  incen t ives  now baing o f fe red  by amending t h e  

f 
Agr icu l tu ra l  Incent ives  Act i n  order  t o  - 

(a) expand t h e  scope o f  t h e  Act, which now p r e s c r i b e s  
only 10  crops,  and provide f o r  t h e  inc lus ion  of as wide 
a range of  crops as i s  deemed d e s i r a b l e  t o  f a c i l i t a t e  
t h e  new i n i t i a t i v e s ;  

I 

( b )  extend t h e  e x i s t i n g  5:year t a x  holiday t o  9 years  
on t h e  b a s i s  of t h e  amount of ? t l o c a l  value add&I1' 
i n  t h e  process  of production. I n  broad terms, t h e  
amount of  P910cal value addedbi i s  t h e  aggregate of 
t h e  domestic inpu t s ,  such a s  raw mate r i a l s ,  wages 

- and i n t e r e s t  on c a p i t a l  borrowed l o c a l l y ,  expressed 

as a percentage of gross  s a l e s  made during t h e  
r e l e v a n t  f i s c a l  year .  On t h i s  basis, t h e  new t a x  
hctliday per iods  w i l l  be as set out1 b&low: 

C r a s s i f i c a t i o n  of Amount of l o c a l  , Period of Benefit  En te rp r i se  value added enjoyable as t o  
.- ' Iricorne T&x o r  

, . Customs Duty . - -  
I a 

Group I 50% o r  more 9 y $ a ~ s  

Group I1 

Group I11 

25% o r  more, but  7 
l e s s  than 50% 

10% o r  more, but less 5 years  
than 25$ 



( c )  i n c l u d e ~ t r u c k s  among t h e  items of farm equipment which 
t h e  recognised farmer w i l l  be permitted t o  import f r e e  

. . . .  . - 
of customs duty,  r e t a i l  s a l e s  t a x  and stamp duty. 

A t  p resent ,  a t ruck  i s  sub jec t  t o  customs duty, stamp duty 
and r e t a i l  s a l e s  t a x  amounting t o  85% of the  CIF value of t h e  
vehic le .  For example, a H5no L B ~ O O  t r u c k . t h e  CIF value of which 

. i s  $36,142 i o u l h  be so ld  t o  t h e  farmer f o r  $78,391, made up as 
follows:- 

$ 
. 36,142.000' - CIF 

11'. 

' Customs duty (45%)  . .. 
. , 

 tamp duty ' (10%) 

Stamp duty (10%) 

i.. 

& t a i l  Sales  Tax (13.322884%) 

. " 
* 4  I 

.< . 
1 - t. 

Under t h e  foregoing proposal ,  t h e  farmer would . . save $35,021 
, cons ie t ing  of customs duty,  stamp duty,  r e t a i l  sales t a x  and a 
por t ion  of the  d e a l e r ' s  mark-up, as follows:- 

. . . . 
f I - 

. a  < 

$ 
CIF value ... 36,142.00 

RETAIL PRICE ... P , 43,370.00 

A perspn seeking t a x  b e n e f i t s  a L under t h e  amended Act would 
follow t h e  b a s i c  procedures a l ready embodied i n  t h e  Act and apply 
t o  the Minis ter  of Agr icul ture  f o r  des ignat ion  as a recognised 
farmer and f o r  the  r e l evan t  e n t e r p r i s e  t o  be designated , 'an. * amroved 
a g r i c u l t u r a l  e n t e r p r i s e .  

. . 
Consequently, a person who q u a l i f i e s  as a reoognised fanner 

would be e n t i t l e d  t o  import t rucks  f r e e  of a l l  t axes  and d u t i e s  f o r  
r 2. 

use i n  an approved a g r i c u l t u r a l  e n t e r p r i s e .  



?rucks used for non-a~ricultural purposes: 
. > . , 

I . The importers of trucks to be used for non-agricultural ~urposes 
.will also be granted tax concessions. In such cases, however, the 

~ C J A  

exemption will apply oily to ltiunp duty and retail sal-iEs'-lax, since 
the Copmon , External Tariff permits exemption from customs duty only 

i p  ::.!. r$lgtl~n 06, , 7 T - :  . tLo trucfyl* we@,  fqr agricultural purposes. . . . ?(" - * :-fJft + " < 2 > . ! , p  s","t" - ' : . J I 

- B  The estimated ~evarm~~~ybi,Poregone under the tax/duty cotlcpB~io& 
.,applicable to trucks used for agricultural as well as no~,&@"&cultural 

' ?  Vk5W -% 
, I  gu~pses is $4m. + . . .  . .  r . I *  ., 

,,s .T < , I   he-neceskar; legislative amendments will be ma :$ #&p&&$e 4 .  * 
from the 1st October, 1981. 

- .. 
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i I ..i i , ,.J 

T4x; Bxentp%ion i n  respect  of I n t e r e s t *  Income : 
*, ,; . .  a ' * t 

The  mobilization^ of savings- and t h e  measures designed t o  *: 

ensure t h a t  t h e  l e v e l  of consumptfon is  kept wi th in  t h e  productive 
c a p a c i t y  o f  t h e  economy a r e  a l s o  c r u c i a l  elements i n  t h e  process  

s. ,,&, f . ? , , .  :-,.\ . h : f  I . ' 
% , . .. : '. , , ,-: .. 9, ..; 

of ecoriornic reoovery: - . , , i !XJ- .  

.-.Zlti:$.sra.. tbe.refarel, pxoposed t o  g ran t  a d d i t i o n a l  t a x  incen t ives  
t o  induce an inc rease  i n  savings.  

A t  p resent ,  one of t h e  main inducements t o  savings i s  the 

provis ion  i n  t h e  Income Tax Act which e n t i t l e s  an i n d i v i d u a l  t o  
rece ive ,  f r e e  of income t a x ,  i n t e r e s t  income not  exceeding $600 i n  
any year  of aseessment pa ld  i n  r e spec t  of shares  he ld  i n  a Building 
Society o r  any soc ie ty  r e g i s t e r e d  under t h e  Co-operative S o c i e t i e s  
Act. It i s  proposed t o  allow a n ' i n d i v i d u a l  t o  inc rease  t h e  l e v e l  
of h i s  tax-free investment by - 

( i )  removing t h e  present  l i m i t  of $600 i n  r e spec t  of 
i n t e r e s t  income from shares  he ld  i n  a Building Society,  
Credi't Union o r  o t h e r  soc ie ty  r e g i s t e r e d  under t h e  
Co-operative S o c i e t i e s  Act; 

(ii) allowing an a d d i t i o n a l  t a x  exemption i n  r e s r e c t  of 
i n t e r e s t  rece ived  i n  any year  of assessment on a Fixed 
Term Deposit maintained f o r  a term of not  l e s s  than  one 
year i n  a Commercial Bank, o r  any i n s t i t u t i o n  opera t ing  
under t h e  P ro tec t ion  of Depositors Act, t h e  Building 
S o c i e t i e s  Act, any Cred i t  Union o r  o t h e r  soc ie ty  r e g i s t e r e d  
under t h e  Co-operative S o c i e t i e s  Act, o r  any o t h e r  
i n s t i t u t i o n  approved by t h e  Minis te r  o f  Finance. 

The provis ion  w i l l  apply t o  investments made on o r  a f t e r  t h e  
1st of  J u l y ,  1981. 



APPENDIX I11 

Keasures Designed t o  Reduce Tax Avoidance .an4 Evas2on 
. , ,  . , .  , .-... - . . . . - ,  " .-.. -. - 

Modification of Appeal Procedures. 

Under t h e  Income Tax Act, co rpora te  bodies and sdlf-omplayed 
ind iv idua l s  are requi red ,  before 6he 15 th  of March in . ev&ry  gear  of 

' .  

assessment, t o  compute t h e  8mdulnt d f  the  est imated t a x . f a r  t h e  'year 
and pay t h e  t a x  t o  t h e  Co l l ec to r  bf Taxes i n  f o u r  equal  ins ta lments .  

Where t h e  taxpayer f a i l s  t b  comply with t h e  Act, t h e  C O ~ ~ ~ S S ~ O M ~  

i s  empowered t o  a s s e s s  t h e  taxpayer  who, i f  he d i spu tes  t h e  'a8sess- 
mentsmay, wi th in  30 days from t h e  d a t e  of t h e  s e r v i c e  of the  not%ce 

. of aefsessment, apply t o  t h e  ~omrhibdi&her, by n o t i c e  of ob jec t ion .  I n  
" wri t ing ,  t o  review ahd t o  r e v i s 4  thd aasessment made. ' 

, . r  I ; * - .  I 
1 %  . . 

8 -- .- .. .. s . ..,. 

This  r i g h t  t o  ob jec t  is b8ing used by taxpayers t o  ;de8ay W?fidefer  4 

se t t lement  of t h e i r  t a x  l i a b i l i t i e s : '  The main area 'of tl4lay Ssl.%n 
t h e  submission of proper r e t u r n s  of income: i n  eabes wheP3 thG 'CoWss ioner  
a s sesses  taxpayers who neglec t  t o  render  PeGa~riB; A s  8 donsequence, 
t h e  Gommd.ssioner b & & a  involved i n  time-cahatbii~ng c o r P ~ S ~ o ~ b e n c e  

i 
while t h e  bulk of  t h e  ' t a x  l i a b i l i t y  remain$b'bhpaid.' I '.' - 

The Act is ,  tnerdPore, to  be amended t o  provide in e f f e c t  t h a Q _ a  
, 

n o t i c e  of objec t ion  s h a l l  n6t be v a l i d  unless  accompan2ed"bf a'mturn 
of t h e  income, t h e  assessment of  which i s  in  d ispute .  If  tfie ??ettu&? i 

is  not  forwarded t o  t h e  Gomq.J;ss$oner wi th in  90 days of the n o t i c e  by 
the  Combtitsioner r equ i r ing  t h e  taxpayer  t o  render  such r e t u r n ,  t h e  
Commissioner w i l l  be empowered t o  confirm t h e  assessment as f i n a l  and 
binding on the  taxpayer.  

Provis ion i s  a l s o  t o  be made t h a t  t h e  Commissioner may-,.on t h e  
a p p l i c a t i o n  of t h e  taxpayer,  extend t h e  t i m e  f o r  d e l i v e r y  of t h e  
r e t u r n  t o  such l a t e r  d a t e  as he may s p e c i f y - i n  wr i t ing .  

  he foregoing provis ions  are t o  apply t o  ob jec t ions  made on o r  
af ter  t h e  1st October, 1981. 

r t  Hobby Farmers" 
Following on t h e  inc rease  i n  t a x  b e n e f i t s  under t h e  Agr icu l tu ra l  

Incent ives  Act f o r  bona f i d e  farmers, t h e  opportunit.y i s  being taken 
t o  curb abuses p r a c t i s e d  by persons who, w i t h  t h e  s o l e  ob jec t  of 
avo id ing- tax ,  use t h e  proyis ions  of t h e  Income Tax Act t o  set-off 
"farming" l o s s e s  aga ins t  income from o t h e r  sources.  

Provis ion is, the re fo re ,  t o  be made t h a t  l o s s e s  a r i s i n g  from 
f a m l n g  may be set-off  only agains t  f u t u r e  5ncome from that sourue. 

This provis ion  w i l l  apply t o  l o s s e s  made on o r  a f t e r  t h e  yea r  
of assessment commencing on t h e  1st of January, 1982. 



APPENDIX IV 

Establishment.. of OQn$alner Stati..ona : 

- ., ,*. . 
The volume of containerized merchandise arriving' in Jamaica 

empecially by ocean carrier has created severe enforcement.p~oblems 
for Customs in recent? ggars, Due to inadequate fqcilities .at.pl@rs, 
*it haq:not been poa6itsle to carry out effective examination of , 

,~~r~handise.w&thout lmpasing economic hardship on importers and 
without interfering with the expeditious movement of containerized 
sbkpments to &their destinatibn. 

I I , )  

2. A$ p~esent, Regulation 41 of the Customs Regulations, 1955 
gives the -Collector General discretion to remove goods imported 
in containers from a,:,Cplatomq are4 to.another place wbere.examin@tion 
is carried out during the pregcribed official hours. The importer 

whase.gop0s are subject to removal is required to pay a min$mum 
charge.iy~.f~s the $ervices ~rovided as,well as reasonable charges. 
iqgj ,the t transpor$,ation cp subsistence, (or both) of any offlcer 
.det(l&le& Sor the examinahion.. 'Phe,.procedure is similar f o ~  the . 

eixam;lnation of container$q@, merchandise outslPe of. ~f fio.&?l+m 
at the importer's.prlvate.pr~miaes, except the - i c.ont@iners.witb 

either one item pr.,m~re than ,one itam of merc~handis~. . consigned - to 

pore than one company or.individua1 are not normalLy permitted . , t o  
- * -  . *. .-.,.-... 

be examined outside: gf of$$.ciaJ. ,boyrs. I _ .  . ,.. I (  . 

. '  3 .  A rational2satkon '.bf the existing sjfstem is nob ta' be . 

accomplished by the establishment of a regular containerleed.'sta&ion 
and the Customs Act is to be amended accordingly, , -.,, , 

4. In order to ensure that the container statZons are operhted 

8'6~isfactorily, ' guidelines are to be established. These guide- 
lines will include:- 

(i) a cistoms inspection unit for containek stations 
consisting of two or more inspectors; 

(ii) Customs inspectors selected on the basis of intagrity, 
qualification and experience ; . . 

(ili) the cohdttet of the activitiesl by these inspeetibh 

unkts bn 'a' full-time basis ; . .. 
I ,  

(iv) prodfsidhs for the examination of every containiek; 
. . 

(v)  the ehtablishlaant of records of maintenance controis. 

I .  

. The advantages of the establishment of a container station 
include : - 



(i) t h e  p r o t e c t i o n  of revenue and de tec t ion  of i l l e g a l  
importat ions ; 

( i i )  t h e  expedi t ious movement of conta iner ized  shipments t o  
d e s t i n a t i o n  thus  f a c i l i t a t i n g  - 
(a)  prompt r e c e i p t  o f  raw mate r i a l s  by manufacturers; and 

( b )  r e l e a s e  of t h e  personal  e f f e c t s  of r e tu rn ing  Jamaicans; 

(iii) e a s i e r  s e c u r i t y  survey - 
(a)  by safeguarding cargo aga ins t  sabotage,  

l o s s ,  t h e f t  and damage; 

. ,' 
, - 

(b): by-enforc ing  personnel identii%:catl~m  stem; 
,, :, - .  , . - ''->,,%\&, <y.:$ ;~;~r-:-:~,~;+'~q.:;y-..: i73,~,J,7y~,.:4.;8...:" :".,"m,,T,T, , ,  ?. ,,..,.,T,$,... - .+Tg,k,: ..,,, , 

, ~k.;,,~: , , : ~ p ~ + t ~ $ ; , ~ 4  7 . :+.: , , . : - j , , , , , , f x  7%; ' " 8 ' ;  - :\>-,,lJ , . 
/ .! . ..-+. 8 .  ,, .. I l?. ..a " , . ,% ?:-\.,,$-;,&!&.& ,;& i, y 

( c )  of designated perimeters ,  a rea ,  s t r u c t u r e s  and 
a c t i v i t i e s ;  

( d )  by f a c i l i t a t i n g  e a s i e r  apprehension of i n t ruders .  

( i v )  handling of i tems of  cargo requ i r ing  s p e c i a l  con t ro l  
because of t h e i r  value o r  s e n s i t i v e  na tu re .  

Se lec t ion  of conta iner  s t a t i o n  

The l o c a t i o n  of t h e  conta iner  s t a t i o n  w i l l  depend, among o t h e r  
th ings ,  on i t s  proximity t o  t h e  p o r t  of e n t r y  f o r  conta iners  and t h e  
ex i s t ence  of adequate i n f r a s t r u c t u r e ,  

The Author i t ies  concerned a r e  now examining c e r t a i n  a v a i l a b l e  
s i t e s  with a view t o  s e l e c t i o n  a t  t h e  e a r l i e s t  d a t e  poss ib le .  
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