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About the Global Forum

The Global Forum on Transparency and Exchange of Information for Tax Purposes is the multilateral framework within which work in the area of tax transparency and exchange of information is carried out by over 90 jurisdictions which participate in the Global Forum on an equal footing.

The Global Forum is charged with in-depth monitoring and peer review of the implementation of the international standards of transparency and exchange of information for tax purposes. These standards are primarily reflected in the 2002 OECD Model Agreement on Exchange of Information on Tax Matters and its commentary, and in Article 26 of the OECD Model Tax Convention on Income and on Capital and its commentary as updated in 2004, which has been incorporated in the UN Model Tax Convention.

The standards provide for international exchange on request of foreseeably relevant information for the administration or enforcement of the domestic tax laws of a requesting party. Fishing expeditions are not authorised but all foreseeably relevant information must be provided, including bank information and information held by fiduciaries, regardless of the existence of a domestic tax interest or the application of a dual criminality standard.

All members of the Global Forum, as well as jurisdictions identified by the Global Forum as relevant to its work, are being reviewed. This process is undertaken in two phases. Phase 1 reviews assess the quality of jurisdictions’ legal and regulatory framework for the exchange of information, while Phase 2 reviews look at the practical implementation of that framework. Some Global Forum members are undergoing combined – Phase 1 plus Phase 2 – reviews. The ultimate goal is to help jurisdictions to effectively implement the international standards of transparency and exchange of information for tax purposes.

All review reports are published once approved by the Global Forum and they thus represent agreed Global Forum reports.

For more information on the work of the Global Forum on Transparency and Exchange of Information for Tax Purposes, and for copies of the published review reports, please refer to www.oecd.org/tax/transparency.




Executive Summary

1. This report summarises the legal and regulatory framework for transparency and exchange of information in Mauritius as well as practical implementation of that framework. The international standard, which is set out in the Global Forum’s Terms of Reference to Monitor and Review Progress Towards Transparency and Exchange of Information, is concerned with the availability of relevant information within a jurisdiction, the competent authority’s ability to gain access to that information, and in turn, whether that information can be effectively and timely exchanged with its exchange of information partners.

2. Mauritius is a small and open economy, dynamic, diversified and fully integrated into world markets. Financial services, including providers of services to the offshore sector, are the second pillar of the economy (in GDP). Today Mauritius has developed a legal and regulatory framework that gives its competent authority broad access to the full range of foreseeably relevant information. However, its access powers and enforcement remain to be tested in certain areas.

3. In line with the international movement towards more transparency and exchange of information, Mauritius recently has taken significant steps to enhance its exchange of information legal and regulatory framework. Mauritius is now able to exchange information on non-resident individuals and companies. There are accounting requirements for all Mauritius entities, resident and non-resident.

4. Mauritius has exchange of information mechanisms in force with 35 jurisdictions, which include most of its main trading partners, and continues negotiating new DTCs and TIEAs. While some of its oldest treaties do not meet the standard, most of them are under renegotiation. The Mauritian authorities also took preventive measures and introduced sanctions against alleged misuse of Mauritius’s treaty network. It is to be noted that Mauritius has never refused to sign an exchange of information agreement.

5. As a result of the steps taken, the legal framework for exchange is now largely in place, but also largely untested in practice, particularly concerning ownership and accounting information in the case of some of its offshore companies, since Mauritius did not exchange this type of information until July 2009.

6. Exchange of bank information is another area which is untested in practice. The assessment revealed that although bank secrecy does not prevent Mauritius’s authorities from accessing and exchanging information held by banks, its power to obtain information directly from the bank or through court order has remained so far untested. This too has raised concerns with some of Mauritius’s main treaty partners.

7. It is recognised that Mauritius is putting in place a national strategy for an efficient exchange of information system, and answers most requests within 90 days. The competent authority (Mauritius Revenue Authority) has created a team of professionals to answer exchange of information requests and is enhancing their professional capacities and methods to cope with difficult cases or complex requests. Mauritius’s competent authority has also signed memorandums of understanding with the public authorities that maintain relevant information. In particular, smooth communication and cooperation between the competent authority and the Financial Services Commission and the court will be key to address the two main issues of exchange of information on some offshore companies and bank information.

8. Given that the legal and regulatory framework of Mauritius in some aspects has not yet been tested in practice, and the element A.2 is not in place, the Global Forum will particularly follow-up the capacity of Mauritius to obtain and exchange ownership and accounting information on some of its offshore companies, as well as banking information. Further peer inputs and answers from Mauritius will be sought in 6 months of the adoption of the present report, to assess whether Mauritius exchanges these types of information effectively and in a timely manner.




Introduction


Information and methodology used for the peer review of Mauritius

9. The assessment of the legal and regulatory framework of Mauritius and the practical implementation and effectiveness of this framework was based on the international standards for transparency and exchange of information as described in the Global Forum’s Terms of Reference, and was prepared using the Global Forum’s Methodology for Peer Reviews and Non-Member Reviews. The assessment was based on the laws, regulations, and exchange of information mechanisms in force or effect as at August 2010, other information, explanations and materials supplied by Mauritius during the on-site visit that took place on 15-17 June 2010, and information supplied by partner jurisdictions. During the on-site visit, the assessment team met with officials and representatives of the relevant Mauritian public agencies, including the Mauritius Revenue Authority, the Financial Services Commission, the Registrar of Companies, the Bank of Mauritius, the Financial Intelligence Unit, and the Judiciary (see Annex 4).

10. The Terms of Reference break down the standards of transparency and exchange of information into 10 essential elements and 31 enumerated aspects under three broad categories: (A) availability of information; (B) access to information; and (C) exchanging information. This combined review assesses Mauritius’s legal and regulatory framework and the implementation and effectiveness of this framework against these elements and each of the enumerated aspects. In respect of each essential element a determination is made regarding Mauritius’s legal and regulatory framework that either: (i) the element is in place, (ii) the element is in place but certain aspects of the legal implementation of the element need improvement, or (iii) the element is not in place. These determinations are accompanied by recommendations for improvement where relevant. In addition, to reflect the Phase 2 component, recommendations are also made concerning Mauritius’s practical application of each of the essential elements. As outlined in the Note on Assessment Criteria, following a jurisdiction’s Phase 2 review, a “rating” will be applied to each of the essential elements to reflect the overall position of a jurisdiction. However this rating will only be published “at such time as a representative subset of Phase 2 reviews is completed”. This report therefore includes recommendations in respect of Mauritius’s legal framework and regulatory and the actual implementation of the essential elements, as well as a determination on the legal and regulatory framework, but it does not include a rating of the elements.

11. The assessment was conducted by an assessment team composed of three expert assessors and a representative of the Global Forum Secretariat: Ms. Eng Choon Meng, Deputy Director, Department of International Taxation, Inland Revenue Board of Malaysia; Mr. Raul Pertierra, Revenue Service Representative, Internal Revenue Service of the United States; Mr. Richard Thomas, Attorney Advisor, Office of Associate Chief Counsel, Internal Revenue Service of the United States; and Ms. Gwenaëlle Le Coustumer from the Global Forum Secretariat.




Overview of Mauritius

12. The Republic of Mauritius is located in the Indian Ocean, east of Madagascar. It consists of the island of Mauritius and several smaller islands and its population is close to 1.3 million. English is the official language but French and particularly Creole is more widely spoken. The Mauritian currency is the Mauritian Rupee (MUR, with a floating exchange rate of 1 euro for 40 rupees on 31 August 2010).

13. Mauritius is a small open economy diversified and fully integrated into world markets.1 The Mauritian Government promotes the diversification of the economy of the islands, as it considers that it can no longer rely on mass production and highly labour-intensive industries. This dynamism permitted a gradual diversification from sugarcane manufacturing to textile export activities in the 1970s, tourism in the early 1980s, and services in the 1990s. These activities today represent the four pillars of Mauritius’s economy with agriculture, manufacturing (mainly textiles), tourism, and financial services standing for 4%, 19%, 9% and 11% of Mauritius’s GDP respectively.

14. Mauritius created its offshore banking sector in 1988 and in an attempt to increase the clientele of offshore banks Mauritius introduced offshore companies in 1992. These entities later became known as Category 1 Global Business Licence companies (GBC1) and were introduced as an attempt to ensure that the well-educated Mauritian work force of lawyers and accountants had employment. Licensees must rely on Mauritian service providers called management companies which in turn employ Mauritians. Mauritius has a large double tax convention (DTC) network; GBC1s are taxable at an effective rate of 3% and can benefit from the DTCs. Subsequently Mauritius created a second category of global business licence (GBC2), dedicated to non-tax resident companies, in order to offer the full palette of offshore activities. Offshore activities represent 3% of GDP, and probably 5% when taking into account indirect benefits. Approximately 75% of GBC1s are investment holding companies, with investments mainly in the information and communication technologies sector (24%) and financial sector (14%). Although no statistics appear to exist, GBC2s are thought to be used mainly as investment holding and trading companies. In 2010, there were 143 licensed management companies, 9 500 GBC1s and 18 500 GBC2s. These numbers have declined slightly since 2008. Also offshore and onshore banking have now been reconciled into a single pool of 19 banks supervised by the Bank of Mauritius and regulated by the Banking Act 2004.2

15. The country’s main trading partners are India, France, the United Kingdom, the United States, and South Africa. Mauritius is signatory/ member to several bilateral and multilateral trade agreements, including the African, Caribbean, Pacific-European Union (ACP-EU) Partnership Agreement; the Southern Africa Development Community (SADC); the Indian Ocean Commission; and a Comprehensive Economic Cooperation and Partnership Agreement (CECPA) with India.


General information on the legal system

16. The Republic of Mauritius is a parliamentary democracy characterised by strong social, political and institutional stability. The President, elected by the parliament every five years, is the Head of State while the Prime Minister has full executive power. The Parliament is unicameral, multi-party and democratically elected every five years.

17. The single national Mauritian legal system is a hybrid system of civil law (substantive law including Code Civil, Code Pénal, Code de Commerce), common law (procedural law and “Stare decisis principle”) and constitutional law.3 The Judicial Committee of the Privy Council is the appellate body of last resort in the Mauritius legal system.




Mauritius general tax system

18. Mauritius’s general tax system underwent a reform aimed to rationalise preferential tax regimes, and primarily reduce taxes as a means of stimulating business, investment, employment and economic growth. This reform resulted in a significant rate reduction. Taxes were harmonised effective July 2006 to a flat rate of 15% (income tax, VAT). There is no tax on wealth in Mauritius. Mauritian residents (companies and individuals) are taxed on their Mauritius-source income and foreign-source income. Foreign-source income derived by individuals is taxable to the extent it is remitted to Mauritius. Resident companies are taxable on their Mauritius-source income and all foreign-source income, remitted or not. Profits derived by a branch of a foreign company are taxable as income tax but no tax is charged on profits remitted by a branch to its head office abroad. Dividends paid by a resident company are exempt from income tax in the hands of the shareholders, whether resident in Mauritius or elsewhere. Credit is allowed for foreign tax on the foreign source income of a resident of Mauritius against the Mauritius tax liability. Where a GBC1 does not present written evidence to the Mauritius Revenue Authority showing the amount of foreign tax charged, the amount of foreign tax is presumed to be equal to 80% of the Mauritius tax, reducing to an effective 3% tax rate on income. Non-residents are taxed on Mauritius-source income only. Companies are considered residents, and therefore taxable in Mauritius, if they are incorporated in Mauritius, or they have their central management and control in Mauritius (section 73). GBC2s are not considered to be resident in Mauritius and are not liable to tax. Corporate taxation concepts apply to companies and entities deemed to be companies for tax purposes, i.e. trusts, trustees of unit trust schemes and non-resident sociétés (partnerships). A resident société is not liable to tax. Instead, every associate of the société is liable to tax on his share of income, whether distributed or not. The Mauritius Revenue Authority (MRA) is responsible for the administration of tax policy, and for the assessment and collection of all taxes arising under the revenue laws. It administers and collects taxes due in Mauritius within an integrated organisational structure.




Mauritius and the standards

19. Mauritius has actively participated in the OECD’s work on standards for the exchange of information for tax purposes over the last decade. In May 2000, Mauritius made an advance commitment to the international standards for transparency and exchange of information, participating in the original Global Forum on Taxation established later that year. As an active member of the Working Group on Effective Exchange of Information, Mauritius assisted in developing the OECD Model Tax Information Exchange Agreements (TIEA) which was finalised in 2002.4

20. The Mauritian competent authority for incoming requests for exchange of information is the Director of the Large Taxpayers Department of the Mauritius Revenue Authority. The competent authority for outgoing requests is the Director-General of the MRA.

21. As of August 2010, Mauritius has bilateral DTCs which have entered into force with 35 jurisdictions (see Annex 2). Mauritius is negotiating new DTCs and has finalised its first TIEAs.

22. Over the last three years Mauritius has received a number of exchange of information (EOI) requests from nine of its treaty partners, with the majority being from India, followed by France and the United Kingdom.




Overview of the financial sector and relevant professions

23. As noted above, the financial sector started in the 1990s and is now one of the four pillars of Mauritius’s economy. The Mauritian authorities rely on their sound regulatory framework, and good quality service providers for the sector to continue growing despite the existence of taxes and the costs associated with the services provided. Mauritius considers that a good reputation will keep them highly competitive. The Mauritian offshore business sector also benefits from a privileged time zone between Europe and Asia. Additionally, Mauritian lawyers and accountants speak the two main languages used in Africa, a growing market for Mauritius’s companies; they are also familiar with both common law and civil law systems. Offshore activities represent 3% of GDP and approximately USD 100 billion of funds.

24. The three main constituents of the offshore sectors are GBC1s, GBC2s and management companies. The 143 licensed management companies primarily offer trust and corporate services to local and international clients (see paragraph 62 below). Among other things, they act as one of the directors of GBC1s, as local agent of GBC2s and as trustee of all Mauritian trusts performing international activities. The top-ten management companies account for 65% of the total turnover and 80% of the client-licensees. Accounting firms cannot act as management companies, to prevent conflicts of interests.

25. Generally, GBC1s are investment and passive holding companies, but also can be partnerships and trusts. Registered in Mauritius, these firms funnel investment into other countries. India is the primary destination for investments made by GBC1s, primarily because of the attractive conditions offered by the Mauritius-India DTC.5 Currently India still represents half of the activities of these companies, but new markets have emerged in Africa and Asia, and Mauritius’s financial sector seeks to become an African hub, thus maximizing its membership in regional organisations. GBC2 companies are mainly used for wealth management (e.g. estate trusts owning several GBC2s) and are not...
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