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CHAPTER 84:51
FISCAL INCENTIVES ACT

AN ACT to give effect to the Agreement on Harmonisation of Fiscal 42 of 1973.
Incentives to industry.

[27th December 1973] Commencement.
1. This Act may be cited as the - Short title.
FISCAL INCENTIVES ACT.
i _ Interpretation.
2. In this Act A
“benefit” means any relief granted to an enterprise under this Act; ;3 Og :ggé]
(o) .

“Common Market” means until May 1st 1974 all States referred to in
the First Schedule and thereafter such of those States that are First Schedule.
parties to the Treaty establishing the Caribbean Common
Market;

“construction day” means the day specified in an Order made pursuant
to section 6;

“enclave enterprise” means an enterprise producing exclusively for
export to countries outside the Common Market;

“enterprise” means an enterprise declared by Order made by the
Minister under section 6 for the purpose of conferring a benefit
under this Act;

“Group I enterprise” means an enterprise in respect of which the local
value added is at least fifty per cent of the amount realised from
the sales of a product;

“Group Il enterprise” means an enterprise in respect-of which the local
value added is at least twenty-five per centbut less than fifty per
cent of the amount realised from the sales of a product;

“Group Il enterprise” means an enterprise in respect of which the local
value added is at least ten per cent but less than twenty-five per
cent of the amount realised from the sales of a product;

“industry” means a manufacturing, or processing industry and includes
deep sea fishing and shrimping where they form part of an
integrated processing operation, but does not include agricul-
ture and tourism;

LR.O. 1/1995
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“local value added” means the amount (expressed as a percentage of the
total sales of a product) by which the amount realised from the
sales of a product over a continuous period of twelve months,
exceeds the aggregate amount of the following:

(a) the value of imported raw materials, content of compo-
nents and parts thereof, fuels and services;

(b) wages, salaries or both paid during the twelve month period
to persons who are not nationals of a Member State;

(c) profits distributed or remitted directly or indirectly to per-
sons (including companies) who are not residentinaMember
State;

(d) interest, management charges and other income payments
or any of them accruing directly or indirectly to persons
(including companies) who are not resident in a Member
State, other than a branch or agency of a bank not resident
in a Member State;

(e) depreciation in the imports of plant, machinery and equip-
ment, or any of them;

First Schedule.  “Member State” means a State listed in the First Schedule;
“Minister” means the Minister responsible for Industry;

“national” means a person who is a citizen of a Member State and
includes a person whose connection with such a State entitles
him to be regarded as belonging to, or being a native of, or
resident of the State for the purposes of the laws relating to
immigration for the time being in force;

“production day” means the day on which an enterprise commences
production of a product;

“sale” means the proceeds of sale ex-factory of a product exclusive of
the cost of distribution.

Computation of 3. (1) The local value added shall be weighted by the wages or

L“’S‘; dv_“'“e salaries paid to nationals of a Member State expressed as a percentage
of the total sales of the product and calculated in accordance with the
under-mentioned formula:

V(100 + W)
100.
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(2) For the purposes of subsection (1), ‘V’ represents the local
value added expressed as a percentage of the total sales of the product,
and ‘W’ represents the wages and salaries paid tonationals of a Member
State and expressed as a percentage of the total sales of the product.

4. (1) In determining the value of the content of a component
produced by a Member State for the purposes of paragraph (a) of the
definition of “local value added” in section 2, no account shall be taken
of any element in the cost of that component, except the value of the
imported raw material content.

(2) For the purposes of paragraphs (c) and (d) of the definition
of “local value added” in section 2, a company shall be deemed not to
be resident in a Member State if it is controlled directly orindirectly by
a person (including a company) who is not resident in a Member State
(hereinafter referred to as a “non-resident”).

(3) A non-resident shall be deemed to have control of a com-
pany if he owns or is entitled to purchase the greater part of the ordinary
and paid up share capital (not including shares which carry no voting
rights) of the company.

5. The Minister may, on an application made by or on behalf of an
enterprise for fiscal incentives under this Act grant the incentives ifhe
is satisfied that the enterprise is beneficial to the economy of Dominica.

6. The Minister on an application made by or on behalf of an
enterprise, may by Order, grant to the enterprise the exclusive right to
engage inthe economic or developmentundertaking in respect of which
fiscal incentives have been granted under this Act for such period as
may be specified in the Order if he is satisfied that the enterprise is
beneficial to the economy of Dominica.

7. (1) In determining whether an Order should be made under
section 6, the Minister shall take into account —

(a) the number of enterprises beneficial to the economy
already existing, or the number of enterprises manu-
facturing or about to commence the manufacturing of
any product;

(b) the output or anticipated output of the enterpise.

Value of
imported raw
material to
determine value
of component.

Meaning of non-
resident.

Control by non-
resident.

Application for
fiscal incentives.
[11 of 1983].

Grant of
exclusive right.
[11 of 1983].

Cniteria for
making Order.
[11 of 1983].

L.R.O.111991
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Mode and
contents of
application.
[11 of 1983).

(2) An Order made under section 6 —

(a) shall specify the construction day, production day or
both such days;

(b) may declare thatinits application it shall be restricted to
part of a factory, or to a particular grade, quality,
description, type or classification of product;

(c) may impose continuing obligations on the enterprise;
(d) may confer certain benefits on the enterprise;

(e) may provide forits revocation in any case of breach of
or non-compliance with its requirements.

8. An application under sections 5 and 6 shall be submitted in
writing to the Minister and shall specify —

(a) particulars as tothe nature of the enterprise and contribution
which it is expected to make to the economy;

(b) the estimated amount and purpose of the capital to be
expended initially and annually during the tax holiday
period;

(c) particulars necessary to determine the local value added in
respect of the enterprise;

(d) particulars necessary to determine the level of exports in
connection with an application for export credits;

(e) the number of persons to be employed and the conditions of
service;

(f) the date by which —
(i) work on the enterprise will commence;

(ii) the enterprise will produce in marketable quantities
the product approved for manufacture;

(g) information to satisfy the Minister that the enterprise is
adequately financed and provided with effective and com-
petent management;

(h) the area in which the enterprise will be located;

(i) such other information relating to the enterprise as the
Minister may require.
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9. (1) AnOrder made under section 6 shall set out the conditions
subject to which it has been made.

(2) Before making an Order, the Minister shall —

(a) cause a notice to be published in at least two issues of
anewspaper circulating in Dominica at intervals of not
less than one week between each issue and in two
separate issues of the Gazette setting out the Order
proposed to be made and inviting any person who
objects to the making of the Order to give notice in
writing of his objections and of the grounds on which
he relies in support thereof to the Minister on or before
the date specified in the notice;

(b) considerany objections received pursuant to the notice.

10. (1) The Minister if he is satisfied that any plant, equipment,
machinery, spare parts, raw materials or components thereof are not
available from Member States at comparable prices and qualities andin
adequate quantities for export may issue a licence to an enterprise to
import such article or any of them from an area outside the Common
Market.

(2) Onreceipt of a licence issued pursuant to subsection (1) an
enterprise may import plant, equipment, machinery, spare parts, raw
materials or components thereof free from customs duty from an area
outside the Common Market for the period of relief specified in section
15, if the plant, equipment, machinery, spare parts, raw materials or
components thereof are or were required —

(a) for constructing, altering, reconstructing or extending
the enterprise; or

(b) for equipping such an enterprise for the purpose of
manufacturing a product.

(3) Where, subsequent to the issue of a licence under subsec-
tion (1), there is a change in the circumstances contemplated by that
subsection, the Minister shall -

(a) revoke the licence; or

(b) alter the licence so as to exclude any of the articles in
respect of which the change exists.

Conditions for
making Order.

Licence to
import.
{13 of 1991].

Revocation or
alteration of
licence.

L.R.O.1/1995
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Record and ] 11. (1) An enterprise which imports into Dominica from an area

mplem®l outside the Common Market, or purchases within the Common Market,
any article in respect of which it has been granted exemption from
customs duty by virtue of section 10(2) shall -

(a) keep arecord of the articles soimported or purchased in
such form and containing such particulars as may be
required by the Minister;

(b) cause the article to be marked with such mark and in
such manner as may be required by the Minister; and

(c) permit the Comptroller of Customs or any person au-
thorised by him, at all reasonable times, to inspect such
record and to have access to any factory or warechouse
under its control for the purpose of examining any such
article which the Comptroller of Customs has reason to
believe to be therein and of satisfying himself of the
accuracy of the particulars contained in the record.

Penalty. (2) An enterprise which contravenes any of the provisions of

Restriction on
sale or other
disposal of
articles.

this sectionis liable on summary conviction to a fine of fifteen thousand
dollars.

12. (1) An article purchased by an enterprise free of customs duty
under section 10(2) shall not be sold, given or otherwise disposed of by
the enterprise except —

(a) to the transferee, in case of a transfer of the ownership
of a factory belonging to the enterprise; or

(b) where the approved enterprise pays or gives security to
the satisfaction of the Comptroller of Customs for the
payment of an amount equivalent to the amount of
customs duty which, but for the provisions of section
10(2) would have been payable on importation of the
article into Dominica, where the article was soimported
by the enterprise;

(c) after the expiration of five years from the date of the
purchase of the article.
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(2) An enterprise which contravenes any of the provisions of
this section, is liable on summary conviction to a fine of three times the
value of the article, the disposal of which contravenes such provisions.

13. (1) For the purpose of determining the length of the tax holiday
period an enterprise shall be classified as —

(a) Group I enterprise, being an enterprise in respect of
which the local value added is fifty per cent or more of
the amount realised from sales;

(b) Group II enterprise, being an enterprise in respect of
which the local value added is twenty-five per cent or
more (but less than fifty) of the amount realised from
sales;

(c) Group III enterprise, being an enterprise in respect of
which the local value added is ten per cent or more (but
less than twenty-five) of the amount realised from
sales;

(d) enclave enterprise, being an enterprise producing ex-
clusively for export to countries other than the countries
of the Member States;

(e) capital intensive enterprise, being an enterprise the
capital investment of which is not less than an amount
equivalent to twenty-five million East Caribbean dol-
lars.

(2) An enterprise classified as in subsection (1)(a), (d) or (e)
may be granted atax holiday period not exceeding fifteen years from the
date of production. Anenterprise classified asin subsection (1)(b) may
be granted a tax holiday period not exceeding twelve years and an
enterprise classified as in subsection (1)(c)may be granted a tax holiday
period not exceeding ten years from the date of production.

(3) Atthe end of the first three years of the tax holiday period
and thereafter every two years during the tax holiday period the actual
local value added in respect of an enterprise classified as in subsection
(1)(a), (b) or (c) shall be ascertained by the Minister. If in the light of
the local value added so ascertained it appears that the enterprise should
have been classified differently, it shall be reclassified retrospectively
from the date the Order was made and the appropriate tax holiday period
allocated in place of the period previously allocated. If, however, the

Classification and
benefits of
enterprises.

L.R.O.111995
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Exemption from
income tax.

Apportionment
of income.

Asselts,
depreciation and
capital expendi-
ture allowance.
Ch. 67:01.

[3 of 1992].

Second
Schedule.

Losses after tax
holiday.

actual local value added appears to have fallen below ten per cent of the
amount realised, from sales, the enterprise Order in respect of the
enterprise shall be revoked either retrospectively from the date it was
first made or from the date the actual local value added was ascertained
as may seem just to the Minister.

14. (1) The Minister may grant to an enterprise complete or partial
exemption from income tax from the production day for a period not
exceeding the period specified in section 5 (hereinafter referred to as
“the tax holiday period™).

(2) Where the expiration of the tax holiday period does not
coincide with the end of the accounting period of an enterprise, the
income for the accounting period during which the last day of the tax
holiday period falls shall be apportioned between the parts of the
accounting periods which respectively precede and follow the end of the
tax holiday period; the income thus apportioned to the part of the
accounting period which precedes the end of the tax holiday period shall
be exempt from income tax.

15. (1) During the tax holiday period the assets of an enterprise
shall be depreciated by such amounts as are normally allowed under the
Income Tax Act for wear and tear.

(2) Aninitial allowance may be made not exceeding twenty per
cent of the capital expenditure incurred by the enterprise on plant,
machinery and equipment only after the expiration of the tax holiday
period.

*(3) An income tax credit may be allowed in accordance with the
Second Schedule with respect to capital expenditures incurred by any
person who is not enjoying an income tax holiday in relation to the
activity in which the capital expenditure is incurred.

16. (1) Any net losses incurred by the enterprise during the tax
holiday period may, upon cessation of that period be carried forward and
set off against the profits and gains chargeable toincome tax fora period
of five years next following the cessation.

(2) Inthis section, “net losses” means the amount by which the
sum of losses incurred during the tax holiday period exceeds the sum of
profits made during that period.

*This subsection came into operation on the 1st January, 1992.
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17. (1) Notwithstanding anything contained in the Income Tax Act
no restriction or limitations as to the time for payment to the sharehold-
ers of dividends and other distributions out of profits or gains accruing
from a product shall be imposed as a condition for exemption from
income tax under section 15.

(2) Subject to subsection (3), dividends or other profits arising
out of an enterprise during the tax holiday period to the shareholders
shall be exempt from income tax.

(3) Ifashareholderrecciving the dividendsorotherprofits does
not reside in a Member State, the exemption shall apply to somuchonly
of the tax as exceeds his tax liability on the dividends or other profits in
his country of residence.

18. (1) Relief from income tax on the export-profits of an enter-
prise accruing from export of the product manufactured by it may be
granted in accordance with this section only.

(2) Relief shall not be granted under this section during the
period the enterprise enjoys relief granted under sections 10 and 15.

(3) Relief may be granted —

(a) for a period not exceeding five years next after the
expiration of the tax holiday period in case of exports to
Guyana, Jamaica and Trinidad and Tobago;

(b) during the period of five years from the commencement
of this Act in respect of export to Guyana, Jamaica,
Trinidad and Tobago by an enterprise to which no relief
has been granted under sections 10 and 15.

(4) Relief shall be granted by way of tax credits only.

(5) Relief shall be granted if the export-profits amount to ten
per cent or more of the entire profit of the enterprise accruing from a
product and in accordance with the formula laid down in the Table
below.

(6) Relief granted shall not exceed the percentage (being per-
centage of the whole of the tax liability on the entire export-profits)
specified in the Table below opposite the percentage of export-profits.

Provisions
relating to shares
and dividends.
Ch. 67:01.

Exemption from
income tax on
export-profits.
[11 of 1983

13 of 1991].

L.R.O.1/1995
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TABLE
Amount of export-profits Maximum percentage
expressed as a percentage of tax relief
of the entire profits.
10% or more but less than 21 % 25%
21% or more but less than 41% 35%
41% or more but less than 61% 45%
61% or more 50%

Annual report.

Power of
Minister in the
event of delay in
commencement
of construction
or manufacture.

(7) The following formula shall be used to ascertain export-
profits for the purpose of this section —

ExP
S

where “E” represents the proceeds from export sales for the year; and
“P” represents the profits made by the enterprise from all sales for the
year; and “S’’ represents the proceeds of all sales for the year.

19. (1) During the tax holiday period there shall be submitted to the
Minister within six months of the close of each financial year of the
enterprise a report appraising the performance of the approved enter-
prise during the past financial year together with the annual accounts for
that year duly audited by an auditor approved by the Minister.

(2) The accounts shall contain particulars —

(a) as to capital expended on the enterprise and deprecia-
tion of the capital during the financial year in question;

(b) enabling the Minister to arrive at local value added and
export credit;

(c) relating to the enterprise which the Minister may re-
quire.

20. (1) Where an enterprise fails or neglects —
(a) to commence the enterprise on the construction day; or

(b) 1o commence manufacture at the factory of an approved
product in marketable quantities, on or before the pro-
duction day,
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the Minister may issue a notice in writing requiring it within thirty days
of the date of the notice either —

(i) to commence the enterprise or the manufacture of
the approved product in marketable quantities as
the case may be; or

(ii) to prove to the satisfaction of the Minister that the
failure or neglect is attributable to a cause beyond
its control and that there is reasonable prospect of its
commencing construction of the factory or manu-
facturing the product in marketable quantities -as
the case may be, within such time as the Minister
considers reasonable.

(2) Where an enterprise satisfies the requirements, of subsec-
tion (1) (@), (ii), the Minister shall, by Order, substitute for the construc-
tion day or production day, as the case may be, some other specified day
and thereupon the provisions of this Act shall take effect as if the day
specified in the Order was the construction day or the production day,
as the case may be, specified in the Order made under section 7.

21. (1) If the Minister is satisfied that the enterprise has contra-
vened any of the provisions of this Act, and in particular to the fact that—
(a) there has been undue delay in the commencement of an
enterprise; or
(b) theenterpriseis notbeing conducted in accordance with
the terms of the application for an Order under section
6 or of the Order under section 7; or
(c) the information furnished in the application for an
Order is false in a material particular; or

(d) the conditions relating to the employment of labour or
the housing of workers are unsatisfactory,

he may revoke the enterprise Order.

22. (1) When an enterprise Order has been revoked the Minister
shall cause a notice to that effect to be published in the Gazette and in
a local newspaper and the notice shall state the date on which the
enterprise shall cease or shall have ceased to be an enterprise.

(2) Upon revocation the company conducting the enterprise

Breach of
conditions.

Revocation of
r and
consequences.

[12 of 1990].

L.R.O.1/11991
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Ch. 67:01.

Restriction on
use of factory.

Penalty.

Pioneer/
development
status not to be
conferred.
Cap. 314.
(1961 Ed.).

shall pay to the Comptroller of Customs the customs duty and the entry
tax on the articles imported by it free of customs duty and entry tax on
the value of the articles at the date of revocation assessed by the
Comptroller.

(3) IfanOrderisrevoked retrospectively, the enterprise shall be
liable to pay customs duty and entry tax on such of the articles as the
Minister may decide imported by it free of customs duty and entry tax
previous to the date of the notice mentioned in subsection (1).

(4) The duty and the tax payable under subsections (2) and (3)
may be recovered by the Comptroller of Customs in the manner
provided under any customs enactment,

(5) If the date on which the Order is revoked does not coincide
with the end of the financial year of the enterprise, then the chargeable
incomeinrespect of the financial yearin which the orderis revoked shall
be subject to tax under the Income Tax Act as if no development Order
had been made in respect of that year and the tax shall be recoverable
accordingly.

23. (1) Subject to the provisions of subsection (3), no factory
belonging to an enterprise, which s being used oris intended to be used
for the manufacture of a product shall, within ten years of the date of the
publication of the Order declaring it an enterprise, without the prior
approval of the Minister, be used for purposes other than the manufac-
ture of a product.

(2) An enterprise which contravenes the provisions of subsec-
tion (1) is liable on summary conviction to a fine of one thousand five
hundred dollars and in the case of a continuing offence to a further fine
of seven hundred and fifty dollars in respect of each day during which
the offence continues after conviction thereof.

(3) The provisions of this section shall not apply to anenterprise
which ceases to be an enterprise and in respect of which all sums payable
to the Comptroller of Customs and the Comptroller of Inland Revenue
under the provisions of this Act have been paid.

24. Subject to the provisions of this section, after the commence-
ment of this Act the Minister shall not confer on any industry, product,
factory ormanufacturer the benefit of pioneer/development status under
the Aid to Pioneer Industries Ordinance.
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25. (1) This Act shall not affect the development enterprises in Existing
respect of which development Orders have been made already under the ecrgeganssgs
Aid to Development Enterprises Act nor an application received by the
Minister before the commencement of this Act for adevelopment Order
under that Act.

(2) Where prior to the commencement of this Act, an applica- gz"i“fl-4
tion for pioneer status was made under the Aid to Pioneer Industries (19p6'1 Ed).
Ordinance, the provisions of that Ordinance shall continue to apply to

that application.

26. (1) The Minister may make such Regulations as he thinks Regulations.
necessary or expedient for giving effect to the provisions of this Act.

(2) Regulations made under subsection (1) shall, within thirty
days of the making thereof, be subject to negative resolution of the
House of Assembly.

FIRST SCHEDULE (Section 2).
[32 of 1995].
Member States
(a) Antigua Jamaica
Barbados Montserrat
Belize St. Kitts/Nevis/Anguilla
Dominica St. Lucia
Grenada St. Vincent
Guyana Trinidad and Tobago

(b) Any other State of the Caribbean region that becomes a member
of the Common Market.

L.R.O. 171995
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(Section 15(3)). *‘SECOND SCHEDULE
[3 of 1992].
INVESTMENT TAX CREDIT
Arrangement of Paragraphs
Part I —  Interpretation.
PartI -  Qualifying Expenditures.
PartIll -  Amount of the Investment Tax Credit.
PartIV - Disposal of Assets.
PARTI]
INTERPRETATION

1. In this Schedule —

“disposal” means —

scrapping, loss, destruction, sale, exchange, compulsory acquisition,

or alienation by gift of an asset;

“disposal value” means in relation to —

(a) the scrapping of an asset, the scrap value thereof;

(b) the partial destruction of an asset, the value of the remains

thereof together with any amount received as compensation
or indemnity for the partial destruction;

(c) the lossor total destruction of an asset, any amount received

ascompensation or indemnity for the loss or total destruction;

(d) the sale of an asset, the net proceeds of sale;

(e) the exchange of an asset, the market value of any asset

acquired through the exchange adjusted to take account of
any monctary exchange made;

(f) thecompulsory acquisition of an asset, the amount for which

it was acquired; and

(g) the gift of an asset, the market value thereof;

“family” means —

(a) the spouse of a person; or

(b) a lineal ancestor, child or other lineal descendant, brother,

sister, uncle, aunt, nephew or niece of a person or his spouse;

*This Schedule came into operation on the 1st January, 1992.
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“person” includes an individual, a trust, the estate of a deceased
person, a company, a partnership and every other juridical
person;

“related company” in relation to another company means —

(a) acompany in which the other company owns shares carrying
directly or indirectly —
(i) the right to exercise more than half of the voting powers
in that company; or

(ii) the right to receive more than half of any dividends that
might be paid by that company; and

(iii) theright to receive more than half of any capital distribu-
tion in the event of the winding up or of areduction in the
share capital of the company;

(b) acompany which owns shares in the other company carrying
direcdy or indirectly, rights of the kinds specified in paragraph
(a); and

(c) acompany,in which any of the shareholders owning shares
carrying rights of thekind specified in paragraph (a) also owns
shares carrying rights of the kind specified in paragraph (a)
of the other company;

“related company” in relation to any individual person means a
company in which that person, the person’s family and other
related companies as to that person own in aggregate shares
carrying, directly or indirectly —

(a) therighttoexercise more than half of the voting power in the
company; or

(b) therighttoreceive morethan halfof any dividends thatmight
be paid by that company; and

(c) therightto receive more than half of any capital distribution
in the event of the winding up or a reduction in the share
capital of the company.

PART II
QUALIFYING EXPENDITURES

1. (1) Expenditures incurred by any person for the construction,
acquisition or improvement of assets described in subparagraph (2) which are
not disqualified by reason of subparagraph (3), (4) or (5) shall qualify for
income tax credit in the year of assessment in the basis period for which the
expenditures are incurred.

L.R.O.1/1995
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Ch. 67:01.

Ch. 67:01.

(2)  Subjectto subparagraph (3), (4) or (5), the investment tax
credit is allowable with respect to expenditures incurred by a person for the
construction, acquisition orimprovementof assets listed in the Second Schedule
of the Income Tax Act.

(3) The investment tax credit is not allowable for expendi-
tures incurred by a person in a basis period for a year of assessment in which
the person is granted an income tax holiday unless the expenditures are
unrelated to the activity withrespect to which the income tax holiday is granted.

(4)  The investment tax credit is not allowable for expendi-
tures incurred by a person for the acquisition of an asset with respect to which
a family member or a related company has been allowed a capital allowance
under the Second Schedule of the Income Tax Act, for the assessment year 1992
or any preceding assessment years.

(5) The investment tax credit is not allowable for expendi-
tures by a person for the acquisition of an asset which a family member or a
related company used in business in the basis period for the assessment year
1992 or any preceding assessment years.

2. Where only part of an asset is to be used for purposes qualified under
paragraph 1 and the capital expenditure incurred on that part of the asset which
is not 10 be so used —

(a) does not exceed ten per cent of the total capital expenditure the
whole of the asset is deemed to be used for purposes qualified
under paragraph 1;

(b) exceeds ten percent but does not exceed seventy-five per cent of
the total capital expenditure then the portion of the total capital
expenditure qualifying for deduction under this Part shall be such
proportion of the expenditure as the part of the asset used for
purposes qualifying under paragraph 1 bears to the entire asset; or

(c) exceeds seventy-five per cent of the total capital expenditure then
the entire asset is deemed to be not used for purposes qualifying
under paragraph 1.

3. The Comptroller may require any document or other information he
deems necessary for the proper enforcement of this Schedule and failure to
provide any document or other information is sufficient cause to disallow any
investment tax credits to which any document or other information relates.

4. Where any property, in respect of which investment tax credits have
been granted under this Schedule is disposed of together with other assets for
a total consideration —

(a) which does not allocate separate prices for the separate items; or
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(b) which allocates either a nominal consideration to some assets, or
such consideration as, in the opinion of the Comptroller, does not
represent the true market value of those assets,

he may apportion the total consideration among the several assets in order to
arrive atatrue market value of those assetsin respect of which credits have been
granted and that value shall be taken to be the disposal value of the assets for
the purposes of this Schedule.

5. Where any asset in respect of which investment tax credits have been
granted under this Schedule are disposed of by the owner to a purchaser other
than by way of a transaction at arm’s length, the assets shall be deemed to have
been disposed of at market value and that value shall apply to both the vendor
and the purchaser.

PARTIII

AMOUNT OF THE INVESTMENT
TAX CREDIT

1. (1) Subject to paragraph 2, the amount of the investment tax credit
allowable in an assessment year shall equal ten per cent of the cost of
construction, acquiring or improving assets described in Part II paragraph 1
subparagraph (2), as modified by paragraph 1 subparagraphs (3), (4) and (5) of
Part II, which are put in use in the basis period for the year of assessment.

(2) Notwithstanding subparagraph (1) if an expenditure is incurred
with respect to an asset in a basis period which is after the basis period in which
the asset is put in use, the expenditure is allowable for the assessment year of
the later basis period.

2. The amount of the investment tax credit allowable under paragraph 1
shall not exceed the greater of fifty thousand dollars or fifty per cent of the
income tax liability of any person or company for an assessment year.

3. Any investment tax credits which are allowable under paragraph 2
shall be carried forward to the next years of assessment and treated as credits
qualifying under paragraph 1 subject to the limits of paragraph 2 in the later
assessment years until the credits have been fully allowed.

PART IV
DISPOSAL OF ASSETS

1. Where an investment tax credit has been allowed to any person with
respect to expenditures for the construction, acquisition or improvement of
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assets under this Schedule, and any such asset is disposed of in the basis period
for any year of assessment an investment disposal charge shall be made under
this Part.

2. Where the disposal value of an asset equals or exceeds the amount of
the expenditure with respect to which an investment tax credit was allowed the
investment disposal charge shall equal the amount of the investment tax credit
previously allowed in respect of that asset.

3. Where the disposal value of an asset is less than the amount of the
expenditure with respect to which an investment tax credit was allowed the
investment disposal charge shall be ten per cent of the disposal value of the
asset.

4. Theinvestmentdisposal charge made on any person shall be treated as
an income tax and shall be added to the income tax assessment for the year of
assessment in the basis period for which the asset is disposed of.

5. Where a person has been granted an investment tax credit in respect of
any asset and that person ceases to use the asset for a purpose qualifying under
Part Il paragraph 1, the cessation of use shall be deemed to be a disposal of that
asset and the investment disposal charge, based on the disposal value of the
asset at the time of cessation of the qualifying use, shall be imposed in the year
of assessment in the basis period in which the cessation of qualifying use
occurs.




