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“

We aim to analyse
the
critical
tax
provisions introduced
by the Finance Act
2021”

A Finance Act is enacted yearly to amend the multiple tax laws in Sierra
Leone. Over the years, the principal focus of Finance Acts has been to
increase tax revenues. Although the Finance Act 2021 follows this trend,
this Finance Act includes some provisions that intend to improve Private
Sector Development due to some private sector engagement and input.
In this our first publication of the yearly Highlights and Analysis of a
Finance Act, we aim to analyse the critical tax provisions introduced by the
Finance Act 2021, providing a background of the changes made, and what
it means for businesses. We will also provide information on the business
community's compliance adjustments to ensure that they are compliant
with their tax obligations.
In this document, we have sectioned the analysis of Finance Act 2021 into
eights (8) parts: Personal Income Tax, Corporate Income Tax, Goods and
Services Tax, Import Taxes and Excise Duty, Tax on Digital Services,
Special Exemptions and Reliefs, Penalties, and Other Taxes and
Impositions.

Finance Act 2021 Highlights and Analysis

3

Highlights of Finance Act 2021
Personal Income Tax (PIT)
§

In the Finance Act 2019, a tax of 30% was imposed on yearly leave allowance
if it was more than the employees' gross monthly salary. In this Finance Act,
that tax burden is increased, as the tax is now imposed on the excess of leave
allowance above the basic monthly salary.

§

The Small and Micro Enterprise (SME) Tax Regime introduced in the Finance
Act 2013 is further simplified by introducing a singular 3% tax rate on
turnover for these businesses instead of multiple turnover rates.

Corporate Income Tax (CIT)
§

The Finance Act 2018 imposed a new tax of 30% on retained earnings in
excess of 50% post-tax profit. Although the private sector has highlighted that
this provision stifles business expansion, the tax remains and is now reduced
to 10% in the Finance Act 2021.

§

The transfer pricing provision of the Income Tax Act 2000 has been replaced
to give more powers to the National Revenue Authority (NRA) to
recharacterise transactions that are not deemed to be on an arm’s length
basis. Also, since Sierra Leone does not have detailed transfer pricing
regulations, the Finance Act 2021 as the Finance Act 2020 includes a
provision that gives power to the Minister of Finance to make transfer pricing
regulations.

Goods and Services Tax (GST)
§

With the imminent introduction of Electronic Cash Registers (ECRs) that will
be installed in businesses that are registered for GST, the Finance Act 2021
introduces provisions for the administration of the ECR.

§

For GST, the NRA now has the power to remotely capture information from
some businesses including casinos, money market operators, mobile network
providers and utility service providers.
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§

Financial Services provided by banks are now exempted.

§

The supply of renewable energy from mini grid-connected solar power is
exempted from GST.

Import Taxes and Excise Duty
Multiple Import Duty and Excise Duty rate adjustments were made to protect
local industries.
§

Import Duty. To encourage the production of flour products in Sierra Leone,

including bread, wheat's import duty rate was reduced from 10% to 0%. Also,
to protect current local producers of medicated soap, the import duty rate
was increased to 20%.
§

Excise Duty. To protect producers of palm oil products such as vegetable oil,

margarine and medicated soap, import excise duty at multiple rates were
introduced. Also, the excise duty rate is reduced for beer produced using local
ingredients such as cassava, maize and barley.

Tax on Digital Services
With the advancement of technology, and more citizens accessing digital
services, Sierra Leone, like many countries, introduces tax measures on tax the
digital economy. The Income Tax and GST digital tax measures introduced in the
Finance Act 2021 are:
§

A new minimum tax of 1.5% on the turnover of all digital and electronic
transactions is introduced.

§

For GST purposes, the definition of taxable supplies has been expanded to
include digital market supply or digital services through a digital marketplace.

Special Exemptions and Reliefs
To encourage business growth, several tax incentives were introduced in the
Finance Act of 2021. The notable ones are:
§

Corporate Income Tax rate for Manufacturing Companies outside the Western
Area is reduced to 15%.
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§

The Capital Gains Tax rate is reduced to 25% to match the CIT rate reduced in
2020.

§

In addition to making expenses relating to donations to good causes and
social services allowable for tax purposes, an additional 25% Corporate Social
Responsibility credit is provided for businesses that invest in free and quality
school education; children welfare; natural disasters and disease outbreaks;
and maternal child health.

§

Small and Micro Enterprises registered between 1st January 2021 to 31st
December 2023 are exempted from paying Income Taxes for the first year of
registration.

§

Tourism Establishments registered with the National Tourism Board are
exempted from paying Income Taxes for the period 1st January 2021 to 31st
December 2023.

Penalties
Various penalties were introduced in this Finance Act, including penalties for not
providing information to NRA, increase in penalties for not filing an Income Tax
return, penalties for impeding tax administration and not registering with the
NRA. Also, a fine was introduced for not providing information for a Customs
Post-Clearance Audit.

Other Taxes and Impositions
Notable new impositions introduced in this Finance Act 2021 are an obligation
to register for taxes with the NRA; multiple new administrative measures that
increase the burden for professional service providers; an obligation by mining
and oil companies to submit royalty return, an estimate of resource rent tax and
a return of resource rent tax as part of the Revenue Administration Act 2017; and
an obligation for exporters to repatriate 30% of the income they receive from the
export of products such as coffee, cocoa, cashew nut, palm oil, vegetable oil and
fisheries products within three months of export.
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At The Betts Firm, we offer Tax Advisory Services to ensure
our clients comply with all their tax obligations in
accordance with Sierra Leone tax laws; Accounting Services
including preparing Financial Statements and providing
virtual accountants; Business & Investment Advisory
including preparation of business plans and proposals; and
Regulatory Advisory Services including advising on various
government regulations and liaising with government
departments on behalf of our clients.
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1 Personal Income Tax
Personal Income Tax (PIT) is part of the income tax family, levied on the salaries,
wages, and other types of income of individuals. In Sierra Leone, it is also referred to
as Individual Income Tax. PIT includes Pay As You Earn (PAYE) Tax paid by
employees and tax paid by businesses under the Small and Micro Enterprise
Regime. However, any income tax paid by individuals from their income is PIT.
In the Finance Act 2021, there are three notable changes that impact the income
tax of individuals.

Leave Allowance

SME Tax Regime

Transporters & Alluvial
Mining

Tax on leave allowance was

The Small and Micro

The tax rules have changed

increased as the non-taxable

Enterprise Regime is further

for individuals engaged in

threshold is now basic

simplified with a singular tax

transportation and alluvial

monthly salary and not gross

rate on turnover of 3%

mining

monthly salary

TAX ON LEAVE ALLOWANCE
Prior to 2019, under an agreement brokered by the Sierra Leone Labour Congress
for over a decade, leave allowances were not taxable under Sierra Leone’s Income
Tax Law. However, under the Finance Act 2019, a tax at 30% (which is the highest
marginal tax rate for individuals) was levied on any excess leave allowance above
the employees' gross monthly salary. Therefore, under those rules, if an employee is
paid a leave allowance that equals the basic salary and all their allowances, the
leave allowance was not be taxable.
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In the Finance Act 2021, the burden
of taxation for leave allowance has
increased for employees. Henceforth,
any leave allowance that exceeds the
basic monthly salary is taxable at 30%.

Compliance Implications
§ Employees paid leave allowance
based on their gross salary or an
amount that exceeds their basic
salary will pay tax on the excess
amount at 30%.
§ Although leave allowance is paid
yearly in most cases, employers
should
note
that
the
tax
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calculation is on the basic monthly
salary. In circumstances where
leave allowance is split and paid
monthly, there will be a tax on
leave allowance if the cumulative
leave allowance for twelve (12)
months exceeds the employee's
basic monthly salary.
§ Employers should pay the tax on
leave allowance, if any, with the
PAYE tax in the same month the
leave allowance is paid to the
employee.

SME TAX REGIME
The Small and Micro Enterprise (SME) Tax Regime was introduced in 2013 to
simplify taxation for small and micro enterprises with turnover between Le 10
Million to Le 350 Million. Before 2013, all small businesses had the same income tax
obligations as medium or large businesses, resulting in higher compliance costs.
The Finance Act 2013 simplified income taxation on small and micro enterprises by
requiring these enterprises to only account for a turnover tax at varying rates,
depending on their turnover level.
This year, the SME Tax Regime is further simplified by introducing a singular
turnover rate of 3%.

Compliance Implications
§ Small and Micro Enterprises will not have to calculate their tax at multiple rates
depending on their turnover.
§ Since most Small and Micro Enterprises have a yearly assessment period as 1st
January to 31st December, income tax paid by SMEs from 2021 will be 3% of
their total turnover for the year.

10
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§ The SME Regime still applies to businesses with turnover levels between Le 10
Million and Le 350 Million.
§ The SME Regime excludes Property Owners, Persons in Employment, Companies
and Professional Service Providers.
§ Small and Micro Enterprises are still required to send a revenue estimate, pay
quarterly instalment payments during the year, and file income tax returns.

TAX ON TRANSPORTERS AND ALLUVIAL MINERS
There is a slight change in the taxation of income of Transport Service Providers,
including taxi, mini-taxi (kekeh) and motorbike (okada) owners; and individuals
dealing in alluvial gold, diamond and sand-based exporting mining activities.
Previously, these individuals were taxed at the higher of the amount of tax
calculated under the SME Regime, and the multiple rates specified under
Paragraph 2 and 3 of Part V of the Income Tax Act 2000 as amended.
Under the new rules, these individuals are taxed at the higher of the following:
1. The amount of tax calculated under the SME Regime, i.e. 3% of Annual Turnover;
2. The amount of tax calculated on their business income as individuals, using the
personal income tax rates, which are the same as PAYE rates; or
3. The multiple rates specified under Paragraph 2 and 3 of Part V of the Income Tax
Act 2000 as amended.
For example, taxis, kekehs and okadas pay an annual income tax of the higher of Le
200,000, tax calculated using the PAYE rates, or 3% of their annual turnover.
However, in practice, these individuals pay the fixed fees stated in the law, i.e. Le
200,000.

Compliance Implications
§ Unlike other persons who pay quarterly instalment payments of income tax,
administratively the NRA requires these individuals to pay their taxes at the start
of the year.
§ These individuals should keep records of their turnover if the NRA decides to use
the law's provisions to tax them.
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2 Corporate Income Tax
The Finance Act of 2021 includes numerous amendments that impact the tax paid
by companies. Previously, the significant change from 2020 is the reduction of the
Corporate Income Tax (CIT) rate from 30% to 25%. Under this part, we have
included three changes to the income tax law that impacts companies – the
change in the interest expense rules, a reduction on the tax on retained earnings
from 30% to 10%, and new transfer pricing rules.
There are other Corporate Income Tax changes in the Finance Act 2021 which have
been included under the Special Exemptions and Reliefs part of this document.
These include reducing the CIT rate for manufacturing companies established
outside the Western Area and allowing group members to claim other group
members' losses.

INTEREST EXPENSE
The Original Interest Expense Provision in Income Tax Act 2000
The interest expense provision has changed several times from the original Income
Tax Act 2000. When the law was enacted in 2000, the provision had various
elements:
i.
Businesses that are not banks could deduct 80% of their interest cost as an
expense.
ii. The only limitations were that the deduction didn’t apply to:
o interest expense that is included in the adjusted cost base of an asset, or
o when borne on a loan from a shareholder or his associate to the extent of
the interest of one half the excess of that loan over the shareholder's paid-up
shares.

Changes made in Finance Acts of 2013 and 2016
Further changes were made in the Finance Acts of 2013 and 2016. These include:
i.
Considering interest receivable (financial gain) under a financial instrument by
institutions such as banks.

12
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ii.

iii.
iv.
v.
vi.

Including restrictions to the amount of interest cost that is deductible. For these
financial institutions, they are limited to deduct interest cost as an expense to the
amount of financial gains plus 50% of income excluding interest receivable
(financial gains) or deducting interest payable (financial cost).
The interest cost that is denied may be carried forward to subsequent years,
except where there is a change in control of a company.
The NRA was given the power to make regulations prescribing the circumstances
under which financial costs may be set against the financial gain.
For other taxpayers not receiving interest from a financial instrument, they could
still claim 80% of their interest cost as an expense.
Definitions for financial cost, financial gain and financial instrument were added.

Changes made in Finance Act 2021
This year, the new interest expense provision includes the following elements:
i.
The limitation to the amount of interest cost deductible by financial institutions
remains. However, the interest cost deductible is now limited to the amount of
financial gains, plus 30% of the total income. Although the percentage has been
reduced from 50% to 30%, it is now calculated on a more extensive total income
base, instead of income excluding interest receivable (financial gains) or deducting
interest payable (financial cost).
ii. In calculating the deductible interest expense, taxpayers cannot include the
following:
o Financial gains derived from the disposal of assets;
o Capital allowance deductions for depreciable assets;
o Allowable losses of the business; and
o Losses from the disposal of assets.
iii. Interest cost denied as a result of the limitation can be:
o Carried forward and treated as incurred during the next year;
o Used in the order in which they are incurred; and
o Cannot be carried forward for more than five years.
This 5-year limit restricts the period in which interest costs can be carried forward.
iv. With this new provision, interest cost can be carried forward to subsequent years,
with no restriction as before where there is a change in control of a company.
v. The power to make regulations prescribing the circumstances under which
financial costs may be set against financial gain is now with the Minister of Finance
and not the NRA.
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TAX ON RETAINED EARNINGS

In 2018, a tax on retained earnings of 30% was
introduced. The tax is levied on the retained earnings
that exceed 50 per cent of post-tax profit.
This provision is challenging for the
business
community
for
the
following reasons:
§

repatriate funds out of Sierra Leone
through dividends.
§

The provision limits business expansion if
funds are used to pay dividends.

§

Since earnings are by definition after-tax,
so are retained earnings, so taxing them
would mean taxing the same money
twice, which is double taxation.

§

With fewer funds for expansion, the
provision impacts cash flow, leading to
companies seeking loans at higher
interest rates.

It causes capital outflow as
foreign corporations may seek to

The tax on retained
earnings is reduced to
10%.”

10%
The tax on retained earnings
that exceed 50 per cent of
post-tax profit is reduced
from 30% to 10%.

Although the tax on retained earnings is
now 10%, it is still challenging for
companies and limits business expansion
for the reasons stated above. The business
community has called for the repeal of
this provision.

13

14

Finance Act 2021 Highlights and Analysis

TRANSFER PRICING
As trade becomes more global, and with the expansion of foreign direct
investment into Sierra Leone, the transfer pricing provision has been adjusted to
solidify the use of the arm’s length principle for transactions between associated
persons.
Last year, the only change made to the transfer pricing provision was for the
Minister of Finance to make transfer pricing regulations. It must be noted that
although Sierra Leone doesn’t have transfer pricing regulations, the enactment of
these regulations is imminent. The Ministry of Finance and the NRA are developing
these regulations; therefore, multinationals should be ready for this change.
The fundamental changes made in 2021 are as follows:
§ Clarity on the arm’s length principle, to ensure that associated persons
undertake transactions as if they were between independent persons. These
transactions include prices and other terms, and structure and
characterisation of transactions.
§ The NRA can now disregard transactions between associated persons, and
use the arm’s length principle, if they believe it wasn’t done as if it was
between independent persons in the same circumstances. These
adjustments by the NRA includes recharacterising debt financing as equity
financing.
§ Regarding the disclosure of transactions between associated persons,
companies are now required to disclose the following to the NRA:
i.
The relationship with the associated persons;
ii.
The value of the transaction;
iii.
The transfer pricing method used to ascertain that the pricing of the
transaction is in accordance with the arm’s length principle; and
iv.
The financial data derived from comparable transactions used in the
transfer pricing method.
§

Multinationals should be aware
of
the
imminent
transfer
pricing regulations and new
disclosure requirements.”
- Alfred Akibo-Betts
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§ The transfer pricing provision now includes a definition for:
Transaction – an arrangement, scheme, undertaking, promise,
i.
understanding, dealing or plan.
Associated persons – parent or holding companies, subsidiary
ii.
companies, associates, or joint ventures, irrespective of their residential
status for tax purposes.

Compliance Implications
§

§
§

§

§

The use of the arm's length principle can be subjective, and the current
provision provides little guidance on how transfer prices should be
established in concrete situations. Therefore, until the transfer pricing
regulations are enacted, the NRA will deem a transaction as arm’s length if
undertaken at standard fair market prices.
Multinationals should be ready for the imminent transfer pricing regulations
developed by the Ministry of Finance and NRA.
The disclosure requirements for associated person transactions are now
extensive. The NRA has not specified how these disclosures should be made
or its format. However, companies can make these transactions as a Note in
their Financial Statements. This disclosure is important as the NRA now has
the powers to review these transactions during audits.
Even though currently not specified under the Income Tax Act 2000, it is
probable that there could be penalty provisions in the transfer pricing
regulations for non-disclosures.
The definition for associated persons captures an extensive list of associates;
therefore, multinationals investing in Sierra Leone should be aware of this
definition.
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3 Goods and Services Tax
FOUR (4) KEY GST CHANGES
1

Clarification of the rules relating to refund of GST for
relieved persons.

2

The introduction of rules regarding the administration of
the Electronic Cash Registers (ECRs).

3

Introduction of NRA’s power to remotely directly
capture information from some businesses including
casinos, money market operators, mobile network
operators and utility service providers.

4

The deletion of the requirement for GST
businesses to request the issuance of a GST
Credit or GST Debit Note from suppliers.

Other significant GST changes in the Finance Act 2021, include GST on digital
services; GST exemptions for financial services provided by financial institutions
such as bank and electricity provided through renewable energy from mini gridconnected solar power. These are analysed under other parts of this document.

REFUNDS FOR RELIEVED PERSONS
Relieved persons do not pay GST in line with the Third Schedule of the GST Act
2009. These persons include the President of Sierra Leone, Foreign Embassies &
Missions, International Agencies, Organisations and Companies that have special
agreements ratified by Parliament.
Before 2020, relieved persons were allowed to buy goods and services without
paying GST, using the GST Relief Purchase Order (GRPO). However, in 2020, the
rule was changed, requiring relieved persons to pay the GST to their suppliers
and claim a refund from the NRA.
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In 2021, there is no fundamental
change. The only difference is to
clarify what is required of relieved
persons. The requirements for a
relieved person include:
1. To pay the GST charged by their
suppliers.
2. Make a request to the NRA for a
refund to be paid within 90 days of
the request.
3. Provide evidence of the payment of
GST.

Compliance Implications
§ This provision impacts cash flow for
relieved organisations as in some
instances they would have to pay
substantial upfront amounts of
money to suppliers when acquiring
goods and services.
§ Relieved organisations can only

claim a refund for GST paid on
expenses
relating
to
the
organisation's operation, as GST
with a private element will be
rejected.
§ Evidence of payment includes the
Government Printed GST invoice, or
the
Electronic
Cash
Register
receipt
(when
ECRs
become
operational).
In
some
circumstances, the NRA permits
businesses to use their invoice
system; in that case, the NRA will
allow that invoice to be used as
evidence.
§ The request should be made on a
special
refund
request
form
developed by the NRA. All the
pieces of evidence should be
attached to the refund request
form.

ELECTRONIC CASH REGISTERS (ECRs)
To increase the amount of revenue
collected,
the
NRA
is
implementing the deployment of
Electronic Cash Registers. The rules
relating
to
ECRs
were
first
introduced in 2020. Although ECRs
are not yet in operation, the
Finance Act 2020 required GST
registered businesses to maintain
an electronic cash register to

invoice and record all transactions.
Also, taxpayers must issue a GST
invoice either from an ECR or the
government-issued GST invoice
booklet.
ECRs installed at GST
registered businesses will
be digitally connected to
the NRA for real time
data capture

17
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This year, the additional rules include:
1. A GST Invoice can also be issued from an automated system of the NRA.
2. GST registered businesses to report any issue of breakdown or fault of the ECR
to the NRA within 24 hours, for timely repairs or replacement.
3. Penalties for non-use, misuse or tampering of the GST register, and reporting
any breakdown or fault.
4. Permission to use an alternative receipting system if there is a breakdown or
fault.

Compliance Implications
§ GST registered taxpayers should be aware of the imminent implementation of
ECRs.
§ ECRs will be digitally connected to the NRA servers for direct data capture.
§ The NRA will use data captured by ECRs as vital information for GST and
Income Tax compliance. Therefore, taxpayers should ensure that data from
their ECRs tallies with their GST returns, Financial Statements and other
returns.
§ There are multiple penalties for non-compliance to rules for the administration
of the ECR.

REAL TIME DATA CAPTURE BY NRA
To increase tax compliance, the NRA now has power to digitally connect to various
businesses to capture data in real time.
Casinos

These
include
casinos and other
related
gaming
facilities.

Money Market
Operatives

Mobile Network
Operators

Utility Service
Providers

Money
market
operators such as
Banks, MoneyGram,
Western Union, RIA,
Afro
International
and Forex Bureaus

All
the
mobile
phone
operators
and Internet Service
Providers can be
impacted

Electricity Distribution
& Supply Authority,
Electricity Generation
&
Transmission
Company
and
Independent
Power
Producers
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Compliance Implications
§ This NRA power automates the extraction, analysis, and crosschecking of large
volumes of data from the taxpayer’s accounting system.
§ Direct electronic data capture will give NRA access to all transactions in realtime.
§ NRA can use data captured to raise assessments for all taxes, including GST
and Income Taxes.
§ NRA can use this information to increase their data analytics capabilities, that
will provide information on other taxpayers that do business with these
businesses.

GST CREDIT AND DEBIT NOTES
GST CREDIT
NOTE

When the amount shown on an invoice as the GST
charged exceeds the GST properly chargeable.

GST DEBIT
NOTE

When the GST properly chargeable in respect of the
supply exceeds the amount shown on an invoice as the
GST charged

Suppliers issue GST Credit and Debit Notes to enable their customers to
make GST adjustments for GST overpaid or underpaid.
Finance Act 2021 Change

This year’s Finance Act removes the customers' ability to request a GST
Credit or Debit Note from suppliers and the obligation for suppliers to
comply within 30 days.
Compliance Implications

Without GST Credit and Debit Notes, taxpayers that pay input GST on their
purchases may not be able to make GST adjustments if they have
underpaid or overpaid GST. This inability to make adjustments may either
result in them losing money or being non-compliant for GST purposes.

19
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4 Import Taxes & Excise Duty
Import Taxes include Import Duty (at varying rates
according to the Harmonised System of the World
Customs Organisation), Import Excise Duty (varying rates
or specific), Withholding Tax on Import (5%), Import Goods
and Services Tax (15%) and ECOWAS Tax (0.5%).
The fiscal changes made in Finance Act 2021 for Import
Duty and Excise Duty are a mix of encouraging the
manufacturing sector's growth in Sierra Leone and
increasing customs revenue.
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IMPORT DUTY

0%

5%

To
encourage
the
production of flour used to
make bread, the Import
Duty for Wheat is reduced
from 10% to 0%.

With
the
imminent
implementation
of
Electronic Cash Registers,
the
import
duty
is
increased from 0% to 5%

IMPORT EXCISE DUTY
In the Finance Act 2021, various import excise duties were
introduced to protect manufacturing companies in Sierra
Leone that produce vegetable oil, soap, margarine, nail and
beer.

10%

Vegetable Oil imported
for retail purposes in
packings of 5 kilograms
or less

10%
Margarine imported into
Sierra Leone attracts an
import excise duty of
10%

20%

Soap
and
other
byproducts
from
the
production of vegetable oil
attracts an excise duty of
20%

5%
Nails, including wire nails,
steel nails and roofing nails
now attract an import
excise duty

ALL THE ABOVE IMPORT EXCISE DUTIES ARE NEW

21
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EXCISE DUTY ON LOCALLY MANUFACTURED BEER
To protect the local manufacturing of beer, the Finance Act 2016 imposed high
excise duties on beer imported into Sierra Leone. Although the import excise duty
rates were reduced in 2018, they were still higher than import excise duty levied
on locally produced beer.
To further enhance local beer production and encourage the use of local
products in the manufacturing process (sorghum, cassava, maize, sugar and
barley), the Finance Act 2021 reduces the excise duty on locally produced beer
from 20%.

5%
8%
12%
15%
Compliance Implications

Use of 80% locally produced raw
materials
Use of 70% to 80%
produced raw materials

locally

Use of 60% to 70%
produced raw materials

locally

Use of 50% to 60%
produced raw materials

locally

§ By introducing these fiscal measures, it is hoped that these products' local
production will increase, as they become more expensive to import.
§ By protecting the local manufacturing sector, employment will increase, and it
may also boost exports from Sierra Leone, which will positively impact our
foreign currency challenges.
§ Importers of vegetable oil, palm olein, soap, nail and margarine will now have
to pay import excise duty on these products.
§ Although the intention of the import excise duty on palm olein is to promote
local production, it may also harm companies producing palm oil products.
When there is a shortage of palm olein raw material, companies import, which
may increase their costs by paying import excise duty. This extra cost can only
be mitigated if manufacturers have special exemption relief for import taxes.
§ The reduced rate of excise duty for beer production using local raw materials
may increase these materials' use.

Finance Act 2021 Highlights and Analysis

5 Tax on Digital Services
As many countries seek to increase tax revenue resulting from their citizens
accessing more digital services, Sierra Leone, like many countries, introduces
tax measures that tax the digital economy. The digital tax are Income Tax and
GST.
Minimum Turnover
Digital Tax

WHT on Digital
Services

GST on Digital
Services

A new minimum
turnover tax of 1.5%
for
online
digital
transactions
on
universal income of
resident taxpayers

Withholding Tax of
5.5% (residents) and
10.5%
(nonresidents) applies to
contractors
that
provide
digital
services

GST now applies to
digital
services
including through
e-platforms,
downloadable
content, music, film
etc.

MINIMUM TURNOVER TAX ON ONLINE & DIGITAL TRANSACTIONS
Although resident taxpayers will be required to pay income tax on their income
depending on their status – individuals (using the rates specified under the First
Schedule of the Income Tax Act, i.e. PAYE rates) or the SME Regime (see Section
1); and companies at 25%; if they provide online and digital services, the
income tax payable is the higher of the new turnover tax of 1.5% or the tax
calculated using normal rules.
Example
Company X is a resident company in Sierra Leone that provides online and digital services to customers in
Sierra Leone and other countries. After preparation of its audited accounts, the Corporate Income Tax
calculated is Le 20 Million. However, the company’s turnover for the year is Le 1.5 Billion, which results to a
minimum turnover digital tax at 1.5% of Le 22.5 Million. Therefore, the Corporate Income Tax payable by
Company X is Le 22.5 Million.
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WHT ON DIGITAL SERVICES
In addition to other Withholding
Taxes on Contractors, WHT at the
rate of 5.5% (residents) and 10.5%
(non-residents) will be deducted
from the fees, commissions, and
other related business benefits
payable for digital services. This
WHT applies to e-commerce, peerto-peer, advertising-based, agency
or subscription-based platforms.

Compliance Implications
§ Organisations acquiring digital
services should withhold tax at
varying rates depending on the
service
provider's
residential
status.
§ The obligation to withhold rests
with the payer of the fees to the
supplier. There are penalties for
not withholding taxes.
§ It will be challenging to withhold

tax
from
payments
made
through a digital platform if the
service providers automatically
collect their fees with the payer
having no control over amounts
paid. For example, if individuals
use debit or credit cards to pay
for online digital transactions,
they will have no control over
how much will be deducted
from their card. This will be
particularly challenging if the
digital service provider is a nonresident. The NRA will have to
provide guidance as to how this
will be implemented.
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GST ON DIGITAL SERVICES
Like other African countries such as South Africa, Ghana, Nigeria and Kenya, Sierra
Leone is also making a significant change in the GST legislation by making digital
services taxable. The Finance Act 2021 includes the following regarding GST on
digital services:

1
2

New Definitions added for advertising-based platform, agency platform,
digital marketplace, e-commerce platform, peer-to-peer platform and
subscription-based platform.
Making the supply of digital services provided through the various
platforms a taxable supply.

Although the Finance Act 2021 makes specific mention of all these taxable digital
services, these services have always been taxable under the GST Act 2009, if the
place of supply is Sierra Leone provided by GST registered taxpayers in Sierra
Leone.
If the provisions' intention is to collect GST from overseas digital platforms such as
Google, Apple, Facebook, Amazon, and Netflix, this can be challenging. The law
doesn’t clarify how these digital multinationals will register for GST in Sierra Leone
as they have no physical presence in the country.

Compliance Implications
§ The definitions bring clarity to the type of digital services that will attract GST.
Therefore, businesses providing these services should be aware of the change.
§ Local e-commerce platforms that meet the GST turnover threshold of Le 350
Million will have to charge GST for their platforms' services.
§ Administratively it will be challenging to collect GST from digital service
providers that are not resident in Sierra Leone, as they are not registered for
GST in Sierra Leone.
§ The NRA should provide guidance on how to administer this new provision.
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6 Special Exemptions & Reliefs
The Finance Act 2021 includes numerous special exemptions and reliefs that
reduces the tax liability for businesses and reduce the tax burden on citizens.
These special exemptions and reliefs are categorised into Income Tax, Goods
and Services Tax Exemptions and Other Reliefs.

INCOME
TAX

The Income Tax Reliefs and Exemptions include reducing CIT for
manufacturing companies outside the Western Area, and Income
Tax Exemption for tourism establishments and newly formed SMEs.

GST
EXEMPTIONS

GST exemptions for banks' financial services, off-grid solar electricity,
teaching & learning materials, environmentally friendly activities,
wheat and flour.

OTHER
RELIEFS

The Other Exemptions and Reliefs include credit for employing
female employees in management, and an import duty exemption
for passports, national identification cards & incorporation certificates.

INCOME TAX EXEMPTIONS AND RELIEFS
1.1

Reduction of Corporate Income Tax (CIT) for Manufacturing Companies
Outside the Western Area

From 1st January 2020, all manufacturing entities and factories whose management
and functional activities exclusively outside the Western Area will pay CIT at 15%.

1.2

Compliance Implications

§ These manufacturing entities that qualify for this special rate will pay CIT at a
lower CIT rate of 15%, instead of 25% that applies to companies.
§ This special reduced rate does not apply to manufacturing entities that are not
companies.
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§ The exclusivity of the relief means that if a manufacturing company has factories
in and out of the Western Area, they may not qualify for this special reduced rate.
§ This special relief may encourage the set-up of manufacturing entities outside
the Western Area.

2.1

Group Relief for Losses

Group members of a company registered in Sierra Leone with a minimum of 25%
holding in the group, can claim members' losses for up to ten (10) years.

2.2

Compliance Implications

§ This special relief for group members allows members to reduce their tax
liabilities by using other group members' losses.
§ Group members that can enjoy this relief have to be registered companies under
the Companies Act 2009.

3.1

Reduction of Capital Gains Tax (CGT) Rate

The Capital Gains Tax rate is reduced to 25% to match the CIT rate reduced in 2020.

3.2

Compliance Implications

§ Effective 1st January 2021, all CGT transactions that include land and property
sale are now taxed at 25%.
§ The non-taxable threshold for CGT remains Le 3,600,000.

4.1

Utilisation of Income Tax Credit

Upon the filing of Income Tax Returns, any Tax Credits established may be utilised
under a Utilisation Plan agreed with the NRA.

4.2

Compliance Implications

§ Income Tax credits such as group loss and female employee reliefs are not
automatic.
§ Agreeing a Utilisation Plan with the NRA may limit tax credits that taxpayers can
claim.
§ The NRA's obligation to agree to the amount of tax credit to be claimed may
cause businesses' cash flow challenges if they are not allowed to claim all their
entitled credits.
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5.1

Corporate Social Responsibility Credit

25% Corporate Social Responsibility Credit is provided for businesses that invest in
free and quality school education; children welfare; natural disasters and disease
outbreaks; maternal-child health; agriculture and agri-business; and water and
sanitation.

5.2

Compliance Implications

§ The credit is only claimable when invested in CSR activities. The credit doesn’t
cover investments made in the course of a business. For example, if an agribusiness invests money to expand their business. They cannot claim this as CSR
credit.
§ This credit is in addition to allowing expenses relating to donations to good
causes and social services for tax purposes.
§ Taxpayers that invest in the areas mentioned can use the tax credit to reduce
their tax liabilities. This credit is deducted not as an expense but as a whole
amount (i.e. 25% of investment) against the final tax liability.
§ This credit can also fall under a Utilisation Plan agreed by the NRA; therefore, not
automatic.

6.1

New Small and Micro Enterprises Income Tax Exemption

Small and Micro Enterprises registered between 1st January 2021 to 31st December
2023 are exempted from paying Income Taxes for the first year of registration.

6.2

Compliance Implications

§ All SMEs that qualify for this income tax relief will not pay 3% of their turnover as
Income Tax for the first year after registration.
§ These SMEs will not need to file revenue estimates and pay quarterly instalment
payments for the first year after registration.
§ The obligation to file a tax return remains. Therefore, these new SMEs should
submit their Income Tax Returns four months after the end of the tax year.

7.1

Tourism Establishments Income Tax Exemption

Tourism Establishments registered with the National Tourism Board are exempted
from paying Income Taxes for the period 1st January 2021 to 31st December 2023.
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7.2

Compliance Implications

§ Only tourism establishments registered with the National Tourism Board will
enjoy this two (2) year income tax exemption.
§ This exemption covers all tourism establishments registered with the National
Tourism Board, including restaurants, hotels, and tourism service providers.
§ These tourism establishments will not need to file revenue estimates and pay
quarterly instalment payments for the first year of registration.
§ The obligation to file a tax return remains. Therefore, these tourism
establishments should submit their Income Tax Returns four months after the
end of the tax year.

GST EXEMPTIONS

Medical Services and
Pharmaceuticals

Financial Services

Telecommunication
Services

Teaching and
Learning Materials

Environmentally
friendly activities

Bulk Wheat

Wheat Flour

Electrical Energy
Consumption

Eight (8) GST Exemptions were added to the Exempt Schedule
(Second Schedule) of the GST Act 2009 as amended. Although
the intention of GST exemptions may be to reduce the cost to
the consumer, they may affect the operations of businesses
that provide these goods and services, as the businesses are
unable to claim input tax related to these supplies causing
cash flow constraints.
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Medical Services and Pharmaceuticals

This year, medical services and pharmaceuticals' exemptions have been expanded
to include medicines for diabetes, high blood pressure, hepatitis, typhoid, and
vaccines. Other medicines for malaria, HIV/AIDS, leprosy, tuberculosis, snake bites,
rabies and laser fever, remain exempt from GST.

1.2

Compliance Implications

Medical service providers such as doctors, and pharmacies selling these
medicines should not register for GST. Therefore, they should not charge GST to
their customers. Also, these businesses will not claim input tax paid on their
purchases relating to their businesses.
§ GST will not be paid on import for the list of medicines mentioned.
§

2.1

Financial Services

Prior to 2021, financial institutions such as banks were required to register for GST
and charge GST on fee-based financial services provided to their customers. These
financial services included commissions and transfer fees.
The Finance Act 2021 now exempts ALL services provided by banks and other
related financial institutions such as microfinance institutions, apex banks,
cooperatives, capital markets, discount houses, mortgage
companies and foreign exchange bureaus from GST.

2.2

banks,

leasing

Compliance Implications

All banks and similar institutions should stop charging GST to their customers for
all their services.
§ Banks and similar institutions should deregister from GST.
§ Banks and similar institutions will be unable to claim input GST paid on their
purchases. The GST element of their purchases can only be claimed as a business
expense.
§

3.1

Telecommunications Services

In 2019, GST was levied on free/promotional calls or data that exceed 10% of the
total billable, and unbillable calls and data use, provided by telecommunications
companies to their customers. Also, a minimum/floor market price of Le 650 per
minute was set.
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This year, the exemption still applies to only free/promotional calls or data provided
by telecommunication companies if it doesn’t exceed 10% of the total billable and
unbillable calls and data use.
The fundamental change this year is the removal of the limitation of a minimum
price of Le 650 per minute for calls.

3.2

Compliance Implications

§ Mobile phone operators will not pay GST for free and promotional calls and free
data if it doesn’t exceed 10% of the total billable and unbillable calls and data
used in that period.
§ Mobile phone operators are no longer restricted as to the price per minute for
calls, as the minimum price of Le 650 per minute is removed. Therefore. These
operators are free to set their prices for calls.

4.1

Teaching and Learning Materials

The teaching and learning materials exempted from GST are:
(a) Interactive whiteboards, white and green boards.
(b) Pens and pencils.
(c) Textbooks and exercise books.
(d) Art and craft materials, drawing paper, glue, ink and crayons.
(e) School recreational equipment.
(f) Uniforms and Apparels, such as socks, bags, specifically designed for a
particular school.
However, there are strict eligibility criteria for these items to qualify for GST
exemption. The materials should be:
i. Specifically imported in reasonable quantities.
ii. Consigned to registered schools for official use.
iii. Not for resale outside the school.
iv. Labelled or bearing an imprint for recognition as items belonging to the
particular school
v. Approved by the Ministry responsible for basic and secondary education.
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4.2

Compliance Implications

§ Schools and suppliers can import these materials without paying Import GST.
§ Suppliers selling these materials should not charge GST.
§ Schools and suppliers should be aware of the eligibility criteria for these
materials. If the materials do not meet the eligibility criteria, GST will be charged.
§ The administration of this GST exemption may be complicated as there may be
room for discretion for the eligibility criteria and getting approval from the
Ministry.
§ This GST exemption may not apply to universities and polytechnics as they are
not schools and the Ministry highlighted is the one responsible for basic and
secondary education.

5.1

Environmentally friendly activities

To encourage the use of sustainable environmental products, the Finance Act 2021
exempts supplies exclusively relating to the management and recycling of plastics
and other waste.
This exemption covers supplies derived from recycled plastics, and supplies used in
recycling plastics and other waste are exempt from GST.

5.2

Compliance Implications

§ Some materials used in recycling plastic may not be exempt from GST.
Therefore, recycling businesses will not be able to purchase these materials
without paying GST.
§ Recycling businesses should not register for GST, and not charge GST on the sale
of their products.
§ If recycling businesses pay input tax on their purchases, they will not be able to
claim it.

6.1

Bulk Wheat (Grain)

Wheat used as input in the industrial process is exempt from GST. This GST
exemption is in addition to the 0% import duty in wheat for industrial flour
production to encourage local manufacture of products such as bread.
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6.2

Compliance Implications

§ Factories importing wheat for their production process will not pay GST on bulk
wheat.
§ These factories will be unable to claim input GST from their other purchases.

7.1

Wheat Flour

Wheat flour imported and domestically produced is exempt from GST.

7.2
§
§
§
§

Compliance Implications

Importers of wheat will not pay GST on import.
Producers of wheat will not charge GST on the sale of wheat.
Producers of wheat will not register for GST if they only produce and sell wheat.
Producers of wheat will be unable to claim input GST from their other purchases.

8.1

Electronic Energy Consumption

The electricity energy consumption exempted from GST is for the supply of
renewable energy from mini-grids-connected solar power. This exemption intends
to reduce the cost of electricity mainly for rural communities and expand the use of
renewable energy in Sierra Leone

8.2

Compliance Implications

Off-Grid solar energy providers will not charge GST on the sale of electricity to
consumers.
§ Other products sold as part of the electricity supply, including meters, may still
be GST chargeable.
§ Off-Grid solar energy providers will not claim input GST relating to supplies
purchased for the supply of off-grid solar electricity.
§ Off-Grid solar energy providers may potentially be partially exempt businesses,
only able to claim input tax for the taxable supplies, e.g. the input tax relating to
the sale of their meters which are GST chargeable.
§
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OTHER RELIEFS

1
Female Employee
Tax Credit

A business employing a female employee in management from 1st January 2021 to
31st December 2023 can claim Income Tax Credit of 6.5% of the PAYE Tax paid for that
employee.
Although this tax credit will reduce the business' tax liability, it will have to be
approved under a Utilisation Plan with the NRA; therefore, it is not automatic.

2

3
Reduction of Withholding Tax on
Management & Technical Fees

The
Withholding
Tax
on
management and technical fees of
20% is reduced to either 5.5% for
residents or 10.5% for non-residents.
In practice the NRA has levied this
WHT on non-residents.
This
reduction
of
WHT
for
management and technical fees will
mainly benefit multinationals.

Exemption of Withholding Tax for
highly skilled experts

An exemption can be granted by the
NRA for the non-deduction of WHT
for highly skilled experts.
However, the exemption will be
granted if a written application is
made and the NRA approves the
request. Also, the business should be
involved in the service of highly
skilled experts whose services are not
readily available in Sierra Leone
subject to an approved scheme for
skills transfer to Sierra Leone.
This exemption will benefit highly
skilled foreign workers.
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7 Penalties
The Finance Act 2021 introduces
multiple penalties for non-compliance
of the various tax laws and obligations.

1

Taxpayers will be fined penalties for not providing information to the NRA
within a required period. The penalties are Le 500 Million (Large Taxpayers), Le
250 Million (Medium Taxpayers) and Le 5 Million (Small and Micro Taxpayers).
This is a new penalty.

2

The penalty for failure to file an income tax return without a good cause is
increased from the higher of Le 5 Million and 10% of the tax payable to Le 100
Million (Large Taxpayers), Le 50 Million (Medium Taxpayers) and Le 5 Million
(Small and Micro Taxpayers), and 10% of the estimated tax payable.

3

A new requirement has been introduced for taxpayers to register with the
NRA. Therefore, a penalty for not registering is introduced. An administrative
penalty of Le 20 Million; or upon conviction to a fine not exceeding Le 100
Million or 1-year prison term or both the fine and prison term.

4

The Tax Evasion penalty is increased from Le 50 Million to Le 250 Million. This
penalty will be levied by the NRA if taxpayers are found guilty of engaging in
tax evasion practices.

5

A penalty is introduced for the failure to provide books and maintain proper
records for customs post-clearance audit purposes. The fine is between Le 30
Million and Le 200 Million, or imprisonment for a term not exceeding two
years, or both fine and imprisonment.
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8 Other Taxes & Impositions
PROFESSIONAL SERVICE PROVIDERS

Since 2020, several additions have been
made to the tax laws for the taxation of
individual professional service providers
such as doctors, lawyers, accountants,
engineers, and management consultants.

%
WHT on Contractors
Exclusion

SME Regime Exclusion

Individual Professionals are

Individual Professionals are

now excluded from the WHT

excluded from the SME

for contractors, as the rate

Regime. Therefore, their tax

of WHT that applies to them

cannot be calculated at 3%

is 10%.

of turnover.

New GST Rules for
Professionals
New rules have been
implemented to withhold
GST paid to individual
professionals.
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In 2020, a 10% Withholding on fees
paid to individual professionals was
introduced. However, the law wasn’t
clear whether the withholding tax on
contractors at 5.5% (residents) and
10.5% (non-residents) still applies as
an addition to the new withholding
tax for professionals.
Also, with the SME Regime applying
to individuals with income between
Le 10 Million and Le 350 Million,
professionals with those income levels
could use the SME Regime.
This year, clarity has been provided by
excluding
individual
professionals

from withholding tax on contractors
and the SME Regime. In effect,
henceforth, the withholding tax on
individual
professional
service
providers is 10%.
In addition, for GST, taxpayers are now
required to pay all the GST charged
by individual professional service
providers directly to the NRA. This
new rule is different from the
standard GST rules as GST registered
businesses (in this case, the individual
professional service providers) are
required to collect the GST they
charge their customers (output tax)
and remit to the NRA.

OTHER IMPOSITIONS

1

Public International Organisations such as DfID, USAID, EU and United
Nations, are exempted from paying Payroll Taxes for their foreign
employees.

2

A new obligation to register for taxes comes into effect on 1st January 2021.
Therefore, any person that earns income is required to register with the
NRA and obtain a Taxpayer Identification Number.

3

The Revenue Administration Act 2017 is amended by adding returns
relating to the extractives sector. These returns are Royalty Return,
Estimate of Mineral or Petroleum Resource Rent Tax, and Mineral or
Petroleum Resource Rent Tax.

4

An obligation for exporters to repatriate 30% of the income they receive
from the export of products such as coffee, cocoa, cashew nut, palm oil,
vegetable oil and fisheries products within three months of export.
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CONCLUSION

The tax policies in the
Finance Act 2021 are
a mix of imposing
new
measures
to
increase tax revenue
and providing relief
for businesses.”
- Alfred Akibo-Betts

This document includes the
major changes made in this
year’s Finance Act. We have
provided our expert opinion
on the key issues that will
impact businesses. However,
kindly note that the National
Revenue Authority has the
ultimate
responsibility
to
provide tax rulings.
We kindly request that you
contact us for any further
clarifications, technical advice
on other tax and accounting
matters through our contact
information on this report's
outside cover.
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Freetown
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