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NOTES ON USAGE OF TAX DEDUCTION TABLES

. These Tax Deduction Tables are prescribed under the provisions on the
Income Tax Act and issued in combination with the Employer’s Guide already
in use.

. An employer is obliged to use these tables for determining the tax to be
withheld from any payment of remuneration unless he has a Directive
(Form ITW 4) from the Commissioner General or written authority from the
Commissioner to use some other method.

. These Tables are to be used to calculate the tax to be withheld from any
payment of remuneration including the value of benefits made on or after 1
July 2011.

. Examples of use of these tables are provided. These examples do not
apply where the employer has received a Directive from the Commissioner
General. In such cases the instruction in the Direct ive must be followed.
These examples are specified in terms of the Act. Tax deduction Tables and
Tax rates used in the examples are those applying from 15t July 2011. The
examples do not exhaust all possibilities. If your problem is not answered,
please contact the Botswana Unified Revenue Service at the addresses
stated below.

. Where the term resident is used it is assumed that the Employer holds an
acceptable ITW 3 (Residence) completed by the employee.

. The only deduction allowable from Gross Remuneration is on contribution
made by the employee to an approved superannuation fund.

. Severance pay under the Employment Act and gratuities to citizens and
expatriates are to be dealt with as in example 8.

. Where tax has been deducted from gratuity payable to citizen employees in
accordance with the Act, it will not be necessary to seek a directive in ITW 6.
But both the payer and the employee should ensure that the employee does
not owe any amount to the Commissioner General.



Contact addresses and phone numbers

BURS Head Office
Private Bag 0013
Gaborone

Tel: 3638000/3639000
Fax: 363999/3953101

Toll Free phone: 0800 600 649

Website: www.burs.org.bw

E-mail: comms@burs.org.bw
Call Centre: 17649

BURS

Private Bag 38
Francistown
Tel: 2413635
Fax: 2413114

BURS
P.0.Box 219
Maun

Tel: 686 1321
Fax; 686 0194

BURS

P. 0. Box 263

Lobatse

Tel: 533 0566

Fax: 533 2477

BURS
P.0.Box 5
Jwaneng

Tel: 588 0695
Fax: 588 3438

BURS

Private Bag 13
Selibe-Phikwe
Tel: 2613699
Fax: 2614862

BURS

P. 0. Box 97
Palapye

Tel: 492 0388
Fax: 492 0784

BURS

Private Bag 0018
Ghanzi

Tel: 659 6456
Fax: 659 6468
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Part 1 Tax Deduction Tables
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Part 1 Tax Deduction Tables
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PART II

TAX DEDUCTION TABLE FOR RESIDENT EMPLOYEES
(From tax year 2011-12) July 2011 onwards

THIS TABLE IS TO BE USED ONLY FOR REMUNERATION PAID ANNUALLY
INSTRUCTIONS

1. Remuneration (REM) means any amount accrued to an employee (a) by way of wages, salary, leave pay,
fee, commission, bonus, gratuity or compensation; (b) commutation of moneys due under any contract of
employment or service; or (c) pension, lump sum payment or other benefit but does not include any amount
accrued to any resident individual in respect of services rendered where such amount does not exceed
annual rate of P600; (d) any other cash and non cash employee benefits. You may deduct the employee’s
contribution to an Approved Superannuation Fund. The deduction for any such contribution should not exceed
15% of Remuneration.

2. Apply the Remuneration (ignoring thebes) to Table below and deduct amount of tax shown.

TABLE |

PAYMENTS MADE ANNUALLY
Remuneration

More than but Less than Tax to be deducted

PULA PULA

0 36 000 Nil

36 000 72000 0 + 5% of the excess over P36 000

72 000 108 000 1800 + 12.5% of excess over P72 000
108 000 144 000 6300 + 18.75% of excess over P108 000
144 000 and above 13 050 + 25% excess over P144 000
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Part Il Tax Deduction Tables

TAX DEDUCTION TABLES FOR NON-RESIDENT EMPLOYEES

(From Tax Year 2011-2012) July 2011 onwards

For Monthly and Annual Pay Period

1. Remuneration (REM) means any amount accrued to an employee (a) by way of wages, salary, leave pay,
fee, commission, bonus, gratuity or compensation; (b) commutation of moneys due under any contract of
employment or service; or (c) pension, lump sum payment or other benefit but does not include any amount
accrued to any resident individual in respect of services rendered where such amount does not exceed
annual rate of P600; (d) any other cash and non cash employee benefits.

2. Apply Remuneration (ignoring thebes) to the appropriate table below and calculate the total amount of tax to
be deducted from the payment to be made, using the details in the right hand column.

No deduction for contributions to an Approved Superannuation Fund is allowed to Non-Residents.

Remuneration
More than but Less than

PULA PULA
0

6 000 9000
9000 12 000
Over 12 000

Remuneration
More than but Less than

PULA PULA
0 72 000
72 000 108 000
108 000 144 000
Over 144 000

TABLE I

PAYMENTS MADE MONTHLY

Tax to be deducted

6000 5% of every Pula

300.00 + 12.5% of the excess over 6000
675.00 + 18.75% of the excess over 9000
1237.5 + 25% of the excess over 12 000

PAYMENTS MADE ANNUALLY

Tax to be deducted

5% of every Pula

3600 + 12.5% of excess over 72 000

8100 + 18.75% of excess over108 000
14 850+ 25% of excess over P144 000
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Part Il Examples

EXAMPLES TO HELP TAXPAYERS’ UNDERSTANDING

EXAMPLE 1
RESIDENTS PAID DAILY

Resident employee paid P210 per day regularly

To determine tax to be withheld from a daily payment:

Step 1 -Turn to Daily Resident Tax Tables
Step 2 - Find in the Remuneration (REM) column the amount P210

Step 3 — Read from the adjacent Tax column the amount of tax to be withheld ~ P3.30

EXAMPLE 2
RESIDENTS PAID WEEKLY

Resident employee paid P1000 per week regularly.
To determine tax to be withheld from a week payment:

Step 1 -Turn to Weekly Resident Tax Tables
Step 2- Find in the Remuneration column the amount P1 000

Step 3 —Read from the adjacent Tax column. The amount of tax to be withheld P15.40

EXAMPLE 3
RESIDENTS PAID MONTHLY

Resident employees paid P3 200 per month regularly
To determine tax to be withheld from a monthly payment:

Step 1 - Turn to monthly Resident Tax Tables
Step 2 — Find in the Remuneration column the Amount of P3200

Step 3 — Read from the adjacent Tax column. The amount of tax to be withheld  P10.00

EXAMPLE 4
NON-RESIDENTS

Non~—citizen Director paid P7 000 per month regularly. No Form ITW 3 (residence) lodged with employer
To determine tax to be withheld from a monthly payment:

Step 1 - Turn to Monthly non—Resident Tax Table
Step 2 - Find the range of Remuneration including the amount of P7 000 P6 000 — P9 000
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Part Il Examples

Step 3 —Read from the adjacent Tax Column the first amount noted P300
Step 4 — Deduct from the payment to be made the lowest figure for the range

of remuneration in Step 2 P7 000 - P6 000 =P1000
Step 5 — Calculate the tax on the amount in Step 4 at the rate indicated in the

Tax Column at Step 3 P1000 @ 12.5% = P125.00
Step 6 — Add the amount in Step 3 to the amount in Step 5 to give the amount of

tax to be withheld P300 + P125 = P425.00
EXAMPLE 5

PAY PERIOD NOT IN TAX TABLES

Aresident employees is paid a salary at a rate of P3 000 per fortnight by equal amounts. To determine the tax to
be deducted from any payment:

NOTE:If any part of the pay period falls into the earlier tax year this does not affect the withholding tax. Tax is to
be withheld from any payment of remuneration as though that payment was due for the year in which it is paid.

Step 1 - Multiply the amount of the payment to be made i.e., P3000 by 26 (the
number of pay days in the year) P78 000

Step 2 — Turn to Annual Resident Tax table
Step 3 - Find the range of Remuneration which includes the amountin Step 1 P72 000 - P108 000

Step 4 - Read from adjacent tax column the First amount noted P1800.00
Step 5 — Deduct from the payment to be made the lowest figure of the range of
Remuneration in Step 3 (78 000 - 72 000) P6 000
Step 6 — Calculate the tax on the amount in step 5 at the rate indicated in the
tax column at Step 4 (P6 000 @ 12.5%) = P750.00
Step 7 — Add the amount in Step 4 to the amount In Step 6 to give the amount
of tax to be withheld for the year (1 800 + 750.00) P2 550.00

Step 8 - Divide the amount in Step 7 by the same factor used in Step 1 to leave
the amount of tax to be deducted from the Fortnightly payments (P2 550.00 / 26) = P98.07
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EXAMPLE 6
PAID REGULARLY WITH ADDITIONAL PAYMENT(S)

Resident employee in post at 1% July paid P4000 per month.
Bonus of one month’s additional salary to be paid in December
To determine the tax to be withheld from the bonus:

Step 1 - Calculate the total remuneration to be paid in the tax year excluding
the additional payment 12 x 4 000 P48 000

Step 2 — Add the additional payment to the amount in Step 1 P48 000 + P4000 = P52 000
Step 3 — Turn to Annual Resident Tax Tables

Step 4 — Determine the tax to be withheld from each of the amounts in Step 1
and Step 2 P48,000 P600.00
P52 000 P800.00
Step 5 — Determine the difference in the two amounts in Step 4 to leave
the tax to be withheld from the additional payment P200.00

EXAMPLE 7
PAID REGULARLY WITH INCREASE BACK-DATED TO A DATE IN A PRIOR TAX YEAR (See section
32(16) in the case of reinstated employees)

NOTE: Although the arrears relate to a previous tax year, the whole of the arrears are subject to withholding
in the year in which they are paid.

When an employee is paid an amount which relates to tax year(s) prior to the current tax year, the tax should be
deducted on the payment to the extent it relates to the prior tax year(s) as follows:

Example: Resident Employee was suspended from his employment on 1.1.2009 and was reinstated on 1.9.2011.
He receives on 1.9.2011 lump sum of P42 000, in addition to his regular remuneration, most of which relate to
previous tax years. The break up is given below:

Tax year 2009 P6 000

Tax year 2010 P12 000

Tax year 2011 P20 000 and

Tax year 2012 (from 1.7.2011 to 31.8.2011) P4 000

His remuneration for the above tax years, exclusive of the lump sum payment is as follows:

Tax year 2009 P34 000
Tax year 2010 P18 000
Tax year 2011 P22 000
Tax year 2012 P48 000 (remuneration @ P4,000 per month)

Step 1 —The amount of lump sum received by employee should be allocated on tax year basis (other than the
amount pertaining to the current tax year) as given above and added to the taxable income of each year
as computed in the assessment and if there is no assessment as computed by the employer.
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Remuneration including
Remuneration excluding Portion of lump sum the portion of the lump

Tax year lump sum relating to the tax year sum
2009 34 000 6 000 40 000
2010 18 000 12 000 30 000
2011 22 000 20 000 42 000

Step 2 -Compute the tax payable on the remuneration which includes the portion of the lump sum relating to that
tax year applying the rate applicable to that tax year.

Remuneration including

Tax Year the lump sum Tax thereon
2009 40 000 500
2010 30 000 nil
2011 42 000 600
Total tax for the three years 1100

Step 3 - Compute the tax payable for the previous years excluding the portion of lump sum payment relating to
those years.

Remuneration excluding the

Tax Year lump sum Tax thereon
2009 34 000 200
2010 18 000 nil
2011 22 000 nil
Total tax for the three years 200

Step 4 — Deduct the tax arrived at Step 3 from the tax computed in Step 2 P1100 - 200 = P900.00

This will be the tax deductible from that portion of the lump sum received on reinstatement which relates
to the previous tax years.

The tax on remaining part of the lump sum pertaining to the current tax yeari.e., P4 000 will be computed
as given in Example 6.

Applying the steps in example 6, the tax on additional remuneration pertaining to
tax year 2012 is P200.00

Tax to be withheld from additional remuneration relating to Previous tax years. P900.00

Total tax to be deduced from additional remuneration relating to previous
tax years and current tax years(P200 + 900) = P1100.00
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EXAMPLE 8
EMPLOYEE JOINS THE SERVICE IN THE MIDDLE OF THE TAX YEAR

(a) Resident employee employed on 1st April paid P6 000 per month

Step 1 - Calculate the total remuneration be paid in the tax year P6 000 x 3= P18 000
Step 2 — Turn to Annual Resident Tax Tables
Step 3 — Determine the tax to be withheld from remuneration P18 000 NIL

(b) Resident employee starts employment on 1st October paid P6 000 per month

Step 1 - Calculate the total remuneration be paid in the tax year P6 000 x 9 = P54 000
Step 2 — Turn to Annual Resident Tax Tables
Step 3 — Determine the tax to be withheld from remuneration P54 000 P900

Step 4 — Divide the tax on step 3 by the number of months to determine the
monthly tax deduction P900 divided by 9 = P100

Note: If the employer deducted tax without considering the period of employment in that tax year, the employee
should register as taxpayer and file the tax return in order to claim tax overcharged

EXAMPLE 9
SEVERANCE PAY, IN -SERVICE AND TERMINAL GRATUITY

An employee received severance pay of P18 000 during tax year 2012. His remuneration for tax year 2010 was
P30 000 and for tax year 2011 remuneration was P40 000. His remuneration, excluding the severance pay, for
tax year 2012 is P45 000 (One - third of severance pay, in-service or terminal gratuity is exempt and the balance
two third is taxable). The Commissioner General, if it is beneficial to employee, may apportion the taxable
gratuity equally over the period of employment or over three years including the year in which the severance pay/
gratuity is received. The employer must have the remuneration for the previous two tax years also).

Step 1 - Compute the amount of taxable severance pay by deducting one third of severance pay from the total
amount of severance pay received.

Severance pay received P18 000
Less: 1/3 thereof P6 000
Taxable severance pay P12 000

Step 2 — Proceed as in Example 6, to determine the tax due taking the amount arrived at in Step 1 as an
additional payment for tax year 2012. Remuneration including taxable severance pay (45 000 + 12 000)

= P57 000
Tax on P57 000 applying tax rates for tax year 2012. (See annual tax table for
resident employees) P1050.00
Remuneration excluding severance pay P45 000
Tax on P45 000 applying tax rates for tax year 2012 P450.00
Tax on severance pay (additional amount) (P1050 — P450) P600
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Step 3 - Divide the taxable severance pay by 3 (P12 000/3) = P4000

Step 4 - Proceed as in Example 6 to determine the tax due on the amount arrived at in Step 3, as additional
amount for each of the three tax years — 2010, 2011 and 2012.

Tax Year 2010

Remuneration including taxable severance pay — (P30 000 + 4 000) = P34 000
Tax thereon applying rates for tax year 2010 P200
Remuneration excluding taxable severance pay P30 000
Tax thereon applying rates for tax year 2010 Nil
Tax on severance pay (200 -nil) for tax year 2010 P200
Tax Year 2011

Remuneration including taxable severance pay — (P40 000 + 4 000) = P44 000
Tax thereon applying rates for tax year 2011 P700
Remuneration excluding taxable severance pay P40 000
Tax thereon applying rates for tax year 2011 P500
Tax on severance pay (700 -500) for tax year 2011 P200
Tax Year 2012

Remuneration including taxable severance pay — (P45 000 + 4 000) = P49 000
Tax thereon applying rates for tax year 2012 P650
Remuneration excluding taxable severance pay P45 000
Tax thereon applying rates for tax yea 2012 P450
Tax on severance pay (650 -450) for tax year 2012 P200

Step 5 — Add the amounts of tax on additional amount (severance pay) for the three tax years as determined in
step 4 above.

Tax year 2010 P200
Tax year 2011 P200
Tax year 2012 P200
Total tax on severance pay for three years = P600

Step 6 — The lesser of the amount arrived at in Step 2 and Step 5 will be the tax
to be deducted from the severance pay = Tax to be deducted P600

NOTES In a case where the citizen employee is in receipt of gratuity, in service or otherwise, claims exemption
under section 32 (7) on investing the gratuity in an approved superannuation fund, the above example
will not apply.
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EXAMPLE 10
IRREGULAR PAYMENT AT REGULAR INTERVALS

Resident employee paid regularly each month.

Monthly payments includes some amount which varies each month e.g. commission, overtime etc.
Amount paid in the tax year to date:

(a) in first month of employment, salary 3000 plus commission P500
(b) in second month of employment, salary 3000 plus commission P700

To determine tax to be withheld against second payment:

Step1 — Use Resident monthly Tax Table.

Step 2 — Add remuneration already paid in the tax year to the payment now to be

made (P3500 + P3700) P7 200
Step 3 — Divide the Remuneration in Step 2 by the number of month payments

already made plus one (P7 200 divided by 2) P3 600
Step 4 — Determine the tax to be withheld from the remuneration in Step 3 by

using Example 3 P30.00
Step 5 — Multiply the tax in Step 4 by the divisor in Step 3 i.e. multiply by 2 P60.00
Step 6 — Record actual tax in withheld from first payment P3 000 (P3000 + P500) P25.00

Step 7 — Deduct the tax in Step 6 from that in Step 5 to leave the amount to be
withheld from the second payment P35.00

NOTES: Whilst it is not incorrect to withhold tax in accordance with the Tax Tables against each separate payment

the above method spreads the tax evenly. You may also use the spread back table as given separately
in next page with the above examples worked out.
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SPREAD BACK SHEET FOR COMPUTATION OF TAX ON IRREGULAR AMOUNTS PAID
REGULARY (WHERE AMOUNT VARIES EACH MONTH)

SPREAD BACK JUL AUG SEPT |OCT NOV DEC JAN FEB MAR |APR MAY |JUN
Salary this month 3000 [3000

Commission this month 500 | 700

Pay this month (1 + 2 3500 [3700

above)

Total pay to date (Row 3500 |7200

3 +Row 4 of previous

month)

Months elapsed 1 2

Average pay (Row 4/ Row |3500 |3600
S)

Average Tax (Tax on 6 25 30
above as per Tax Table)

Average Tax by months 25 60
elapsed (Row 7 x Row 5

Tax Due to Date 25 60
Tax paid to date (total 0 25
of Rows 11 of previous

columns)

Tax to be deducted this 25 35

month (Row 9 - Row10)

69



Part Il Examples

EXAMPLE 11
OCCASIONAL IRREGULAR PAYMENT (S) CAUSING THE RATE OF REMUNERATION TO EXCEED
P36 000 PER ANNUM (P3000 PER MONTH)

A. Resident employee paid regular at P2600 per month. Payment of P300 to be made for overtime in November
(i.e. P2 900 in that month) To determine tax to be withheld from the November payment:

Step 1 — Calculate the Annual Remuneration (including overtime) (P2 600 x 12) + P300 =P31 500

As the Remuneration for the year is estimated to be less than P36 000 no tax is to be withheld from the November
payment.

B. In the same case, the employee is also to be paid bonus of P20 000 in December (i.e. P22 600 in that
month). To determine the tax to be withheld from the December payment.

Step 1 - Calculate the Annual Remuneration (P2 600 x 12) + P300 + 20 000 = P51 500
Step 2 — Turn to the Annual Resident Tax Tables
Step 3 — Find the range of Remuneration including the amount of P51 500 P36 000 — P72 000
Step 4 — Read from the adjacent Tax Column the first amount noted. 0
Step 5 - Deduct from the payment to be made the lowest figure of the range of Remuneration

in Step 3 (P51 500 - P36 000) P15 500
Step 6 — Calculate the tax in the amount in Step 5 at the rate indicate in the

Tax column in Step 4 (P15 500 at 5%) P775.00
Step 7 — Add the amount in Step 4 to the amount in Step 6 to give the amount of tax to

be withheld (PO + P775.00). P775.00

NOTE: This is the amount of tax to be withheld from the December bonus
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EXAMPLE 12
Tax to be deducted where Tax Free remuneration is paid (Refer to Paragraph 8 of the Fifth Schedule)

Resident employee paid tax-free salary of P6 000 per month as from July 2011. What is the monthly tax
deduction?

Tax is to be deducted applying the provisions of Para 8 of the Fifth Schedule.

Under Para 8 of the Fifth Schedule the tax payable on the remuneration will also be added to remuneration for
the purpose of withholding tax.

The following Grossing up Tax Table to be applied where remuneration is paid tax free;

Resident Individuals

More than But not exceeding Amount

36 000 70 200 0 + 5/95 of the excess over P36 000

70 200 101 700 1 800 +12.5 /87.50 of the excess over 70 200
101 700 130 950 6300+ 18.75/ 81.25 of excess over 101 700
130 950 and over 13 050 +25 /75 of excess over P130 950

Non- Resident Individuals

More than But not exceeding Amount

0 68 400 5/95 of the excess over 0

68 400 99 900 3600 +12.5/87.5 of excess over P68 400
99 900 129 150 8100 +18.75/81.25 of excess over 99 900
129 150 and over 14 850 + 25/75 of excess over P129 150

The computation of tax deductible by the employer on the tax free remuneration can be done as follows:
Step 1 — Annualise the remuneration: (6000 x12) = P72 000
Step 2 — Compute the tax payable on this applying the grossing up table for Residents individuals:

Tax payable applying grossing up tax table:

On first P70 200 = P1 800
On balance P1800 at 12.50 / 87.50 of the same: P257.14
Tax payable P2 057.14

Step 3 - Divide the tax computed above by 12 as the salary is paid monthly

Tax to be deducted every month: 2 057.14 /12 = P171.42
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EXAMPLE 13
Computation of Tax where employer provided benefits to Employees: (Employer may please refer to

Part lll of this Table on Valuation of benefits)

Employee is provided with the following benefits by the Employer in addition to payment of salary of P6 000 per
month for the tax year commencing on 1st July 2011.

i) Rent free housing — Rateable value of the house is P80 000

i) School fee of children — P2000 (annual)

i) Contribution to medical benefit. P3000 (annual).

iv) Provision of motor car for personal use. Cost of the car is P60 000; Fuel
expenses met by the employee.

(v) Loan of P160 000 at the interest rate of 5% per annum

Step 1 - Annualise the salary P6, 000 x 12 = P72 000
Step 2 — Compute the value of the benefits for the whole year.
(i)  Rent free housing —10% of Rateable value — 80,000 x10% = P8 000
(i) School fees P2 000
(i) Medical benefit contribution (Exempt under Section 32(2) Nil
(iv) Value of benefit of motor car:

Refer to motor car benefit table

Cost of car P60 000 — Falls in the range of 51 000 to 100 000 and the value of the
benefit is P5 000.

Since the fuel cost is borne by the employee an amount of P2 000 has to be reduced

from the value of the benefit . Value of the benefit is (P5 000 — P2 000) = P3 000

(v) Value of benefit of concessional loan: P8 000
(Please see note below for explanation)

Add the value of benefits for the whole year which amounts to P21 000

Step 3: Add the annual salary in step 1 and the annual value of benefits.

In Step 2- (72 000 + 21 000) P93 000
Step 4: Divide the total remuneration by 12 (93 000/12) P7 750
Step 5: Refer to monthly table for resident employee and note the tax deductible

against P7 750.

The tax deductible is P368.75

NOTE: In the case of interest free or low interest loans, the difference in the amount of any preferential rate
of interest and the normal commercial rate currently prevailing would be the value of the benefit. The normal
commercial rate of interest under the guideline issued by the Commissioner General is the bank rate of interest
as announced by Bank of Botswana as on the first day of the tax year. In the above example, the interest for tax
year is assumed to be 10%. The difference in interest rate is 5.%. (10% - 5%). The difference in the amount for
tax year 2010 is 5% of 160 000*10% — (160 000 * 5%) P8 000.00
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While applying the difference between commercial rate of interest and the preferential rate of interest the Botswana
Unified Revenue Service will take the same method of computation of interest which covers the loan transaction
between the employer and the employee. For example, if the employer computes the interest on monthly balances,
the same method will be applied. Similarly if the Employer applies Equated Monthly Installments (EMI) or interest
on annual balances, the same method will be adopted in computing the difference in the amount of interest. If the
agreement does not specify the method of charging interest, interest should be applied on daily balances on basis of
employee’s loan account for the tax year.

EXAMPLE 14
Tax to be deducted from payment of retrenchment package by the Employer. (Section 32(14) of the
Income Tax Act).

Employee receives retrenchment package of P61 000 during tax year 2012. His remuneration for the year other
than retrenchment package is P80 000. His remuneration for tax years 2010 and 2011 are P90 000 and P100
000 respectively. Compute the tax to be deductible from the retrenchment package.

Section 32(14) was introduced by the Income Tax (Amendment) Act 1999 as amended. One third of the amount
of retrenchment or the amount equivalent to the threshold, whichever is greater, will be exempt from tax and
the balance will be included in Employment Income. The Income Tax Act gives the option to the Commissioner
General to either include the entire taxable amount in the year of accrual or spread it over three years including
the year of accrual provided the option exercised by the Commissioner General is favorable to the taxpayer.

Step 1 - Retrenchment package received P61 000

Step 2 - Deduct one third of retrenchment package received or P36 000 (the threshold limit — the maximum
amount of income not subject to tax) whichever is greater. One third of retrenchment package is P20
333. The threshold limit for tax year 2011/12 is P36 000. The greater of the amount is P36 000.

Step 3 - Deduct from the retrenchment package the amount in step 2 — P61 000 less P36 000 = P25 000. This
is the taxable retrenchment package.

Step 4 - Compute the tax on taxable retrenchment package for tax year 2012 taking it as additional amount
following example 6.
Remuneration including taxable retrenchment package for tax

year 2012 — (P80 000 + P25 000) P105 000
Tax on thereon applying tax rate applicable to tax year 2012 P5 925.00
Remuneration excluding taxable retrenchment package - P80 000
Tax on P80 000 applying rates for tax year 2012 P2 800
Tax on taxable retrenchment package P5 925.00 - P2 800.00 = P3125.00

Step 5 - Compute the tax on additional amount for tax years 2010, 2011 and 2012 taking one- third of taxable
retrenchment package for each of the three years as additional amount. (1/3 of P25 000 i.e. P8 333).

Tax Year 2010

Remuneration including taxable retrenchment package — (P90 000 + P8 333) = P98 333
Tax thereon applying rates for tax year 2010 P6 812.43
Remuneration excluding taxable retrenchment package P90 000
Tax thereon applying rates for tax year 2011 P5250.00
Tax on retrenchment package (6812.43 -5 250) for tax year 2010 P1562.43
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Tax Year 2011
Remuneration including taxable retrenchment package (P100 000 + 8 333) = P108 333
Tax thereon applying rates for tax year 2011 P8 687.43
Remuneration excluding taxable retrenchment package P100 000
Tax thereon applying rates for tax year 2011 P7 125.00
Tax on retrenchment package (8 687.43 -7125.00) for tax year 2011 P1562.43
Tax Year 2012
Remuneration including taxable retrenchment package — (P80 000 + 8 333) = P88 333
Tax thereon applying rates for tax year 2012 P3841.62
Remuneration excluding taxable retrenchment package P80 000
Tax thereon applying rates for tax yea 2012 P2 800.00
Tax on retrenchment package (3 841.62 — 2800) 2800) for tax year 2007 P1041.62
Step 6 — Add the tax on the additional amount of retrenchment package distributed over three years arrived at
in Step 5 above.
Tax year 2010 — Tax on additional amount of retrenchment package = P1562.43
Tax year 2011 - Tax on additional amount of retrenchment package = P1 562 .62
Tax year 2012 — Tax on additional amount of retrenchment package = P1041.62

Total tax on additional amount for the three years — (1 562.43+1562.43+1041.62) = P4 166.48

Step 7 — The lesser of the two amounts in step 4 and step 6 will be the tax to be withheld from
the retrenchment package paid in tax year 2011/12.  The lesser of the two amounts
is the amount in Step 4 i.e. P3 125.00

EXAMPLE 15
VARIATION FROM TAX DEDUCTION TABLES

An employee may request the employer to deduct from his remuneration an amount of tax greater than that
required to be deducted under the tables, in cases where he (employee) is also in receipt of other income e.g.
pension, income from part time employment and rental income.

Example

Employees’ paid remuneration of P10 000 per month

Employee also receives pension of P3 000 per month

Employee lodges form ITW 5 with the employer requesting for additional tax to be deducted from remuneration.

Step 1 - Calculate the Annual Remuneration (excluding the additional payments) (P10 000 x 12)=P120 000

Step 2 — Add monthly pension payments to the amount n Step 1 ((P3 000 x 12)+ 120 000 P156 000
Step 3 — Turn to the Annual resident tax table
Step 4 — Compute the tax to be withheld from the amounts in Step 2 (P13 050 + P3 000) P16 050
Step 5 — PAYE on remuneration and pension. Deduction per month after

lodging ITW 5 ( P16 050/12) P1 337.50
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TAX DEDUCTION TABLES
VALUATION OF BENEFITS

A. VALUATION OF BENEFITS - GENERAL

1) Non-cash benefits have to be included in the remuneration of the employees and the tax tables given in Part |
of this brochure for tax year 2010/2011 and onwards have to be applied for the calculation of the tax payable
under the PAYE system.

The following guidelines have been prepared for the use of the employers in quantifying the non-cash benefits
and taxing them under the PAYE system by applying the PAYE TAX DEDUCTIONS TABLES.

2) The non-cash benefits that have become liable to PAYE tax are as follows:

i.  Value of any quarters or residence provided by the employer rent-free or at reduced rent.
ii. — School fees borne or paid by the employer

jii. ~ Value of the use of the company car provided by the employer for personal use.

iv.  Value of utilities provided or paid for by the employer

v.  Value of interest on interest free or concessional loans granted by the employer

vi.  Any other benefits granted by the employer

3) The quantification of the above benefits are to be calculated as follows:

i.  Value of any quarters or residence provided by the employer —

a)

Rateable properties — 10% of the rateable value of such property at commencement of the tax
year.

Properties which became rateable properties in the course of the tax year after the completion of
the current valuation — 10% of the interim rateable valuation made of such property.

Non-rateable properties — 8% of the current capital valuation.

Properties provided for a period of less than 12 months — such amount either under paragraph (a)
(b) or (c) as the case may be as bears to that amount to the same ratio as that period bears to 12
months.

Provided that:
(i) inthe case of any quarters or residence provided during any tax year to an employee whose

employment income, excluding the value of quarters or residence, for that tax year does not
exceed that portion of the taxable income upon which in terms section 56 no tax is leviable,

the value of the quarters or residence shall be deemed to be nil; and
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(i) in any other case, the amount deemed to be the value to an employee of any quarters or
residence provided for him in any tax year shall be not greater than -

(a) where the quarters or residence is provided for the whole of a tax year, the excess of the
relevant percentage of his employment income excluding the value of any quarters or
residence, for that year up to a maximum of 25% of such income, over any amount payable
by him as rent for the quarters or residence during that year; or

(b) where the quarters or residence is provided in the tax year for a period less than 1 months,
the excess of the relevant percentage of his employment income, excluding the value of the
quarters or residence, for that period up to a maximum of 25% of such income, over any
amount payable by him as rent for the quarters or residence during that period.

(Employers may also refer to the Income Tax (Employment Income) Regulations and the housing benefit table
for ascertaining the value of the housing benefit provided to employees. This is printed in page 73 and 74 of this
Tax Table. For other benefits please refer to the Circular to Employees dated 1 June 2001 as amended issued
by the then Commissioner of Taxes. This is printed in page 70 of this Tax Table and guidance note).
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i)

Vi)

School fees borne or paid or reimbursed by the employer:

a)  Full amount of the fees borne or paid by the employer
b)  Full amount of the fees reimbursed by the employer.
c) The market value of the benefit whichever is higher.

Value of the use of the company car provided by the employer:

a) Please refer to the circular dated 1.6.2001 as amended issued by the then Commissioner General
which is applicable from 1st July 2001.

Value of utilities provided or paid for or reimbursed by the employer e.g. house help, telephone, water,
electricity etc.

a) Full value of the expenditure borne by the employer or paid on behalf of the employee by the
employer.

b)  The amount reimbursed by the employer.

c) The market value of the benefit whichever is higher.

Value of interest accrued in respect of interest reduced loans granted by the employer

a)  Full value of interest that has accrued to the employee on the basis of interest charged and the
prevailing commercial rate of interest. The commercial rate of interest to be taken for this purpose is
the bank rate of interest as declared by Bank of Botswana as on 1st July of the tax year concerned.
For the tax year 2012, the bank rate of interest as announced by Bank of Botswana for commercial

banks as on 1st July 2011 will apply.
Any other benefits

Full value of other benefits granted to the employee will be:
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(i)  cost to the employer of the benefits provided or
(if)  the amount reimbursed to the employee in respect of the benefit by the employer.
(i) market value of the benefits whichever is higher.

In case of doubt the employers may seek clarification from the Commissioner General.

4) The application of the tax tables for the deduction of tax are to be applied as follows:

a) Quantify the value of non-cash benefits as given in paragraph 3
b) In case of daily paid employees:
i.  Divide the annual non-cash benefits already calculated by 250 days or by the remaining number of
days within the 250 days for that tax year.
i.  Add the benefit to the daily remuneration.
iii. — Apply the relevant tax table to determine the tax.
c) Inthe case of weekly paid employees:
i.  Divide the annual non-cash benefits already calculated by 52 or by the remaining number of weeks
within the tax year.
ii.  Add the benefit to the weekly remuneration.
iii. — Apply the relevant tax table to determine the tax.
d) Inthe case of the monthly paid employees:
i) Divide the amount of non-cash benefits already calculated by 12 or by the remaining months within
the tax year.
i) Add the benefit to the monthly remuneration.
i) Apply the relevant tax table to determine the tax.
e) Inthe case of annually paid employees:
i) Add the annual non-cash benefits already calculated to the annual remuneration.
i) Apply the relevant tax table to determine the tax.
5) Examples
a) Resident paid daily

Resident employee paid P170 per day regularly. He is also given rent-free accommodation and its value
for the whole year as computed applying the method detailed in paragraph 3 amounts to P7 756.

Step 1 - Calculate the value of rent-free accommodation provided for the tax year;
Step 2 — Divide P7 756 by 250 = P31

Step 3 — Add P31 to P170 = P201
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Step 4 — Find in the Remuneration (REM) column the amount of P201.
Step 5 - Read frm the adjacent tax column the amount of tax to be withheld = P2.85

Resident paid weekly:

Resident paid P1 000 per week regularly. He is also given rent-free accommodation and its value for
the whole year as computed applying the method detailed in paragraph 3 amounts to P520. (applying
the housing benefit table).

Step 1 —Calculate the value of rent-free accommodation provided for the tax year. P520
Value of free quarters = P520

Step 2 —Divide P520 by 52= P10

Step 3 —Add P10 to P1 000 = P1 010

Step 4 -Find the Remuneration (REM) column the amount of P1 010 under the Weekly Tax Tables.
Step 5 —Read the adjacent column the amount of tax to be withheld = P15.90

Resident paid monthly:

Resident employee paid P5 800 per month regularly. He is also given a rent-free accommodation and
the rateable value of the property is P30 000. The water bills borne by the employer is P1 000. He is

provided with a vehicle, cost of which is P50 000 and it is provided for use without any recovery towards
fuel costs

Step 1 - Calculate the total of non-cash benefit for the tax year.

Value of rent free accommodation P3 000
Water bills borne by the employer P1 000
Value of benefit on use of motor vehicle P2 500
Total P6 500
Step 2 - Divide P6 500 by 12 P541
Step 3 —Add P541 to P5 800 P6 341

Step 4 - Find in the Remuneration column relating to monthly tax tables for the amount of P6 341.

Step 5 — Read from the adjacent column the amount of tax to be withheld = P192.63.

6)
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This annexure also allows for any adjustments by the employer during the last three months of the tax
year of any tax deducted in excess or under deducted for that tax year. Such adjustments should be
made known to the Commissioner General by the employer with the annual withholding tax return to be
submitted.

Keneilwe Morris
Commissioner General
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CIRCULAR TO ALL EMPLOYERS

REF: I1SD 65 I 1t June 2001

B. EMPLOYMENT INCOME - BENEFITS

1.

Car Benefit

The employee benefit from private use of employer owned vehicles have been revised with effect from 15 July
2001 and will be as provided in the following table:

Cost of Vehicle Employee’s Benefit Full Cost Adjustment
1- 50000 2500 1000
51 000 — 100 000 5000 2000
100 001 - 150 000 7500 3000
150 001 - 200 000 10 000 4000
Benefit on the excess of P200 000 will be 15% thereof. The fuel
200 001 and above cost adjustment will be restricted to P5 000.

Where the cost of fuel is paid for by the employee the fuel cost adjustment is deducted from the benefit, but
where the fuel cost is borne by the employer the full benefit is taxable.

2.

Furniture and Furnishing

The benefit is based on the cost of furniture and furnishing supplied by the employer. No benefit is
assessable if the cost of furniture and furnishing does not exceed P15 000 but where the cost exceeds
P15 000, the assessable benefit is 10% of the excess. This is also effective from 1%t July 2001.

Interest free or low interest bearing loans:

Under Section 32(1) (e), the difference in the amount of any preferential rate of interest granted to the
employee and the normal commercial rate currently prevailing would be the value of the benefit. To
ensure uniformity in the application of this provision, the normal commercial rate of interest is taken to be
equal to the bank rate of interest as on 1% July of the tax year as announced by the Bank of Botswana.
In computing the benefit, the same method of charging of interest by the employer on the loan would
be applied. For instance, if the interest is charged by the employer on the monthly balances, the same
method would be followed. However, where interest is not charged with reference to any fixed period
equal to or less than a year, the interest would be computed on the outstanding daily balance as reflected
in employee’s loan account.
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Medical Contributions

The employer’s contributions to a Medical Benefit Fund on behalf of his employee up to an amount equal
to 100% of the required contributions shall not become taxable in the hands of the employee. .

Share savings or share option schemes:

Where an employee is given the benefit of joining the share savings or share option scheme, the difference
between the market value of the shares at the time the option was exercised and the cost incurred by
the employee under the scheme would be the value of the benefit. Employers are requested to furnish
the full details of the scheme and seek directive from the Commissioner General on the valuation of the
benefits provided to the employees under such schemes.

Valuation of other benefits:

Where the cost of the benefit provided is met fully or partly by the employer, the value of the benefit will
be:

(i) the cost to the employer of the benefit;

(i) the cost reimbursed by the employer;

(i) the market value of the benefit i.e. the cost that would have been incurred by the employee to
obtain the same benefit had it not been provided by the employer; whichever is higher.

Keneilwe Morris
Commissioner General
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Supplement C - Botswana Government Gazette dated 15" June 1990 C.159
STATUTORY INSTRUMENT NO. 43 — of 1990

INCOME TAX ACT
(Cap. 52:01)

INCOME TAX (EMPLOYMENT INCOME) REGULATIONS 1990
(Published on 15" June 2001)

IN EXERCISE of the powers by section 141 of the Income Tax Act, the Minister of Finance and
Development Planning hereby makes the following Regulations-

Citation and These Regulations may be cited as the Income Tax

application (Employment Income) Regulations, 1990 and shall apply
to the assessment of employment income for the tax year
commencing on the 15t July 1990 and for all subsequent tax

years.

Current 1. The current capital valuation referred to in section

Capital 30(3)(c) of the Income Tax Act shall be calculated by
Valuation multiplying P250 by the gross floor area in square meters of

the quarters or residence concerned (that is to say the total
floor area measured over all external and internal walls), as
at the commencement of the tax year, or as at the date of
completion of the construction of the property in question if
such completion occurred during the tax year:

Provided that, where the Commissioner is satisfied
that, by reason of the standard of building, an
excessive current capital valuation results, he shall, in
place of the factor of P250 apply such smaller factor,
but being not less than P170, as he considers fit and

reasonable.
Relevant 3. The relevant percentage of employment income,
percent- excluding the value of the provided quarters or
age of residence, of an employee for the purpose of
employment paragraph (ii) of the proviso to section 30 (3) of the
income Income Tax Act shall be 1% of the amount in respect

of which the rate of tax in Table 1 of the Eighth
Schedule of the Act is zero, plus 0.25% of every
additional amount P100, subject to a maximum of
25% of such employment income.

Made this 7th day of June 1990

F.G. Mogae
Minister of Finance and Development Planning
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Part Ill Valuation of Benefits

HOUSING BENEFIT TABLE (Tax Year 2011 — 12 onwards)
FROM PULA 36 100 TO PULA 45 600

Relevant| Housing Relevant| Housing Relevant|  Housing
Income| Percent| Benefitt Income| Percent| Benefitt Income| Percent Benefit
36100 1.25%| 451.25] 40100] 11.25%| 4,511.25| 44100, 21.25%| 9,371.25
36200 1.50%| 543.00f 40200] 11.50%| 4,623.00] 44200| 21.50%| 9,503.00
36300 1.75%| 635.25 40300 11.75%| 4,735.25] 44300| 21.75%| 9,635.25
36400 2.00%| 728.00f 40400] 12.00%| 4,848.00] 44400| 22.00%| 9,768.00
36500 2.25%| 821.25| 40500 12.25%| 4,961.25] 44500| 22.25%| 9,901.25
36600 2.50%| 915.00f 40600] 12.50%| 5,075.00] 44600| 22.50%)|10,035.00
36700 2.75%| 1,009.25| 40700| 12.75%]| 5,189.25| 44700| 22.75%|10,169.25
36800 3.00%| 1,104.00f 40800] 13.00%| 5,304.00] 44800/ 23.00%)|10,304.00
36900| 3.25%| 1,199.25| 40900| 13.25%| 5,419.25] 44900| 23.25%|10,439.25
37000] 3.50%| 1,295.00f 41000] 13.50%| 5,535.00] 45000 23.50%|10,575.00
37100 3.75%| 1,391.25| 41100] 13.75%] 5,651.25] 45100] 23.75%|10,711.25
37200 4.00%| 1,488.00] 41200] 14.00%| 5,768.00] 45200 24.00%)|10,848.00
37300 4.25%| 1,585.25| 41300| 14.25%] 5,885.25] 45300| 24.25%|10,985.25
37400 4.50%| 1,683.00 41400] 14.50%| 6,003.00] 45400 24.50%) 11,123.00
37500 4.75%| 1,781.25] 41500, 14.75%)| 6,121.25| 45500 24.75%]| 11,261.25
37600 5.00%| 1,880.00f 41600] 15.00%| 6,240.00] 45600 25.00%) 11,400.00
37700 5.25%| 1,979.25| 41700| 15.25%| 6,359.25
37800 5.50%| 2,079.00 41800, 15.50%] 6,479.00
37900| 5.75%| 2,179.25] 41900| 15.75%| 6,599.25
38000] 6.00%| 2,280.00f 42000, 16.00%] 6,720.00
38100 6.25%| 2,381.25| 42100| 16.25%| 6,841.25
38200 6.50%| 2,483.00f 42200, 16.50%] 6,963.00
38300| 6.75%| 2,585.25| 42300| 16.75%| 7,085.25
38400 7.00%| 2,688.00f 42400, 17.00%| 7,208.00
38500| 7.25%| 2,791.25| 42500| 17.25%| 7,331.25
38600 7.50%| 2,895.00f 42600, 17.50%] 7,455.00
38700| 7.75%| 2,999.25| 42700| 17.75%| 7,579.25
38800 8.00%)| 3,104.00] 42800, 18.00%| 7,704.00
38900] 8.25%) 3,209.25] 42900, 18.25%| 7,829.25
39000 8.50%) 3,315.00 43000, 18.50%| 7,955.00
39100f 8.75%)| 3,421.25] 43100, 18.75%] 8,081.25
39200 9.00%)| 3,528.00 43200, 19.00%| 8,208.00
39300 9.25%) 3,635.25] 43300, 19.25%] 8,335.25
39400 9.50%) 3,743.00 43400, 19.50%| 8,463.00
39500] 9.75%| 3,851.25] 43500 19.75%] 8,591.25| Where employment income
39600 10.00%| 3,960.00] 43600, 20.00%| 8,720.00| excluding the housing benefit is
39700] 10.25%| 4,069.25] 43700[ 20.25%)| 8,849.25| in excess of P45 600 the housing
39800[ 10.50%]| 4,179.00] 43800] 20.50%) 8,979.00| benefit for the purposes of the
39900[ 10.75%] 4,289.25] 43900] 20.75%)| 9,109.25| proviso to (ii) to section 32(3) is
40000/ 11.00%| 4,400.00] 44000, 21.00%] 9,240.00| 25% of such income.
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PART IV

May 2011

ITW 1999/2000 HAS BEEN DELETED BECAUSE IT IS REFERS TO 100% EXEMPTION ON GRATUITIES PAID TO
NON-CITIZENS. THIS HAS BEEN SUPERSEDED BY SECTION 32(11) OF INCOME TAX OF 1995. WE DO NOT
EXPECT ANY PAYMENT RELATING TO TAXYEAR PRIOR TO 1 JULY 1999. HOWEVER GRATUITY FOR NON-
CITIZEN IS CALCULATED AT 25% ON FIRST CONTRACT, SECOND IS 27.5% AND THIRD AND SUBSEQUENT
YEARS 30% ON GROSS SALARY

ALLOWANCES FOR EMPLOYEES

The following is a list of allowances payable to Employees categorized as Taxable and non-Taxable, it does not include
certain allowances which are due in terms of special legislation e.g. Parliamentary Allowances: these allowances are
allowable provided they are reasonable, commensurate with the duties to be performed and are paid wholly, exclusively,
necessarily for the purpose of performance of the duties by the employees.

TAXABLE NON-TAXABLE
Frontier Subsistence
Local Commuted Subsistence
Radio Operations Extra duty

Meal Out of Pocket
Abattoir Bicycle

Grading Donkey

Night duty Horse

Bonus Car kilometreage
Overtime Transfer
Reporters Uniform
Interpreters Travel concession
Supplementary Duty Travel
Responsibility Plain Clothes
Acting Foreign Service
Utilities

Housing

Special Duty

Education

Car

Contract Addition

Band

Foot & Mouth

Trade Pay

Police

Medical

M.D. In charge

District Officer

Head Master

Assistant Headmasters

Head of Department (Teachers)
Lecture

Telex Operator

Training

Flying

Note: This list is not exhaustive




Part IV Tax Deduction Tables

PAYMENTS MADE ANNUALLY
RATES FOR TAX YEARS 2006/2007 TO 2010/2011

RESIDENT INDIVIDUALS

TABLE |
Remuneration
More than but Less than  Tax to be deducted

PULA PULA

0 30 000 Nil

30000 60 000 0 + 5% of the excess over P30 000

60 000 90 000 1500 + 12.5% of excess over P60 000
90 000 120 000 5250 + 18.75% of excess over P90 000
120 000 and above 10 875 + 25% excess over P120 000

NON-RESIDENT INDIVIDUALS
TABLE Il

a) PAYMENTS MADE MONTHLY

Remuneration
More than  but Less than Tax to be deducted

PULA PULA

0 5000 5% of every Pula

5000 7500 250 + 12.5% of the excess over 5000
7500 10 000 562.50 + 18.75% of the excess over 7500
Over 10 000 1031.25 + 25% of the excess over 10 000

b) PAYMENTS MADE ANNUALLY

Remuneration
More than but Less than Tax to be deducted

PULA PULA

0 60 000 5% of every Pula

60 000 90 000 3000 + 12.5% of excess over 60 000
90 000 120 000 6 750 + 18.75% of excess over 90 000
Over 120 000 12 375+ 25% of excess over P120 000
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