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PREFACE

A project team was appointed in April 1995 under terms of reference from Botswana
Development Corporation which required the team to investigate and report on the
feasibility of establishing an international financial services centre in Botswana.

A reference group was appointed, comprising members from the Ministries of Finance and
Commerce, the Bank of Botswana, Botswana Confederation of Commerce, [ndustrv and
Manpower (BOCCIM) and the private sector, to advise the team and to review their
findings. The team visited Botswana in May and June 1995, and met twice with the

reference group.

The team comprised the following members:
Mark Chapman Deloitte & Touche, Cavman

Steve Georgala Maitland & Co., Luxembourg
David Mutch Deloitte & Touche, Bermuda

Nicholas Owen Robert Fleming, Isle of Man
David Porteous Deloitte & Touche, South Africa

Philippe Chapat Deloitte & Touche, South Africa
The project was managed by the Financial Institutions Team of Deloitte & Touche South
Africa.

The project was financed through a grant from the US Agencv for I[nternational
Development to the Botswana Private Enterprise Development Project.

July 1995
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EXECUTIVE SUMMARY

International financial services have been proposed as a possible engine of growth
for the Botswana economy. A project team was appointed in April 1995 under terms
of reference drawn up by Botswana Development Corporation to perform a detailed
feasibility analysis of whether this was the case, and if so, what was required for an

international financial services centre to develop in Botswana.

Criteria

The key criteria by which the success of an [FSC in Botswana will be judged were
agreed up front with the Ministry of Finance, the Botswana Development

Corporation and the reference group of the project.

A successful IFSC in Botswana should:
Generate sustainable empiovment in Botswana, in particular creating jobs of a

type which citizens can fill.
Enhance the skills base of the Botswana workforce.
Have a positive effect on revenue generated in Botswana in the medium term.

Create growth opportunities for the economy.

IFSC Survey

As part of the project, focused surveys of thirteen jurisdictions were commissioned.
These jurisdictions included mature, established financial services centres, such as
Bermuda and Guernsey, as well as newer centres such as Mauritius and Labuan.

3.1 Successtul financial centres are characterised by:

Low taxes on non-residents and no exchange controis for {FSC business at least.
Appropriate, flexible regulation and supervision.

[roximity to major financial markets.

Good communications infrastructure.

A\ particular catalyst which has caused the centre to emerge.

3.2 Unsuccesstul centres, in contrast, are characterised by :
Politicat or cconomic uncertainty

Inflexible regulation

[nadequate supervision

Inadeguate intrastructure

age |
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Regional Demand

4.1

4.3

South Africa, Namibia and Mauritius are potential or actual IFSC competitors for
Botswana. However, the team believes that it is unlikelv that South Africa will

actively pursue the IFSC route in the medium term.

Botswana offers a number of advantages over certain regional competitors,
inciuding its political stability, its strong foreign exchange reserve position and

its good infrastructure.

Since South African financial institutions are major potential users of a Botswana
[FSC, a survey was undertaken among South African bankers, fund managers and
tax planners. The survey showed that:

South African financial institutions have been significant users of offshore
jurisdictions in recent vears, mainly the Channel Islands and Isle of Man;

The reasons given for choosing one offshore jurisdiction over another included:
its credibility (achieved through the commitment of the government to
maintaining the centre and through sound regulation); its commitment to

confidentiality and its low costs.
Interviewees expressed an interest in developments in Botswana, but would

clearly need some persuasion to commit to setting up there.
SA banks in particular expressed the need for the SA Reserve Bank to be informed

about and to approve their establishment in Botswana.

IFSC Services

Five key [FSC activities were identified and described, inciuding the opportunities
created by them for service providers in Botswana and possible catalvsing tactors.

These activities are:

Collective investment undertakings/ fund administration
[nternational Business Companies

International Trusts/ trust administration

Captive insurance/ captive administration

[nternational banking

Options

The team considered a number of options for IFSC development, and recommends as

follows:

that a phased approach, rather than a ‘big bang’ approach be taken to [FSC

deveiopment;
that the Botswana [FSC should concentrate on developing niche markets for

which known demand exists:
that the Botswana (FSC should not be geographicaily restricted to a local area, but

should rather register businesses by rheir tunction, regardless ot their location in

Jotswana.

lage 2
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7. Statutory & Tax Implications

The decision to proceed with an [FSC has a number of implications in kev areas:

7.1

7.2

7.3

7.4

7.5

Exchange control : As fong as exchange control remains on residents, IFSC
activities would require exemption from all prevailing forex controis.

Tax: Botswana’s present source-based tax laws would require clarification and
refinement to ensure that genuinely off-shore business attracted no tax; for
exampie, interest on international bank deposits must be paid free of tax. In
addition, there should be no withholding taxes on payments to non-
residents.

Legal: New modern legal and regulatorv frameworks would be required to
accommodate the necessary legal vehicles for the [FSC, namely: international
business companies, trusts and captive insurers.

Regulatory: the country would require an adequate regulatory mechanism to
oversee and supervise the international activities and keep out undesirable
actors and activities; this report recommends the development of an
umbrella-type structure to co-ordinate policy in financial regulatory sub-areas.
Anti-money laundering: unless Botswana adopts statutory anti-money
laundering provisions following best international (FATF) standards, it may

be exposed to international scandal.

8. Infrastructure

3.1

8.2

8.3
3.4

Labour force and skills: Botswana has a reasonably sized labour torce, which
could benefit from [FSC-created jobs, especially in the clerical and
administrative areas. However, expatriate skills would be necessary to start the
[FSC, and work permits would have to be made available to them.
Communications: Botswana has a modern though small telecommunications
system. A particular concern is the time taken to install a phone line.

Air links: Botswana is well connected and easily accessible within the region.
Office Accommodation: Gaborone has no shortage of office space, although it

is expensive by regional standards.

9. Marketing

A comprehensive marketing strategy would be required to attract clients with the
desired protile to Botswana. This would require a public-private partnership, with
much ot the legwork done by private sector service providers.

10. Model

10.1

A simple cconomic model was built, in which projected [FSC revenues were
overlaid on the present domestic cconomy. Assumptions were made about the

tvpreal profile ot revenues and cexpenditure ot [FSCs service providers, and

about the volume of business attracted in different categories.

lage 3
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11.

12.

10.2 The modelling suggests that in the baseline case (with conservative
assumptions on numbers of businesses), over 400 new jobs and over P200 m
(in 1995 Pula) may be directly generated over five vears. P41 m mayv be
collected in local taxes and license fees directlv on IFSC activities (net of
supervision costs), yielding a positive cash flow to government. Assuming
multiplier effects of local spending, the underlying economic growth rate mav
be raised some 16% over the expected rate in the absence of IFSC activities.

In addition to the baseline scenario, a best case (with double the number of
entrants) and worst case (assuming no South African demand) scenario were
built. Even in the worst case, revenue flows are positive, although job creation
and effects on growth are greatly reduced from the baseline. In the best case,

the underlying growth rate may be lifted substantiaily.

10.3

Evaluation

The potential for harmful side effects on the domestic economy may be
reduced through ring-fencing the [FSC so as to restrict transactions with
residents or in domestic currency. This should limit negative effects on
control of the money supply for example.

Risks from setting up an IFSC include: the possibility of attracting illicit
business; without adequate communication and negotiation, regional
misunderstanding may resuit; and the project may fail to attract sufficient
business to be viable. Perceived risks, which do not hoid up to scrutiny,
incilude a loss of tax revenue, since tax revenue will in fact be generated on
local service providers and license fees on all international businesses.
Limiting factors on the success of an [FSC include: the time taken to install
services; the attitude shown towards expatriate work permits; and the

slowness of the court and legislative process.

11.1

11.2

11.3

Action Plan
The team proposes a three phased approach to [FSC development.

The tirst phase, which may start immediately, should focus on preparation for

12.1
the two highest priority areas of business, namely fund administration and
international business companies. Detailed action steps are proposed which
the team believes are feasible. At the end of this phase, the [FSC would be
open tor business.

12.2  During the subsequent two phases, further pieces of legislation would be

dratted and passed to broaden the scope of business, at the same time as
intensive marketing and the building of appropriate supervisory capacity.

lage 4
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13. Conclusion

The project team believes that a Botswana IFSC is feasible, provided that adequate
commitment is shown to the project by government and private sector, and that

limiting factors can be overcome.

Financial modelling suggests that the [FSC is also viable, in the sense of meeting the
main agreed criteria. Even in the worst case, in which there is no regional demand,
positive revenues will be generated. However, even if the [FSC were to fail, there are
low risks involved for the state since little public investment is required to promote

[FSC development. [f suitable catalysing factors, such as the relaxation of SA
exchange control on residents, appear, then the I[FSC could grow very rapidly.
However, in the face of increasing international and regional competition, Botswana
needs to act quickly and decisively if a Botswana IFSC is to be positioned to take

advantage of such opportunities.

The outline for the phased development of an [FSC proposed here may provide the
optimum framework for successful implementation.

Page s
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1. INTRODUCTION
SUMMARY
International financial services have been proposed as a possible
engine of growth for the Botswana economy.
A successful [FSC in Botswana should:
* Generate sustainable employment in Botswana, in particular
creating jobs of a tvpe which citizens can fill.
e Enhance the skills base of the Botswana workforce.
¢ Have a positive effect on revenue generated in Botswana in the
medium term.
e Create growth opportunities for the economy.
1.7 Bacikground to the Study

The rate of growth of Botswana’s real Gross Domestic Product (GDP) has sharply
decelerated in recent years, according to the mid-term review of the Seventh
National Development Plan in August 1994. After growing at some 10.1% p.a. in
the Eighties, the Botswana economy is forecast to grow at less than half that rate in
the Nineties. Since the population is continuing to grow at 3.5% p.a., declining
growth implies growing unemplovment in Botswana. The mid-term review calils for
the identification of new engines of growth to replace the traditional engines,
diamonds and government expenditures. The report suggests tourism and financial
services as possible engines of growth, although it also lists disadvantages, such as
high costs, scarcity of human capital and regulations, which presently limit the
potential of these two sectors. [HHowever, the report cautions,

“Opportunities in these sectors now are more tavourable than

they will be tive vears from now. [liere /s not cnough time
letr ror a feisurely approacfr to implementation of policy
retorms. [here is a real possibility that Botswana will not
develop othor engines of growth betore Goverriment runs out
of accurnutated cash balances. This is i matter so urgent that

it mmust be put at Hie top ot the (st of major issucs.

I2d

The present project takes place against the background of the need to evaluate

seriousfy the potentiaf tor ‘other engines ot growth’.
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Two previous, related research projects have preceded this one. Their findings and
the record of implementation of their recommendations to date are briefly

summarised here.

Cost Benefit Study of Liberalising Foreign Exchange Control Regulations

This study recommended that Government should lift exchange controls over two
to three years under a phased liberalisation programme. This programme wouid
inter alia include removing all remaining current account restrictions, and allowing
residents to open foreign currency accounts at Botswana banks, en route to full
liberalisation. The study recommended as part of its timetable the commissioning
of a detailed study on Botswana’s potential as a financial centre, since the report
argued that the liberalisation of exchange control opened up considerable
opportunities for Botswana in this area.

Since the tabling of the report arising from the study in January 1994, current
account transactions have been now virtually liberalised. From 1 January 1995,
capital account transactions were also liberalised, with individuals being allowed to
make portfolio or direct investments abroad up to P100 000 p.a., and businesses up
to P 1 000 000 p.a. without approval by the Bank of Botswana. From June 1995,
residents are allowed to open foreign currency accounts at Botswana banks.

Hence, the phased liberalisation of exchange controls has commenced, and official
policy is that it will continue.

Collective [nvestment Undertakings Project

Since Botswana lacks a legal framework for the establishment of collective
investment undertakings (CIUs) such as mutual funds, this project was
commissioned in April 1994 to review international best practice and to draft an
enabling law and regulations appropriate to Botswana. The report, containing draft

legistation, was tabled in November 1994.

The project team identified the opportunity for Botswana to attract offshore
investment funds to its jurisdiction by passing appropriate modern legislation.
Hence, the dratt legislation was designed to cater both tor domestic CIUs (i.e. those
domiciled and marketed within Botswana) as well as ‘exempt foreign tunds’ which
are neither domiciled nor marketed within Botswana, but which are administered
from Botswana bv licensed fund administrators. Under the dratt legislation, a
Registrar of CIUs will promulgate regulations under the Act, and an [nvestment
Supervisorv Commuittee will pass rules and supervise the activities of CIUs in

Botswana.

lage 7
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1.2

1.3

At the time of writing this report, the draft legistation had vet to go before
Parliament, but, by some estimates, the legislation mav have passed through the

legislative process into law by the end of 1995.

These two projects form the immediate background of policy research against
which the present project is conducted. The tindings and record of implementation
of these projects are taken into account in the formulation of proposals in this

report.
Definition

At the outset of the project, the team agreed on a definition of an internationai
financial services centre (IFSC):

A specialised and innovative [egisiative framework enabling the
provision of a distinct range of international financial service activities,
while regufating interaction with Botswana residents. The framework
requires selective exemption for foreign users from Botswana taxation

and exchange control.

This definition will be used as a point of departure for the study.

Criteria for Evaluation

The criteria by which the success of an {[SC in Botswana will be judged were agreed
up front with the Ministry of Finance, the Botswana Development Corporation and

the reference group of the project.

A successful [FSC should:
(renerate sustainable emplovment in Botswana, in particular creating jobs ot a

-
tvpe which citizens can fill.

Enhance the skills base of the Botswana worktorce.

[lave a positive etfect on revenue generated in Botswana in the medium term.
Create growth opportunities for the local financial services sector and its
supporting protessionals and result in start-ups ot sustainable new businesses.
Enhance the reputation of Botswana in international financial markets, and
increase the international visibilitv ot Botswana.

Adequately oversee and supervise activities so as to prevent tilicit activity.

Not disrupt domestic tinancial rmarkets, but rather promote therr development.

1

e

age y

T0°Cr S Dryasiet



Deloitte &

Touche

A

BOTSWANA IFSC
JULY 1995

These criteria therefore provide the objectives against which the feasibility of a
Botswana [FSC should be measured.
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2.2

CHARACTERISTICS OF IFSC’S

SUMMARY
As part of the project, focused survevs of thirteen jurisdictions
including successful and unsuccesstui financial centres were
commissioned. These jurisdictions included mature, established
financial centres, such as Bermuda and Guernsey, as well as newer

centres such as Mauritius and Labuan.

Review of Survey of IFSCs

A list of thirteen international financial service centres (IFSCs) was drawn up from
the terms of reference, as amended at the first reference group meeting. These
thirteen are located around the worid, as the map on page 12 shows. The [FSCs
chosen include both established, mature [FSCs, such as Luxembourg or Bermuda.
and newer jurisdictions such as Mauritius and Malta. ‘Successful’ and ‘unsuccesstul’
[FSCs were chosen, and their essential characteristics are summarised in the next
sections. Table 2.1 summarises salient characteristics of each. The details of the

[FSCs are given in Appendix A.

Characteristics of Successful IFSCs

Many [FSCs started out as ‘tax havens’, offering tax benefits to offshore
businesses. For successtul [FSCs today, tax benetits alone are not enough, as this
list of characteristics shows; but, a kev characteristic of all IFSCs remains that
low or no tax is charged on non-resident business. However, [FSCs charge a
range of tax rates and/or license fees on the resident or onshore part of [FSC
activities, such as service providers, as the table shows.

There are no exchange control restrictions on IFSC activities. Although several
jurisdictions, such as Mauritius, maintain exchange controls on residents, [FSC
activities are exempted from exchange controls.

Successtui [FSCs have an appropriate and tlexible regulatorv environment. It is
no longer true that [FSCs attract businesses as the result of no or low
supcervision. Better quality clients seek jurisdictions with a ‘clean image’, where
there 1s adequate supervision to avoid illicit activities being carried on from the
IFSC which could taint all users of the IFSC. The demand for an appropriately

prompted centres with  traditionally low

regulated cenvironment has cven
SO as to remain

regufation in certain areas to introduce new legislation,
competitive. An example ot this is-the introduction of a Mutual Funds Act in
the ¢ avman Islands in 19994, Most ot the established centres now subscribe to

international anti-money iaundering practiees, discussed fater in section 6.5, An

age 10
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important characteristic of the legislative and regulatory environment of
successful [FSCs is that is remains flexible, able to accommodate adequately
financial innovations and new product tvpes which the dynamic financiaf-
markets are continuously producing. ,

The survey shows that [FSCs draw the bulk of their business from major
financial markets in the region, or time zone, in which they are situated. For
example, the bulk of the Channel Islands business is drawn from the UK, whiie
the Cavman I[slands depend on US and Latin American business. However, in
more established jurisdictions with particular niches, business may increasingly
be sourced from more distant regions; for example, Bermuda draws insurers
from Europe as well as North America. The fact that the bulk of business is
regional is important in that it suggests that proximity to major financial

markets in a region mayv be an advantage for an IFSC.

[FSCs depend on their communications (both air and telecommunications) for

contact with their sources of business. Hence, successful IFSCs are those which

have easy physical access to major markets, and which have good quality
telecommunications offering reliable data and voice linkages to clients.

e Finally, in a number of I[FSCs, the emergence of a particular external
circumstance has often catalysed major development. For example, the British
Virgin Islands have offered offshore company services for many years, but oniv
in 1987, after Panama fell into disfavour as a jurisdiction for offshore
companies, did many companies (and Panamanian lawvers) relocate to the BVI.
leading to a rapid growth in the number of companies registered there. In the
case of Mauritius, the tavourable tax treaty with India coupled with the opening
of India to foreign investment has provided the major impetus for the IFSC.
Hence, although a jurisdiction may set up a suitable environment for an [FSC
and have the advantages of proximity and access to major financial markets.
often the centre will not develop significantly in the absence of some catalvst.

2.3 Characteristics of Unsuccessful IFSCs

Certain [FSCs have been less successtul than others in establishing and maintaining
their business. Common characteristics include the following fist.

Political Uncertainty or Instability

Any uncertainty about the political future ot a jurisdiction is likely to atfect ity
credibilitv. Gibraitar continues to sutfer trom ongoing uncertainty about its
future status under Spain or Britain: simifarly, Vanuatu sutfered an earlv blow
from the arrival of Russian ‘trawlers” which suggested that its sovereignty was

in question.

. Regulatory intlexibility
[FSCy which cannot update fegislation or regulations to keep up with industry
practice will also lose their edge. For example, complaints have been made

recentiv that the centrai Bank ot Malavsia has not sutticiently  adapted

regulations tor banks in Labuan.

Lage 1L




Delpitte &
Touche

A

BOTSWANA IFSC
JULY 1995

Inadequate supervision
In addition to not having appropriate laws or regulation, jurisdictions which

do not adequately oversee [FSC activities are more likelv to be tainted with
m which it is hard to recover. Gibraitar was badly affected by

major scandal fro
stors lost

the Barlow Clowes scandal in the Eighties, in which British inve
substantial sums, in part due to inadequate supervision.

[nadequate infrastructure

[FSCs depend on a modern business environment with good facilities,
communications, but also for office accommodation and for
lack of adequate infrastructure can seriously

hamper development. [n Labuan, the lack of initial infrastructure caused the
Malaysian authorities to allow Labuan [FSC activities to be based in Kuala
Lumpur until adequate infrastructure was developed on Labuan. However,
delays in this development have hindered the movement of [FSC activities

across to the Labuan jurisdiction.

especially for
expatriate staff located there. The

LPage 12
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ible 2.1 Review of IFSC's
sading | Bermuda | BVI Cayman Dublin |__ Gibraltar | Guemsey Isle of
Islands Man

.ar dale Early 1960's 1967 1960's 1987 Early 1900's 1960's-1970's Early 1960's
Spulaticn Taotal 60 000 18 000 31000 35 rlnillion 28 000 58,867 71 267
Financial services 5100 2 000 3780 2 500 1486 4,743 6,000
Expals 5500 unknown unknown 250 unknown 5,247 10 337
fow i i sectar employment increased by Full 12% -1979 Accounts for 20% of  Increased by 82 Full 1500 (1981)

1 000 over Employment 22.5%-1993 corporate tax yield from 1992-1993 Employment 4500 (1991)

12 years 6000 (1996)

3Cs 8 300 135 000 32 000 34 000
surers 1357 40 370 133 140
19 of funds B00 1300 1500 177 2 474 138
Tust cos 12 30 44 61 >150
1o cftanks 3 6 297 27 54 61
rofessicnals
Audit 15 Firms 6 Firms 6 Firms All international 28 Firms 25 Firms 65 Firms
Law 14 Firms 10 Firms 15 Firms firms 30 Firms 11 Firms 30 Firms
3DP pc USS $21600 1111 $ 25806 $ 14226 $ 15165 $ 15067 $ 11 041
o Financial services 37% 20% 34% 6% unknown 28% 35%

Botswana IFsc roject
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rading | Bermuda | BVI Cayman Dublin |  Gibraltar | Guernsey Isle of
Islands Man
ix
Zompaly Primarily 15% 0% 38% 35% 20% 20%
dersenal on 20% % 27-48% 20-50% 20% 15%
~cntessicnal rates (Intl Cos ) Consumption IBC's exempt S0yearcon  10% for international 0% for tax exempt 0-30% 2-5%
companies companies
no property tax Fixed for HNWI
ax realigs 0 2 Active 0 - 26 Active 0 2 Active 1 Active
9 Being Revised
7 Planned
HERTTRINY Ber Mon. Auth. FS Dept inspector FS IDA/CAC GFSComm GFSC FSChnsurance C
lo of <tan 37 45 36 unknown 8 26 15+5
uaget unknown $45m $288m unknown unknown $16m unknown
ource of busingss World-wide South America USA Europe Portugal UK UK
USA Europe South America USA UK Europe Middle & Far
/ ‘ East
UK Far East Europe Scandinavia Spain ROW (RSA) (UK expats)
Far East Japan EU RSA
fime 1o install phone 1 month 1 week 1 week Iimmediate 2 days 1 week 1 week
New developmeants Arbitration centre Intro of insurance  Intro Limited Fund Management Cross border selling Limited partnership New trust & cos.
legislation Law Liability Cos legislation leg.
Mut. Funds Law Mut Funds Law  Overseas networks
also to be tax exempt
Cost of adnwnistrators' office pa $ 469,000 $377.425 $472 425 $254,548 $219,162 $275,657 $368,722

Botsivana 1ESC Project
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eading |__tabuan | Luxembourg [ Malta |  Mauritius Niue | Vanuatu [ South Africa |
lalt dale 1890 1929 1989 1970"s 1994 After 1988 N/A
(1988) (1994) (1992)
opulation Total 54 000 400,000 360,000 1200 000 2,500 140,000 40,000,000
Financial seraces 400 102,050 5,000 431 20 300-500 194,000
Expats 20 unknown 1,890 unknown 0 2000-3000 unknown
(100 in FSC)

stowtnon fin sector employment unknown unknown +300 (6%) unknown N/A
BCs 2323

asurers 4

0 ot banks 40 200 8 7 1 4 35 local 40

foreign

10 of fundas 1 1000 5 45 - 0 0 60
Tust cos 12 50 21 2 8 unknown
>rofessionals 0

Audit 7 6 20 20 NZ 5 2493 firms
Law 7 8 50 200 NZ 9 4316 firms
S0P pc USS $ 3400 $7.222 $3.290 N/A $1,396 $3,150

(Malaysia)
“c Financial services 10% 3.50% unknown unknown 7.50% 16.50%
(Malaysia)

Botswana 1FSC Project
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eading |__Labuan [ Luxembourg | Malta | Mauritius | Niue |__ Vanuatu [ South Africa |
an
Compainy 30% 39.39% (max) 35% 35% Max. 40% Nil 35%
Personal 0-32% 25-35% 15-35% 5-23% up to 40% Nil 15-45%
Conizssional rates (Intl Cos ) numerous UCITS: 0.06% 0-5% 15% none Nil N/A
NAV Div tax free

aa Trealics 40 Active 24 Active 21 Active 10 Active 0 0 20 Active

3 Pianned 6 Planned 14 Finalised 22 Planned

2 Planned
REGuialer 4 Authorifies IML MFSC MOBAA Central Bank FSC FSB/ SARB
No. of staft 39 12 10 116 (FSB)
Judget not spacified $125m N/A $4.5m
Source of business Hong Kong Belgium ltaly india Hong Kong Hong Kong N/A
Japan Netheriands ~ Switzerland Indian Ocean Rim Singapare Australia
USA France Austria South Africa USA New Zealand
Europe Germany
Time 15 install phane less than a week Immediate 3 weeks 1 month varies from 1-10 days 1 month
instant

New ae.elopments Update rules and  Consolidated New Integrate FSC into Nil Ongoing updating Exchange

raguiations supervision of  Companies economy of the of legisiation control to be

banks bill Act country lited

Cost of administrators' office p.a $221634 $379.475 $171,341 $172,923 N/A $260,000 $219.037

Botswana IS Project
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3. REGIONAL DEVMIAND
SUMMARY

South Africa, Namibia and Mauritius are potential or actuai
[FSC competitors for Botswana.

Botswana offers a number of advantages over certain regional
competitors, inciuding its political stability, its strong foreign
exchange reserve position and its good infrastructure.

Since South African financial institutions are major potential
users of a Botswana I[FSC, a survey was undertaken among
South African bankers, fund managers and tax planners. The
survey showed that:

South African financial institutions have been significant
users of offshore jurisdictions in recent vears.

The reasons given for choosing one offshore jurisdiction
over another included: its credibility, its commitment to
confidentiality and its low costs.

[nterviewees expressed an interest in developments in
Botswana, but would clearly need some persuasion to
comimit to setting up there.

SA banks in particular expressed the need for the SA
Reserve Bank to be informed about and to approve their

establishment in Botswana.

In the previous section. one of the stated characteristics of successful IFSCs is their
proximity to major regional financial markets. In the case of Botswana, the major
regional financial markets are based in Johannesburg. [{ence, major users ot a
Botswana [FSC would be likely to come from South Africa. However, there mav be
competition within the region for {ISC business, arising from Namibia, Mauritius
and even possibly South Africa itself. Hence, the first section evaluates the regional
competition to Botswana’'s becoming an [FSC; the second section evaluates
Botswana’s advantages as an [[SC; and the third cvaluates the demand from South

Africa for a Botswana [FSC.

Regional IFSC Competition
Other than Botswana, there are three potential regional competitors to Botswana as

[FSCs.

‘age 18
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South Africa

Although South Africa is not thought of as an offshore centre, there have been
several developments recentlv which have made it much more competitive. These
changes are of concern to Botswana, since, compounded with other advantages of
established infrastructure and a pool of financial skills, South Africa may attract
international business long before Botswana is in a position to do so. The recent

changes include:

» the abolition of the tinancial Rand and the scrapping of most exchange controi

restrictions on non-residents;
Non-Resident Shareholders Tax on Dividend Income is being scrapped from 1

October 1995;
a recent amendment to the Banks Act allows the opening of branches in line
with international practice and several large international banks have

announced their intention of opening up in South Africa.

In addition to these changes, SA, like Botswana, has a source-based taxation system
which is suitable for international business activitv. The result of the recent
changes has been noticed in offshore business circles. 7he Offshore Financial
Review recently reported that, “South Africa is to become the tax-friendly

Luxembourg style tax haven of the Southern hemisphere.”

However, these changes, together with other advantages in infrastructure and skills,
will not alone make South Africa a competitive [FSC. In particular, it is the belief of
the project team that, because of its large and developed financial sector and the
backlog of other legislative priorities, South Africa is likely to lack the legislative
agility to keep its legislation and regulations competitive at least for some years to
come. [n addition, development priorities are likely to keep tax rates on domestic

business relatively high.

Hence, the prospects ot SA actively seeking to develop a competitive [FSC seem low
at present. However, even if S:\ did establish an [FSC, there wouid stifl be niches for
a Botswana [FSC to exploit, in particular, offering services to SA based businesses.

Muauuritius

Mauritius has the one operating [FSC more-or-fess within the region, and, as the
Appendix shows, it has been reasonably successful in attracting [FSC business.
However, [FSC activity is very tocused on India at present, and it seems that SA
tinancial services businesses have vet to use Mauritius. [t is likely that Mauritius
will increase its ([FSC marketing activities within the Southern African region.
While it will benefit trom having an established [FSC {ramework, Mauritius will be
at a disadvantage relative to Botswana because of its refative distance {rom
Johannesburg,

Fage 19
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Namibia

3.2

Namibia has recentiv prociaimed an export processing zone at Walvis Bay. The
legislation enabling this contained a section providing for offshore banking which
was struck out of the bill betore passage. However, the otfshore banking provisions
have been placed in a separate biil. A Californian-based offshore services company,
which publishes a major offshore magazine, is apparently behind the introduction
of this bill, although there is still widespread ignorance among business service
providers in Windhoek about the bill or its implications. The Californian group is
reportedly now saying that the bill is likely to be passed into law within the next

few months.

If this is the case, then Namibia will become Africa’s first true [FSC, albeit with
limited services. Since there is considerable advantage in being the first in a region,
this suggests the need for Botswana to move quickly. However, the fact that the
Namibian bill has been pursued somewhat clandestinely suggests that the potential
[FSC will lack widespread support; and the lack of an adequate supervisory capacity
is likely to deter reputable operators from leaping to setting up there. In addition,
Gaborone has the (slight) advantage of greater proximity and access to

Johannesburg.

Evaluation

Hence, there are undoubtedly potential and actual regional competitors for
Botswana in attracting international financial services. While the absence of strong
regional competition would certainly help Botswana become established as an
[FSC, the threat of regional competition alone should not deter Botswana from
proceeding. The worid of [FSCs is highly competitive: in several regions of the
worlid, such as the Caribbean, a number of jurisdictions in close proximity fight for
competitive advantage. Botswana’s success as an [FSC mayv persuade others in the
region to try; hence, a Botswana [FSC would have to monitor its competitiveness in
an ongoing way. The threat of regional competition suggests that there is no room
for complacency in Botswana, and because of tirst mover advantage, there is in fact
a need for urgency if Botswana is to move in this direction.

Why Botswanar?

Against the background ot the potential regional competitors, the competitive

advantages ot Botswana mav be listed.

« Botswana is centratly located swithin the Southern African region and s
particufarlv accessible lrom Johannesburg, the regronal linancal centre (see

IR
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Botswana is in the same, or similiar, time zone as continental Europe, facilitating
communications during the working day, as well as making air travel less
OMnerous.

Botswana has a history of political stabilitv and has a stable workforce.
Botswana has a strong currency reserve position, and a relatively hard regional

currency.
Botswana generally has good intrastructure for modern businesses, with certain

limitations set out in Section 7.

As part of the survey of IFSC jurisdictions, a detailed analvsis was done of the
annual total costs of running a standardised administration office in each
jurisdiction, using defined cost categories. A summary of the results is contained in

Table 3.1 which follows.

The table reveals that Botswana would be a medium cost [FSC destination--
considerably less expensive than established IFSCs like Cayman and Bermuda, but
also significantly more expensive than some of the newer [FSCs such as Malta and
Mauritius. Importantiyv, the latter two may compete in simiiar markets to Botswana.
Since part of the high cost in Botswana relates to costs, such as the relatively high
cost of skilled labour, which cannot be changed, it is therefore all the more
important for Botswana to offer other compeiling advantages. and to seek to

position itself as a quality jurisdiction.

Page 21
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able 3.1 Annual costs of running an administration office in US$: A comparison of IFSCs

Botsivan 15y rokect
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EIEEEE&J EQE.I Bermuda_ __Bvi Cayman | Dublin [ Gibraltar i Guernsey | Isle of | Labuan | Lux | Maita | Mauritius [ vanuatu South Botswana
| Islands | Man_ _Africa |
ic Salaries” 1 270 000 170000 225000 132000 137500 136 722 163 035 103500 196810 103500 90500 115000 115065 136 500]
agement 100000 80 505 120000 72000 60000 64340 75 000 60000 82870 45000 60000 80530 65 750 70 000
sers 0000 B5000 75000 48000 67500 51477 56000 40000 87010 51000 22500 50000 41095 60 000
2 o 30000 25000 30000 12000 10000  2091g 36000 3500 26930 7500 8 000 5000 8220 6 500
efits 56000 34500 43500 28400 15475 27841 44375 38740 50230 17 250 24605 15450 28035 31300
tical Aid 2 10000~ 8250 9750 1600  37%g 5126 3875 8000 5070 0 605 12000 2835 3850
sion 3 10000 9250 9750 13200 6875 13080 16200 14490 19080 17250 8 500 3450 7940 13 650
us Prov 4 15000 16000 24000 13600 5850 9635 24300 17250 26070 0 15 500 0 17260 14 000
roll Tax 21000 0 0 0 0
2phone 5 35000 33000 39000 13120 6500 3275 21375 3070 20715 6000 16235 22360 18590 25 000
allancn 4000 1000 1000 8980 300 730 775 130 1725 300 720 200 585 2 000
tal 1000 2000 2000 950 1200 1145 3100 540 3450 300 515 2160 1565 2 000
92 30000 30000 36000 3200 5000 30883 17500 2400 15540 s 400 15000 20000 16 440 21000
ise 6 23000 22625 22625 13028 3718 11726 15810 13 872 18990 5718 4715 24875 8758 11 385
: 3000 805 805 520 260 869 310 720 1038 246 250 2125 248 322
ssengers M C 0 0 0 1040 390 1303 8525 432 2070 1723 1130 6000 1240 1612
NGLIpier 6000 4525 48525 311g 390 1737 1550 1440 8290 738 700 5750 1982 2576
TpUlErs 4000 9655 9655 4730  1{B4s 5645 3875 10128 4145 2830 2 255 9750 3223 4190
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Expense Noterermudal BVI l yman' ublmlGlbraltarlGuernsey Mauritius
Islands

erExpenses 135000 117 300 (142300 68000 55969 66 610 125 162 2 81452 92730 37873 36850 3 3115 48588 68 209
irance i 10000 "2000 2500 3400455 129777750 4188 2070 373 185 125 174 2265
wonery.Pin g 10000 8000 10000 3200 1200 3378 310 960 4140 3000 1000 3000 3288 4275
ce rental 9 J2000 20000 24000 32000 24000 38604 1860 20824 31075 12000 12000 19200 g9ge3  1q 450
king 16 0 2000 10800 4800 3240 4825 gogy- 0 4140 0 1080 0 2952 5821
aners 1 OO0 2500 4200 800 2400 2509 1 s 1680 3450 1200 1800 1890 1200 1500
Aers 12 o000 4800 4800 2400 1200 5791 31000 266 1325 0 3000 42000 4000 5000
Sflanment 13 5000 18000 18000 1600 3 ggg - 1609 15500 14400 9945 3009 1500 3600 4920 5 000
vspapars 4 20002000 2000 3200 1000 115 775 1518 645 640 500 200 548 712
snses 15 5000 5000 6000 0 3000 193 11625 808 3450  3pp 4000 500 1644 2 500
rertising 18 2400018000 24000 9600 12000  1g09 7 750 2400 16575 3600 6000 6000 6576 6 500
vel 17 J0000 30000 30000 4800 2000 2895 1580 7008 11570 10000 5000 4500 8220 10688
2run exp 18 0 0 0 1600 400 370 3100 960 1245 50 300 1000 1151 1500
ice Teas 19 2 000 0 0 800 S0 1641 775 800 2400  3gg 300 600 840 1000
ndnes 4000 5000 6000 800 1200 13 s 640 700 1000 205 500 1644 2 000
TALUSS 463000 377425 472425 254 548 219 162

275 657 368 722 221 634 379475 171349

172923 260800 213037 272 394
NBDan ihed notes on the ab

whe caleulations i ailable og request from the Botswana Development Corporation,

Botswana 11y )y, Vot
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South African Demand for a Botswana IFSC

A previous section has analysed the potential of South Africa as a
competitor to Botswana in international financial services. However, it
is more likely that South African businesses would be users of a
Botswana IFSC. In order to establish attitudes towards a potential
Botswana IFSC, a survey was undertaken by interviewing the
management of several major SA banking and fund management

groups, as well as tax advisors.

These interviews revealed a cautious interest among SA financial
institutions about possible developments in Botswana. The following
points emerged:

most of them already have extensive offshore interests, mainly in
established UK offshore centres such as jersey, Guernsey and Isle of

Man;
all were aware of developments in newer centres such as Mauritius

but were adopting a wait and see attitude;

the major reasons cited for choosing an offshore centre included:
credibility (arising from the commitment of the jurisdiction and
from proper reguiation), confidentiality and costs;

Botswana would have to overcome the credibility gap as an
emerging financial centre by demonstrating real commitment at ail
levels and in government and private sector to the project:

major SA banks would only use the jurisdiction if the SA Reserve
Bank approved there establishment in the jurisdiction. If (implicit)
approval were obtained, this would also add credibility.

At present, SA businesses are constrained in their ability to invest in
otfshore businesses bv the presence of SA exchange control on residents.
Despite the recent relaxation of controls on non-residents, most
analvsts expect that full relaxation on residents will not happen for
another year or two at least. Hence, the potential 5A demand for a
Botswana [FSC must be considered pre- and post- S\ ¢xchange control

relaxation.

lre- SH exchange controf refaxation

Several opportunities mayv be identified in this phase:

« Some SA financial institutions have had a less than favourable
experience ot existing otfshore centres because ot high costs and
contusion resulting from the difficulty in ensuring adequate

management oversight trom SA: Botswana could pointedlv target

such institutions.
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SA companies alreadv make use of international business companies
in other jurisdictions for marketing and sales to particular regions:
Botswana companies could be used for sales into Africa.

As more SA companies look north into Africa, more traveiling by
certain staff is required; contracts with staff who spend considerable
portions of their time outside SA may be more tax-efficiently
structured through Botswana international business companies.
Because of the certainty introduced by the tax treaty between SA
and Botswana, Botswana may prove a competitive location for
investment funds which target SA (provided withholding taxes on
dividends and interest are relaxed).

An estimated R50 billion of SA residents’ money is currently illegaily
offshore. The SARB is currently reluctant to extend a general
amnesty to these residents. However. a window mav be opened for
the repatriation of the moneyv to SA without risk of prosecution if
the SARB couid be persuaded to allow money in via Botswana. This
would constitute a limited amnesty, designed to benefit the region
most. There is no doubt that, were this opportunity to present itself,
this could prove a major catalyst for [FSC development in Botswana.

Post SA Lxchange contro! refaxation
Following the liberalisation of controls of SA residents, Botswana would

be able to market a full range of international financial services,
targeted at SA users, and stressing the advantages, of easy accessibility

mentioned in the previous section.

Particular opportunities may exist in areas such as captive insurance,
discussed fully. Section 5.4. In addition, there may be considerable
demand for asset protection vehicles (trusts) for high-net worth

individuals.

However, the relaxation ot SA exchange controls would also provide SA
residents with casy access to other established [FSCs hence it is
important that Botswana be positioned and established to take
advantage of this demand. when relaxation occurs.

[t is also clear that S\ authorities need to be involved in discussions
from this point on so that there is no misunderstanding (see risks- 10.3),
and so that regional concessions vital to the start ot the centre may be
negotiated. [n particular, discussions shouid focus on:

e the adequacy of planned supervisory regimes and the possibilities
for cross-border supervision;

the possibility ot the timited exchangee controf amnesty mentioned

above;
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+ the possibilitv of regional relaxation of exchange controi, as mooted
by the SA Minister of Trade and Industries.

There alreadv exist forums and relationships for ongoing dialogue
among regional central bankers, which could be used for this purpose.

Therefore it seems that there is potential demand from SA businesses,
but this demand would have to be carefully cultivated through creating
an attractive holistic environment and strategic marketing (see 8).

The clear lesson from successful [FSCs is to build on regional demand
for financial services. Proximitv to major economies and even major
financial centres such as London or New York, may be turned to major
advantage if the legislative and supporting environment of the [FSC is
tailored correctly. The team believes that the growth of regional
integration in Southern Africa, including the relaxation of exchange
controls, could be an important catalvst in the development of a
Botswana [FSC. However, even without strong regional demand, there
are opportunities for expioiting demand from elsewhere in particular
areas, such as CIU administration, as explained in Section 5.
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KEY OPTIONS EVALUATED

SUMMARY
The team considered a number of options for [FSC
development, and recommends as follows:
that a phased approach, rather than a ‘big bang’
approach be taken to [FSC development;
o that the Botswana [FSC shouid concentrate on
developing niche markets for which known demand

exists;
that the Botswana [FSC should not be geographicaily

restricted to a local area, but should rather register
businesses by their function, regardless of their

location in Botswana.

[n order to form its recommendations, the team has evafuated three key
options affecting the type and nature of [FSC deveiopment and

recommends as follows.

Big bang vs. Phased

An option followed by certain jurisdictions is a so-called ‘big bang’
approach: to draft and pass a raft of legislation concurrently which sets
up the necessary vehicles for an IFSC; and then to declare that the
jurisdiction is open for business across a broad range of IFSC activities.
Among recent [FSCs, Mauritius and Labuan have followed this route.
This option has the advantages of building domestic momentum for the
project, which mav be dissipated over a longer time frame, and of
sending signals of the strong determination on the part of the host
government to set up and sustain an [FSC. The disadvantages are that
having the legislation in place is no guarantee that business wiil be
attracted: in particular, the physical intrastructure mayv not be in place
to accommodate business, as was the case with Labuan, or the
regutatory capacity mav not be able to oversee applicants etfectively.

The second option is to prioritise areas in which demand is likely to be
the wreatest and to tocus devefopment work in those arcas--including
the passage ot legisiation targeted at the niches identiticd and the
development ot phyvsical intrastructure and regulatory capacitv. The

Botswara 115 Project
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4.2

4.3

team strongly favours this approach on the grounds that (i) it is better
suited to Botswana’s conditions. in which legisiation takes a long time
to pass, and (ii) it is a more realistic way ot attracting business.

Niche vs. General

Linked to 4.1 above, certain [FSCs offer international financial service
activities across the board, while others have developed legislation and
expertise targeted at particular sectors. Over time, [FSCs tend to deveiop
niches; hence, for example, Bermuda is known as the premier iocation
for captive insurance; Cayvman Islands for otffshore banking; BVI for
company registrations; and the Channel [slands & Luxembourg for

European investment business.

In line with the discussion in 4.1 above, the team recommends that
Botswana choose a few niches up front, namely CIU administration and
international business companies, suggested in Section S below, in
which the potential demand is strongest, and work to develop and
market its comparative advantage in these areas. This will avoid
dissipating efforts across a broad front at tirst; and if successful in the
niches, the demand for further services. such as international banking,
will automatically follow, and in turn, wiil be easier to service.

National vs. Geographic

In a number of the smaller [FSC jurisdictions, financial services business
may be carried out anvwhere in the jurisdiction, provided suitable
licensing is obtained. These are national financial centres, where the
licensing is by activity, and not by location within the national
jurisdiction. Examples of this approach include Isle of Man or Cayvman

[slands.

Another option is to restrict IFS businesses to operating from premises
within a defined sub-area of the national jurisdiction. Such IFSC’s are
otten, although not always, linked to other specific international
measures, such as Export Processing Zones. Examples of this approach
include Labuan. a regional sub-unit for Malavsia, and the Docklands
arca of Dublin, [reland. In general, these geographicallv specific [FSCs
are linked with specitic regional deveiopment policies: Docklands was a
depressed area of Dublin, which the authorities sought to upgrade: and
of Malavsia, which the central

In the Botswana context, it might
cven o particular

l.abuan is an out-lving region
sovernment has sought to promaote.

possible  to  designate,  -av,  Gaborone, or

he
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commerciallv zoned area within Gaborone. as the site for an

international financiai service centre.

The team believes that the geographic limitation of the [FSC has no
compelling benefits in the Botswana case. If anything, it has the danger
of linking international financial services development with particular
real estate development. [f Botswana were to follow a policy of licensing
[FSC business by activity performed. the most likelv outcome is that all
businesses would operate from Gaborone: possibly even from relatively
concentrated areas of Gaborone. However, to restrict [FSC business to
any particular areas would invite distortions in the property market.
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INTERNATIONAL FINANCIAL SERVICE ACTIVITIES

5.
SUMMARY
Five kev IFSC activities were identified and described,
including the opportunities created by them for service
providers in Botswana and possible catalysing factors.
These activities are:
e (Collective investment undertakings/ fund
administration
» International Business Companies/company
administration
e [nternational Trusts/ trust administration
+ (Captive insurance/ captive administration
« International banking
5.1 Collective Investment Undertakings (ClUs)

CIU’s, otherwise known as mutual funds, investment funds and unit
trusts in other jurisdictions, allow tor investors with similar investment
objectives to pool their resources and collectively invest in a porttolio of
assets with the aim of spreading risk. lowering unit costs and retaining

liquidity of investment.

Section | has briefly described the project in 1994 which investigated
the potential for CIUs in Botswana and provides draft legislation for
impiementation. This report should Dbe referred to for a full
understanding of CIU’s, since this section describes only how CIU

business tits into the development of an {FSC.

The draft Collective Investment Act provides for three categories ot
CIUs to be licensed in Botswana:

o domestic IUs: which are domiciled
Jotswana residents;

foreign CIUs: which are domiciled clsewhere but are marketed to

tocaflyv and marketed to

Jotswana residents;

foreign exempt CIUs: which are a new category of CIU which may
or mav not be domiciled in Botswana, but the administration ot
which iy carried out in Botswana by ficensed tund administrators.

[t iv the catezory of torergn exempe CIUs which otfer the most potential
tor the development of [FSC bhusiness in Botswana. The dratt Act was
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tailored so as to provide for the most modern, flexible and appropriate
regulatory environment, which mav appeal to fund managers from

other jurisdictions.

The business of fund administration includes various functions such as:

e liaison with share/unit holders
e rmaintaining books of account
» performing net asset value calcuiations

» calling meeting of members.

The audit of these funds, as well as certain legal services, would also
have to be provided in Botswana.

Hence, the skills required by fund administrators would be concentrated
at clerical level, in which knowledge of bookkeeping and computer
systems for rapid communication is essential. Fund administration
companies may be formed by accountants or lawvers, or by existing
financial service companies for the purpose of providing services to

exempt foreign CIUs.

The team believes that fund administration has the greatest potential as
an initial CIU activity under the draft Act. However, CIUs are one
vehicle in a broader category of financial services known as investment

business.

Another category of investment business which may be offered from a
Botswana [FSC is personalised investment management. This involives
high net worth individuals and corporations having their assets
administered by a financial institution in a financial services centre.
The rationale behind such activity will usually be avoiding taxation,
asset protection (from poiitical and economic instability as well as from
litizgation), and the need for contidentialitv. Investment management
activity will eventuailv resuit in the need for a pool of investment
advisory and management skills. Some ot these skills mav initially need
to be imported and it is therefore cessential that Botswana develops
training programmes for the transter ot such skills to the local labour
force. During the period that Botswana is maturing as an offshore
linancial services centre, it is likely that certain investment tunctions
will need to be delegated to other jurisdictions and it is anticipated that
a phased approach will be adopted in bringing such activities into the

Botswana ecconomy.

n addition to investment activities on behalf of C[Us and high net
worth individuals and corporations, it is likelv that there will be spin-otf
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opportunities for Botswana when other financial vehicies have been
established. In particular. investment activity by insurance companies
and pension funds in relation to privatisation have been identified as

turther sources of business for Botswana.

Opportunities for Botswana

World-wide, collective investment undertakings are the fastest growing
financial services sector with assets of US$ 13S billion in 1980 growing
to USS 2 trillion by 1995. There is no doubt that, properlyv positioned,

Botswana can take a slice of this market.

The CIU legislation as drafted is the most modern and innovative
offshore investment legislation in existence today. The CIU legislation
would become one of the cornerstones of the IFSC and would enable
Botswana to commence marketing the financial services centre.

Importantly, the CIU business does not depend on South African
demand. The Act may offer an administration environment appealing

to European fund managers within the same time zone.

In addition, Botswana presently has tax treaties with South Africa,
Sweden and the United Kingdom, and it may be possible for structures
established under CIU legislation to utilise such facilities. [t should be
anticipated that, as soon as the CIU law is passed, Botswana’s treaty
network will be reviewed to determine how foreign investors to

Botswana can best take advantage of such treaties.

Catalyst: Implementation of CIU legislation

Although nothing prevents CIU business from being undertaken in
Botswana at present, the passage of the dratt Collective [nvestment Act
may catalyse major  developments in this area of business, it
appropriate marketing is undertaken. [t is belicved that the Act may be

This should be treated as a matter of

passed bv November 19985,
advance of the

urgencv. However, certain actions mav be taken in
passage of the Act and these are outlined in Section 1.
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5.2

International Business Companies (IBCs)

The international tax planning and asset management activities which
depend on International Financial Services Centres require the
availability of a clear and easy-to-use corporate law. A number of the
jurisdictions which have successfully developed as International
Financial Services Centres have, within the last ten years, introduced
new company law statutes which incorporate modern principles, often
alongside the domestic corporate law. Companies set up under these
laws are known as international business companies (IBCs) or exempt

companies.

Some of the more common uses of IBCs include acting as offshore
insurance and reinsurance companies, offshore investment companies,
investment holding companies and mutual funds, international
trading, leasing or servicing companies, and companies generating
international rovalties and commissions.

The corporate law which provides for the establishment of IBCs should
be sufficiently flexible to accommodate the manner in which such IBCs
are managed in the context of an International Financial Services
Centre. It is, as the name implies, also essential that [BCs should be

exempt from all taxation and exchange controls.

[t might be said that Botswana, with its source-based tax system, and its
recently amended if not entirely modern companyv law, possesses the
essential ingredients for the existing company structures to be used as
IBCs without any further amendments. The application of this concept
would result in foreign persons incorporating Botswana companies and
using them for non-Botswana transactions, therebyv avoiding all
Botswana-source income and sutfering taxes only on distributions from
the company. However, it is not recommended that this route should
be tollowed as it would result in confusion between existing companies

conducting business both in Botswana and abroad.

It is recommended that legisiation enabling [BCs be introduced as the
next essential step in the implementation ot the Internationai Financial
services centre. This can be achieved cither by the introduction of a
complcetely new company law which deals with and appties to [BCs
oniv or alternatively by introducing a new section to the existing
company faw which might provide certain exemptions from some of its

provisions tor [BCs,

2. -
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Some of the characteristics that the companyv law must provide for in
order to be attractive as an [BC jurisdiction are the following. An [BC

must:
» allow the possibility of issuing bearer shares;

» be able to have par value shares or no par value shares;

e be able to have a single shareholder:
have flexible redemption/repurchase procedures for its own shares;

« be able to have corporate directors;
» be able to have a single director;

» preferably not require local directors;
be able to provide for optional endings to the corporate name

(Limited, Inc., S.A. etc.);
» Dbe free from any u/ftra vires principle;
not have any publication requirements for financial statements.

[t is recommended that the I[BC legislation should make it a
requirement that each [IBC should appoint a local registered agent in
Botswana. This function shouid, furthermore be restricted to business
entities which are licensed for that purpose. The registered agents would
be required to ensure that the corporate documents filed with the
registry comply with the statutory requirements and will effectively

provide the first tier of regulatory supervision

Opportunities for Botswana in the field of IBCs

These opportunities can best be assessed by considering some of the
possible business ventures which might be established in Botswana as a
resuit of the implementation of enabling legislation. These are the

following:

Registered Ayents

[t may be expected that a number of registered agents will be licensed
under the Internationai Business Companies Act. These entities will
carn fees from the exempt companies and will ¢mploy people to
administer the companies. The services otfered by the registered agents
would in the tirst instance be in maintaining compliance with the
formal requirements of the faw. [t mav reasonablv be expected that a
would. over time, require additional

gsrowing number of the (B
Accounting

services in the torm ot Company Secretarial Services,
Services, Legal Services, Audit Services, otc. Some of these would require
proressional expertise not normally within the capability of the typical
reaistered agent and others mav be provuded by the registered agents
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themselves. [t is expected that the registered agents wiil be taxed on
their net revenues. Registered agents may be required to take a
particular legai form, such as Trust Companies, as proposed in section

5.3.

Headquarter Companies
The typical IBC will be incorporated by a foreigner and will be used for

foreign (non- Botswana) business purposes. The only connection with
the jurisdiction will be the ongoing services required by the law and by
the company to be provided in Botswana. [t mav be, however, that one
or more multinational corporations could be encouraged to use a
Botswana IBC as the principai holding company of all or some of its
group. This would result in the establishment of a group head-office in
Botswana which will employ staff and use the local infrastructure.
Although such a company should not pav any direct local taxes it
would contribute to the economy through its use of local resources.

Ship and Aircraft Registration

[n [FSCs, “open registration” or “flags of convenience” are terms used to
refer to the opportunity that non-residents may have to register a ship
in a country and to carry that country’s flag although the
administrative headquarters is cited, and the real business is carried on,
elsewhere. There are a number of significant reasons other than
taxation for using tlags of convenience, such as low registration fees,
low wage or social security costs, reduced technical standards required
and a lack of other operational controls from the Government.
Generally, low or no income taxes are paid in the country of

registration on protits from the shipping operation.

[t mav become appropriate for Botswana to consider the establishment
of such a registry in order to promote the use ot the local infrastructure.
The feasibility of such a facility would require to be established
independently and no recommendation is presently made in this

regard.

What catalvsts inav stimulute the use of Botswana (BCs

[n dratting [BC legislation, it will be important to  establish an
cnvironment which ts in certain respects uniqgue. This mav be achieved
throuzh tactors which are introduced in the law and which are not
found in comparable legislation elsewhere or it mav arise as a result ot
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the interaction between the new legislation and the economic
conditions prevailing at a particular point in time. These economic
conditions may exist at the time that the [FSC is established or it may

be that they arise onlyv thereafter.

It is expected that there will be a continuing growth in the domain of
tax exempt commercial activity as the giobal trend towards free capital
movement intensifies. This trend will be manifested in the Southern
African region byv the abolition of exchange controfs in the Rand
Monetary Area. [t can be expected that the trends which have been
demonstrated in the removal of exchange controis elsewhere will be
repeated in the region and accordingly there will be an increase in the
already high regionai use of exempt companies and trusts. Thus, apart
from some completely unforeseen event elsewhere in the world, such as
a breakdown of law and order in the BVI, it is likely that the principal
catalvst tor growth in fiduciary services provided from Botswana would
be the removal of exchange controls in the Southern African region.
This opportunity will only be realised if, when the anticipated event
occurs, the industrv has alreadv been established in Botswana.

53. Trusts

Trusts are commonly used in international tax planning in jurisdictions
which recognise the Anglo-Saxon concept ot the trust, such as
Botswana. Trusts are typically used to own the shares of an IBC or other
exempt company. This enables the shareholders of the company to
structure their operation in such a wayv that certain profits may be
distributed to the trust for distribution in accordance with the wishes of

the founders of the trust.

In most International Financial Services Centres which have an Anglo-
Saxon legal foundation, trusts are recognised as being an essential
feature in the conduct of fiduciarv activities. Botswana’s trust law is
embodied in the existing jurisprudence and finds its origins in both
Roman Dutch and English Common Law principles. [t will be essential
for this law to be codified if trusts are to serve as usetul structural
vehicles in an International Financral Services Centre. In addition, the
trust law should be clear and preferabiy qualified in a single Act ot
Parttament. It is also necessarv that the trust be exempt from taxation.

In addition it mav be usetul tor some of the tollowing aspects to be

addressed in anv new trust faw.
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Under modern trust law a settlor, on setting up a trust, looks for a
simple tax regime. The separation of the beneficial ownership from the
legal ownership is behind the use of trusts in tax planning. By placing
assets into legal ownership of the trustees in whose hands theyv are no
longer taxable leaves the beneficial owners, the beneficiaries, free to
enjoy the assets without the assets and the accrued income being
reduced by taxation. The ideal for an IFSC is that no taxation of any
kind is payable by an international trust or by its trustees or any
beneficiarv. This would allow attention to be paid to the purpose for
which the trust is required, apart from tax planning. This is not always
possible as the tax consequences of setting up a trust (e.g. taxes on the
transfer of assets into a trust) are as important as the subsequent

taxation of income and capital.

Most trusts which are established in an [FSC will have some connection
with another jurisdiction either because of the source of the assets or,
the location of the beneficiaries or the settior. For this reason, looking
to the tax regime which applies in the jurisdiction where the trust is
established, however favourable, is not enough since the settlors or
beneficiaries may be taxed elsewhere, whether or not they receive
income or capital. In this report no attempt has been made at solving
complicated international tax planning issues. Rather, the report
concentrates only on the potential beneficial etfect of having a legal
environment in Botswana which is favourable to the establishment of

trusts which are exempt from taxation in that country.

In [FSCs, trusts are used extensively to mitigate inheritance taxes,
capital gains tax and to establish pension schemes. The increasing
demands of business from an international point of view have resuited
in a highly paid and highly mobile executive workforce. Companies are
much more inclined to introduce performance related remuneration
packages and take steps to establish emplovees’ share ownership and
pension schemes in tax effective jurisdictions. Multinationals will
establish their structures in the most favourable jurisdiction from a tax

point of view.

[In many civil law countries there are torced heirship rules which restrict
a testator’s ability to provide for the disposition ot his estate in the
manner which he would prefer. Testators who seek to avoid these rules
otten resort to trusts. Some jurisdictions, such as Guernsev have sought
to attract the establishment of trusts tor this purpose by providing in
their Trust Law that no disposition bv a sctttor would be invalidated by
anv toreign rule ot forced heirship or bv reason ot the fact that the
concept of a trust was unknown to or not admitted by the law ot that
jurisdiction. Simifar provisions might be mcorporated in the Botswana

law.
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5.4.

Another legislative feature which might be usefully adopted in the trust
law of Botswana is the possibility that a settlor of a trust, wherever
situated may expressiy declare that Botswana law shall be the governing
law of the trust and that such a declaration will be recognised by the
Botswana Courts as valid and conclusive regardiess of any other
circumstance. The law shoulid also recognise provisions in a trust deed
for the changing of the governing law to or from the laws of Botswana.

The legislation should also address those areas concerned with the
validity, and administration of trusts, and the capacity of a settlor to a
Botswana trust. An attempt should be made to eliminate as many as
possible of the uncertainties which exist where different systems of law

and jurisdiction may be at issue.

Opportunities for Botswana

The trust law would typically also regulate the licensing and
establishment of trust companies. Apart from the function of acting as
trustee the activities conducted by trust companies are very similar to
that conducted by registered agents and it may be envisaged that those
entities licensed to act as registered agents would also be licensed to act

as trust companies.

Catalysts for Development of Trust Business in Botswana

As with other areas of IFSC business, the key catalyst for trust
administration business is likelv to be the abolition of SA exchange
controls on residents. This would mean that high net worth SA
residents would be likely to seek means of diversifving their wealth
holdings internationally, and Botswana trusts mayv be well placed to
benetit. [t is also possible that the proposed trust legislation in Botswana
mav be drafted to be innovative and distinctive, and this in itself may
attract service providers from other [FSC jurisdictions.

Captive Insurance

A captive insurer tvpicatly acts as a vehicle tor the self-insurance of
specialised risks faced by the parent company or industry association,
when the risks are not adequately catered for in existing traditional

insurance markets.
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Captive insurance originated in the United States but has spread
throughout Europe and is spreading throughout other continents. There
are presently over 3,000 captives world-wide of which 2,300 are based
around North America, 700 in European centres and 50 in the Far East.
Generally, the growth of captive insurance has been led by muiti-
national corporations (MNCs) and large national corporations (LNCs)
who have formed captives either directly or with the assistance of their
insurance brokers. Industry groups which have formed captives include
many of the world’s energy suppliers, shipping companies, health care
providers, and professional groups, all of which have co-operated to
address crises in the traditional insurance markets.

Some of the tangible benetfits of seif insurance through captives include:
realising the savings from funding predictable claims internaily

rather than through the traditional markets;
the possibility of tax deduction on the premiums paid to the captive;

e providing the corporation with savings on direct access to

reinsurance coverage;
opportunity to tailor coverages and deductibles for business segments

whilst obtaining optimum market pricing;
being able to provide evidence to external agencies of insurance

coverage.

There has been continued innovation in the risks written by captives.
The lines of insurance business favoured by captives include property
damage and business interruption; products and public liability;
emplovyers liability; marine hull, cargo and liability; directors’ and

officers’ liability; professional liability.

In addition to the general characteristics which need to be in place in
order tor international financial services to tlourish, captive insurance
needs to be supported by capable service providers with access to such
skills as accounting, treasury, legal and corporate management,
underwriting, broking, claims handling, actuarial and audit services.
Typically, many of the skills required to administer captives are offered
by management cntities set up to manage a number of captives. This is
a more cost ctfective means of conducting business than for each
captive to cstablish an individuat physical presence. Since some service
providers will locate in a jurisdiction with the cxpress intent of
devefoping international business, thev would expect to be accorded
the <ame level of incentives and exemptions as the captives they serve.

nsurance reguiations and supervision need to be in place to etfectively
filter out poor quality busmess to maintain  credibility. Such

supervision is otten best mamtested as a co-operative ctfort by the
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government and industry, through a well defined and streamiined
licensing and monitoring svstem. It is envisaged that captive insurers
will be established as IBCs, and that the IBC legislation will incorporate
regulations for the licensing, filings and supervision for captives and
other exempt companies formed to carry out insurance activities.

The objective of the regulations would be to establish modern
legislation comparable to competing jurisdictions. Regulations would

cover inter alia the following areas:
- the licensing and registration process for a captive insurer

- minimum capital and solvency margin requirements

- identification of responsible resident otficer

- licensing of insurance service providers

- maintaining of records in Botswana

- basis for presentation of financial statements

- preparation of financial statements

- audit requirements

- regulatory filings

- segregation of non-insurance activities

- power to have assets held in Botswana if conducting local business

- powers to request information, monitor, investigate, wind up

- winding up process
- cancellation of registration

- penaities for failure to comply
- confidentialitv provisions

- power to modifv regulations
- regulations relating to filings to obtain licence and maintain

registration

Opportunities for Botswana

There has been continual world-wide growth in the number of captives
established, despite trade restrictions in the industrv and withdrawal of
tax benefits in certain countries. The growth in captive insurance
transcends market cveles of premium rates and capacity, and trade
protectionism.

VManv of the leading insurance brokerage tirms have established
management capability in the centres tor captives. Tvpreally, existing
protessional service providers, wuch as accountants or lawvers, would

Page 40

Botswana 1150 Project



Deloitte &
Touche
A
BOTSWANA IFSC

JULY 1995

applv their local knowledge and resources profitably to service the
captive business as the IFSC develops.

Proximity to the bases of corporations and groups likely to self insure
through captives is an advantage for an IFSC. There appears to be
considerable potential opportunity for the growth of captive insurance
business in Botswana for SA companies. A number of large SA businesses
set up captives in UK offshore centres, and premiums were estimated at
R 200m p.a., until the exchange control authorities and Receiver of
Revenue clamped down drastically on the practice following the
publication of the Melamet Report in 1990 (7he Commission of
[/nquiry into the flow of Short-Term [nsurance fPremiums out of the
Republic and the Operations of Captive [nsurers). To start new captive
business would require parent companies to obtain the approval and
consent of authorities, such as the Financial Services Board which
oversees insurance in SA. Equally as important would be the relaxation
of exchange control to allow the ownership of offshore insurance
companies. However, following the relaxation of exchange control and
other approvals, Botswana may be well placed to attract the next tier of
SA businesses which had not vet formed captives before 1990.

Exciuding potential demand from South Africa, it is possible that the
loss of popularity of other jurisdictions may provide an opportunity to
Botswana to cultivate relationships based on selective marketing and

tailored regulations.

Captives bring with them relationships with large international
companies and groupings which may have spin-off benetits for the
leisure industry. Botswana’s tourism assets should be regarded as an

advantage in attracting captive business to Botswana.

Section 8 of the report addresses the question of marketing of the [FSC
in general. The marketing of captive insurance should follow similar
lines, invoiving joint initiatives between the public and private sector
groups. The endorsement by recognised captive industry teaders of the
advisabilitv of basing business in Botswana would be vaiuable, but
particular targets tor tarketing should be international captive service
providers, and risk managers and advisers to corporations and industry
groups in South .\ftrica and other focations which are likely to be

interested.
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Catalyst for the development of captive insurance.

There is no doubt that South African companies offer the best potential
market for Botswana captive insurance services. Hence, other than
developing an appropriate regulatory and supervisory environment, the
major catalyst for development would be the relaxation of SA exchange
control, and the allowing of the deductibility of premiums paid to

Botswana captives by SA tax authorities.

5.5. International Banking

International banks located in [FSCs provide a number of services to
clients with international business activities.

Deposit-taking

Almost all financial centres, whether offshore or not, have substantial
deposit-taking activity. Not only are deposits an asset in their own right,
but thev often form the basis of the liquidity of investment portfolios,
or the mechanism bv which cash is put to work between holdings of
other assets. Most investment life-cycies, whether personal or corporate,
start with cash held on deposit in some form. Offshore centres have
generally developed a broad range of financial activity after
international banks have started offering deposit-taking services.

Banks regard offshore deposits as an important source of their treasury
funding. Offshore centres are likely to increase their market share in
global deposit-taking as wealth of individuals increases, as iegitimate tax
avoidance methods become more sophisticated and as banks increase
their reliance on personai rather than wholesale deposits.

Foreiyn Exchange Services

Forergn exchange services offer the transter of a cash asset from one
freely convertible currency to another. Demand for these services will
arise from all non-ltocal users ot the [FSC, und indced from many local
investors, who will seek to broaden their international asset exposure as
international investment opportunities widen. This demand wiil come
from personal, corporate, tund and institutional users. The proposed
phased lifting ot exchange control on capttal account in Botswana is
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likelv to add substantiallyv to foreign exchange activity. Principally,
foreign exchange products include: currency switching, (spot and

forward), hedging and investment settlement.

International Treasury/Trading

Multinational companies and banks have been slow to exploit the
available information technology which would facilitate the relocation
of treasury and trading operations to offshore financial centres. Over
the last 15 years there has been a trend towards centralising the treasury

function of multinational and conglomerate groups.

Trading activities now extend well beyond market boundaries.
Financial institutions and corporates alike are beginning to place
transactions further afield to gain some pricing or competitive
advantage, although many have been slow to exploit the available
information technology which would allow them to relocate their
treasury and trading operations. However, as more muitinational
groups seek to centralise and optimise their treasury function, there is
an opportunity to encourage treasurv and trading functions to locate

offshore.

International treasuries are used for in-house trading activity or, in
some instances, for investment or securities transactions with third
parties. External transactions in an IFSC would be entireiy with market
professionals to avoid exposure of private individuals to high risk
market instruments. Bonds, warrants, index and hedge funds could all
be structured through such treasury and trading operations.

Custody

Demand for custody operations will arise from other tinancial centre
activities, such as investment management. The use of custodian
specialists is often a more etficient and cost saving means of handling
this activity.

Internationally, the trend is towards high levels of centralisation of
¢lobal custody work and a smail number ot major banks have emerged
as dominant in this field. Such globai custodians are likelv to act as
sub-custodians to Botswana custodians in other jurisdictions. [However,
it is necessary to maintain the primary custodyv in the otfshore centre so
that ownership is not inadvertenttyv repatriated to the resident country
of the giobal or sub- custodian, or indeed ot the underlving client or

beneticial owner.
Products offered by custodians include:
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Custodv Accounts, where stocks are held on behalf of identified

underlying clients.
Fiduciary Accounts. which are custodv accounts where the identity

of the underlying client is known only to the intermediarv who
operates the custody account. The intermediary then has the due

diligence obligations.
Fund Trusteeship, where stocks are held by a custodian as trustee for

the underlying unit holders. Much greater responsibility attaches to

this role.
Discretionarv [nvestment Management, where in addition to

providing a custodv service the custodian bank will act as
investment manager, investing funds on behaif of the client in

securities or mutual funds.

Opportunities for Betswana

The Banking Act of 1995 has recently been passed, and the project team
believes that this offers a suitable legislative framework for international
banks to set up in Botswana. Under the Act, international banks would
have to establish local subsidiaries since branches are not permitted. In
many jurisdictions. such as S.A. branches of reputable banks are
permitted.

The physical presence of an international bank offshore office may
typically comprise a manager, who mayv be from the jurisdiction of the
parent, as weil as administrative and support staff of four to tive people.
Local revenues are generated through salaries, overheads and fees to

service providers.

The growth in the volume of internationai business activities is bound
to create a demand for international banking services, especially
deposit-taking and foreign exchange, since IBCs and international
service providers will require these facilities. Existing local banks may be
in a position to otfer some or all of these services; the growth in
demand therefore represents an opportunity tor them, rather than a risk
{see 10.1). HHowever, other international banks with a presence in
offshore centres mayv be attracted to Botswana as niche service

providers.

Catalyst for the development of offshore banking.

As with captive insurance, the biggest catalvst tor international banking
in Botswana would be the growth of regronal integration, and in
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particular, the relaxation of exchange control on residents in SA. While
this would mean that Johannesburg-based internationai banks could
also serve the region, the growth of other IFSC activities in Botswana
would generate a demand for local banking service providers in

Botswana.
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6.

STATUTORY & TAX IMPLICATIONS

SUMMARY
The decision to proceed with an [FSC has a number of

implications in key areas:

e Exchange control : As long as exchange control
remains on residents, IFSC activities would require
exemption from ail prevailing forex controls.
Tax: Botswana’s present source-based tax laws would
require clarification and refinement.
Legal: New modern legal and regulatory frameworks
would be required to accommodate the necessary
legal vehicles for the IFSC.
Regulatory: the country would require an adequate
regulatory mechanism to oversee and supervise the
international activities and keep out undesirable
actors and activities.
» Anti-money laundering: unless Botswana adopts
statutory anti-money laundering provisions following
best international (FATF) standards, it may be
exposed to international scandal.

Exchange control

The case for complete abolition of exchange controi has been well made
in calls from the private sector as well as in numerous Government
statements on the subject. Many developed economies have abolished
exchange control in recent vears and many emerging cconomies have
followed suit. Botswana has implemented its own policy of
liberalisation and since 1 January 1995 the following remittances have
been permitted:-
o /ndividuals. An annual maximum of [100,000 (children 50% of
this tigure) for cach of current account and capital -account
transactions. Banks are required to see documentary evidence of the
purpose but reterrafs within these limits do not require Central Bank
approval.  Appflications will be considered for current account
requirecments above the annual maximum. In the case of investment
transactions the asset must remain in the name of the Botswana
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6.2

individual making the remittance and the income must accrue to
that person.

Companies. For current account transactions a maximum of 20% of
the previous vears turnover or PIlm. Amounts in excess are subject
to Central Bank scrutiny. For capital account transactions up to P1m
per firm subject to certain conditions and Bank of Botswana

approval for any amount in excess.

Commercial banks are now permitted to operate foreign currency
accounts in Botswana for US dollars, British pound sterling, DM and

South African Rand.

Botswana’'s foreign currency reserves are substantial, particularly in
relation to import cover, and most are government owned. Hence
protecting the value of the currency cannot be an argument for
maintaining exchange control. Since Botswana may suffer tax revenue
losses as residents move their funds offshore, away from generating

Botswana source income, Botswana mayv need to tax individuals and

firms on world-wide income as a quid pro quo for complete

liberalisation.

An international financial centre cannot succeed while it inhibits the
free transfer of currencies. As long as exchange control is maintained on
Botswana residents, the development of an [FSC would require a
provision which would suspend the exchange controi rules and laws in
respect of all transactions conducted by [BCs and I[FSC-recognised
activities outside of Botswana or in Botswana with specified service
providers. This latter exemption mayv be necessarv to ensure that local
contracts may be entered into without complications arising as a result

of the exchange control provisions.

Tax

Although low or no taxes are no longer sufficient conditions for
successtul modern [FSCs, it is necessarv that an [FSC has a tax-
competitive environment if it is to attract business.

There must be a virtual absence of corporate taxation on income and
capital of non-residents. [f income is to be received from outside the
IFSC, then cither no tforeign withholding taxes are levied on such
income, or if internal tax legislation of the foreign country requires
deduction of tax at source or the imposition of tax on assessable profits,
there must be a double tax treaty which reduces such tax to nil or a
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6.3

nominal amount. In addition, there must be no withholding taxes
levied by the [FSC on distributions or other payments to non-residents.
In particular, if international banking is to develop, a statutorvy
concession should permit the gross pavment of interest to ail depositors.
Interest paid gross to Botswana residents should be disclosed to the
taxation authority under advice to investors. Many financial centres,
such as Isle of Man, have provided an extra-statutory concession in
respect of gross interest. However, banks are increasingly looking for
certainty when structuring offshore transactions and do not like to rely
on a concession which can be withdrawn without notice.

The tax legislation of the [FSC must not include anti-avoidance
provisions clawing back any of the above advantages, particularly where

the owner of the IFSC company is non-resident.

If resident companties are subject to a tax on income and capital, then
there must be concessions entitling certain companies to tax exemption
or lower rates on such income; hence in Botswana, the same
preferential income tax rate which applies to manufacturing companies
shouid also apply to approved IFSC activities by service providers.

Nature of the Tax Exemptions Required

[n order to achieve the minimum required level of exemption for IBCs
in particular, it will be necessary for the exempt company legisiation

itself, or parallel legislation, to achieve the following:

A confirmation that the source based tax regime will be applied to

foreign source income of IBCs;

A provision which would suspend the withholding tax sections in
the income tax act in respect of IBCs and which would allow. the
pavment by these companies of dividends and other distributions

without their being subject to withholding tax.

Legal

[n order to offer the services described in Section 3, it will be necessary
to have appropriate legisfation achieving cach ot the tollowing:

an international business companies law:

e a comprehensive trusts law:
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e regulations for captive insurance, which may be promuligated under

the [BC law;
e if a ship or aircraft registry is deemed appropriate, legislation

providing for such services.

In the drafting of each of these laws, best modern practice should be
researched and adapted to the Botswana situation. Some of the special
features of each law have been described in the relevant sub-section of
Section 5. In addition to the laws themselves, however, the following

are necessary features of the legal environment.

Institutionalised confidentiality

Often, a motivating factor for the use of the type of fiduciary services
offered in an [FSC is the desire for confidentiality. There are legitimate
reasons for such confidentiality to be protected where it is not being
used as a screen for criminal activities. This can only be achieved if
there are appropriate legislative provisions which both protect the
confidentiality of users of the jurisdiction and make it clear in which
circumstances the confidentiality may be breached by regulatory

agencies.

A credible judicial system

In the description of international trusts in Section 5.3, it was

mentioned that there may be muitiple jurisdictions involved in a
corporate or trust structure established under the laws of a particular
[FSC. [t is essential therefore that there should be a credible judicial
system available to the users of the jurisdiction in order for them to
resolve disputes. The judicial system should be capable of giving speedy
access to the courts and the judgement of the courts should be
respected and show evidence of reliance on precedent. As a corollarv of
this, it is also important that the judicial system should be staffed by
adequately qualified practitioners at everv level of legal practice.

An Efficient Registration System

Where any of the fiduciary services which are otfered in the jurisdiction
require a formal registration process to be etfected, it is essential that
this process shouid be capabie of being executed as speedily as possible.
Mis means that it should be possible to incorporate a company within
one dav and that trusts, it thev are required to he registered, should be
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capable of being registered bv the simple expedient of compieting and

filing a form.

The company name clearance process and the issuing of certificates of
incorporation should be done instantaneously. Unless this minimum
requirement can be met it is unlikelv that there will be serious
consideration given by users of [FSCs to the use of Botswana.

Regulatory

Effective and appropriate regulation and supervision is a vital part of a
successful IFSC. Emerging financial centres often come under greater
scrutiny than existing centres and Botswana should seek to maintain
the highest standards, since this is likely to attract reputable business in
the long run. Since Botswana lacks an adequate consolidated framework
for supervising financial services, a full proposal is made here for a
regulatory and supervisory body, which may be called the Botswana

Financial Services Commission.

Presently, regulation of financial markets and institutions in Botswana
is fragmented, as it is undertaken by a number of different regulators
with different regulatory philosophies and approaches. In the draft CIU
legisiation, the general options for regulation were reviewed, nameiy:
self-regulation by market players, full regulation by the state, and a
hybrid, involving both state oversight of the process as well as market
supervision. The CIU report argued in favour of a hybrid model, based
on the small size of the Botswana financial sector and the limited
capacity to proliferate government regulators agency. This report
endorses the general approach taken in the ClIU report and expands on

it in the wider context of FSC development.
Ultimate Structure: An Umbreila Regulator

In manv (FSCs, such as most of those surveved for this report, financial
regulation is done by a single umbrella body, otten called the Financiai
Services Commission. This Commission usually carries supervisory and
often regulatory responsibility tor the tull range ot financial service
activities. [he advantages of such an umbrelia approach in this context
include:
= it provides tor the co-ordination of a consistent approach to

tinancial sector regulation, as distincttons between  traditionally
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separate lines of business blur (such as insurance and banking, for

exampie);
it makes best use of economies of scale in supervisory capacity in

L]
smail economies, where many of the functional activities of
regulation (such as screening entrants and monitoring returns) are
similar across market areas;

e it also provides more of a career path for staff than if they were

forced to specialise in small institutionalily focused departments.

The proposal for a Botswana Financial Services Commission is depicted
in the diagram below:

Ultimate Regulatory Structure

FINANCIAL SERVICES COMMISSION
Appointed by MFDP: Full time Director

BANK OF (R)IEGISTRAR (Ij::_(JISTT{AR (R)ons"m,\n

BOTSWANA CIU'S LS INSURANCE
INVESTMENT 3¢ INSURANCE
SUPERVISORY HOARD SUPERVISORY
COMMITTEE COMMITTTE

BANKS

[he structure proposed envisages ultimately the creation ot a Statutory
Commission, which would oversee regulatorv policy in the financial
sector. This Commission would comprise the Registrars of individual
areas, who are civil servants in the Ministry ot Finance, usually with
other  responsibilities,  together  with  other appointments  of
knowtedgeable individuals made by tsavy the Minister of Finance. The
Commission would meet on a regular basis to review all proposed

fegistative and regulatorv changes.
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The Registrars of each functional area are presently appointed bv the
Minister of Finance, and have the power to promuigate regulations in

terms of the enabling legislation.

A Supervisorv Committee would be established in each functional area,
with the responsibility to make and administer rules, under enabling
legislation, and to recommend to the Registrar in areas such as
licensing. The Supervisory Committee may be partly nominated by the
Registrar and/or elected by the industry. These Committees may have a
part-time or full-time Secretariat, depending on workload, which would
be the working component of the Secretariat. It is possible that one
person with the necessary skills mayv serve as the Secretarv to several

committees, hence realising economies of scaie.

Hence, the proposed structure preserves the hybrid mix of the power of
the state-appointed Registrar, under the co-ordination of the
Commission, and of the direct supervisory power of the industry
committee. The structure has the advantage that it can be implemented
in phases: supervisory committees may be set up under delegated
authority before full legislation is passed, as was the case with the
Interim Stock Exchange Committee, and this approach is proposed

below.

One apparent anomalv in the proposed structure is that the Bank
Supervision function remains with the Bank of Botswana. This is done
out of recognition for the established capacity of the Bank of Botswana
in this area. However, the activities of the Registrar of Banks need to be
co-ordinated with other industry regulators, especially once offshore

banking and other activities are permitted.

[However, the precise structure of the proposed FSC and its functions
should be the product of further research and discussion. The team has
no fixed concept of an umbreila regufator, but wishes rather to suggest
that the principle ot an umbrella regutator in the context of an [FSC

makes sense.

fnterim Structure

[t is clear that more work has to be done. including the dratting of an
cnabling law, betore the establishment ot the ultimate regulatory
structure. tence, the project team has tocused on proposing an interim
regulatory structure which is feasible to implement in the near tuture,
while titting tn with the long term direction.
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The essence of the proposed interim structure is shown on the next
page. Essentiallv, the proposal is based on the structure envisaged in the
draft Collective Investment Act. Under this structure, the Minister of
Finance appoints the Registrar of CIUs, who has the power to
promulgate regulations under the Act. The Minister also appoints the
majoritv of members of the Investment Supervisory Committee
(remainder are elected by the private sector), which has defined
functions including the drafting of rules and codes for industry
participants. A small-full time Secretariat. under a suitably skilled
Secretary, would provide the operating capacity of the Committee in its
functions of supervising and overseeing market participants.

A similar structure is proposed for the IBC Registrv. The law enabling
the establishment of International Business Companies would
necessarily provide for the creation of a registration function which
would be conducted under the auspices of the State. Domestic
companies which are incorporated under the present law in Botswana
are registered with a Registrar of Companies which is within the
Ministry of Commerce and Industry. However, it is proposed that the
Registrar of International Business Companies fall under the control of
the Ministry of Finance. This recommendation is made because it is
considered that the activities which will be conducted by the [BCs will,
because of their financial and fiscal nature, be better reguiated in this
environment. A more important consideration is that it is likely that
the principal regulatory function of the Registrar will be effected
through the regulation of the domestic service providers such as
registered agents and trustees. The activities of these entities are more
akin to those found in financial services than in trading enterprises. In
the initial stages, the most likelv providers of registered agency services
will be local banks which are already under the indirect regulatory
control of the Ministry of Finance via the Bank of Botswana.

The management of the proposed IBC Board should include private
sector participation. [t is expected that the preparation of a dratt IBC
law will provide a specific recommendation in this regard. but it is likely
that a similar model to that initially adopted by the stock exchange will
be proposed. The motivation for private sector involvement is likely to

he:
« 1he need for relevant expertise in the ministry; and
the need to ensure that the Registry is managed in a manner that

cnsures that it meets the very tast response times required by users of

[BCs.

The same secretariat could werve both entities, thereby pooling costs

and wKills.
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Interim Regulatory Structure
MFDP REGISTRAR OF REGISTRAR
CIU’S OF IBCs
PUBLIC/ INVESTMENT ’ IBC BOARD
SUPERVISORY
PRIVATE COMMITTEE
FULL-TIME SECRETARY
SECRETARIAT ; STAFF

The advantages of the interim structure are that it can be implemented
immediately (for CIUs) and that it can easily be incorporated into a

later umbreila structure.

The expenses of the Committee/ Board would be met out of fees levied
on industry participants, as is common in [FSC jurisdictions. The modet
presented in Section Y suggests that, given assumptions about the
volumes of IFSC business, the [nvestment Supervisory Committee and
Board may well be self-funding after the first vear, and may even return

a surplus to the Treasury in later vears.

The Committee would also be the logical place to base marketing
activities for the jurisdiction at first, and in the long term. This
combination of regulatorv and marketing roles is also common in [FSCs
since the regulatory capacity is often one ot the strongest selling points.
[n addition, an international investor will require a one-stop service in
setting up different  tinancial  services. In Botswana, too, the
Commission mayv oversee a central marketing budget (see Section 8).
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6.5.

Money Laundering

Anv financial centre is open to abuse by criminals and unscrupulous
intermediaries. Whilst the Banking Act of 1995 empowers the Bank of
Botswana to implement anti-money laundering (AML) measures, no
action has vet been taken. The lack of suitable measures may expose
Botswana to adverse publicity in the event that its institutions are
invoived in the process of laundering the proceeds of criminal activity.

Partly to counter this threat, but also to comply with the
recommendations of the Commonwealth Secretariat, Botswana should

impiement AML measures as a matter of priority.

In general, a statutory (where AML provisions are embedded in a
separate Act) rather than a regulatory (where AML provisions are
promulgated bv the supervisor) approach to AML is preferred. While
regulations are legally enforceable, the level of international recognition
is often lower. All Financial Action Task Force (“FATF”) countries have

statutory AML provisions.

FATF membership provides the only internationally recognised basis of
one countrv accepting the “know vour customer” requirements of
another. For example, when opening an account, an institution must
positively identity its client. This can be done by inspecting a passport
or identity document. Having proved identity in this wav, an
institution in one FATT country, can introduce the same client to an
institution in another member country. The second institution is not

required to conduct further identitv checks.

FATF membership contains great benetits. [f Botswana were a member,
its institutions could introduce clients to subsidiaries and associates
abroad, and vice versa. [f rapid action is taken, Botswana may become

the first African member of FATF.

Under a statutory tframework, the Bank of Botswana (for banking
institutions) and the Ministry of Finance (untit a suitable umbrella bodv
is formed for other reguifated financial businesses) would draw up an
FATE approved industrv practice document. [nstitutions would be
required to identity their clients, and subsequently report on suspicious
Such measures do not otter a tool-proot mechanism for

transactions.
preventing monev laundering, but would cnsure that Botswana s

applving the highest international standards ot care.
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Unless statutory AML measures are first enacted. further reiaxation of
exchange controls and the establishment of an [FSC as proposed in this
report could expose Botswana to an eariv scandal from which recovery

may be very slow indeed.
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7. INFRASTRUCTURE

SUMMARY
Labour force and skills: Botswana has a reasonably
sized labour force, which could benetit from IFSC-
created jobs, especially in the clerical and
administrative areas. However, expatriate skills
would be necessarv to start the [FSC, and work
permits would have to be made avaiifable to them.
Communications: Botswana has a modern though
small telecommunications system. A particular
concern is the time taken to install a phone line.
Air links: Botswana is well connected and easily
accessible within the region.
Office Accommodation: Gaborone has no shortage
of office space, although it is expensive by regional

standards.

The establishment of an [FSC requires certain infrastructure, both
human and physical, to be in place. This Section discusses important

aspects.

7.1. Labour force and skills

Unlike the smallest {I'SCs, Botswana has a relatively large labour market.
According to the August 1991 Population and [Housing Census, there
were a total of 13,286 people (4.49% of the total) in the so-called
‘business services’ categorv. In this categorv, which presumably inciudes
both emplovees of tinancial institutions, as wetl as service providers like
accountants and lawvers, 15% of peopile belonged to the managerial or
protfessional categorv, while 75% fell into the technical, clericat or
service & sales categories. [t is these categories which also show
extremely high levels ot localisation: 989% for the category of office
clerks alone. These levels could benetit most trom a growth in demand
for administration and clerical services, which would follow the tvpes ot

[FSC development targeted in this report.

At the same time, University of Botswana output projections show that

some 700 underoraduate degrees are awarded annually, ot which 40%

are in the social scrences, These graduates conceivably have the
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potential to become the management and protessional cadre which
couid statf the [FSC, following training, including possible secondments
overseas as well as on-the-job training under expatriate staff. A healthy
financial sector will raise the career expectations of voung graduates. [f
international financial services were perceived to be a lucrative and
challenging occupation, there may be greater demand for emplovment
from voung people entering the labour market. Other [FSC’s have
experienced improved career opportunities for local people, as a result
of which fewer highly qualified school and college leavers have
emigrated to seek better training and prospects elsewhere.

Botswana already has a number of capable service providers such as
accounting and law firms, some linked to international practices.
Initially, however, an IFSC will require expatriate statf to provide
specialised management of new activities. [t is important that the
process for obtaining work permits for expatriates be facilitated, since
these skills form the nucleus around which citizens may be emploved

and skills mav be enhanced.

7.2. Telecommunications

There are only some 36 000 telephone lines in Botswana at present. All
lines are provided through the state-owned telecommunications
corporation. The technology in use at exchanges is modern, and the
service provides easy access to international and domestic numbers. A
management contract exists with international telecoms company
Cable & Wireless for certain key technical services. [{owever, because of
a lack of economies of scale, the service is expensive by regional
standards. The cost of a unit international call is more than double that

in Johannesburg.

More worrving than the cost itself, is the time taken to install a new
line. This can take |.5 months to 2 months, according to corporation
statf, although some have experienced delavs of 6 to 12 months. This is
significantly fonger than the [ongest reported installation delav (around
one month) reported by any of the IFSCs surveved. Nevertheless, the
corporation has the capacity to install 4000 - 5000 per vear.
Deregulation is being considered however, und there is the distinct
possibitity that a cetlular network provider will set up in Botswana,

Since telecommunications is a key aspect to a successtul [FSC, the lack
of rapid installation service 15 of particular concern to the team, and

may limit the success ol the centre.

Botstvana 1F5C Project lage 58



Deloitte &
___Touche
A
BOTSWANA IFSC

JULY 1995

7.3. Airlinks

Gaborone is served by four regional airlines, inciuding the national
carrier Air Botswana. This ensures good connections within the region.
In addition, two British Airwavs flights per week connect directly
through to London; and the Air Botswana flights to Johannesburg, of
which there are four per dav, are timed to ensure connections with
other international carriers. Comair is South Africa’s designated carrier
on the Johannesburg route, providing a number of daily connections.
Air Botswana also has connections through to other regional capitals

Harare and Nairobi.

Air Botswana has recognised the need for additional capacity on its
busiest route to Johannesburg and is in the process of gearing up
capacity through the purchase of additional aircratt.

Gaborone is therefore well connected within the region, and the link
through Johannesburg ensures good international access comparable to
any major South African city other than Johannesburg.

7.4. Office Accommodation

There is currently no shortage of office accommodation in Gaborone,
especially since some 18 000 square metres of government owned office
space is due to become available in the next 18 months. Despite this
oversupply, the cost of quality office space is high, at over P40/m™
While this is some 40% more expensive than good office space in
Johannesburg, it is not exorbitant by (FSC standards.

In addition, there is considerable vacant land near the CBD and near
the BDC head office which could be devejoped for offices. Development
and building costs may be some ?2000-02500/ m~.

The conclusion which we draw trom this is that there is no foreseeabie
shortage ot necessarv otfice space in Gaborone. Although some existing
space would need to be upgraded for computer wiring cte., the gradual
devefopment of office space to cater tor [FSC businesses could take
place, unless there were a sudden jump in demand. :
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Office Equipment

All modern office equipment which is available in Johannesburg is also
available in Gaborone, although we were informed that the costs may
be 30% higher (as Rand prices are converted on a 1 for 1 basis to Pula
prices). This is retlected in the higher overhead costs of maintaining an
office in Gaborone, as reported in the survey (see Section 3 Table 3.1).
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8. MARKETING
SUMMARY

A comprehensive marketing strategy would be required]
to attract clients with the desired profile to Botswana.
This would require a public-private partnership, with
much of the leg-work done by the private sector service

providers.
8.1 Marketing objectives
In order to promote Botswana as a new I[FSC jurisdiction, a

comprehensive marketing plan will be required. The plan would require
a clear statement of the type of financial services industry during the
first three vears, and specifically, should outline objectives for the first
vear. This should include the extent to which the framework set out in
the action pian outlined in Section 11 below will be impiemented.

Within the marketing plan, Botswana should seek to address the

following issues of market positioning:
to brand Botswana as a high quality offshore financial services

L
jurisdiction;

to cultivate an image which portrays Botswana as a financial services
centre with a capability for responsiveness, innovation and quality;
to distinguish Botswana from other offshore jurisdictions by
enhancing its reputation in certain sectors and for certain specialist
expertise;

to aim to be perceived as the best rather the biggest.

3.2 Mariketing principles

Achievement of the overall marketing objectives will require that they
Jre translated into a series of actions. To ensure tocus and to enable co-
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ordination, control and measurement of activity, certain principles
should be followed when drawing up the marketing plan. namelyv:
organisations targeted for marketing activities should be clearly
defined, showing justification for selection and planned initiatives;
there should be a clear statement as to who is going to do what by
when, together with the reasons for the proposed action;

there should be a distinction between the short and long term.

The marketing plan should both flow trom a basic action plan, such as
that proposed in Section 11, and should enable the refinement and
alteration of that plan. A series of programmes will be developed, each
one associated with one or more of the following three marketing

platforms: targeting, influencing, positioning.

Targeting

[n selecting targets, Botswana should take account of the major plavers
in the global offshore marketplace and also the local financial services
businesses that may consider entering the offshore business sector. A
target would be defined as any organisation wishing to establish a
presence in Botswana for the purposes of providing offshore financial
services. Accordingly, the definition would not include investors
wishing to utilise such service providers for the establishment of specific

entities or specific transactions.
Targets should be classified according to type and marketing
expectations under the following categorisation:

e Category one: Targets that can realistically be converted over the
next twelve months, separated between banking, investment,
fiduciary and insurance opportunities;

Category two: Targets that are unlikely to be converted in the short
term, but will nonetheless be subject to longer term relationship

building.
[n addition, Botswana would have to select geographic and industry-
focused targets. For example, the thrust of this report has been to

suggest that South Africa is the geographic market with the largest
potential demand: and that sectors such as fund administration should

be targeted tirst.
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Influencing

3.3

The aim of influencing is to market directly to the ‘connectors or
influencers’, individuals and corporations that can recommend
Botswana or that are important for the overail reputation and image of

the jurisdiction.

Exampies of individuals and corporations which fall into this category
include:

o chairmen and CEOs of major companies;

« merchant banks, banks stockbrokers;

s corporate finance houses;
financial organisations including development and venture capital

funds; 3
* non-executive directors;
e important government officials;
e senior civil servants;
s attorneys;
e accountants.

Examples of marketing programmes targeted at these individuais and
corporations include prestige events, other types of entertainment, and

high level seminars.

Positioning

This platform covers all marketing activities concerned with Botswana’s
reputation and positioning in selected service areas and industry

sSectors.

These activities include specific seminars, speaking at conferences,
production ot publications and release ot press articles.
Marketing action pian

Fvpicallv, the marketing of {ISCs takes the torm ot a public-private
partnership. State input is required to give credibility and commitment,
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while private sector service providers who stand to benefit most often
do most of the ‘legwork’.

The framework of a marketing plan may best be drawn up by a public-
private bodv to aid co-ordination. The Investment Supervisory
Committee, under the Secretary (described in Appendix D) is likely to
be the best bodyv to initiate and co-ordinate this process; later, the
envisaged Financial Services Commission may continue the task.

The initiatives outlined below can then be established and refined as
the jurisdiction develops as a serious plaver in the offshore financial

services marketplace.

Enlist private sector support

The experience of other thriving offshore jurisdictions identifies the
close working relationship between the private sector and government
as the single most critical factor for success. Accordingly, the Secretary
will need to enlist support from the indigenous organisations that mav
be involved in the offshore business, particularly attorneys,
accountants, bankers, investment advisors and insurance companies.
Such support may take the form of a willingness to advertise in the
financial media, assistance in dratting legislation, attendance and
speaking at offshore financial services conterences, developing in-house
brochures and in general the use of the private sector’s international
contacts to attract international business to Botswana.

In order to achieve such private sector buy-in, the Secretarv will need to
identify a compilete list of potential offshore service providers from the
local market place. .\ series of seminars will then need to be arranged
which will educate such potential users as to the attractions and
opportunities available. and what will be required from them in order

to ensure such opportunities are grasped.

Hurness existing marketing resources

Botswana alrcady has in place 2 number ot organisations responsible for
marketing Botswana both as a centre tor commerce and industry and
alsa as a tourist resort. Comparisons with other jurisdictions indicate
that tourism and tinanciai services make an ideal mix, particularly
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when they both provide high quality services. Accordingly, it will be
appropriate for the Secretarv to work closely with other marketing
organisations, such as TIPA, to ensure that a consistent message
regarding to reputation and quality is sent out. In addition, resources
can be shared and dupiication avoided. This will be particularly useful

to the Secretary in establishing a marketing framework.

Compilation of a target list and planned initiatives

In order to identify international organisations which mayv want to
establish a place of business in Botswana for the provision of offshore
financial services, it will be necessary for the Secretary to draw up a
target list of such organisations. This will include the major
international banks, trust companies, investment fund promoters and
insurance companies. [t is envisaged that there will be a concentration

of targets with the following criteria:
Geographically close to Botswana or in the European time zone;

[
Existing enterprises in other offshore jurisdictions;

A suggested format for the targeting programme include the following

detail:

» name of target;

e sales or assets (SM);

» justification for selection;

» specific initiatives planned;
s timing.

The specific initiatives directed at targets will include such activities as
mailings, invitations to Botswana as outlined below, and person-to-
person meetings in the home country of the target. This latter activity
will involve the Secretary visiting the country in which the target is
based in order to make a personalised presentation to the target
organisation. Bv its very nature this activity iy time consuming and
cxpensive and should thererore only be made to prime targets, where
there is a realistic opportunitv of persuading them to establish an
operation in Botswana. It is reccommended that the Scecretarv make one
international trip cach vear to a pre-selected geographical location. At
least three targets should be visited on cach tnip. In addition. detaited
data on cach tarzet shoutd be mamtained and regularty updated.
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Obtain media exposure

Fundamental to providing the internationai business community with a
profile of Botswana as a reputable and quality offshore tinancial services
centre, is the message that is relaved through the media. This will
involve establishing a detailed plan for the release of information to the
media with content and timing being critical factors. The likely format
for this will be as follows:

Advertisernents in the international financial press and in offshore
services publications announcing the launching of Botswana as a
financial services centre.

Interviews on cable television with the Minister of Finance and the
Secretary outlining the pians for the Botswana financial services

centre.
A series of press releases to the international financial press and the

offshore services publications covering topics such as innovative
legislation, quality infrastructure and offshore service organisations
which have been attracted to Botswana.

A series of articles to be published in financial journals, outlining
the benefits and attractions of doing business in Botswana, with
particular emphasis on those periodicals which focus on offshore

jurisdictions.

Print and distribute publications

Although the private sector service providers will be encouraged to put
together their own brochures, it will be essential for the Secretary to
publish a brochure covering the establishment of Botswana as an
international financial services centre. The Secretary should work
closely with other marketing organisations in Botswana which have
been successtul to date in estabiishing an image of quality, and this
should be a recurrent theme throughout all publications. The brochure
should be widely distributed throughout the world, to all individuais
and organisations which are touched bv the financial sector.

1' L hievier
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Offshore financial services conferences

Part and parcei of the marketing of all offshore jurisdictions is that
service providers from the various jurisdictions regularly attend
conferences on topics such as offshore banking, offshore trusts and
offshore investment activity. The Secretary should attend at least one
such conference each year. This should be carefully selected to ensure
that Botswana’s exposure can be maximised, for instance by taking part
in panel discussions. In addition, the private sector service providers
should be encouraged to attend as manyv such conferences as possible in

order to spread the word as widely as possible.

Hold an offshore financial services conference in Botswana
- )

Having put together the necessary publicity machinery as outlined
above, the Secretarv should arrange for an offshore financial services
conference to be held in Botswana. The assistance of a professional
conference organiser, such as IBC, would be required, and guest
speakers and delegates from around the world invited. The purpose of
such a conference would be to bring potential users of Botswana
financial services to Botswana to experience first hand not only the
quality of the jurisdiction as a financial services centre but also to
experience other features of the country that can be cnjoved,
particulariv the leisure activities associated with Botswana’s wildlife and
game reserves. [t has been proven time and again that people prefer to
do business in a conducive environment and the demonstration that
Botswana can provide this will be fundamental to its success.

Action plan summary, timing and budget

In Section 11, a detaited action plan is provided for the tirst phase of
development. The drawing up ot a marketing plan within particular
market segments selected should form part of that phase, together with
the investigation of the initiatives outlined above.

The design and implementation ot anyv initial marketing plan by the
secretarv of  the Investment  Supervisory  Committee  will  require
tundinyg. In the tinancal model, an amount of P830 000 was budgeted

lor the tirst vear ot I'SC development (corresponding to P'hase 2 in
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Section 11). This amount mav be underwritten by government as its

initial investment in the IFSC, or it may be shared on a joint basis with
private sector service providers. [n subsequent years, government’s share
of marketing costs may be financed out of license fees earned by the
regulators, ultimately channelled through an umbrella authority.

Botswana (15 roject lage 68



Delgiite &
Touche

BOTSWANA IFSC
JULY 1995

9. MODEL OF COSTS AND BENEFITS

SUMMARY O
A simpie economic model was built, in which
projected IFSC revenues were overlaid on the
present domestic economy.
The modelling suggests that in the baseline case
over 400 new jobs and over P200 m (in 1995 Pula)
may be directly generated over five years. P41 m
may be collected in local taxes and license fees
directly on [FSC activities.
[n addition to the baseline scenario, a best case
(with double the number of entrants) and worst
case (assuming no South African demand)

scenario were built. |

The information gathered both in Botswana and in the international
survey provides the input assumptions for a simple economic model of
the effect of [FSC activity on the Botswana economy. Appendix C

contains the detailed workings of the model.

9.1 Assumptions

The model uses information from the mid-term review of the N.D.P 7
on the present size and projected underlying growth rate of financial
and non-financial sector GDP and emplovment. Then an international
financial sector is built in, using assumptions about the average size and
revenues of different types (audit, administration, legai, e¢tc.) generated
‘onshore’ by different classes of service providers to international
businesses, namely:

fund administrators (only domestic and cxempt foreign tunds are
administered in Botswana and generate {ocal revenues), which earn
fees as a percentage of assets under administration;

company administrators tor international business companies, who
carn tees for torming companies on behalf ot clients and for

pertorming annual services;
« international banks; and
captive insurance administrators, which provide services to captives
in return tor an annual fee.
e Registered agents/trust companies
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Detailed assumptions for each are provided in Appendix C. Cleariv, the
number of entrants in each category is especially hard to predict. The
assumptions of growth in numbers over five years used in the baseline
case are conservative in the light of the experience of comparable newer
[FSCs, such as Mauritius, over a shorter period. The baseline assumes
that only fund administration and IBC administration services are
offered at first, with other services (mainly driven by SA demand)

offered from the second year onwards.

Category Number in Year | Number by Year
1 S

Foreign exempt CIUs 5 | 35

Fund administrators L 4

International Companies 200 3000

Captive insurers 0 45

[nternational Banks 0 B 4

Based on the assumptions of domestic revenues generated bv each
entity and the number of entities in each vyear, the total new
contribution to GDP generated by the [FSC may be calculated. In
addition to direct IFSC spending, a multiplier effect is likely on local
expenditures, particularly because of demand spillovers in areas such as
tourist venues, hotel accommodation, and communications services (air

and telecoms).

A model of the proposed Investment Supervisory Committee/ Financial
Services Commission is also provided. With license fees as its source of
revenue, it funds a full-time statf (including the Secretary) which

increases annually with the scope of its activities.

Resuits

Based on these assumptions, the ‘baseline” model suggests that:

443 new jobs may be created within tive vears, of which 174 will be
in direct [FSC cemplovment and a further 269 in supporting
protessional services taudit, legal, company secretarial) In Mauritius,
431 direct 5C jobs have been gencerated in three vears.

Of these jobs, at least 28 mav be tilled by expatriates.
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Some P 216 million in 1995 Pula mav be generated in local direct
revenues (salaries, licence fees, overheads, audit fees, profits of
service providers).

[n addition, even after paying the costs of the FSC and a 50% share
in the marketing budget, local new tax and licence revenues on
Botswana based activities could become significantly positive after
the second year: a net P41 million in direct tax and licence revenues
alone may be generated over the five years.

Inciuding the multiplier effects, this will boost the growth rate of
GDP for the period from an expected 3.5% p.a. to 4.1% p.a., an

increase of 16%.

Hence, in the baseline case, the main criteria for success are satisfied in

that:
jobs are created, including a relatively high proportion at a clerical

and administrative level;
local revenues are generated for service providers and positive tax

revenues generated;
the underlying economic growth rate may be lifted.

Sensitivity

The so-called baseline scenario described above was based on
conservative assumptions of the number of [FSC businesses registered,
although it was assumed that SA demand for particular services
{captives, international banking, IBCs) was an important feature from
Year 2 (1997) onwards. Will these results hold up to changes in the

assumptions, however?

There are at {east two other important sets of assumptions to be tested.

A ‘worst case’, in which it is envisaged that there is little or no
demand from SA businesses, hence [BC registration is significantly
reduced, while no captives are registered and only one international
bank; essentiailv, oniy the fund administration business continues

as betore.

A ‘best case’, in which, due to some catatvtic tactor, such uas the
lifting of SA exchange control, business is buovant with the resuit
that double the baseline number of businesses are registered each

vear in each category ot business.
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The key results of the three scenarios are compared in the table below.

Criterion | Baseline | Best | Worst |
(a) Total jobs created , 443 ] 858 | 140 |
(b1) Direct local revenues |  P216m | P4lém P55m |
(b2) Direct local taxes | P41m ’ P90m P3m |
(c) GDP average annual 4.1% 4.6% 3.7%
growth rate over 5 years I {(+16%) 7 (+309) (+49%)

Hence, even in the worst case, IFSC development has the potential to
generate some jobs and local revenues, even though it clearly has little
potential to be an engine of economic growth. In the best case,
however, direct local revenues are substantial, and the effect on the

average GDP growth rate over 3 years is quite marked.
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10. EVALUATION
SUMMARY

10.1

The potential for harmful side effects on the
domestic economy may be reduced through ring-
fencing the [FSC so as to restrict transactions with
residents or in domestic currency.

. Risks from setting up an IFSC include: the
possibility of attracting illicit business; without
adequate communication and negotiation,
regional misunderstanding may result; and the
project may fail to attract sufficient business to be
viable.

Limiting factors on the success of an [FSC inciude:
the time taken to install services; the attitude
shown towards expatriate work permits; and the
slowness of the court and legislative process.

Possible Side-Effects on Domestic Economy

Apart from the potential benefits to the domestic economyv highlighted
in the model. there are several possible ‘disruptions’ which an [FSC mayv
bring to the domestic economy which are not captured in the

modelling.

First, the relaxation of exchange control on IFSC business may suggest
the risk that the domestic currency will be de-stabilised through large
short-term inflows and outtlows, which would make it harder to controi
domestic money supply. Second, the banks which are the largest and
most visible institutions in the financial sector mav feel threatened by

the arrival of international competition.

Money Suppiy

The fear ot disruption to domestic monev suppiv can be addressed
through the ‘ring-fencing’ ot [FSC activities; that is, allowing [FSC
activities to be transacted only with non-residents and in foreign
currencies, other than tor certain defined exceptions <uch as contracts
with domestic service providers. Betore exchange control abolition, the
svstermn ot forergn currency accounts operated by banks 1in Botswana
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would prevent leakage from domestic funds to external funds. A foreign
currency account is a current account that a citizen is allowed to
operate in a designated non-Pula currency within the provisions of the
1995 relaxation. External accounts would be extended to non-residents
conducting non-resident business. Mixing, or the transfer of balances
between domestic and external accounts would not be permitted. For
non-residents, accounts in all fully convertible currencies may be
permitted. Banks may then determine in which currencies they wish to

offer services.

If this ring-fencing is achieved, then the only impact on money suppiy
of the [FSC will be through the higher growth rate shown in the model.

In any event, even following exchange control abolition, the Bank of
Botswana with its strong reserve position has the power to intervene in
foreign exchange markets to sell Pula against reserve currencies, in the
events of unexpected Pula strength, and vice versa. The Bank of
Botswana will also retain its power, although more affected by other
capital markets, to set domestic rates of interest in accordance with its

stated main economic policy.

Effects on Existing Botswana Banks

The establishment of an [FSC may cause international banks to set up in
Botswana. However, this should not threaten competitive local banks
which stand to benefit from the expected increase in the voiume of

financial activities.

In the case of the Isle of Man, the local subsidiaries of the main British
clearing banks experienced a sharp rise in overall business as a result of
increased local financial activity. Aggregate profits more than doubled
between 1987 and 1994 and statf members rose by 24%, during a period
of considerable retrenchment in the UK clearing bank industry.

Hence, existing banks in Botswana are likelv to be net beneticiaries of
[FSC developments, even with an expected increase in competition. In
practice international banks will solicit international rather than focal

business.

10.2 Effect on Botswana society
A number of possible ctfects, both tanuible and intangibie, are possible

on Botswana soclety.
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The formation of a successful IFSC in Botswana would mean a growth in
the number of expatriate firms and statf located in Botswana. This could
distort patterns of local demand for housing and other facilities in short
supply by bidding up prices. In addition, particular local skills, such as
law and accounting, are likely to be in high demand, resuiting in higher
prices, and as a result, incomes and a possible re-allocation of the
domestic labour force skill profile over time. Although the phased
approach suggested for [FSC development may help to alleviate some of
these local bottlenecks leading to distortions, the risks are nonetheless

real.

However, it is worth noting that the risks are associated with greater
flows in the domestic economy (as incomes rise, and therefore tax
revenues), and greater domestic wealth (as asset prices rise). These are
the usual ‘problems’ of prosperity arising from a particular sector in
small economies. Botswana runs similar risks resuiting from a large
increase in the price of its natural resource exports, for example.

Perhaps more important is that the growth of IFSC activities will speed
the facilitation of Botswana into the global economy, through greater
information transter. The spread of computer technology at all levels of
society is likely to increase. This greater integration is also likely to
expose Botswana to a fiercely competitive international market sector,
which is very different from traditional sectors of the economy, such as
diamonds, which have been protected from the full force of
international competition. Over time, this will both require and cause a
change in the outlook of the workforce, which will have to maintain its

international competitiveness.

10.3 Risks

[n addition to considering costs and benefits, it is important to identify
the risks, both perccived and actual, which would accompany the move

to set up an [FSC,
Risk of the (FSC being used for illicit purposes

This risk is present in the establishment ot any internationai financial
services centre which seeks to attract cross-border business. The risk of
being used. or being perceived to be used as a centre tor money
laundering, is that legitimate businesses mayv withdraw to avoid being
tainted with the same label; and internationat regulators will discourage
operators under their junisdiction from making anv use of that centre.
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This risk can, however, be managed through the introduction of anti-
money laundering legislation, as discussed in Section 6.4 above. This
would bring Botswana into line with internationai norms on the
subject. However, in addition to having the legislation on the books,
adequate supervisorv capacity must be in place to enforce the

legislation.

Risk of South African or other regional authorities regarding a
Botswana IFSC as a threat

[f SA foreign exchange or tax authorities were to regard the

development of an [FSC in Botswana as a threat, they could severely
limit its chances of success by blocking their citizens or businesses from
operating from there. This would severely limit the potential for success

of a Botswana IFSC.

This risk could be managed by carefully briefing of SA and other
authorities about the genuine services to be offered by a Botswana [FSC,
and their benefits to the region, as discussed in Section 3. In particular,
fears expressed by regional authorities would have to be taken seriously.
[f necessary, protocols could be reached to ensure effective oversight of

cross-border business.

However, as the modelling of the ‘worst case’ showed, even without
assuming demand from South Atrica, the [FSC would be viabie based on
modest assumptions of demand in particular niches (CIUs and IBCs).
Hence, while this risk is a real one, it does not outweigh possible

benefits.

Risk of losinyg tax revenue

The project team frequently encountered the view that the Botswana
fiscus would necessarily run the risk of losing tax revenue in order to

attract international businesses.

[Towever, the team believes that this risk is more perceived than real.
While it was made clear in 6.2 above, that certain tax benefits wouid
have to be offered for transactions which are genuinely otfshore, it
should also be clear that this is not a loss of present revenue since the
iscus is not presenttyv able Lo tax those revenues anvway, since they do
not pass through Botswana. On the contrary, the local operations ot
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IFSC businesses located in Botswana would be subject to Botswana tax,
as would the salaries of staff empioved by these businesses. Hence, if the
IFSC is successful in attracting businesses, the tax effect is likely to be
positive. The risk of a loss is tax revenue is therefore negligible.

Risk of failure

In this context, failure may be taken to imply that the main criteria for
success (see 1.3) are not met. [t is certainly possible that, despite
innovative legislation and good infrastructure, Botswana would fail to
attract the business activities in the volumes which would make the
[FSC work. However, potential loss from this outcome is Ilow,
particularly to the state, since the establishment of the IFSC requires
relatively little public investment (largely in regulatory capacity and
legisiation).

Hence, the team believes that IFSC development is one relatively low
(financial) risk approach to development of the economy, which should
be complemented by other initiatives to diversifv the economic base of

Botswana.

10.3 Limiting Features

In the course of its research, the team identified a number of factors
which would limit the potential for a successful [FSC in Botswana.
These are listed here, so that they can be addressed:

the time delav in installing utilities, such as telephones, may be a
maijor constraint on international business start-ups; indeed, the
delavs may be more significant limiting factors than the relativeiy
high cost of these services;

the slow speed of the judicial process raises concerns about the
ability to obtain legal certainty in a timely tashion in disputes;

« the negative attitude towards the granting of cxpatriate work
permits mayv constrain the importation ot the necessary skills in
order to start and devetop the [FSC, ¢even if the long run criterion, as
stated in section 1.3, is the creation of work tor citizens;

a4 negative attitude on the part of the SA Government, in particular
from the Ministry of Finance, would also constrain the ability of SA

plavers to participate in Botswana.

Hotswana 1050 Urogect lage 77



Deloitte &

Touche
(A
BOTSWANA IFSC
JULY 1995
11. ACTION PLAN
SUMMARY ]
The team proposes a three phased approach to IFSC

development.
The first phase, which may start immediately,

should focus on preparation for the two highest
priority areas of business, namely fund
administration and  international business
companies. Detailed action steps are proposed
which the team believes are feasible. At the end of
this phase, the [FSC would be open for business.

During the subsequent two phases, further pieces
of legisiation would be drafted and passed to
broaden the scope of business, at the same time as
intensive marketing and the building of

L appropriate supervisory capacitv.

This report has identified two potential areas of business as having the
most potential:
e fund administration business,

Investment Act;
[BC administration and services, following passage of appropriate

international company legislation.

following passage of Collective

Efforts to develop these areas of an [FSC must therefore receive the most
priority. The [BC legislation wiil serve as a building block in the later
development of other activities. The report has also emphasised the
need for adequate regulatory and supervisory capacity, and for
adherence to best international standards on anti-money laundering, if
Botswana is to position itself as a quality jurisdiction from the outset.

The other arcas of business described in the report, trust administration,
administration and international banking, may

captive insurance
of a suitable

follow later, after the design and implementation
legistative environment.

Because of the view taken by the team about the need for a phased
approach in Botswana, uas discussed in 4.1 above, a three phase, three
vear programme ot development is proposed.

Botswana (15 'ropect lage 78



Deloitte &

Touche
JA
BOTSWANA IFSC
JULY 1995
PHASE 1:

This preliminary phase would last for six to nine months following the
tabling of this report (i.e. to March 1996). During this time, an official
decision mav be made on the recommendations, and IBC legisiation
may be drafted. The Collective Investment Act should be passed by the
end of the period, although this is not a precondition for progress in
this area. The diagram beiow proposed parailel action in the two

priority areas of business.

For ClUs, the first action would be the appointment of an Investment
Supervisory Committee by the Minister of Finance and Development
Planning, as envisaged in the Act. This Committee could then recruit a
suitable individual as Secretary. This person, for whom a job description
is given in Appendix D, would have suitable experience in the
regulation and development of IFSC jurisdictions. The Secretary would
recruit a small staff to compiiment serve as the full-time supervisory
capacity of the Committee. The Secretary may also serve as the adviser
to the Minister and Registrar of CIUs on the legislative and enabling
environment for [FSC development. The Secretary’s staff may also
provide the nucleus of the IBC Board’s registration capacity. The
operating expenses of the committee should eventually be paid for
including saiaries out of licence fees. However, salaries and other costs
in an approved budget should at first be guaranteed by the Ministry

During this phase, appropriate anti moneyv laundering legislation
shouid be drafted in line with international standards (see 6.5). The
Bank of Botswana may be the most appropriate agency to co-ordinate

the drafting process.
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PHASE 1:

Timing of immediate steps

Appoint consultancy to draft

Appoint investment Supervisory
law

Commuitice

Prepare budget

Recruit Sceretary

Dratt rules Appoint.board

Contirmation on tax . L
Set up intrastructure

Form tirst tund
admunistrator

Confirmation on tax

OPEN FOR BUSINESS Pass IBC Act

Pass CIU Act OPEN FOR BUSINESS

Marketing
Marketing

At the end of this phase, the following elements of an [FSC could be in

place:
e a Collective Investment Act
« an [BC Act

e anti-money laundering legislation

s an operational Investment Supervisorv Committee, run by an expert

secretary.

These efements would be pre-requisites tor the successtul launch of the
[FSC in 1996.

PHASE 2:
Following the preliminarv phase, Phase 2
concerted cetforts to market Botswana in the two priority areas so as to
establish the core of an {FSC, and in particular, the service providers

necessarv.,

2 (1996) would consist of
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In addition, during this phase, consultants mav be appointed to
research and draft further pieces of legisiation and/or in areas such as

trusts and captive insurance.

PHASE 3:
Following the establishment of a core of [FSC activities, further

expansion of the services offered would take place in Phase 3 (1997) in
order to address all potential niches identified in the previous phase.

In this phase, following the broadening of the scope of activities and
growth in number of participants, the question of a long run regulatorv
structure would have to receive serious attention. This structure may
take the form of the umbrella structure as proposed in 6.4, although the
issue would require further detailed consideration.

At the end of this phase, if the recommendations were followed,
Botswana could be a fully-fledged [FSC offering specialised services

across a selected range of areas.
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12. CONCLUSION

This report has analyvsed the services offered by [FSCs and has surveved
in some detail the characteristics of IFSCs around the worid.

Based on the research performed, the project team believes that the
establishment of an [FSC is feasible in Botswana. This finding is remised
on the ability of Botswana to offer a quality international financial
services jurisdiction with innovative legisiation for which there is a
demand, particularly within the region. Botswana has a number of
inherent advantages over potential and actual regional competitors,
which may enable it to successfully develop a regional, and possibly

international niche.

In addition to being feasible, simple financial modelling of the onshore
effects of IFSC businesses indicates that the [FSC would be viable too,
meeting the major criteria set of creating new jobs, generating domestic
revenues (including tax revenues) and raising the growth rate in the

economy.

There is no doubt that a major catalyst for the development of a
Botswana [FSC would be exchange control relaxation in South Africa,
and ultimately greater regional integration within Southern Africa.
However, the financial modelling shows that, while the size of a
potential IFSC mayv be limited by a failure of this catalyst to emerge, a
Botswana IFSC would still be viable without any demand from South

Africa.

The report has also demonstrated that the downside risks are relatively
limited. The establishment of the [FSC would require a limited financial
commitment from government, namely to underwrite that part of the
cost of the regulators which cannot be covered from licence fees. Even
under a worst case scenario, however, tax revenues generated by new
jobs and businesses would more than cover any potential state outlay.
Private businesses set up to service IFSC activities would bear most of
the risk of faiture, while enjoving substantial fruits of success. [{ence,
establishing an [FSC in Botswana otfers a low risk opportunity for an
cconomy in search ot new cengines ot growth to develop a new sector

which is growing rapidly world-wide.

Theretore, the project team is of the tirm opinion that Botswana has
littte to lose and much to gain from setting up an [FSC. The report

proposes a concrete short term action plan ot attamable steps in this
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direction, which build on previous initiatives and which may
realistically be achieved within the next nine months. Within nine
months, a Botswana [nternational Financial Services Centre mav be

open for business!
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APPENDIX A : REVIEW OF INTERNATIONAL FINANCIAL SERVICES CENTRE'S

BERMUDA
Heading Description
1. Type of 1SC:

L4 Geographically specific?
L2 Niche specialisation’s?

1
The entire island is a FSC however business is predominantly in Hamilton.

Captive Insurance and Speciality Insurance and Reinsurance.

2 History:
2. Briet history- when started, dates of Bermuda initiaily developed as an IFSC during the late 1950s, predominantly
major acts, el based on trust and investment business from UK residents and expatriates. During
the 19705, Bermuda established as the prime centre for predominantly US based
2.2 Motivation for establishing the centre | MNCs and LNCs setting up captive insurance companies. During the 19905,
¢.g. cmployment generation? significant world-wide excess liability and property catastrophe capacity has
established in Bermuda.
Important legislation: Companies Act 1981, Banks Act 1969, Exempt
Undenakings Tax Protection Act 1966, Insurance Act 1978 and related
regulations, Trust Companies Act 1991,
3. Data about of jurisdiction:

3.1 Total population

3.2 No. of people directly employed in intl

60 000 with a total work force of 34 000.

There are 8 000 international companie

Botswana IFSC Pr et
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{inancial services

employing 2 100 people (1 500 by risk takers, brokers and managers, and 600 by
other international activities). A further 3 000 are employed in financial services

3.2.1 No. of expatriates 1200

3.5 No. ol banks 3 (Employing 2 000)

1 300 Captive Insurance companies.
50 Speciality Insurance

40 Insurance Management

15 Investment Management Firms
50 Other Management Firms

3.3 Protessionals: law & audit fivms 14 law tirms and 15 public accounting firms

A4 GDE (8%

$1840m
GDP per capita (US$) $ 21600
3.5 Contribution of financial services to 3749

GO ()

1. Tax regime:

4.1 General company & personal tax rates | No direct taxation on profits, income or capital gains. Employers payroll tax 7%

4.2 Special incentives for FSC activities? Exemptions from taxes on profits and capital gains until 2016.

4.3 lax treaties- with which countries

No double taxation agreements have been signed.
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Regulatory regime:

0.

5.1 Regulatory authority for FSC activities

> IStucture of authority (no. of people/
skills)

5.3 Budget/ funding

3.4 Anti-money laundering laws in
existence?

6.1 Specific advantages offered by the FSC

Insurance companies, banks and trust companies are regulated by the Registrar of

Companies. The formation of companies is facilitated by Bermuda Monetary
Authority and the Registrar of Companies. '

The Registrar of Companies currently comprises 22 officers and administrators.
The current and predecessor Registrars have both been Chartered Accountants
with experience in public accounting and the insurance industry. The
department is advised by a number of industry specific committees whose
members serve without compensation. Their role is to direct, control and manage
specific regulations relating to business, and particularly to provide investigative
services and to regulate the insurance industry.

The Bermuda Monetary Authority is a quango comprising 29 officers and
administrators, with particular experience in the banking sector. Their role is the
supervision, regulation and inspection of licensed banks, deposit companies, trust
companies, collective investment schemes and the Bermuda Stock Exchange.
They also vet applications to form exempted companies.

Registrar of Companies US$ 2 m pa, Bermuda Monetary Authority US$ 2m pa.

International convention on money laundering established as regulations.

¢ Insurance and reinsurance market
¢ Sophisticated infrastructure
¢ Excellent Communications
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0.2 List major jurisdictions from which FSC
busiiess is sourced in order of priority

20 Communications: time to install a

 Business handled efficiently
¢ Responsive public sector

* Quality professional services
o Dolitical stability

+ located near demand

o lair regulations

USA, UK, other EC, Hong Kong.

phone line

72 Ease of access: air connections

7.3 Please complete the attached budget

sheet which indicates the annual cost of

apetating a simall otfice in this jurisdiction

Benetits of having the FSC:

Communications costs are presently high, with competition stepping up from
overseas providers. Time to install a telephone is approximately 1 month.

Access from US Eastern Seaboard cities, Toronto, London daily, transportation
costs are high.

See attached.

8.1 Fmplovment change
8.2 Revenue generation

8.3 Others:

Total foreign currency earnings from international business grew from
US$ 390 min 1988 to US$ 485 m in 1993.

Direct employment for Bermudans has increased by 1 000 in 12 years.
Presently unsatisticd demand for premium office space.

International business has overtaken tourism as leading forcign currency
earner.
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9. Are there any plans to develop/ extend the Legislation proposed to make Bermuda an arbitration centre.,
FSC2Any new legislation pending?
I so, please describe
10. Any other relevant lessons from the * US$ 4 billion in capital was raised by eight new property Catastrophe reinsurers
jurisdiction? since 1993, .
* Bermuda established new regulatory rules in 1995 for highly capitalised
writers,
* Extensive review by service providers of Bermuda’s competitiveness.
* Bermuda gains significant share of new captive formations
Botswana IFSC Pr, oot
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BRITISH VIRGIN ISLANDS (BVI)
A jTuu(liI)& Description -
I Type of FSC: '

LE Geographically specific?

1.2 Niche spedialisations?

The BVIis a nation-wide FSC, specialising in company formation. In addition
the BVI provides a framework for offshore banking, mutual funds and captive

Fauthorities in collaboration with
oreign expertise provided a

evelopment of tourism in what js g
rowth occurred in 1987 when Panama,

international community and BV
xtensively thereafter

insurance,
2. History:
2 Bret history- when started, dates of Fhe BVEFSC was established in 1967 by the BV
MGjor acts, et the private sector. A blend of focal labour and {
thriving industry which complemented the d
2.2 Motivation for cstablishing the centre | UK dependent territory. The catalyst for ¢
¢.g. employment generation? tnder Noreiga, lost favour when (he
companies began to be used e
3. Data about of jurisdiction:

3.1 Total population

3.2 No.of people directly employed in intl
tinancial services

321 No. of expatriates

18 000

2000

Unknown
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3.3 Professionals: law & audit firms

34 GHP sy
GDP per capita (US$)

3.5 Contribution of financial services to
GDP )

JULY 1995
: 3.3 No.ot: banks 6
funds Naot known
trust cos. 30
insurance cos. 50
offshore companies (IBC’s) 150 000

10 Law firms and 6 Audit firms

US$ 200 m (1994)
US$ 11 111 (1994

2080

vat the top band,

1. Lax regime:
4.1 General company & personal tax rates | Local conipanies are taxed at 15%, personal income tax is 204
over US$ 25 000.
4.2 Special incentives for 1SC activities? IBC's are specifically exempt from all forms of taxation.
4.3 1ax treaties- with which countries The BVI has two active tax treaties with Japan and Switzerland. ,
(present & planned)
5. Regulatory regime:

5.1 Regulatory authority for I'SC activities

All financial institutions are regulated by the Financial Services Department.
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5.2 Structure ot authority (no. of people/

shilly)

5.3 Budget/ funding

>4 Anti-money lundering laws in
existence?

Registrar of companies (mainly clerical)

40
Financial Services Department (principally bankers, insurance experts and
analysts) S
Providing over 30% of total government revenue 45

US$ 45m company fees.

BVI participates in the Caribbean Financial Action T
adopted a Mutual Legal Assistance
the exchange of information on p

ask Force (CFATF) and has
Treaty (MLAT) with the USA, which facilitates
arcotics related and other crimes.

~

7.1 Communications: time to instal] a

phone line

0. 0.1 Specific advantages offered by the FSC | USS$ currency
* competitive fees
¢ flexible and accommodating product
¢ security of assets
¢ legal systein based on English common law
* excellent communications infrastructure
* politically, financially and administratively stable
¢ ho currency restrictions/exchange controls
* small size helps individualised service and speed
0.2 Fist major jurisdictions from which ISC | South America
business is sourced in order of priority * Europe
* lar Last
7

Modern fax E-mail and phone links to the rest of the world, it takes
approximately 1 week 1o have 3 phone installed.
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22 Fase of access: air connections

3 Please complete the attached budget
sheet which indicates the annual cost of
operating a small office in this jtrisdiction

IS to 20 flights to San Juan each day. Regular flights to USA.

See alttached.

Benefits of having the FSC.

8.1 Emploviment Change
5.2 Revenue generation

5.3 Others:

Y.

.

Over the past twenty years the BVI has moved towards full ¢

mployment and
now has to import both skilled and tmskilled labour to me

et its needs.

Government revenue from financial serv

ices has increased from US$ 6min 199]
to over US$ 45m in 1994,

The FSC contributes over 20% of Gross Domestic Product (GDPY)

“Are there any plans to develop/ extend the

FSC2 Any new legistation pending?

I so. please describe

¢ Introduction of Insurance Company Law and Regulations 1994,
* Introduction of Mutuai Funds Law 1993,

Anyother relevant lessons from the

jurisdiction?

The BVY's success has hinged on its focused a

pproach to company formation and
its ability to “copy” other jurisdictions where

the need arises.
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CAYMAN ISLANDS
Heading Description
1. Type ot FSC:
1.1 Geographically specific? The Cayman Islands are a nation-wide FSC, specialising in banking, mutual
funds, insurance and investment entities.
1.2 Niche spedialisations? ;
2. | istory:
2.1 Briet history- when started, dates of The Cayman Islands FSC was established in the 1960's after Jamaica had achieved
NLjor acts, el mdependence and Caymanians chose to remain under British Crown. During the
previous decade the infrastructure had been laid in terms of the airport, new
2.2 Motivation for establishing the centre | hotels, 24 hour electricity and the virtual eradication of the mosquito. Americans
¢.g. emplovment generation? began to come to the Cayman Islands in significant numbers attracted by the
climate, the possibility of acquiring real estate and eventually the opportunity to
access a nearby tax haven.,
3.

Data about of jurisdiction:

3.1 Total population

3.2 No. ot people directly employed in intl
linancial services

3.2.1 No. of expatriates

31 000 as at 31 December 1993.

Of a total workforce of 16 815 as at December 1993, 3 780 (22.5%) were engaged
in the financial sector.

Unknown
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3.3 No. of: hanks

trust cus.
insurance companies

tutual funds
3.3 Professionals: law & audit firms

JAGDP (Usy)
GDP per capita (Us$)

3.5 Contribution of financial services to
abp (U0}

Category “A” Banks 31

Category “B” Banks 266

Category “B” Banks and trust companies 196
Trust Companies 44

With premiums of US$ 1.2 billion and gross assets of US$ 52 billion - 352.

Registered 750 ,
Un registered a further 750

15 international law firms with over 120

practising attorneys and 6 international
accounting firms with 300 qualifie

d accountants work in the Cayman Islands.

US$ 800 m (1994)
US$ 25 806 (1994)

34%

1. Tax regime:

1.1 General company & personal tax rates

4.2 Spedial incentives for FSC activities?

The Cayman Islands are a no tax jurisdiction with no income, capital gains or
corporate tax of any kind.
Companies, trusts and

partnerships can be granted exemption against taxation
for up to 50 years.
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4.3 Tax treaties- with which countries
(present & planned)

gulatory regime:

There are no tax treaties with any other countries.

0.

Re

Y]
5.1 Regulatory authority for FSC activities

5.2 Structure of authority (no. of people/
skills)

3.3 Budget/ funding

3.4 Anti-money laundering laws in
existence?

All financial institutions are regulated by the Inspector of Financial Services,
which requires banks and insurance companies to file their business plans and
registered mutual funds to file their offering circulars. Audited financial
statements for all regulated entities have to be submitted within six months of

the year end. In addition, minimum capital ratios for banks and premium ratios
for insurance companies are required to be maintained

Registrar of Companies (mainly clerical)

15
Inspector of financial services (principally bankers, insurance experts and
analysts) 21
Providing 20% of government revenue 36

US$ 7.6 m from banks and trusts licences
US$ 7.6 m from other licences
US$ 13.6 m company fees

The Cayman Islands have adopted a Mutual Legal Assistance Treaty with the

United States to facilitate exchange of information on narcotics related and other
crimes.

0.1 Specitic advantages offered by the FSC

 confidentiality

* o tax

e innovative investment vehicles

»_close working relationships between sector and regulators
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0.2 List major jurisdictions from which FSC
business is sourced in order of priority

7.1 Communications: time to install a

modern communications systems
substantial professional infrastructure

s USA

¢ South America
o Europe

o Far Last

phone line

7.2 Fase of aceess: air connedtions

7.3 Please complete the attached budge

Modern fax, E-mail and phone links to the rest of the world.

One week to have a phone installed

5 tlights from Miami each day as well as regular flights to the USA

See attached

Benefits of having the FSC:
8.1 kmployment change

8.2 Revenue generation

Grown from 12% of population working force in FSC in 1979 10 22.5% in 1993,

Money supply has increased from US$ 18m in 1980 to US$ 74 m in 1993,
Government revenue has increased from US$ 18m in 1989 to [JS$ 29 min 1993

14,

Are there any plans to develop/ extend the
FSC?2 Any new legislation pending?

* Introduction of Limited Liability companies, 1993,
o Introduction of Mutual Funds Law, 1993

¢ Widespread use of Cayman vehicles for structured financial transactions, 1994,

Any other relevant lessons from the
jurisdiction?

The key to Cayman's success has been its ability to draft and pass innovative

legislation within a short timeframe in response to the necds of he international
community.
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DUBLIN
»ﬁ a_llcuding Description
1 Type of FSC:
LEGeagraphically specific? Situated in Custom House Dock Area. This area consists of over 1 million sgft. of
newly developed accommodation on an existing derelict site.
1.2 Niche specialisations? Asset financing, lending,‘ treasury management, fund management, insurance
services including divect writing, reinsurance and captive management.
2 History:
2 U Briet hastory- when started, dates of 1987 - Financial Services Centre established. Special 10% tax status and
major acts, cte. designation of the area for urban renewal with tax breaks given to developers,
tenants, landlords and owner-occupiers.
2.2 Motivation for establishing the centre Employment generation and the rejuvenation of the docklands arca.
¢.g. employment generation?
3. Data about of jurisdiction:
3.4 Total population 3.5 million
3.2 No. of people directly employed in intl |2 500
inancial services
—13.2.1 No. ol expatriates Estimated at 10% i.e. 250.
Botswana IFSC Project
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3.3 No. ol tunds
captives
life assurers
insurance companies
einsuance companies

25 third party fund managers, managing 177 funds.

20 captive insurance managers, managing 117 captives.
10 life assurance companies.

6 general insurance companies.

20 reinsurance companies.

3.3 Protessionals: baw & audit firms

All international accounting firms represented, as well as international associates
of legal firms.

34 GDPE Uy US$ 49 792m
GDP per capita (US$) US$ 14 226

3.5 contiibution of tinancial services to Not known for IFSC, but with approximately US$ 320 m in taxes in the 155C at a
GDP () rate of 10% the income generated is approximately US$ 3 200 m or about 6% of
GDP.
4. Tax regime:

1.1 General company & personal tax rates Corporate tax rate is 38%, personal tax rate is between 27% to 48%.
4.2 Spedial incentives tor FSC activities? 10% rate of tax for licensed financial services activities, zero tax on authorised
funds. No property taxes for 10 years. 100% tax write off for expenditure on real
estate development and plant and equipment used in the business. Double rent
deduction for tax purposes.

4.3 Tax treaties- with which countries

26 treaties in force.
(present & planned)

9 treaties presently being revised.
7 treaties being negotiated at present.
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5. Regulatony regime; Industrial Development Authority (IDA) is responsible for marketing of the centre

S Regulatory authority for FSC activities | and initial vetting of applications. :

5.2 Structure of authority (no. of people/ Certification Advisory Committee (CAC) formally recommended project for

shills) approval to Minister of Finance, The CAC is made up of senior representations
from relevant government departments including the Department of Finance,
Enterprise and Employment, the IDA and Central Bank

5.3 Budget/ funding Not known state bodies act as regulators.

>4 Anti-money laundering laws in Yes

existenve?

0. 0.1 Specitic advantages offered by the FSC | Tax advantages as outlined above. Non tax advantages include a ready supply of
highly cducated English speaking graduates with excellent technological and
commercial skills. Access to the EU market, as well as a developed banking system
and state of the art digital telecommunications systems.

0.2 List major jurisdictions from which FSC | Lurope, Scandinavia, Japan.
| business is sourced in order of priority

5

7.1 Communications: time to install a
phone line

7.2 Ease of access: air connections

Ireland’s telecommunication’s system is state run. Telephone lines for business
can be installed immediately.

Daily air connections to maost ma
and Boston. Where no direct flig
be made through London which

jor European cities. Daily flights to New York
It to Ireland is available, a connccting flight may
has several hourly flights to Dublin.
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4.3 Please complete the attached budget. See attached

B. Benefits of having the FSC:
8.1 kmployment change

8.2 Revenue generation

8.3 Other

Recognition and acceptance of Ireland as an International Financial Services
Centre. The development of expertise in new areas of financial services in
particular in the area of fund Mmanagement, the creation of high quality jobs.

Significant, the total tax earned from IFSC operations is approximately 20% of
the rotal corporation tax yield.

Development of new skill base in fina
area including the development of sta
residential development.

ncial services. Rejuvenation of docklands
te of the art office facilities mixed with

Are there any plans to develop/ extend the
FSC? Any new legislation pending?

The Dublin IFSC has been devel
[n 1989 comprehensive fund ma
resulted in the rapid developmer

oped and expanded since its inception in 1987,
nagement legislation was introduced which
1t of a fund management industry.

Recently a new branch tax exemption has been enacted which will allow IFSC
companies to develop branch networks abroad, the profits from which will be
exempt from tax in Ireland. The relief js liked to substantial employment being

10,

generated by the operation

Any other relevant lessons from the
jurisdiction?

Marketing very important and the need for a fi
to discuss new issues and events
vital.

exible approach by the authorities
as they arise. Timely response by authorities is
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GIBRALTAR
Heading Description
1. Type of FSC:

L1 Geographically specitic? Gibraltar’s business as an offshore finance centre originated in the main from
the United Kingdom as a result of its close traditional ties with it. As Gibraltar
law is based on UK common and statute law the familiarity of the laws and
systems has helped in attracting business from the UK. The original vehicles used
were the Gibraltar non resident owned and controlled companies and Gibraltar
trusts.

1.2 Niche specialisations? The development of Spain and Portugal as a holiday resort created further
markets for Gibraltar as most purchasers of holiday homes in these countries
used Gibraltar companies to purchase their properties and thereby avoid
potential capital gains tax and death duties. This service extended to the
provision of offshore banking services to the beneficial owners of these property
owning companices.

2, History:

2.0 Briet history- when started, dates ol The original vehicles that initiated Gibraltar's growth as a finance centre were
major acts, cte. the Gibraltar non-resident owned and controlled company and Gibraltar trusts.
Both these vehicles stem from the United Kingdom Companies Acts and trust

law going back to the earlier part of this century or even further back.

The introduction of the exempt company legislation in 1983 (The Companies
(Taxation and Concessions) Ordinance, 1983) broadened the appeal of Gibraltar
companies in an offshore context with the introduction of the Gibraltar Tax
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Exempt Company. In return for a fixed annual fee, and so long as certain
conditions were satisfied, the company would be granted a tax exemption
certificate exempting it from all taxes in Gibraltar. In addition directors fees,
consultancy fees and dividends paid to non residents would not be subject to

Gibraltar taxes. A main feature of the legislation was that it allowed Exempt
Companies to be managed from Gibrallar.

The income tax (Qualifying Companies) Rules 1984 extended these principles
except that the company’s obtaining a qualifying certificate would be liable to
taxation at a rate prescribed on application of between 2 and 35% (usually 5%),
as opposed to being charged a fixed annual fee as is the case with exempt
companies. This served to satisfy requirements in certain jurisdictions that
required a foreign subsidiary undertakings to suffer tax at certain minimum rates

if the foreign subsidiary’s profits were to avoid being taxed in the holding
company'’s jurisdiction.

In February 1992, Gibraltar introduced new low tax limits for high net worth
individuals in order to encourage such individuals to become resident in

Gibraltar. Subject to certain conditions being met a HINWTI is liable to a
maximum tax charge of US$ 32 000.

1992 also saw the introduction of the Rates of Tax (Relocated Executive
Possessing Specialist Skills) Rules, 1992 which fixed the tax payable by relocated

executives who come to work in Gibraltar's finance centre to US$ 16 000 per
annum.
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2.2 Motivation for establishing the centre

¢.8- cployment generation?

Gibraltar's Financial Services Ce
the local economy for the gener
Government and the beneficial
a place of only S square kilomet
business was identified some ti
develop given limitations in si

ntre has always been considered a key sector of
ation of employment, income for the

spin-offs this has for the rest of the economy. As
res and no natural resources, the offshore finance
me back as a viable industry for Gibraltar to

3. Data about of jurisdiction:

3.1 Total population
Working Population

3.2 No.of peaple directly employed in inti
tinandial services

3.2.1 No. of expatriates
3.3 No.of: banks
funds

3.3 Protessionats: Law
audit firms

3AGDP (US§)
GDP per capita (US$)

3.3 Contribution of financial services to
GDP U0

1993
28 000
14 284

1 486

Unknown

27
2

-

30
28

US$ 461 m
US$ 15 165

Unknown

ze and natural resources.

1992
26 700
13 500

1568

27
22

US$ 398 m
US$ 12 406
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1. Tax regime:

4.1 General company & personal tax rates

1.2 Special incentives for FSC activitjes?

4.3 Tax treaties- with which countries
Apresent & planned)

General company tax rate is 35%. Personal tax rate is from 20-50%.

s Re

duced tax rates for high net worth individuals,
e

Reduced tax rates for relocated executives.
* Tax exemption certificates for qualifying companies.

No tax treaties signed of planned.

5. Regulatory regime:

3.1 Regulatory authority for FSC activities

3.2 Structure of authority (no. of people/
shills)

The authority regulating financial services in G
Services Commission. The Commission consists of 8 members including the
Financial Services Commissioner (as chairman) and seven other members

appointed by the Governor in consultation with Foreign & Commonwealth
Office of the United Kingdom Government.

ibraltar is the Gibraltar Financial

Other statutory appointments include The Commissioner of Banking (who's role
is presently carried out by the Financial Services Commissioner) assisted by the
Banking Supervisor; and The Commissioner of Insurance assisted by an

Insurance Supervisor, The Commission then has a compliment of 8 staff to assist
it in performing its functions,

The principal function of the Commission is to licence and monitor all
controlled activities classified as follows:-

* Investment dealer
¢ Investment broker
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5.3 Budget/ tunding

34 Anti-money laundering laws in
existence?

Life assurance and collective investment intermediary
o Investment manager

* Investment adviser

¢ Collective investment scheme operator

e Collective investment scheme trustee

¢ Insurance broker

* [P'rofessional trustee

¢ Company manager. '

Supervision of banking and insurance fall under the auspices of the
Commissioners of banking and insurance respectively.

The Financial Services Commission is self financing being funded by licence fees
paid by entities engaged in controlled activities.

European Union directive requirements on the subject of money laundering
have been implemented through the Drug trafficking (Money Laundering)
Regulations, 1994. More recently legislation similar to the UK’s Criminal Justice

Act and which is presently in bill form extends money laundering offences to
i 3 »n
all crimes”.

.1 Specific advantages offered by the FSC

Gibraltar law is based on UK common and statute law and therefore familiar
to international financial services companies.

English is the official language and all professionals are UK qualified.

Cost effective jurisdiction cornpared to other [FSC's.

Gibrallar is independent of the UK as far as the setting of tax rates and
incentives for FSC business.
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0.2 List major jurisdictions from which FSC
business is sourced in order of priority

N

* Gibraltar is a well regulated FSC such regulation being overseen by the UK.
* As a member of the EU, financial service companies based in Gibraltar will be

able to passport from Gibraltar to other member states with the minimum of
registration formalities.

. Excellentcomnumications.

¢ Gibraltar and the hinterland of Spain benefit from good weather and a
generally pleasant environment in which to live.

Portugal, United King

dom and Spain although the natural market is seen as the
LU.

7.1 Communications: time to install a
phone line

7.2 Lase of access: air connections

7.3 Please complete the attached budget

Modern fibre-optic telecommunica
excellent service to the FSC. Prior t
the expansion of the FSC given ins
to install a phone is two days.

tion system installed in 1990 providing
o this the old system proved a hindrance to
ufficient international lines. The average time

On average there are at least two flights daily covering the Gibraltar/London
route. Direct flights to the other European capitals can be taken from Malaga
airport (one and a half hours drive from Gibraltar).

See attached

oo

Benefits of having the FSC:
8.1 Employment change

8 number of persons employed in Gibraltar as
asis away from UK military of Defence
ting towards an expanding private sector.

demand generated by expatriates seconded to
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9,

8.2 Revenue generation

Gibraltar for i)roperty, leisure pursuits.

The ISC generates revenue for the Government through the creation of jobs and
the income tax arising from employees wages.

Local staff are trained to a higher degree of expertise eventually taking posts
originally occupied by seconded expatriates.

10.

Are there any plans to develop/ extend the
FSC? Any new legislation pending?

Present plans are to develop Gibraltar as a finance centre within the EU.
Approval from EU to,( legislation permitting ) cross border selling of UCITS and

insurance services is awaited, good opportunities for the expansion of business in
these areas is envisaged.

Any other relevant lessons from the
jurisdiction?

A good reputation is paramount for the success of any FSC and for attracting

quality business. The following factors have an impact on reputation:-
 Internal political stability.

« Stability as regards relations with other countries in particular with immediate
neighbours.

o [ffective but flexible FSC regulatory system.

* Depositor protection scheme.

Any history of financial scandals or impropriety carried out within the FSC.
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GUERNSEY, CHANNEL ISLANDS
Heading Description
1. Type of FSC:

L Geographically spedific? The FSC covers the whole Island of Guernsey
1.2 Nichue specialisation’s? Major specialisation’s are Private Banking, Investment Management, Fund,
Company and Trust Administration, Custodian Services, Captive Insurance
Management, Offshore Life and Pensions

2. History:

20 Briet history- when started, dates of Guernsey developed as a low tax offshore centre during the 1960’s and 1970's
major acts, cle. following an unfavourable tax environment in the UK. Income Tax for
companies and individuals has remained at 20% over this time with no capital
gains tax nor capital transfer tax. The Island has in recent years become less
dependent on the UK and has seen considerable growth from Europe

(particularly Switzerland) and the rest of the world (particularly South Africa)

Major pieces of legislation include:

¢+ Companies Guernsey Law 1994 (consolidating Laws from 1908 to 1990)
The Banking Supervision (Bailiwick of Guernsey) Law, 1994.
Trusts (Guemsey) law, 1989.

The Protection of Investors (Bailiwick of Guernsey) Law 1987.
Insurance Business (Guernsey) Law 1986.

2.2 Motivation for establishing the centre
e.g. employment generation?

The finance industry has developed as other industries such as tourism and
agriculture have declined.
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Data about of jurisdiction:

3.1 lotal population

3.2 No. of people directly employed in intl

linancdial services
3.2.1 No. of expatriates
3.3 No. of: banks

funds

trust cos.

3.3 Professionals; audit firms
law firms

(1991) 58 867

(1991) 4 743

(licence holders and opeﬁ market occupants) (1995) 5 247

54 (75 separate registrations. Some are for entities in the same group)

Open ended: 1993
Listed 39
Unlisted 155
194
Closed ended:
Listed 33
Unlisted 33
86
Total 280

61 (estimated)

11

25 (including 5 of top 6 world wide)

1992
33
125
158

31
47
8
236
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T 1993 1992
JGDE sy 1430 m 1 308 m
GDP per capita (US$) 15 067 14 728

A5 contiibution of financial services to
GDP )

USH 400 mi.e. 284

4. Lax regime:
L4 General compuny & personal tax rates

42 spedial incentives for FSC activities?

4.3 Tax treatics- with which countries
(present & planned)

Company and personal tax rates are set at 20%. There are only two direct taxes
levied on individuals; lncome Tax and Dwellings Profit Tax. Recently favourable
tax incentives have been introduced for investiment companics investing in non-
Guernsey assets, Captive Insurance Companies and International Companies
and for interest paid 1o non-residents on bank deposits.

Tax exemption for investment companies inve

¢ Variable rate of tax (0-309%,
shareholders)

¢ Vaiiable rate of tax (0-309%) for Captive Insurance Companies.

* Non-taxed deposit interest for non-resident depositors.

sting in foreign assets.
) for International Companies (forcign

Where foreign income becomes subject to Gue

msey Income Tax, the taxpayer is
granted some relief for foreign tax suffere

d on the same income.

Guernsey has entered into two double tax tre
United Kingdom, and special rules apply to iy
according to the specific ters of cach ireaty.
by total exemiption or tax credit.

aties, those with Jersey and the
1come from those two territories
Relief is given under these treaties
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If no bilateral agreement exists, relicf is available to Gue
of the lessor of the other territory’s effective rate or 75¢

0 of the Gu
effective rate.

Regulatory regime:

3.0 Regutatory authority for FSC activities

3.2 stucture of awthority (no. of people/
skills)

msey resident tax payers

ernsey

Guemsey Financial Services Commission (GFSC).

Regulation is broken down into the followin
framework:

¢ Banks
o Investment Business
¢ Insurance

g headings, which fol

Trust operations are not regulated.

The main and mosi abiding point of policy in the
new entrants, whether in banking, fund promotio
established, substantia) institutions with a de
successful provision of the same financial se
the Bailiwick.

N or insurance {

Al institutions registered under the Ordinance
commission in accordance with the framework
adequacy of banks se
banking Supervision
Capital Standards”.

for measuring the
toutin the paper produced by the Basle Con

“International Convergence of Capital Meas

low the legal

Commission’s approach for

0 bhe

monstrated track record in the
rvice propaosed to he supplied from

continued to be supervised by the

capital
1mittee on
irements and
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3.3 Budget/ funding

0.

SobAnti-money liundering laws in
existenee!?

The GFSC has a staff of approximately 25 and is funded by fees from financial
institutions and by a grant for promotional activities. Income and costs ae
approximately US$ 1.6 m.

I fuly 1991, the Commission published “Money Laundering Avoidance:
Guidance Notes” based on similar notes drawn up by the British Bankers
Association, the Building Societies Association and the law enforcement agencies
in the UK. These were widely circulated to financial institutions in Guernsey for
their information and guidance. Since then, the UK authorities have produced
three new publications on the same subject covering not only the field of
banking but all retail and wholesale financial services. These reflect the passing
of the UK Criminal Justice Act 1993, which extends the scope of anti money
laundering legislation from drug proceeds to the proceeds of all critne. The

Commission is working to produce an equivalent document for use in the
Bailiwick.

0.1 Spedific advantages offered by the FSC

Guernsey is in the front rank of international finance centres offering security,
professionalism and discretion. It is a mature and naturally-developed IFC with
an impressive infrastructure.

Guernsey is open for new business (as long as that business is respectable)
Guernsey is safe because it is well regulated. The selting up of the Financial
Services Commission in 1988 is hard evidence of the detenmination of the
Guemsey authorities to be seen as an IFC of high reputation.
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0.2 List major jurisdictions from which ISC
business is soured in order of priority

Business is primarily from the UK (first but decli
growing fast - particularly Switzerland) and the
particularly South Africa)

ning), Europe (second and
rest of the world (third -

24 Communications: tine to install a
phone line

S22 base o access: air connections
7.3 Please compicte the attached budget

sheetwhich indicates the annual cost of
operating a smadl office in this jurisdiction

Varies, approximately 1 week,

Four flights from Gatwick and Heathrow, London per day. Flight time one hour.

See attached.

Employment generation, Guernsey has practically full employment,

FSC? Any new legistation pending?
I so, please describe

8. Benefits of having the FSC:
(please quantify where possible)
8.1 Fmployment change
8.2 Revenue generation Real income per capita has increased 100% since 1971
8.3 Others:
9. Are there any plans to develop/ extend the

Legislation to enable investment limited partnership to be established in
Guernsey has recently been introduced. Such vehicles are increasingly being used
in overseas jurisdictions as an alternative medium for investment funds.

The Banking Supervision (Bailiwick of Guernsey) Law 1994 was passed by the

States of Guemsey. it replaced the Prote

ction of Depositors Ordinance 1971 to

Botswana IESC Project

age 113




Neloitte 8

-

BOTSWANA IFSC
JULY 1995

1990, under which banking supervision is

presently conducted. The new Law
gives the Commission powers to in

tervene where a bank is ip difficulties, by
attaching conditions to licences and making directions when a licence is
revoked, thereby giving the Commission much more control over troublesome
situations, should there be any. Given the Commission’s policy of sclectivity, it
is unlikely that such powers will De needed but it is right in principle that the
Commission should have theyn, Another important improvement is to provide a
precise definition of what constitutes a deposit and a deposit taking business,
The Taw also gives the State the ability to introduce by ordinance a deposit
protection scheme should this ever becomne a commercial necessity. In effect, the
new legislation underpins many of the international standards which are

presently imposed by the Commission on its moral authority and currently
adhered to by Guernsey banks.

Stmilar powers are to he granted under the new Investment and Insurance Laws,
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ISLE OF MAN
Heading Description
1. T}'pc of FSC:

L Geagraphically specilic? The Isle of Man FSC is not geographically specific, it operates from the isle and
serves global international markets.

1.2 Niche specialisation’s? Specialisation’s include : Captive and Life Insurance

. Ship Management and Registration
R History: Commercial and financial activity dates back to Victorian times when nmining
2.0 Brief historv- when started, dates of and tourism were very important activities on the Isle of Man. A half hearted
MAjor acts, cle.

attempt at financial services emerged during the 1970°s. It was not until the
mid- 1980's when overcrowding in the Channel Islands was forcing financial
services began in eamest to look further afield for their offshore work, that
international financial scrvices began in earnest The Isle of Man Banking Act of
1975 and the Financial Supervision Act of 1988 (an equivalent of the UK
Financial Services Act of 1987) are the key legislative milestones.

2.2 Motivation tor establishing the centre

The mining industry had ceased before the Second World War and tourism
¢.g.employvment generation?

sutfered a serious structural decline in the 1960’s and 1970's when cheap
chartered flights to Spain and Portugal became the main holiday destination for
the working classes of northern England. Well known problems in European
agriculture exacerbated this problem and as a result financial services developed

during a period when many Islanders were otherwise migrating for full time
employment.
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3

3

Data about of jurisdiction:

)
I

I Total population

-2 Nacof peaple directly cmployed inintl
Huancial services

2 NosoF expaliialtes

3 Nosof: Danks
funids
Liust cus,

stockbroking firms

A3 Mokessionals: law & audit firms

LGP sy
GDP per capita (LS$)

S Contribution of tinandcial services to
GDP ()

71 267 (April 1991)

Approximately 4 500 in banking, insurance e
aceounting etc.

Employed persons on work permits 10 337 (1994): 9 876 (1993)
01
101 restricted schemes, 16 authorised sche

Not known, probably exceeds 150,
5

mes, 21 recognised schemes.

Approximately 30 law firms and 65 audit firms.

Isle of Man has an additional 34 000 com

panices registered, 140 captive
insurance companies and 13 life insuranc

¢ companies,

1993 1992 1991
866 963 828 892 765 344
11 041 10573 9 833
299 232 291 133 262 241
34.5% 35.1% 34.3%
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L1 General company & personal tax rates

4.2 Special incentives for FSC activities?

4.3 Tax treaties- with which countries

Corporate rate - resident company 20%

Personal taxes - standard rate 159% maximum rate 20%.

Mutual Fund management corporate tax rate of 5%.

Bank owned treasury activities tax rate 2%.

von undistributed profit.

No special incentives offered.

A tull tax treaty with the United Kingdom

and a shipping treaty with the USA
are the only treaties in place.

1. Tax regime:
(present & planned)
5.

Regulatory regime:

3.1 Regulatory authority for FSC activities

3.2 Structure of authority (no. of people/
shills)

5.3 Budget/ funding

Isle of Man Financial Supervision Commission, re
business and collective investment scheme
Authority regulates insurance business.
Treasury Minister.

gulates banks, investment
5. The fsle of Man Insurance
Both authorities are chaired by the

Financial Supervision Commission 15 staff, the Insurance Authority 5 staff.

Funding is provided by the Isle of Man Gove

mment Central revenue which is
offset by licence holder fees,

BOLSWa 115C Projoct

age 117




Deloitte &
Touche

N

BOTSWANA IFSC
JULY 1995

A Anti-money lundering laws in
eXistence?

—————

A voluntary scheme

exists subject 1o guidance notes from the
€1, most institutions are subsidiaries of EC pare
money laundering requirements necessitate
procedures in overseas subsidiaries.

Regulator.
nts whose own statutory
¢quivalent anti-money laundering

Howev

-1 Specific advantages offered by the FSC

0.2 st major jurisdictions from which N
business is sourced in order of priority

o Political stability - 1000 years of unbroken inde

o Low taxation

¢ Low costs (labour and office spacc)

* Space and capacity for growth

¢ Well establishied infrastructure

* English law and customs

¢ Well established professional sery

e Time zone

¢ Well educated, available labour force

* High standards of re
framework

pendent parliament

ices and expertise

gulation and supervision within a sympathetic

United Kingdom, Middle East, Far East

{especially UK expatriates and South
Africa.

2. Communications: time to install a
phone line

22 Ease of aceess: air connections

Low cost digital system.

One hour from London, Heathrow with e

asy interlining with the rest of the
world. Extensive regional flights.
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T3 Please complete the attached budget
shear.

See attached

5. | Benefits of having the FSC;

8.1 Employment change

5.2 Revenue gencration

3.9 Others:

Y.

20 % of the working population now employed in financial services. This has
increased from 1 500 in 1981 to 4 S00in 1991 and is projected to grow to 6 000
by 1996 (excluding professional services)

Contributes 35% of GNP (92/93) against 19% in 84/85.
Nil

Are there any plans to develop/ extend the
FSC2 Any new legislation pending?

IEso, please describe

* New company and trust legislation is curre
planned.

Further regulation of companie
* Special concessions for property

ntly being introduced and

. s and trusts in planning.

rdevelopment in designated arcas.
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LUXEMBOURG
Heading Description
1. Type of FSC:

L Geographically specitic?

L2 Niche spedialisation’s?

(%]

History:

Part of Luxembourg's success as an FSC is due to its geographical location.
Luxembourg has an area of 999 square miles and lies between Germany, Belgium
and France. The state has 400 000 inhabitants, one fifth of whom live in the city
of Luxembourg. It is a sovereign state and a full member of all the major
international institutions. It has a long established tradition of political and
social stability; manpower is skilled and accustomed to high productivity; there
is an cxcellent transportation system by road, rail, air, river. French and German
are spoken fluently and many people have a good working knowledge of English.

Luxembourg’s niche specialisation’s include banking, investment funds and
holding companies. In the past thirty years, more than 200 banks have
established a presence in Luxembourg. These banks offer the entire spectrum of
financial services in both corporate and private banking. Luxembourg also has

1 000 investment funds of international repute amongst private and institutiona
investors. Luxembourg has over 10 000 holding companies which enjoy special
tax status, an internationally successful Luxembourg Stock Exchange and Cedel,
the world-wide clearing agency for securities transactions. Another interesting
development in recent years is the cross board expansion of the country’s
insurance sector in various market niches, specifically captive reinsurance and
international life insurance

|

2.1 Brief history- when started, dates of
NAjor acts, etc.

Luxembourg's role as an FSC was started in 1929 with the introduction of the
1929 Holding Company Act. The Act was intended 10 remove the double

taxation of companies holding shares in other companies. Since 1929 holding
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2.2 Motivation for establishing the centre
e.g. employment generation?

3. Data about of jurisdiction:

companies do not benefit fro the advantages of Luxembourg’s tax treaties, the
Societe de Participation Financiere (SOPARFI) was developed. Changes to
Luxembourg tax law in 1990 exempted qualifying companies from local taxes.
The EU parent/subsidiary was also introduced and applies to SOPARFIs.
Luxembourg developed its reputation as a market for investment funds through
the Grand Ducal Decree of 22 December 1972. This was repealed by the law of 25
August 1983 and the current law relating to investment funds is the law of 30
March 1988 which implemented the EU Directive 85/611/EEC. Due to its size,
Luxembourg has been able to introduce new legislation, especially from the

European Union, faster than the other member states. This has permitted it to
attain the market lead in certain sectors.

3.1 Total population

3.2 No. of people directly employed in intl
linancial services

3.2.1 No. of expatiiates

3.3 No. of: banks
funds

3.3 Professionals: law & audit firms
34 GDP (US$)
GDI per capita (US$)

400 000 (Luxembourg city 80 000)

The total active labour force totals approximately 165 000 with approximately
8 000 civil servants. The financial services employ approximately 65% of the
remaining work force, 102 050 people.

Unknown

Approximately 200
Approximately 1000

8 major law firms with 39 partners and 6 major audit firms.
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3.5 Condribution of financial services to
lll)l’ (‘5\1)

1. Tax regime:

L4 General company & personal tax rates

4.2 Spedial incentives for FSC adtivities?

Resident companies are subject to corporate tax at variable rates depending on
their taxable income. The highest tax rate payable is set at 33.3% for companies
with a taxable income exceeding US$ 43 750. Companices pay a further
municipal trade tax set at an uppermost level of 9.09% which adds to a total
income tax rate of for resident companies of 39.39%. Non-resident companies
are subject in principle to the same tax rates as resident companies except that
the actual tax rate is determined on the basis of the world-wide income of the
companies, Individuals pay income tax at the rate of 25% on a taxable income of
US$ 100 000, 31% on a taxable income of US$ 133 333 and 35% on a taxable
income of US§ 166 666 and over.

Special tax incentives attach to certain holding companices and to Undertakings
for Collective Investment (UCITS). 1929 holding companics arc subject to the
following raxes: on formation a 1% capital duty tax with a minimum ol US$ 33;
an annual tax set at 0.2% with a minimum of US$ 66 per annum. No other taxes
are collected on 1929 holding companies. 1t should be noted that none of the
double tax treaties apply to these holding companics.

UCHTS are subject to the following taxes; on formation a fixed amount of

1IS$ 1 666 and annually a tax of 0.06% assessed on the net asset value of the
undertaking as at the end of each calendar quarter. Such tax is payable quarterly.
There are no other taxes on income, on payout or on capital gains.
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3 Tax treaties- with which countries
tpresent & planned)

Luxembourg has tax treaties with the following countries: Austria, Belgium,
Brazil, Canada, Czech Republic, Denmark, Finland, France, Germany, Greece,
Hungary, [reland, Italy, Japan, Korea, Morocco, Netherlands, Norway, Slovak
Republic, Spain, Sweden, Switzerland, United Kingdom and UJSA

Regulatory regime;

3.1 Regulatory atthority for FSC activities

3.2 Stiucture of authority (no. of people/
skilly)

[

3 Budget/ funding

n

A Aati-money laundering laws in
existence?

The Institut Belgo-Luxembourgeis du Chan
currency exchange transactions in the Belgian Luxembourg Fconomic Union.
The functions of a central bank in the Belgian Luxembourg Economic Union are
assumed by the Luxembourg Monetary Institute (LML), the State Savings Banks

and the IBLC. The main role of the IML is to monitor and supervise the banking
and financial sectors.

ge (ILBC) exercises control over

The IML is headed by a director
cross section of financial expe
decrees by collecting and trea
circulars dealing with conse
divided into ce

general and includes amongst its employees a

1ts. Tt assists in the preparation of Grand Ducal

ting relevant data from the financial sector. It issues
quences of various financial legislation. The IML. is
rtain sub-committees including a banking advisory commitice
and a committee on banking supervision. It is a membper of the EC Govemors
Sub- Committee on Banking Supervision.

Unknown

A complete new law on the financial sector was enacted on the 5th of April
1993. This includes a new chapter on professional obligations dealing inter alia,

with money laundering and the concept of bank secrecy

— 1
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o.1 Specilic advantages offered by the FSC

0.2 Fist major juiisdictions from which ¥SC

business is sowrced in order off priority

S Communications: time to install a

* Asuccesslul and diversified economy;

Tax rates in line with other EC States, but specific legislation and an attractive
regulatory environment encouraging investment:

Sophisticated banking systems; recognised leader of the European crossborder
investments funds industry;

Direct access to international capital markets

An appropriate location for crossborder equity investment.

Luxembourg has an economic and monetary union with Belgium and is a
member of Benelux. The major jurisdictions from which FSC business is sourced
are, in approximate order of priority: Belgium, Netherlands, France, Gennany,
other EU countries and the USA.

phone line
7.2 Lasce of access: air connections
<3 Please complete the attached budget

shieet which indicates the annual cost of
aperating Josmall ottice in this jurisdiction

Phone lines can be connected immediately for business concerns.

The Luxembourg international airport is a major air transport centre with direct
and connecting flights to all parts of the world.

See attached.

Benefits of having the FSC:
8.1 Employiment change

During the last 18 years, Luxembourg has become one of the farge financial
centres in Western Europe. This has led to an unemployment level of less than

2%. 1t also has one of the highest per capita GNP in Furope
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)

1o,

Are there any plans to develop/ extend the
PSCT ANy new legislation pending?

I su, please describe

A bill on the consolidated supervision of banks during 1994 and a draft decree
modernising rules on securities transactions was submitted to parliament in
1994. Luxembourg is presently working towards the adoption of the le

ngthening
list of draft laws covering a wide variety of financial reform measures.

Any other relevant lessons from the
jurisdiction?

Luxembourg has been fortunate since its geographical location and membership

of the EU have enabled it to develop as a successful FSC.. Luxembourg has shown
determination to create an attractive regulatory environinent which encourages
foreign investment. It has also achieved the necessary preconditions for a
successful FSC including a sophisticated banking systemy and a government
willing to expedite legislation required for Luxembourg (o retain its competitive
cdge as an ISC.
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4.3 Tax treaties- with which countries
(present & planned)

Developers of infrastructure are entitled to 50% of the adjusted income from
such facilities provided that the construction of the facilities commenced by 1
October 1993.

Dividends received by an offshore company from a Malaysian resident
company is not subject to income tax and no refund or set-off is given in
respect of tax deducted from such dividend.

Dividends paid by an offshore company out of income derived from an
offshore business activily or out of exempt income is not subject 1o income
tax in the hands of the recipient. Such dividend will be paid gross without any
tax deduction at source.

Royalties paid by an offshore company 1o a non-resident person or another
offshore company is not subject to income tax. flowever, where the interest
accrues to a banking, finance company or insurance business carried on by a
non-resident person in Malaysia, that interest will be subject to income tax as
part of business income.

Interest paid by an offshore company to a resident person, other than a person
carrying on a banking, finance company or insurance business in Malaysia, is
not subject to income tax.

All instruments made in connection with an offshore business activity by an

offshore company are not subject to stamp duty under the Malaysian Stamp
Act, 1949.

To date, Malaysia has concluded 40 double taxation agreements, and are
presently negotiating a further three. "

Labuan offshore companies which are resident in Malaysia for treaty purposes
should also be able to benefit from treaty provisions in the Double Taxation
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S Communications: time to install a
phone line

C.2 Fase of access: alr connections

7.3 Please complete the attached budget
sheet which indicates the annual cost of
operating a small office in this jurisdiction

It takes less than a week to install a phone line.

Because of its strategic location in the Asia-Pacific region, Labuan is only a short
distance fromn every airport in Asia and Australia. Its modern airport is casily
accessible by direct domestic flights from Kuala Lumpur and Kota Kinabalu,
Sabah and also from nearby Singapore, Bangkok, and Manila.

See attached

Benetits of having the FSC:
81 Fmploviment change

8.2 Revenue generation

With the influx and increasing number of major offshore banks in to the IFSC,
job opportunitics will grow in the near future. At this stage it is too carly to gauge
the impact on employment.

The growth of Labuan IFSC has progressed positively. This is evident from the
increasing number of offshore loans raised and deposits with offshore banks.

Are there any plans to develop/ extend the
FSC2 Any new legislation pending?

I so, please describe

Since the establishment of Labuan as an IFSC in October 1990, there has been
little change in the legislative or regulatory amendments. Emphasis was placed
instead upon fulfilling the operational requirements of an active, efficient IFSC,
by providing vital infrastructure

The Labuan Development Authority has promised to “continuously improve
rules and regulations to simplify and wherever possible de-regularise barriers,
create attractive packages and diversify [FSC services to satisfy offshore players”.
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The Economic Planning Unit of the p
forcign consulting firm to draft the (¢
Plan” to formulate straleg
IFSC.

rime Minister's Department has engaged a
rms of reference for a “Master Development
ic plans to improve the effectiveness of Labuan as an

An Oftshore Trust Bill, to provide a legal framewark for the creation and
operation of offshore trusts, is expected to be passed by Parliament in 1995, and
will complement the existing Labuan Trust Companies Act, 1990,

An earlier proposal for a “Labuan international financial exchange” whose
objectives are to transform Labuan into an international fi
trading and risk management centre
provide exchange listing facilities for
companies.

nancial derivatives
within Asia Pacific’s time zone, as well as to
unit trust, country funds and multinational

Any other relevant lessons from the
jurisdiction?

Forany IFSC to grow there is a need to provide the necessary infrastructural

facilities and skilled manpower. Acknowledging the fact that there is a lack of
suitable office space in Labuan, the Malaysian government has in the interim
period, while the facilities are being set up, allowed offshore banks and insurance

companies to set up management offices in Kuala Lumpur until 31 December
1995,

With regard to skilled labour, the Malaysian government has relaxed the rules

and regulations relating to the employment of expatriates. To facilitate the
application process and minimise delays, a special committee has been set up in

Labuan to issue employment permits to expatriates needed by financial
institutions and other firms in the IFSC.

Botswana IEsc Py, veot

age 133



Deloitte

Touche
N
BOTSWANA IFSC
JULY 1995
MALTA
Heading Description
1. T}'pt of FSCa

1.1 Geographically specific?

1.2 Niche f;pu,ialimliun"s'.’

Malta is an international financial centre offering a range of financial services in
the ficlds of international trading and holding companies, trusts, banking,

insurance and investment services. The centre is not geographically specific and
has no particular niche specialisation

2. History:

200 Briet histony- when started, dates of
Najor acts, el '

2.2 Motivation for establishing the centre
.. cmplovment generation?

In 1989 following the enactment of the Malta Financial Services Act, Malta
started promoting offshore services enabling the formation of offshare holding,
trading, shipping , banking, and insurance companies. in 1994 a large number of
new laws were enacted to provide the required legal background for the
devclopment of Malta into an international financial and trading centre

Financial services are seen to be an important source of income and employment
for the Maltese economy and the government is committed to develop Malta as
an international FSC. The expansion of financial services in Malta is seen as a
healthy diversification from the tourism and manufacturing scctors which are
now reaching saturation point.
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3 about of jurisdiction:
3.1 Total population 360 000

3.2 No. ol people directly employed in
inth financial services

3.2.0 No. of expatiiates

3.3 No.of: banks
funids
Liust cos,

3.3 Professionals: law & audit firms

JA4GDEP (Usyy
GDP per capita (US$)

3.5 Contribution of finandial services to
GDP (4)

Approximately 5000

As at October 1994 total expatriates 1 890

8
Approximately §
Approximately 50

Approximately 70

US$ 2 600 m
1US§ 7222

Approximately 3.5%

1. lax regime:

1.1 General company & personal tax rates

Onshore companies 35%
Offshore holding companies 0%
Offshore trading companies 5%
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4.2 spedial incentives for FSC activities?

4.3 Lax treaties- with which countries
(present & planned)

Personal income tax graduates up to a maximum of 35%, however people who retire to
Malta as permanent residents pay a maximum of 15% income tax.

s Relief from double taxation
¢ Refunds to non-resident shareholders

Malta has 21 double tax treaties with countries throughout the world with agreements
for a further 6 treatics planned.

3. Regulatory regime:
5.1 Regulatory authority for FSC activities

3.2 Structure of authority (no. of people/
skills)

>3 Budget/ tunding

>4 Anti-money laundering laws in
existence?

The regulatory authority for FSC activities is the Malla Financial Services Centre (MFSC).
[t is under the responsibility of the Minister of Finance and is intended as a one-stop
shop and single regulator for the country’s financial services.

The MFSC consists of a Board of Governors and an Executive Committee appointed by
the board. The executive committee in turn has a director for cach of the areas of
financial services supervision, including, investment services, international husiness,
banking and insurance.

The paid up capital of the Centre is currently US$ 2.1m. The centre’s revenue consists of,
registration fees payable under the MFSC Act and rents, interest and profits accruing
from property, deposits and other assets of the centre. The Minister of Finance may also
make advances to the centre which is exempt from tax.

I'he Prevention of Money Laundering Act enacted in 1994, together with the Prevention

of Money Laundering Regulations make provision for the prevention and prohibition of
the laundering of money in Malta.
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o Tol Specific advantages offered by the FSC | Apart from fiscal incentives offered other advantages of Malta as an [SC include,
political and economic stability, accessibility and flexibility of regulators,
confidentiality, a good infrastructure, high quality and availability of professionals and a
good climate,
0.2 List major jurisdictions from which
ESC business is sourced in order of priority | Major jurisdictions include Italy, Switzerland, Austria, Germany, France, USA, UK.
7 2.1 Communications: time to instal] a Approximately 3 weeks to instal] a telephone.
phone line
7.2 kase of access: dir connections Good air links including frequent flights to major airports.
7.3 Please complete the attached budget | Completed see attached
sheetwhich indicates the annual cost of
operating a small office in this jurisdiction
8. | Benefits of having the FSC
(please quatttity where poassible)
8.1 Fmployment change Employment in the financial services sector has increased by approximately 300 people
i.e. by 6%
8.2 Revenue generation Approximately US$ 21 m
9. Are there any plans to develop/ extend the | Malta's FSC legislation has si

FSC? Any new legislation pending?

gnificantly improved over the past six years with the

introduction of eight new Acts and amendments to a further four Acts. There is also
$00n to be a new Conmipanies Act which is to replace

the existing Commercial

Partnership Ordinance (1962). Tt will introduce prov

1ISions on group accounting and
Hung
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brings commercial |

aw up to date by incorporating a number of conce
company law.

pts from EU

Any other relevant lessons from the
jurisdiction?

There are a number of intangible benefits e.g. image, which are difficu
an ISC, a small country can exercise a degree of influe
size.

It to quantify. As

nce totally out of proportion 1o its
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MAURITIUS
__‘N Heading Description
I Type of FSC:

b Geagraphically specific?

.2 Niche specialisations?

(S

The FSC is not geographically specific, it encompasses the whole island of

Mauritius.

* Investment Holdings

* Fund Management

s Setting up of regional headquarters taking advantage of the low taxation
freeport and cxport processing facilities offered.

¢ Ship registration.

* International Trading.

History:

20 Briet history- when started, dates of
major acts, ce.

Mauritius achieved its independence in 196
industrial development in the 1970's with t
Incentives Act that encouraged import substitution industries. With the
acquisition of know-how but lack of capital funds, the country attracte
capital by diversifying into export orije
Processing Enterprise Act. This initi
up of the European market through

8 and started its first phase of
he introduction of the Development

d foreign
nted industries through the Export
ative proved to be most timely. The opening
the Lome Convention drew substantial
investors in the textile field from the Far East on account of the ready market
offered by Mauritius and the unstable political climate in theiy home countries,
The economy has been growing at an average rate of 6% Per annum over the last

decade, and the industrial development has strengthened the agricultural sector
and brought about a flourishing tourist industry.
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2.2 Motivation tor establishing the centre
¢.g. employiment generation?

The introduction of the new Income Tax Act 1974 by halving the top rate of
personal and corporate tax has brought about a tremendous impetus for
industrial expansion. The Export Services Zone Act of 1981, The Hotel
Management (Incentives) Act of 1982, The Industrial Building Incentives Act of
1986, The Pioneer Status Enterprise Act of 1991, and lately the Industrial
Expansion Act of 1993 consolidating all these incentive legislation’s have led to

the rapid growth of the services sector and has set the stage for the second stage
of development. -

The Mauritius Offshore Business Authority Act of 1992 marked the first inroad
into the financial services sector. In the meantime, Government had laid the
toundation for a Mauritius Stock Exchange in 1988, introduced ‘Trust legislation
to facilitate fund management, suspended the Exchange Control legislation and
passed the Freeport Act as a bridge between local industrial expansion and
oftshore management. All these measures show the firm intention of the
Government to achieve a level playing field for all sectors of operation.

Accordingly itis obvious that Mauritius departs from other financial centres that
have no economy of substance. The Mauritius offshore sector is being employed

purely as a means to speed up the process of integration with the world
economy.

The setting up of offshore facilities in Mauritius forms part of an outward
looking strategy adopted to diversily the economy, to accelerate its integration
in the world economy and 1o consolidate the existing pillars of cconomy,
namely agriculture, industrial and tourism sectors.
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With the present rate of unemployment of only 1.6%, and the importation of
foreign labour in the construction, textile and agricultural sectors, employment
generation is clearly not the motive for establishing the financial sector.
However, the functioning of the sector with all its ancillary services in banking
and fund management has broadened the outlook of local people in the
globalisation process. Telecommunication services, insurance, hotels, transport,
retailing, property development, secretarial and other back office jobs have all
received a tremendous boost through the development of the financial centre.
3. Data about of jurisdiction:
3.1 Tatal population

1994 1993 1992
? 1 105739 1092 384

3.2 No. ot people directly employed in

431 (65 in offshore banks, 106 in offshore management and 260 in other
inth. finandial scrvices

offshore companies)

3.2.1 No. of expatriates Unknown

3.4 No. ol offshore companies registered 7 Otfshore Banks

45 Offshore Management Funds

4 Insurance

21 Oftshore Management Companies
743 Investment Holding Companies
106 International Trading Companies
3 Aircraft Leasing Companies

1 450 Others
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3.3 Professionals: law & audit firms

SAGDE (Uss)
GDP per capita (US$)

3.5 Contiibution of financial SCIvices to
O

There are over 300 qualified professional accountants working in Mauritius, and
about 20 auditing firms with all the big six represented. There are over 200
barristers and solicitors practising in Mauritius. They are not allowed to practice
in a corporate name, however a number of lawyers organise themselves in
Chambers so as to share overheads,

1994 1993 1992
3547 m 3135m' 2722m
3290 2950 2 600

1. Fax regime:
4.1 General CORpany & personal tax rates

1.2 special incentives for FSC activitics?

The normal corporate tax rate is at 35%. Dividends are
shareholders, except that corporate sharcholde
income until it is passed on as a dividend to in
companies which include export enterprise
companies are taxed at 15%
shareholders.

taxable in the hands of
1s enjoy franked investiment
dividual shareholders, Incentive
s and approved local manufacturing
vand dividends are tax free in the hands of the

The chargeable income of individuals is 1axe

d at a graduated rate varying from
5% to 259,

International companies operating

in the offshore sector without a tax re
status are taxed at zero rate.

sidency
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Offshore ordinary status companies with tax residency status can opt to be taxed
al a rate varying from 0% to 35%, However, such companies which were
incorporated and came into operation after 1 July 1988 will be taxed, like

incentive Companies, at the rate of 15% and dividends are tax free in the hands
of shareholders,

Expatriate employees operating in the offshore

sector are liable for Maritiuan
income tax at half the normal rates.

4.3 Tax treatics- with which countries

The following are treaties signed and in force:
(present & planned)

Germany (1978), United Kingdom (1981),
Zimbabwe (1992), Sweden (1992), M
(1994).

South Africa (old) 1961, West
France (1981), India (1983),
alaysia (1993}, Swaziland (1994) and ltaly

The following treaties have been s
South Africa (new), Luxembourg,
Madagascar, Namibia, Kuwait, Vi
Sri Lanka.

igned and finalised but are not yel in force:
Belginm, Pakistan, People’s Republic of China,
etnam, Singapore, Lesotho, Oman, Russia and

The following treaties are under negotiation: C
following countries have expressed the

Saudi Arabia, Quatar, United Arab Emi
Indonesia.

anada, Botswana and the
Ir interest in negotiating treaties: Austria,
rates, Cambodia, Portugal, Turkey and

S—

5. Regulatory regine;
5.1 Regulatory authority for FSC activities

The Mauritian Offshore Business A

ctivities Act promulgated in 1992 provides for

the establishment of the Mauritius

Offshore Business Activities Authority which |
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5.2 5tractare of authority (no. of people/
shilly)

5.3 Budgety funding

SA Anti-money liundering laws in
existenee?

|

Botar,

is primarily a supervisory body with powers to licence, regulate and monitor the
conduct of offshore business operations.

MOBAA is governed by a Board of Governors with the
Chairman, Governor of the Rank of Mauritius as Vice
Secretary, a representative from the Prime Ministe
opted miembers.

Minister of Finance as
Chairman, the Financial
t's Office, and four other co-

'
'

Management of the Authority is heade
profession and an expatriate manager with olfshore sector experience. They are
assisted by deputies and a staff of Jess than ten persons cngaged in organising
training for local professionals, initiating rescarch work in selected areas, and
organising road shows in major financial centres as well as carrying out an on-
going publicity campaign in specialised magazines and journals

d by a director who is a lawyer by

The Authority is funded mainly by lice
offshore companies, In addition, the A
contributions from Government. The
amounted to US$ 1.25m.

nsing and processing fees recejved from
uthority receives grants and special
amount received up to June 1994

A bill in the form of Prevention of Money Laundering Act is due 1o De presented
to Parliament within the next session. MOBBA has recently organised a seminar
on this issue with the support of the Bank of England’s loint Money Laundering
Steering Group. Government have endorsed the recommendations of the United
Nations Vienna Anti-drug convention against the illicit trafficking of Narcotic
Drugs and Psychotropic Substances of 1988,
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The bill will be forwarded by a Financial Services Authority Bill, the Securitics
and Exchange Bill, the Investment Business Bill and the Specialised Financial
Institutions Bill to provide a more appropriate legislative and regulatory

framework for international business activities.

0.1 Specitic advantages offered by the FSC

0.2 List major jurisdictions from which FSC
business is sourced in order of priority

» A convenient time zone of GMT +4 hours.

A comprehensive network of double taxation treaties.

¢ Freedom from exchange control.

A country with political and economic stability with its international
financial business merged within its industrial, agricultural and social
activities to produce a level playing ticld for all concerned.

Strategic location between Lastern and Southern Africa, India and the Far Last
with direct air links and on line telecomnmunications.

o Reliable legal framework.

Fast and simple incorporation process and low cost management.

India, South Africa and the Indian Ocean Rim.

71 Communications: time to install a
phone line

7.2 base of access: air connections

Government has recourse to the French company Alcatel and the Japanese
company NEC to have the telecommunication system revamped throughout the
island. Depending on location, a phone line can be installed within a month.

There are daily direct flights to Europe, Asia, South Africa, Kenya, Australia and
[ndian Ocean Islands.

botsiv,
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BREE Please complete the attached budget See attached.
sheat ‘
5. Benefits of having the FSC;

8.1 Fmploviment Change Although people directly employed in the £5C number less than 500, indirect
employment created through expansion in banking, stock exchange, insurance,
transport, telecommunications, hotcls, printing, and property development
cannot be quantified as this sector is being integrated with the other sectors of
the economy., '
8.2 Revenue generation Revenue generation is estimated as follows:-

* Processing and Licence Fees US$ 2m

¢ Offshore Management Company Revenue  JS$ 2in

* Olfshore Bauks Profit US$ 44 m
* Offshore Banks Assets US$ 400 m

0.3 Uthiery:

Are there any plans to develop/ extend the

Three years active operation in [SC have taught the MOBBA several lessons:-
ESCY Any new legistation pending?

¢ Tax havens with freedom from taxation show irresponsibility and invite
boycott from developed nations through controlled forcign companices anti-
avoidance legislation.

¢ A country with a differential taxation S
tesources and will in the long

Iso, pledase describe

ystem prevents proper allocation of
ran distupt the cconomy.

AS a preventative measure, Governme

integrate the FSC within the existing structure of the cconomy so as to bring
income taxation of all sectors to (e uniform rate of 15%. Given a proper
network of double taxation conventions, the FSC will prosper not on account of

nt plans over the next five years to
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its low taxation, but on account of the high degree of professionalism
contidence and trust that the country can inspire through a respected legal
framework
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MIUE
B _ | Heading Description
1 Type of FSC:
L1 Geagraphicaliy specific? The FSC s geographically specific i.e. it is limited to the South Pacific istand of
Niue.
.2 Niche specialisation’s? The FSC has only beenin existence for less than a year and as such has no
R B specific niche as yet.
2 History:
2.0 Brief history- when started, dates of Oltshore legislation was only finalised in March 1994, {he international bank
Hor acts, ete. registry was opened in September 1994,
2.2 Motivation to establishing the centre | The centre was established to afford additional employment opportunities and to
Cg-employment generation? generate additional revenue,
3.

Pata about/of jurisdiction:

3.1 Total popalation

3.2 No.of peaple directly employed in intl
tinancial services

3201 Noo ot expatiiates

3.3 No. of: hanks
funds

Total population resident on Niue is 2500

20 people employed in international financial services

No expatriates resident in Niue

1
0
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trust coy.

3.3 Professionals: law & audit firms
J4Gbhp (LIS%)
GDP per capita (US$)

3.5 Contribution of financial services (o
(ll)[' ((;U)

I~

No law or audit firms Situated o
from New Zealand,

Unknown

Unknown

n Niue, all professional infrastructure is available

Tax rates for company and individuals

No special incentives at this stage

1. Fax regime:
4.1 General company & personal tax rates
4.2 Special incentives for FSC activities?
4.3 Lax wreaties- with which countries No tax treaties at this stage
(present & planned)
3.

Regulatory regime:
3.1 Regulatory authority for FSC activities

3.2 Structure of authority (no. of peaple/ -
skills)

is a maximum of 40%

The Niue Central Bank

The Board of the Njue Bank consists of nine cabinet me

mbers at this stage.
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| >4 Budget/ funding Unknown

S Anti-money Lundering laws in
existence?

Yes Niue does have a money laundering law.

ol Specitic advantages offered by the FSC |

6.2 List major jurisdictions from which FSC
business is sourced in order of priority

Specific advantages of Niue as an [SC arc t

low price.

Hong Kong, Singapore, USA

he time zone, modern legislation and

S Communications: time toinstall a
phone line

S 2 Fase of aceess: air connections

7.3 Please complete the attached budget
sheetwhich indicates the annual cost of
opcrating asmall office in this jurisdiction

Time to install a telephone varies, it can sometime

Physical communications can be
to Niue.

As the se
stage.

t-up in Niue is still new costs of setting up an office are

s be instant

problematic as there is only one flight a week

unknown at this

Benefits of having the FSC:

(please quanndy where possible)
8.1 Fmployment change

8.2 Revenue generation

As the FSC has only just begun business re
available at this stage.

As the FSC has only just begun business re
available at this stage.

cently no detailed information js

cently no detailed information is
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Y. Are there any plans to develop/ extend the
ESCEAny new legistation pending? No
10, Any other relevant lessons from the Not as yet

jurisdiction?
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VANUATU
. Heading Description
1. Type ot FSC:

Lo Geographically speditic?
1.2 Niche spedialisation’s?

2. -llislm‘y:

Geographically specific limited to the 80 islands comprising Vanuatu

No niche specialisation’s

2.1 Briet history- when started, dates of
NLor acls, el

Vanuatu is a parliamentary democracy. Independence was attained on 30 July
1980, after 74 years of joint rule by Britain and France. The legislature consists of
a single chamber, 46 member parliament for which gencral elections are held
every four years. The most recent election was held in November 1991 at which
a coalition government was elected.

Vanuatu’s constitution states that, until otherwise provided by Parliament, pre-
independence British and French laws shall continue to the extent that they are
not expressly revoked or are incompatible with the independent status of the
Republic. in October 1986 The Company Act came into effect, thus

consolidating company law. In 1988 the entire laws of the republic were revised
and consolidated.

The statutory framework for the operation of the offshore financial centre
comprises the Companies Act, the International Companies Act, and the
Banking, Insurance, Stamp Duties and Trust Companies Regulations. The
framework is administered by the office of the Financial Services Commissioner
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2.2 Muotivation for establishing the centre

and is adjudicated upon by the Supreme Court of Vanuatu,

Revenue generation for the Vanuatu Government.

3. Data about of jurisdiction:
3.1 Total population

3.2 No.of people directiy employed in intl
financial services

320 No. ol expaltriates

3.3 No.of: banks
funds
trst cos.

3.3 Professionals: law & audit firms

34 GDP (lisy)
GDP per capita (US$)

3.5 Contribution of financial services to
G ()

Approximately 140 000

300 - 500

2000 - 3 000 in total approximately 100 in FSC employment

4
0
8

9 Law firms and 5 Audit firms

1954 m
1 396

US$ 14, 8m

|
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1. Tax regime:

L b General company & personal tax rates | Vanuatu has no personal or corporate taxes, nor are there any withholding taxes,

capital gains taxes, gift, estate or death duties for residents or non-residents.
4.2 Special incentives for FSC activities? Nil

4.3 Lax treaties- with which countries No tax treaties with other countries are in existence nor are there any known to
(present & planned) : be contemplated.

3. Regulatory regime:

!
S.1 Regulatory authority for FSC activities Financial Services Commission adjudicated by the Supreme Court of Vanuatu,

>.25tucture of authorily (o, of people/ Staffed by 10 citizens, the commissioner being a lawyer.
shills)
3.3 Budget/ funding Not available

S Anti-money laundering laws in Yes anti money laundering laws are in existence.
existence?

o.1 Specitic advantages offered by the FSC | No personal or corporate income taxes, no capital gains or withholding taxes, no
estate or death duties, no tax treaties and no exchange controls. There is a year
guarantee of no taxes for international companies and extensive secrecy
provisions. Vanuatu is conveniently located in the Asia Pacific Region and is
only 3 hours ahead of Hong Kong and Singapore. Vanuatu has a very flexible
modern international companies act and can accommodate same day
incorporation’s, within one hour on special request. The FSC offers fuil
intemational banking and professional services.
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o2 List major jurisdictions from which FSC | Hong Kong, Australia, New Zealand, Europe and USA.
busiess s sourced inorder of priority -
7. 7.1 Communications: time to instal] a
phone line Between one and ten days.
7.2 Ease of access: air connections Multiple flights to Australia, New Zealand, New Caledonia and Fiji weekly.
2.3 Please complete the attached budget See attached.
sheetwhich indicates the annual cost of
apaetating a small otfice in this jurisdiction
8. Benetits of having the FSC:
(please quantify where possible)
8.1 Employment change Vanuatu is a tax haven and as such attracts many international companies,
generating taxes and employment for Vanuatuy,
8.2 Revenue generation
8.3 Others:
Y. Are there any plans to develop/ extend the | No major plans for development except for ongoing updating of legislation
FSCY Any new legislation pending?
150, please describe
0.1 Any other refevant lessons from the Vanuatu proves it pays to keep up to date legislation and to keep annual
jurisdiction? maintenance costs as low as possible.
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SOUTH AFRICA
| Heading Description
I Type of FSc:

L4 Geographically specific?
F2 Niche specialisation’s?

2. History:

South Africa has no formal Financial Service
and Futures Exchange as well as the
unit trust and stockbroking he

s Centre however the Stock Exchange
bulk of South African banks, lite assurance,
ad oftices are situated in Johannesburg.

2.0 Briet history- when started, dates of
Nujor acts, e,

2.2 Mativation for establishing the centre
v.g-cmploviment generation?

3. Data sbout of jurisdiction:
(wherever possible, please give comparative
figures to indicate trend over time)

31 fotal popualation

3.2 Na.of peaple directly employed in intl

financial services

;‘;:’;LN‘* of expalriates

Not applicable in South Africa.

Not applicable in South Africa.

South Africa has no formal FSC, the following data relate (o the financial sector in

general.
1994 1993 1992 1991 1990
33267 m 32589 m 31917 m 31 244 m 306575 m
+/-194 000 193076 190 503 185 206 186 280
Unknown.
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3.3 No. of: banks-local
-loreign
-funds

35 registered banks employing 120 000 people.
40 forcign banks with approved representative offices,
60 Unit Trusts managed by 20 Management Companies.

stockbroking finns 47 Stockbroking firms registe
Exchange.

83 registered members of SAFEX (South African Future

red as members of the J()hanneshurg Stock

s Exchange).
3.3 Professionals: law & audit fipms 4316 registered law firms with 9261 registered attorne

ys.
2493 audit firms with 4300 registered audit partners.

1994 1993 1992 1991 1990
J4GabP (Usy) 104 811 m 94 498 m 83585 m 76 202 m 67757 m
GDI per capita (Usy) 3150 2900 2619 2 439 2216
3.5 Contribution of financial services to 17373 m 15505 m 13387 m 11483 m 9814 m

GDP (40 16.58% 16.41% 16.02% 15.07% 14,4846

1. Fax regime:

41 General company & personal tax rates General company tax rate is 35 % with an additional secondary tax of 25%, the
personal tax marginal rate from US$ 22,000 upward is 45%.

1.2 Special incentives for FSC activities? No tax incentives offered.
4.3 Tax treaties- with which countries
(present & planned)

South Africa has double taxation agreements with 22 countries throughout the

world with agreements for a further 20 countries planned.
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3. _chul;thn‘y regime:

34 Regulatory authority for FSC activities

325t of athority mo. of people/
skills)

3.3 Budget/ tunding

34 Anti-money laundering laws in
eAistenice?

‘sttuated in Pretoria.

Financial services in general are regulated by the FSB (Financ

ial Services Board),
banks however are supervised by the SARE (South African Re

serve Bank) both are

ISBis an independent institution established to oversee the SA financial services
industry. ‘[he FSB cinploys 116 people including 1 senior advocate, 3 advocates, 4
attorneys, 3 actuaries and 6 chartered accountants. The FSK operates in S distinct
areas namely long-term insurance, short-term insurance retirement funds &

friendly societies, financial markets and unit trust & participation bond schemes,.

Funding is raised by way of levie

s payable by the financial institutions and
intermediaries regulated by the

ISB. The income for 1994 was ($4.5m).

Yes anti money

laundering laws are in existence, South Africa have
the Basel State

also adopted
ment of Principles but have not signed them.

0. 0.1 Specific advantages offered by the FSC | Not applicable in South Africa.
0.2 List major jurisdictions from which FSC | Not applicable in South Africa.
business is sourced in order of priority

7. S Communications: time to instal] a Communication systems/infrastruc

phone line

ture in South Africa are good, telephone
g type operations takes approximately |
k very good, connection time 1 day.

installation time varies, for bankin
month. Cellular telephone networ
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S22 Fase of access: air connections

/.3 Please complete the attached budget
sheetwhich indicates the annual cost of
aperating a simall office in this jurisdiction

South Aftica is readily accessibie with dire

ct flights from Johannesburg to aver
120 cities world-wide on a regular basis. '

Completed see attached.

8. Beneits of having the FSC:
(please quantity where possible)
8.1 Employment change

8.2 Revenuae generation

3.3 Others:

Not applicable in South Africa.
Not applicable in South Africa,

Not applicable in South Africa.

jurisdiction?

Y. _ﬁ.\rc there any plans o develop/ extend the | No plans to develop an FSC in South Africa.
FSC2 Any new legistation pending?
| Ao, please describe
W01 Any other relevant lessons from the Recent developments include the abolition of the financial rand and the lifting of

non-residents shareholders tax. Exchange control

on residents is expected to be
lifted in the next two years,
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APPENDIX B: ADMINISTRATOR’S OFFICE ANNUAL/OPERATING
COSTS

BERMUDA
l EXPENSE NOTE | US$ |
Basic Salaries 1 220 000
Management 100 000
Officers 90 000
Other 30 000
Benefits 56 000|
Medical Aid Contribution 2 10 000
Pension Contribution 3 10 000
Bonus Provision o 4 15 000
Pavroll Tax 21 000
Telephone 5 35 000)]
Installation 4 000
Rental 1 000
Usage 30 000
Lease 6 23 000|
Fax 3 000
Messenger's Motorcycle 0
‘|Photocopier 6 000
Computers 4 000
Furniture 10 000
1Other Expenses 135 000|
Insurance 7 10 000
Stationerv/Printing 8 10 000
Office rental 9 32 000
Parking 1O 0
Cleaners 11 6 000
Reuters 12 5 000
Entertainment 3 5 000
Newspapers/Magazines I 2 000
Licenses 15 5 000
Advertising 16 24 000
Travel 17 30000
Motorcvcle running expenses ] 0
Office leas 2 000
Sundries/Petty Cash 4 000
409 000!

TOTAL
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BRITISH VIRGIN ISLANDS (BVI)

| EXPENSE NOTE US$ (
Basic Salaries 1 170 000
Management 80 000
Officers 65 000
Other 25 000
Benefits 34 500I
Medical Aid Contribution 2 9 250
Pension Contribution 3 9 250
Bonus Provision 4 16 000
Telephone 5 33 000]
Instatlation 1 000
Rental 2 000
Usage 30 000
Lease 6 22 625]|
Fax 905
Messenger's Motorcycle 0
Photocopier 4 525
Computers 9 655
Furniture 7 540
Other Expenses 117 300]
Insurance 7 2 000
Stationery/Printing 8 8 000
Office rental 9 20 000
Parking 10 2 000
Cleaners 11 2 500
Reuters 12 4 800
Entertainment 13 18 000
Newspapers/Magazines 14 2000
Licenses 15 5 000
Advertising 16 30 000
Travel 17 30 000
Motorcycte running expenses 13 0
Office Teas 0
Sundries/Petty Cash 5 000

377 4285|

[TOTAL
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CAYMAN ISLANDS
[ EXPENSE NOTE USS a
Basic Salaries 1 225 000
Management 120 000
Officers 75 000
Other 30 000
|Benefits 43 500
Medical Aid Contribution 2 9 750
Pension Contribution 3 9 750
Bonus Provision 4 24 000
Telephone 5 39 000]
Installation 1 000
Rental 2 000
Usage 36 000
Lease 6 22 625]|
Fax 905
Messenger's Motorcvcle 0
Photocopier 4525
Computers 9 655
Furniture 7 540
Other Expenses 142 500
[nsurance 7 2500
Stationery/Printing 8 10 000
Office rental 9 24 000
Parking 10 10 800
Cleaners 11 4 200
Reuters 12 4 800
Entertainment 3 18 000
Newspapers/Magazines 14 2000
Licenses 15 6-000
Advertising 16 24 000
Travel 17 30 000
Motorcycie running expenses 18 0
Office Teas _ )
Sundries/Pettv Cash 6 000
ITOTAL 472 125|
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DUBLIN

l EXPENSE ] NOTE UsSs ]
Basic Salaries 1 132 000
Management 72 000
Officers 48 000
Other 12 000
Benefits 28 400|
Medical Aid Contribution 2 1 600
Pension Contribution 3 13 200
Bonus Provision 4 13 600
Telephone 5 13 120|
Installation 8 960
Rental 960
Usage 3 200
Lease 6 13 028|
Fax 520
Messenger's Motorcycle 1 040
Photocopier 3110
Computers 4730
Furniture 3 628
Other Expenses 68 000|
[nsurance 7 2400
Stationery/Printing 8 3 200
Office rental 9 32 000
Parking 10 4 800
Cleaners 11 300
Reuters 12 2 400
Entertainment 13 1 600
Newspapers/Magazines 14 3 200
Licenses 15 0
Advertising 16 9 600
Travel 17 4 800
Motorcvele running expenses 18 1 600
Office Teas 800
Sundries/Petty Cash 800
(TOTAL 254 548l

lage 163

Rest<cwvearry 1S Prowect



Deloitte &

Touctie
A
BOTSWANA IFSC
JULY 1995

GIBRALTAR
l EXPENSE NOTE US$S |
Basic Salaries 1 137 500
Management 60 000
Officers 67 500
Other 10 000
Benefits 15 475|
Medical Aid Contribution 2 2750
Pension Contribution 3 6 875
Bonus Provision 4 5 850
Telephone 5 6 500
Installation 300
Rental . 1 200
Usage } 5 000
Lease 6 3 718|
Fax 260
Messenger's Motorcycle 390
Photocopier 390
Computers : 1 846
Furniture 832
Other Expenses 55 969|
Insurance 7 429
Stationerv/Printing 8 1 200
Office rental 9 24 000
Parking 10 3 240
Cleaners 11 2 400
Reuters 12 1 200
Entertainment 13 3 000
Newspapers/Magazines 14 1 000
Licenses 15 3 000
Advertising 16 12 000
Travel 17 2 000
Motorcvele running expenses 18 4 00
Office Teas 900
Sundries/Petty Cash 1 200
[TOTAL 219 162
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GUERNSEY, CHANNEL ISLANDS

[ EXPENSE NOTE US$ ]
Basic Salaries 1 136 722
Management 64 340
Officers 51472
Other 20910
Benetits 27 841|
Medical Aid Contribution 2 5126
Pension Contribution 3 13 080
Bonus Provision 4 9 635
Telephone 5 32 758|
[nstaifation 730
Rental 1145
Usage 30 883
Lease 6 11 726]
Fax 869
Messenger's Motorcycie 1 303
Photocopier 1737
Computers 5 645
Furniture 2172
Other Expenses 66 6 10|
[nsurance ‘ 7 129
Stationery/Printing 8 3378
Office rental 9 38 604
Parking 10 4 826
Cleaners 11 2 509
Reuters 12 5791
Entertainment 13 1 609
Newspapers/Magazines 14 1126
Licenses ) 193
Advertising 16 1 609
Travel 17 2 895
Motorcevcele running expenses 18 370
Office Teas 19 1 641
Sundries/Pettv Cash 1 930

275 657

(TOTAL
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ISLE OF MIAN
1 EXPENSE NOTE USS$ ]
Basic Salaries 1 162 000
Management 70 000
Officers 56 000
Other 36 000
(Benetfits 14 375|
Medical Aid Contribution 2 3875
Pension Contribution 3 I6 200
Bonus Provision 4 24 300
Telephone 5 21 375]
[nstatlation 775
Rental - 3 100
Usage 17 500
Lease 6 15 810|
Fax 310
Managers Car 8525
Photocopier 1 550
Computers 3875
Furniture 1550
Other Expenses 125 162|
[nsurance 7 7750
Stationery/Printing 8 3 100
Office rentai 9 18 600
Parking 10 6 587
Cleaners 11 1 550
Reuters 12 31 000
Entertainment 13 15 500
Newspapers/Magazines 14 775
Licenses 15 11625
Advertising 16 7 750
Travel 17 15 500
Managers car running exp. 18 3 100
{Office Teas 19 77
‘Sundries/Petty Cash 1 550

368 722]

TOTAL
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LABUAN
1 EXPENSE NOTE US$ ]
Basic Salaries 1 103 500
Management 60 000
Officers 40 000
Other 3 500
Benefits 39 740)|
Medical Aid Contribution 2 8 000
Pension Contribution 3 10 290
Bonus Provision 4 12 250
Telephone 5 3070}
Installation 130
Rental 540
Usage 2 400
Lease 6 13 872|
Fax 720
Managers Car 432
Photocopier 1 440
Computers 10128
Furniture 1152
Other Expenses 61 452|
[nsurance 7 4 188
Stationery/Printing 8 960
Office rental 9 25 824
Parking 10 0
Cleaners 11 1 680
Reuters 12 266
Entertainment 13 14 400
Newspapers/Magazines 14 1518
Licenses 15 808
Advertising 16 2 400
Travel 17 7 008
Managers car running exp. 18 960
Office Teas 19 800
Sundries/Pettv Cash 640
,"I‘()’[Z\L 221 6344
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LUXEMBOURG

| EXPENSE NOTE US$ |
Basic Salaries 1 196 810
Management 82 870
Officers 87010
Other 26 930
Benetfits 50 230|
Medical Aid Contribution 2 5070
Pension Contribution 3 19 090
Bonus Provision 4 26 070
Telephone 5 20 715|
Instailation 1725
Rental 3 450
Usage 15 540
Lease 6 18 990
Fax 1035
Messenger's Motorcvcle 2070
Photocopier 8 290
Computers 4 145
Furniture 3 450
Other Expenses 92 730|
Insurance 7 2070
Stationery/Printing 3 4 140
Office rentai 9 31075
Parking 10 4 140
Cleaners 11 3 450
Reuters 12 1 325
Entertainment 13 9 945
Newspapers/Magazines L4 645
Licenses 15 3 450
Advertising 16 16 575
Travet 17 11570
Motorcvcele running expenses 18 1 245
Office Teas 19 2 400
Sundries/Petty Cash 700
[TOTAL 779 375]
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MALTA
f EXPENSE NOTE ]
Basic Salaries 1 103 500
Management 45 000
Officers 51 000
Other 7 500
Benefits 17 250|
Medical Aid Contribution 2 0
Pension Contribution 3 17 250
Bonus Provision 4 0
Telephone 5 6 000|
Installation 300
Rental 300
Usage 5 400
Lease 6 6 718|
Fax 246
Messenger's Motorcycle 1723
Photocopier 738
Computers 2830
Furniture 1181
Other Expenses 37 873]
[nsurance 7 273
Stationery/Printing 3 3 000
Office rental 9 12 000
Parking 10 0
Cleaners 11 1 200
Reuters 12 0
Entertainment 13 3 000
Newspapers/Magazines 14 640
Licenses 15 300
Advertising 16 3 600
Travel 7 10 000
Motorcvcle running expenses 13 2500
Office Teas 19 360
Sundries/Petty Cash 1 000

171 341

ITOTAL
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MAURITIUS
] EXPENSE NOTE USS J
Basic Salaries 1 90 500
Management 60 000
Officers 22 500
Other 8 000
{Benefits 24 605]
Medical Aid Contribution 2 6050
Pension Contribution 3 8 5000
Bonus Provision 4 15 500
[Telephone S5 16 325|
[nstallation 720
Rental 515
Usage 15 000
Lease 6 4 715]
Fax 250
Messenger's Motorcvcle 1130
Photocopier 700
Computers 2255
Furniture 380
Other £xpenses 36 850
[nsurance 7 165
Stationery/Printing 8 1 000
Office rental 9 12 000
Parking 10 1 080
Cleaners 11 1 800
Reuters 12 3 000
Entertainment 3 1 500
Newspapers/Magazines 14 500
Licenses 15 4 000
Advertising 16 6 000
Travel 17 5 000
|Motorcvcete running expenses 18 300
lOffice Teas 300
isundries/letty Cash 205

172 923]

TOTAL
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VANUATU
| EXPENSE NOTE US$ ]
Basic Salaries 1 115 000
Management 60 000
Officers 50 000
Other 5 000
Benetits 15 450]
Medical Aid Contribution 2 12 000
Pension Contribution 3 3 450
Bonus Provision 4 0
Telephone 5 22 360]
Installation 200
Rentaf 2160
Usage 20 000
Lease 6 24 875|
Fax 2125
Messenger's Motorcycle 6 000
Photocopier 5750
Computers 9 750
Furniture 1 250
Other Expenses 83 115]
Insurance 7 125
Stationery/Printing 8 3 000
Office rentai 9 19 200
Parking. 10 0
Cleaners 11 1 890
Reuters 12 42 000
Entertainment 13 3 600
Newspapers/Magazines 14 200
Licenses 15 500
Advertising 16 6 000
Travel 17 4 500
Motorcvele running expenses 18 1 000
];()fficc I'cas [9 600
ssundries/Petty Cash 500

260 8001

TOTAL
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SOUTH AFRICA

[ EXPENSE NOTE USS |
Basic Salaries 1 115 065
Management 65 750
Officers 41 095
Other 8 220
Benefits 28 035]
Medicai Aid Contribution 2 2 835
Pension Contribution 3 7 940
Bonus Provision 4 17 260
Telephone 5 18 590|
[nstallation 585
Rental 1565
Usage 16 440
Lease 6 8 759]
Fax 248
Messenger's Motorcycle 1240
Photocopier 1 982
Computers 3223
Furniture 2 066
Other Expenses 48 588|
[nsurance 7 1742
Stationery/Printing 3 3 288
Office rental 9 9 863
Parking 10 2952
Cleaners 11 1 200
Reuters 12 4 000
Entertainment 13 4920
Newspapers/Magazines 14 548
Licenses 15 1 644
Advertising 16 63576
Travel 7 8220
Motorcvele running expenses 13 1151
{Office Teas 19 840
'Sundries/Petty Cash I 644
TOTAL 219 037]
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BOTSWANA

| EXPENSE NOTE Uss ]
Basic Salaries 1 136 500
Management 70 000
Officers 60 000
Other 6 500
Benefits 31 300|
Medicai Aid Contribution 2 3 650
Pension Contribution 3 13 650
Bonus Provision 4 14 000
Telephone 5 25 000|
Installation 2 000
Rental 2 000
Usage 21 000
Lease 6 11 385|
Fax 322
Messenger's Motorcycle 1612
Photocopier 2576
Computers 4 190
Furniture 2 685
Other Expenses 68 209|
Insurance 7 2 265
Stationery/Printing 8 4 275
Office rental 9 19 450
Parking 10 5821
Cleaners 11 1 500
Reuters 12 5 000
Entertainment 13 5 000
Newspapers/Magazines 14 712
Licenses 15 2 500
Advertising 16 6 500
Travel 17 10 686
Motorcycle running expenses 18 1 500
Office Teas 19 1 000
Sundries/Petty Cash - 2 000
ITOTAL 272 394/
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APPENDIX C: MIODEL OF COSTS AND BENEFITS

BOTSWANA INTERNATIONAL FINANCIAL SERVICES

CENTRE
KEY OUTPUTS

Effect of IFSC 1996 1997 1998 1999 2000
Direct IFSC employment No. 18 48 83 127 174
No. of new jobs created: No. 18 30 35 44 47
Expatriate No. 3 5 6 7 7
Citizens No. 15 25 29 37 40
Ratio of citizen jobs/ expat jobs 5 5 5 5 6
Indirect job sustained in prof. 6 28 72 120 269
services _
Audit No. - 2 9 26 51 116
Company No. 4 16 36 50 108
administration
Legal No. 1 3 10| 20 45
Total new jobs created No. 24 76 155 247 443
{(cum.)
Funds administered from Pm 315 665 1,050 1,510 2,045
Botswana
Bank deposits in Pm 0 400 1,000 1,600 2,200
Botswana
Captive Insurer Assets in Pm 0] 60 240 600 1,140
Botswana

3,062 15,794 36.191 58.867

SUM

102,109 216.023

Botswana Revenues generated:
Salaries P0QO ! 920| 3.300| 6,020 9.650f 13,380 33.170]
Audit fees POQO ( 332_1 1,716 5,138] 10.262| 23,219| 40.668|
Legal fees FO00 ! 140( 665 1,965 3.910 8,995| 15.675|
Overhead POQO | 460 1650/ 3,010, 4,775 6,690 16.585
Secretanal fees PO0O | 360/ 1620/ 3,600] 4950/ 10.800! 21,330
License fees POOO | 740/ 2.390 4,740’ 5.530] 12,795 27.195i
Profit before tax 000 ; 1101 4453] 11.718] 18.890] 26.230i /1.400;
Botswana Taxes paid PO00 ‘ 17| 668| 1,758; 2.834| 3,935] 9.210!
Income taxes on salanes P00Q | 278] 1.136] 2.625| 4. 744| 9.119 17.903!
Gross increase in taxes 000 285 1,804 4,382 7,578 13,053 27.113
Net license rfees OO0 -924 585 1.848 3.228 9.016 13.751
Net state direct POQO -629 2,389 6,230 10,804 22,069 40,364
take/{contribution)
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Tax on additional PO00 2,321 8919 19,246 31,439 59,672 121,597
expenditure @ av.
Macro
Direct addition to GDP  P0OQO 3,082 15784 36,191 58,867 102,108 216.023
Total financial sector POOQ 647,529 686,040 733.246 783,805 856,044
Multiplied increase of local 8,856 34,024 73,420 119,932 227.637 463.869
expenditure
Total GDP inciuding P miilion 10,704 11,119 11,570 12,044 12614
IFSC
Financiai servicesas % % 6.05 6.17 6.34 6.51 6.79
GDP
5 yr. av. Compound growth rate excl. [FSC 3.53
5 yr. av. Compound growth rate incl. IFSC 4.09 15.9
Total employment Na. 13.024 13,076 13,155 13,247 13,443
financial services
Financial services as % Total 5.6 57 57 57 5.8
empiloyment
Investment Supervisory Committee/ Financial Services Commission
Total number of staff No. 4 6 9 12 15
Revenues P0OCO 740 2,390 4,740 6,530 12,785
Expenditure PO0Q 1,249 1,485 2,623 3,034 3,559
Marketing & POC0 830 640 540 540 440
Development
Expenditure
S share
Surpius/(Deficit) on PG00 -509 905 2,118 3,496 9,236
operating expenditure
Share of marketing 50% -415 -320 -270 -270 -220
budget
State POCO -924 585 1,848 3.226 9.016
receipt/(contribution) p.a.
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BOTSWANA IFSC
MODEL
DETAILED ASSUMPTIONS

1995 1996 1997 1998 1999 2000
GDP Pm 10328 10.683 11,070 11,461 11,865 12,284
Financial sector share 6%
Underlying growth rate: non 3.5%
financial
Underiying growth rate: finance 4%
non-IFSC
Calcuiated non-financial Pm 9,708 10,048 10,400 10,764 11,141 11,530
GDP :
Calculated finance GDP Pm 620 644 670 697 725 754
non-iFSC
Total employment No. 231,324
Financial sector No. 13,000
Proportion % 56
Multiplier of local expenditure on 3
GDP
Audit/ law firm: revenues P0O0Q 200
per job
Company secretariat: POCO 100
revenues per job
Individuai Offshore Assets/  Audit Legal Admin. Admin jobs Licence
Entities ‘ deposits, fees fees fee Initial

miilion %/P
ClUs- domestic 20 40.000 20.000 0.0125 1 5.000
ClUs- foreign 0 10.000
ClUs- foreign exempt 55 27,400 10.000 0.0025% 2 15,000
Fund administrators 15,000 10.000 5,000
Internationat Banks 200 50.000 20.000 20.000
Captive Insurers 20 30.000 5,000 100.C00 1 10.000
International Companies 5.000 2.000 300 300
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Botswana tax rates:

Corporate- Bot source % 15
Internationai- captive % 15
management

international- banks % 15

Personai- Bot source: % 20

average effective.

Numbers of entities registered: 1996 1987 1998 1999 2000
3 4 6

ClUs- domestic 2 3

ClU- foreign 10 20 26 31 35

ClU- foreign exempt 5 11 18 26 35

Fund administrators 1 2 3 3 4

International Banks 0 2 5 8 11

Captive insurers 0 5 15 30 45
200 1000 2500 4000 8000

International Companies
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TRUST/ FUND ADMINISTRATION SECTOR

Income Statement P0OOO 19986 1997 1998 1899 2000 .
Revenue- Admin Fees 1,625 3,163 4913 7,050 9,575
Expenditure .1.415 2,825 3.920 5.835 7.700
Salaries 920 1,840 2,580 3,830 5,050
Audit Fees 15 30 45 45 60
Licence Fees 10 15 20 15 25
Legal Fees 10 20 30 30 40
Overhead 460 920 1.275 1.915] 2,525
Net Profit 110 338 893 1,215 1,875
Taxation 17 51 149 182 281
_ Profit after Tax 94 287 844 1.033 1,594
No. of admin companies 1 2 3 3 4
Staff Salary 14 28‘ 40 59 79
Management 180000 2 4 5 8 10
Administrators 50000 10 20 30 43 59
Support 30000 2 4 5 8 10f
Of which, expats 2 4 5 3 10
FUNDS
Total NAV admin in Bots. Pm 315 665 10580 1510 2045
Audit Fees FQ0Q 217 421 613 872 1199
Legal Fees PO0O 90 170 240 340 470
Licence Fees POQO 370 575 710 895 1,090
INTERNATIONAL COS
No. of intl. cos. No. 200 1,000 2,500 4 000 8,000
Proportion using onshore % 10 20 30 40 50
services
Audit Fees POQQ 100 1,000 3,750 8.000 20.000
Legal Fees P00 40 400 1,500 3.200 8,000
Licence Fees PG00 360 1.620 3.600 4 950 10.800
Co. administration fees P000 360 1,620 3,600 4,950 10.800
CAPTIVE INSURERS
Premiums received POOO 0 100.000 200.000 A/00.000 900.000
Claim rates 0 40 40 40 40 40
Cumutiative investment at Pm 0 £0.000 240.000 A00.000 1,140,000
book
Audit Fees PO00 0 150 450 300 1,350
Legal Fees P0Q0C 0 25 75 150 225
Licence fFees PQ00 0 100 250 450 500
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CAPTIVE MANAGEMENT Cos.
500 1,500 3,000 4,500

Management Fees POQO 0}

Less Expenses: 0] 475 1.040 1,785 2,800
Salaries 0 300 660 1,140 1,800
Overhead 0 150 330 570 900
Audit Fees 15 30 45 60
Legal Fees 10 20 301 40|

Profit before tax Q 25 460 1,215 1,700

Taxation 0 4 69 182 255

Profit after tax 0] 21 391 1,033 1.445

No. of captives 0 5 15 30 45

N jve man, 0 1 2 3 4

No. of staff Salary (P) 0 4 9 16 25

Senior 150000 0 1 2 3 5

Junior 60000 0] 2 5 10 15

Support 30000 0 1 2 3 5

o] 1 2 3 5

No. of expats

INTERNATIONAL BANKS
0.0 4,000.0 10.000.0 16,000.0 22.000.0

Net interest margin & POQC
fees
Interest on capital PO0O 0.0 1,600.0 4,000.0 6,400.0 8,800.0
Less Expenses: 0.0 1510.0 3,735.0 59400 38,1450
Sailaries 0.0 860.0/ 2,150.0] 3,440.0| 4,730.0]
Audit Fees 0.0 100.0 250.0 400.0 550.0
Legal Fees 0.0 40.0 100.0 160.0 220.0
Overhead 0.0 430.0/ 1,075.0f 1,720.01 2.365.0
License Fees 0.0 80.0 160.0 220.0 280.0
Profit before tax POOG 0.0 40900 10.265.0 16,460.0 22.855.0
Taxation PQOGQ 0.0 613.5 1539.8 2,469.0 3,398.3
Profit after tax POO0 0.0 34765 87253 13,9910 19.256.8
No. of intl. banks 0 2 5 8 11
No. of statf Salary P 0 10 25 40 55
Sentar 250000 | 0 2 5 8 11]
Juntor 60000 0 4 10 16 22|
Support 30000 0 4 10 16 221
0 2 5 3 11

No. of expats
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Internationat banking Pm a 400 1000 1600 2200
assets

Gross return on assets % 1 1 1 1 1
excl. capital

Capital held against % 4 4 4 4 4
assets

Return on capital % 10 10 10 10 10
Net return on assets % 0 0.9 0.9 0.9 0.9
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INVESTMENT SUPERVISORY COMMITTEE/ FINANCIAL SERVICES COMMISSION

Staff Salary  Year1 Year 2 Year3 Year 4 Year 5
Ppa
Secretary 450000 1 1 2 2 2
Junior 100000 2 3 5 7 10
Support 35000 1 2 2 3 3
Total Staff 4 6 9 12 15
Of which expatriates 1 1 2 2 2
License Fees Received
Funds
Domestic 20,000 20,000 15,000 25,000 40.000
Exempt 200,000 300,000 320.000 360,000 390,000
Exempt Foreign 150,000 255,000 375,000 510,000 660,000
Fund Administrators 10,000 15,000 20,000 15,000 25,000
Banks 0 80,000 160,000 220,000 280,000
Captive Insurers 0O 100,000 250,000 450,000 600,000
International Companies 360,000 1,620,000 3,600.000 4,950,000 10,800,000
Total income 740.000 2.390.000 4.740.000 6.530.000 12,795.000
Expenditure
Staff Costs 685,000 820,000 1,470.000 1,705,000 2,005,000
Overhead 75% 513,750 615,000 1,102,500 1,278,750 1,503.750
Operating Costs 1,198,750 1,435,000 2,572,500 2,983,750 3,508,750
Marketing & Deveiopment Costs 830,000 640,000 540,000 540.000 440,000
Committee Costs 50,000 50,000 50,000 50,000 50,000
TOTAL COSTS 2,078,750 2.125,000 3.162.500 3.573.750 3,998.750
Marketing
Brochure & promotional matenai 390.000 200.000 200.000 200,000 200,000
Conference attendance 30,000 30.000 30.000 30,000 30.000
Advertising 1n magazines 50,000 60.000 60.000 60.000 60.000
Travel A0.000 60,000 60,000 60,000 60,000
Botswana conference 90.000 30.000 90.000 90,000 90.000
Legisiative Drafting 200000 200.000 100.000 100.000
Total 230.000 540.000 540.000 540,000 440.000
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APPENDIX D: JOB DESCRIPTION OF SECRETARY

Initial Title:

Reporting responsibilities:

Ultimate responsibility:

Specific responsibilities:

[nvestment Supervisorv Committee Secretary (the
Secretary)

Directly to the L.5.C.
To provide a conduit between the Minister of
Finance and the various regulators.

To provide a conduit between the various
regulators and the private sector.

Ultimately responsible for the development of
Botswana as a quality offshore financial services
centre through promotion of investment business.

to ensure that the establishment and development
of Botswana as a financial services centre is
implemented as planned and to liaise with the
consultants that prepared the feasibility studv as
necessary;

to ensure that the appropriate infrastructure is in
place in terms of communications, office space and
accommodation, so that potential investors
wanting to establish a place of business in

Botswana are not frustrated;

to ensure that the appropriate legisiation is drafted
and passes through the legislative process in a
timelv fashion;

to sit on steering committees that are expected to

be established for the monitoring, control and
promotion of the various sectors of the offshore

financial services industry;

to draw up and impiement a detailed marketing
plan and thereatter an action plan to inctude the
following:

harness existing marketing resources;

- cenlist private sector support;

- complete a targee tist;

obtamn media exposure;

Rovtevieanna 1S Progect
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print and distribute publications;
attend offshore financial service:
conterences:

hold an  offshore financiatl services
confterence in Botswana.

Typical profile [t is envisaged that the profile of the candidate
will be as follows:

must have worked in a quality offshore
financial services jurisdiction for at least five
years and have been involved in the

provision of offshore services;
age is likely to be 35-45 years old;

background will either be as an accountant.
attorney or banker from the private sector or
a financial services regulator from the public
sector;

salary expectation will be in the range of
US$ 150,000 - US$ 200,00.

£
~
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1. BERMUDA

(9P}

n

6.

10

Basic salaries

The statf compliment is lour consisting of’-
Senior Manager at USS 100 000 pa
Senior Administrator at US$ 50 000 pa
Junior Administrator at USS 40 000 pa
Secretary at USS 30 000 pa

Medical Aid Contribution
I'he bank's contribution 1s 4.33% ot the basic salarv as per note |

Pension Contribution
The bank’s contribution is 4.35%% of salary.

Bonus Provision
An annual bonus ot USS 13 000 has been provided for.

Telephone
{nstallation casts have been calculated tor a smatl control umiySwitchboard with 6 lines and tour extensions as

tollows:~

Rental costs

[nstallation costs -
$ 1000

$4 000

LLcase :
All otfice equipment caleulations are basced on outright purchase.

Asset Cost

1SS
Fax machine 3000
Photocopier 6 000
Compulers 4 000
lFurniture 10) 000
Total 23 000

Insurance

Insurance has been caleulated at USS 10 000 including FSC insurance.

StationerysPrinting
Usage has been estimated at HISS 10 000 tor the Tirst vear hased on a similar operation takimg into account
initial sel-up printng ¢osts.

Oftice Remtal
OMtice rentad has been cateulated on a 100 sqm otlice ot above average guality at s 26 67 per sqm. per month

Parkimg
Parkme cost s not apphicable e Bermuda.

Cleaners
¢lemnme of the ottices has been caleulated at s 3.00 per sqim per maonth

Reuters
Fhe Reuters seryvice fus dDeen estimated tor the basic reautrenient tor ane work stition

Eootertanment
A entertimment budeet of-S 3 000 i been eotimuated biased on o anGir operation

Page |
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14 NewspaperssMagazines
This figure is based on two daily newspapers and three weekly financial magazine subscriptions

15 Licences
L.icences have been estimated taking into account operating licences. hoarding licences. motoreycle licence.
ete.

16. Advertising

Advertising has been estimated at $ 2 000 per month tor basic advertising in newspapers and linancial journals

17 Travel
Travel includes petrol reimbursement tor business travel of statt members as well as 10 domestic return {lights

and one international return tlight

18. Motorcycle running expenses
Matoreycte are not required on Bermuda.

19 Office Teas
Office teas have been estumated at $ 166.67 per month

Botswenried 11FSC Drogect e 2
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2. BRITISH VIRGIN ISLANDS

1. Basic Salaries
Ihe staft compiiment is three consisting or'-
Senior Manager at USS 80 000 pa
Sentor Administrator at USS 40 000 pa
Junior Administrator at US$ 235 000 pa
Secretary at US$ 235 000 pa

2. Medical Aid Contribution
The bank's contribution is 0.4% ot the basic salary as per note |

3. Pension Contribution
The bank’s contribution is 6.4%%6 ot the basic salary as per note 1.
4. Bonus Provision
An annual bonus has been provided tor as lotlows:-
Senior Manager USS 10 000
Sentor administrator. USS 3 600
Junior administrator Us$ 2 400
3. l'elephone
Instailation costs have been caleulated for a smatf control univswitchboard with 6 lines and four
uxtensions as lollows:-
Installation costs Rental costs
USS 1000 1SS 2000
Usage has been esumated at USS 2 300 per month based on a similar tvpe ot operation
0. [.case
Al ollice equipment caleulitions are based on a standard lease agreement caleulated over 60 months.
with no deposit, at prime rate ¢, 12.5% as lollows:-
Asset Monthly Lease Cost Annuadised
U'Ss
FFax Machine oS
I'hotocoper L5323
Clomputers 9 633
I"urniture T340
Uatal 220625
- Insurance
Insurance has been caiculiated at 0275 of the vaiue of the asscls as per note 6
h Stationery/Prinnng,
Tisage has been estimited at LSS X 000 Tor tie hiesty car based on o santlar operation tiking into account
S SCL-Hp Prinune costs
" O tice Rental

OMtiee rentad s been catculated ona TOO ~qm otlice ot the apove average quainy at USS 16,67 per sqm

per month,

Heotsvenc (117850 Progect Pave NP
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(W)

16.

Parking
Parking has been calculated at USS 53.53 per bay per month tor three bays

Cleaners
Cleaning of the offices has been caleulated at USS 2.08 per sgm. per month

Reuters
The Reuters service has been estimated for the basic requirement tor one work station

[Zntertainment
An entertainment budget of USS 1 300 per month has been esuimated based on a similar operation

Newspapers/Magazines
This figure is based on two daily newspapers and three weekly tinancial magazine subscriptions

Licences
l.icenses have been estimated taking into account operating licences. hoarding licences. motorevele

licence. cte.

Advertising
Adverusing has been estimated at USS 1 300 per month tor basic adverusing in newspapers and financial

journals

Travet
Travel includes petrol reimbursement tor business travel of staft members as well as 10 domestce return

tlights and one international return tlight

Motoreycele running expenses
Motorevele running expenses are not applicable ion B3V

age 4
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3. CAYMAN ISLANDS

I

)

i

6.

=

Basic Salaries

The statt compiiment is three consisting of’-
Sentor Manager at USS 120 000 pa

Senior Administrator at USS 45 000 pa
Junior Administrator at USS 30 000 pa
Secretary at USS 30 000 pa

Medical Aid Contribution
The bank’s contribution is 39% ol the basic salary as per note |

Pension Contribution
['he bank's contribution is 3%% of the basic salary as per note 1.

BBonus Provision

An annual bonus has been provided tor as tollows:-
Senior Manager USS 15 000

Scenior administrator. 1SS 3 400

Junior administrator USS 3 600

Telephone
Instaliation costs have been calculated for a small controf univswitchboard with 6 lines and tour

extensions as fotlows:-

Rental costs
1SS 2 000

Installation costs
LSS 1 000

Uisage has been estimated at £S5 3 000 per month based on a sumilar type ol operation

lcuse
Aldl oftice equipment calcutations are based on a standard lease agreement caleulated over 60 months.

with no deposit. at prime rate e, 12.3% as tollows:-

Monthly Lease Cost Annuabised

Asset
LISy
IFux Machine PR
Photacopier }a25
Computers O 633
TR

lurniure

Totul N 22 625

tosurance
[nsurance has been calendated at 0294 ol the value o the asscts as per note o

Stattonery Printing
I -age has been estimated at USS FO O0G Tor the tirst s car based on o silar operation akimg mo

SCCOUNT NI SCl=tp PrNUNg Conts

O fee Rental
Ontice rentad hie been caletdatedt onca JO0 ~am nlice ol the above averaee giadny at NS 20,00 per sqin

permonth,
A

Botswana HSC Propect %\ i
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16.

Parking
Parking has been calcufated at USS 300 per bay per month for three bays

Cleaners
Cleaning ot the otfices has been calculated at USS 3.30 per sqm. per month

Reuters
e Reuters service has been estimated for the basie requirement tor one work staton

intertainment
An entertainment budget of USS 1 300 per montit has been estimated based on a similar operation

Newspapers/Vagazines
[his figure is based on two daily newspapers and three weekly financial magazine subscriptions

l.icences
LLicences have been estimated taking into account operating licences. hoarding licences. motorevele

licenee. cte.

Advertising

Advertising has been estimated at US$ 2 000 per month for basic advertising in newspapers and financial
fournals

Travel

Travel includes petrol reimbursement tor business travel ot statt members as well as 10 domestic return

flights and one international return tlight

Motorevele running expenses
Motorevele running expenses are not applicable in Cavman Islands.

lage o
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4. DUBLIN

1. Basic salaries
The statf compliment 1s tour consisting ot:-
Sentor Manager at USS 72 000 pa
Sentor Administrator at USS 28 800 pa
Junior Administrator at US$ 19 200 pa
Messenger at USS 12 000 pa

2. Medical Aid Contribution
I'he bank’s contribution 1s USS 1 600 for the manager oniy.
3. Pension Contribution
The bank’s contribution is 10% of salary as per note 1.
4. Bonus Provision
An annual bonus has been provided for as tollows:-
Sentor Manager USS 8 000
Sentor Administrator USS 2 800
Junior Administrator USS [ 200
Messenger USS 800
5. Felephone _
Installation costs have been calcuiated tor a small control univSwitchboard with 6 lines and four extensions as
totlows:-
[nstallation costs Rentat costs
$ 8 000 (equipment) $ 16 per month
$ 160 per line
0. |ease
All oltice equipment caleulations are based on a standard lease agreement caleulated over 60 months, with no
deposit as tollows:-
Asset Cost Monthly lease cost annualised
1SS [BAS
[Fax machine 1 600 520
Messengers M/C 3200 1 040
Photocopier 9 600 3110
Computers:-
3 Desktop Pes 8 000 2392
1 IFile server 3000 1 620
I Laser Printer 1 600 S8
Furniture:-
4 workstations 11200 3236
Kitchen utensiis cte. 1 200 392
Total 41 400 13028
7 tnsurance
Insurance has been estimated tor a sumilar operauon,
5. Stattonerys Printng
Ursaze has been estimated at HISS 3 200 Tor the tirst sy car based ona sinlar operation takimeg nto account
Ll sei-up Printng Costs.
Y Orflice Renat
Oifice rental has been cadeutated o 100 sgm oliice of above averaee quatkity ats 2700 per sqin. per mouth
10 arkng

Parkinge has been cadcudited at S133 33 per bav per month tor thiree bass

Page 7
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16.

Cleaners
Cleaning of the ottices has been calculated at $ 0.67 per sqm per month

Reuters
The Reuters service has been estimated for the basic requirement for one work station

Entertainment
An entertainment budget of' S | 600 has been estimated based on a similar operation

Newspapersy Magazines
This figure 1s based on two daily newspapers and three weekly linancial magazine subscriptions

Licences
Licenees are not required in Dublin.

Advertising
Advertsing has been estimated at $800 per month for basic advertising in newspapers and financial journals

Travel

Travel includes petrol reimbursement tor business travel ol statt members as weil as 10 domestic return tlights
and one international return (light

Motoreycele running expenses

Motoreyele running expensces have been based on a standard 250ce motoreyele including all tuel. tyres and
maintenance

Oftice Teas
Oftice weas have been estimated at $ 66.67 per month

Page 8
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5. GIBRALTAR

]

=

0.

14}

Basic salaries

The staff compiiment is tour consisting ot:-
Senior Manager at US$ 60 000 pa
Senior Administrator at USS 435 000 pa
Juntor Administrator at US$ 22 200 pa
Messenger at USS 10 000 pa

Medical Aid Contribution
The bank s contribution is 100% ol the total cost and has been calculated at 2 °

1

% of the basic salary as per note

Penston Contribution
The bank’s contribution is 396 ot basic salary as per note 1.

Bonus Provision
An annual bonus has been provided for as tollows:-
Semor Manager $ 3 000
Senior Adminiswrator $ 2 230
Junior Administrator $ 400
Messenger § 200

Telephone
Installation costs have been caleulated lor a small control univSwitchboard with 6 lines and {our extensions as
follows:-

Installation costs Rental costs
$ 300 $ 100 per month

Lease
All oftice equipment caleulations are based on a standard lease agreement calculated over 60 months. with no

deposit at prime rate te. 129 as tollows:-

Asset Cost Monthly fease cost annualised
[ 1)S%
IFax machine 1 000 260
Messengers M/C [ 300 390
Photocopier 1300 390
Computers:-
3 Desktop Pes 1500 1170
I File server 2000 320
I Laser Printer 000 156
Furnure:-
bwarkstations 2100 024
Kitchen utensils e, 300 200
Total {4 300 3718

Insurince
[nsurance has been caleulated at 34 of the viiue of the assets as per note 6

Stationerys Primtinge
I sae has bean estmated at USS 1 200 for the first vear based on acanuiar operation taking mto account

it set-up prinung costs.

Oifice Renald
Otice rental has been caleulated on s 100 - odtice ot above averige quaity ot S 20,00 per sgim. per monti

Parkine
Parkme has been caleutated af 590 per bae per mocith tor three bays

Page 9
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I Cleaners
Cleaning of the offices has been caleulated at $ 2 00 per sgm per month

12 Reuters
The Reuters service has been estimated tor the basic requirement for one work station

13. Entertainment
An entertainment budget o' $ 3 000 has been estimated based on a similar operarion

4. Newspapers/Magazines
This tigure is based on two daily newspapers and three weekly linancial magazine subscriptions

15, Licences
Licences have been estimated taking into account operating licenees, hoarding licences, motorevele licence,
ete.

16, Advertising

Adverusing has been estimated at $ 1 000 per month tor basic adverusing in newspapers and inancial journals

- “peyy-
17 I'ravet
Travel includes petrol reimbursement tor business travel of statt members as well as 10 domestic return

Nights and one international return 1light

18. Motoreycele running expenses
Motoreyeie running expenses have been based on a standard 230ce motorevele including all fucl. tyres and
maintenance

19 Office Teas

Office teas have been estimated at $ 25 per month

/

i
Page 10 \@\d‘)

Bedssvenicr 11250 Progect



Deloitte &
Touche

A
BOTSWANA IFSC
JULY 1995

6. GUERNSEY, CHANNEL ISLANDS

l. BBasic salaries
The statt compliment is four consisting of:-
Senior Manager at USS 64 340 pa
Sentor Administrator at USS 32 170 pa
Junior Administrator at USS 19 302 pa
Messenger at USS 20 910 pa

2. Medical Aid Contribution
The bank s contribution is 3.75% ot the total cost and has been calculated at USS 5 126 ot the basic sutary as
per note |
3. I’ension Contribution
The bank's contribution is $13 080 (state penston contribution $ 3 360. Personal pension plan on Senior
Manager and Senior Administrator at 8% of salary)
4. Bonus Provision
An annual bonus has been provided tor as [ollows:-
Senior Manager 10% -5 6 434
Senior Admunistrator 3% - $ 1 609
Juntor Admunistrator 3% - $ 963
Messenger 3% - § 627
3. Telephone
Instaliation costs have heen caleulated for a small control univSwitchboard with 6 lines and four extensions as
lollows:-
tnstallation costs Rental costs
$ 750 S 143
¢ lease
Al oltice cquipment caleulations are based on a standard lease agreement caleulated over 60 months. with no
deposit. at prime rate i.e. 7.23% as tollows:-
Asset Cost Monthly fease cost annualised
LSS iISS
IFax machine 3217 869
Messengers MAC 4 820 1 303
Photocopier 6 434 1737
Computers:-
3 Desktop Pes {1381 3127
I FFile server 7238 [ s
I Laser Printer 2091 <64
l'urnnure:-
b workstations 1826 1304
Nitchen utensils ce. 3217 108
Total 43 430 11726
7 Insurance
Insurance has been cabcubated wt 3"6 ot The vadue ol the assets as per note 6
b StatonerysPrimtung
Usaze his been estimited at 8% 3 378 for the Hirst vear based on o smniar operiation tahing mto account
AL SCk-Up printng costs,
9 Ofree Rental

Orfice rentad s been caicutated anac 10O <qm ortice o above average quabin ey 22017 per sqm, per montn
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[6.

Parking
Parking has been calculated at 5134 per bay per month for three bays

Cleaners
Cleaning ot the otfices has been caleulated at 5 2 09 per sqm per month

Reuters
[he Reuters service has been estimated for the basic requirement tor one work station

IEntertainment
An entertainment budget or' $ 1609 has been estimated based on a simijar operation

Newspapers: Magazines
This figure is based on two daily newspapers and three weekly financial magazine subscriptions

Licences
[Licences have been estimarted taking into account operating licences. hoarding licences. motorevele licence.
ele.

Advertising
Advertising has been estimated at $ 134 per month for busic advertising in newspapers and financial journals

Travel -
Travel includes petrol reimbursement for business travel ol statt members as well as 10 domesuc rewurn tlights
and one internattonal return tlight

Motorevele running expenses

Motorevele running expensces have been based on a standard 230c¢e motoreyete including all fuel. tvres and
mainienance

Oftice Teas
Oltice teas have been estimated at S 137 per month

Botsswanea i 5C ropeet
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7. ISLE OF MAN

I Basic sularies
The statf compitment 1s four consisting of'-
Senior Manager at USS 70 000 pa
Senior Administrator at USS 32 000 pa
Junior Administrator at USS 24 000 pa
Seeretary £2) at US$ 18 000 pa cach

2. Medical Aid Contribution
The bank’s contribution is US$ 773 per person.
3. Pension Contribution
The bank’s contribution is 10% ol basic salary as pernote |
4 Bonus Provision
An annual bonus has been provided for at 13% of basic salary as per note |
3. Telephone
Instailation costs have been calculated for a small controt univSwitchboard with 6 lines and four exiensions as
tollows:-
Installation costs Rental costs
$ 775 $3100
0. Lease .
Al otfice equipment caleulations are based on a standard [ease agreement caleulated over 60 months. with no
deposit. as toltows:-
Asset Monlthly lcase cost annualised
s$
I"ax machine 310
Managers Car 83525
Photocoprer 1 350
Computers 3875
I“urniture 1 330
Total 15 810
7. Insurance
[nsurance has been caleulated at the mmuomum charge.
A Stattonery/Prinungse
Uisaee has been estimated at HSS 3 100 Tor the Hirst vear based on a suntfar operation taking into account
imtal set-up prinung costs.
4, Offiee Rentald
Oftice rental has been caleulited on a 100 ~am artice ol aboye averave quality at S 13,30 per sqm. per month
. Parking
Parkime has been codenlated aes 109,78 per ooy per month tor tive bavs
tl Cleaners
Cleamnng ol the oftices has been cadeulated at > 1 29 per sam per month
2. Reuters
e Reuters service s neen estmiied for 1he Bastc Feguirement [or ong s otk Siation
3 Patertaunment

M entertunment budueet of S 1S 300 has been catmited based oncaanudar operation
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NewspaperssMagazines
This tigure is based on two daily newspapers and three weekly financial magazine subscriptions

Licences
Licences have been estimated taking into account operating ticences. hoarding licences. motoreyvcele licence.

clc.

Advertising
Adverusing has been estimated at $§ 968.73 per month tor basic advertising in newspapers and financial

Jjournals

Travel
Travel includes petrol reimbursement tor business travel ot statt members as well as 10 domestic return (lights

and one miernational return tlight

Motoreycle running expenses

Motoreycele running expenses have been based on a standard 230ce motoreyele including ail tuel, tvres and
maintenance

Office feas
Office teay have been estimated at $ 64.38 per month

Bodsveana 11NC Progect
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8. LABUAN

1. Basic salaries
The stalt compliment is (our consisting ol-
Senior Manager at USS 60 000 pa
Senior Administrator at USS 23 000 pa
Junior Administrator at USS 13 000 pa
Messenger at USS 3 300 pa
2. Medical Aid Contribution
The bank bears the tull costs of medical expenses estimated at USS 8 000 pa..
3. PPenston Contribution
The bank’s contribution is 1294 of basic salary as per note |
4. Bonus Provision
An annual bonus has been provided tor equal to two months salary as per note |
3. Telephone
Installation costs have been caleulated tor a smail control unitvSwitchboard with 6 lines and tour extensions us
follows:-
Instatlation costs Rentat costs
$130 $ 3540
6. Lease
All office equipment calculations are based on a standard lease agreement caleulated over 60 months. with no
deposit. at prime rate 1.e. 0.53%% as tollows:-
Assct Cost Monthly lease cost annualised
uss USS
frax machine 3 600 360
Messengers M/C 2160 432
Photocopier 7200 1440
Computers:-
3 Desktop £C7s 1 O40 2208
I File server 37 200 7440
I Laser Printer 2400 480
Furniture:-
4 workstations 3 280 [ 036
Kitchen utensils etc. 480 af
Total 66 960) 13 512
7 [nsurance
Insurance has been caiculated at 824 ol the value o1 the asscts as per note 6
3 StutioneryyPrinung
Fage has been estunated at USS 960 for the tirst year based on asiidar operation ke mto account wttial
Set=UD printng costs,
.
4 Oftice Rental
Ofice rental has been cateulted on a 10O sgm ottice of above averaee guaitty ats 21,32 per sym. per maonth
K2 Parking
Parkinge o iree at the moment
I ¢ laiers
flcanmes ol the olfices has been carculated at S 110 per sam per monti
Hensyeana 11SC Project Page 15 £y
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Reuters
I'he Reuters service has been esumated tor the basic requirement tor one work station

Cntertamnment
An entertainment budget oS 14 400 has been estimated based on a simtlar operaton

Newspapers/Magazines
This figure 1s based on two daily newspapers and three weekly tinancial magazine subscriptions

Licences
Licenees have been estimated aking into account operating licences. hoarding ticences. motoreyvele ticence.
cte.

Advertising
Adverusing has been estimated at $ 200 per month tor basic advertising in newspapers and tinancial journals

Travel

Travel includes petrol reimbursement tor business travel ot stalt members as well as 10 domestc return tlights
and one mternational return tlight

Motorevele runnimg expenses

Motoreyele running expenses have been based on a standard 230ce motorevele including all luel. tyres and
inaintenance -

Oftice Teas
Oftice teas have been estimated at $ 71.67 per month

Pave 16
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9. LUXEMBOURG

1. Basic salaries
The statt compliment is four consisting of-
Senior Manager at USS 8§82 870 pa
Senior Administrator at USS 49 720 pa
Junior Administwator at USS 37 290 pa
Messenger at USS 26 930 pa

2. Medical Aid Contribution
The bank s contribution is 30% of the total cost and has been caleulated at 2.573% of the basic salary as per
note |
3. Pension Contribution
The bank's contribution is 9.7%% the emplovees salary
4. Bonus Provision
An annual bonus has been provided tor as tollows:-
Senior Manager USS 16 375
Scenior Administrator USS 4 143
Junior Adminiswrator US$ 3 107
Messenger USS 2 243
5. ‘T'elephone
Installation costs have been caleulated tor a smalt control univSwitchboard with 6 lines and four extensions as
fotlows:-
Installation costs Rental costs
USS 1725 USS 3 450
0. |.case
Albottice equipment calculations are based on a standard fease agreement calculated over 60 months. with no
deposit at prime rate te. 7.25% as 1otlows:-
Asset Monthly icase cost annualised
'S8
ffax machine 1 635
Messengers M/C 2070
"hotocopier 8290
Computers 4145
I"'urniture 3450
Total 18 990
7. Insurance .
fnsurance has been caleulated at T26 of the value ol the assets as per note 6
b StattoneryPrinting
Usaee has been estumated at USS-E 1O for the tiest year based on aosnntiar operation kg imto account
inttial sel=np printmne Cosis,
Y, Oftice Rentad
Otlice rental has been calcutated ana 10O sqm otfice ol above averagee guality at $ 2390 per saym. per month
10 Parking
Parking has been catculated at S TS per bay per month tor three havs
I Cleaners

Cleanme of the oftice. hias been cajcutated at S T L0 per sqnt per maonth
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12, Reuters
The Reuters service has been esumated tor the basic requirement for one work station

I3, Lntertainment
An entertainment budget of § 9 943 has been esumated based on a simiiar operation

4 Newspaperss Magazines
This tigure is based on two daily newspapers and three weekly financial magazine subscriptions

I3, l.icences
Licences have been estimated taking into account operating licences. hoarding licences. motorevele licence.
Cete.
16. Advertising
Advertising has been estimated at $ 1 381 per month tor basic advertsing in newspapers and financial journals
17 Travel
Iravel inciudes petrol reimbursement tor business travet of staft members as well as 10 domestice return ilights
and one international return tlight
8. Motorcyele running expenses
Motoreycle running expenses have been based on u standard 230ce motoreyele including all tuel. wyres and
maintenance ~
19 Office Teas

Office weas have been esumated at $ 200 per month

Pace 18 49
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10. MALTA

n

6.

1)

Basic Salaries

The statt compiiment is four consisting of:-
Senior Manager at USS 43 000 pa
Senior Admimnistrator at USS 30 000 pa
Junior Administrator at USS 21 000 pa
Messenger at USS 7 300 pa

Medical Afd Contribution
['he bank's contribution 1s nil.

Pension Contribution
The bank’s contribution is 16.67%%

Bonus Provision
No annual bonus has been pravided tor.

I'elephone
Installation costs have been calculated tor a small control univswitchboard with 6 lines and tour extensions as

tollows:~
Rental costs

Installation costs
$300

5300

[.case
All ottice equipment calculations are based on a standard lease agreement calculated over 60 months. with no

deposit. at prime rate 1.e. 8.3% as tollows:-

Asset Clost Monthiy lease cost annualised
UIS$ LSS
[Ffax machine 1 000 246
Messengers M/C 7 00 1723
hotocopier 3000 738
Computers:-
3 Desktop PCs 4500 1107
0 000 1 477

I File server

| Laser Printer 1 000 246
Furniture

4 workstations 4300 P a7
Kitchen utensils cle. 300 71
Total 27 300 6718

{nsurance
Insurance has been calculated at 1% of the vidue or the assets as per note 6

StattonerysiPrinting
Usage has been estnnated ats 3 000 tor the tirst vear based on a simudar operaton taking mto account mitial

~Cl-HP prining costs

Oltiee Rental
Ottice rental has been caleulated ona 100 sgm ottice ol above averase qualay at ST sgn per imonth

Mirkinge
Parkine has been circulated at ol per bay per month tor three bavs

Cleaners
Cleanme of the otrice:. nas peen ciiculated at ST per sam. per monin

Page 19
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9.

Reuters
Not available

Latertainment
This figure is based on two daily newspapers und three weekly tinancial magazine subscriptions

Licences
Licences have been estimated tking inwo account operating ficences. hoarding licences. motorcvele licence.
cle.

Advertsing
Advertising has been estimated at $ 300 per month tor basic advertising in newspapers and financial journais

I'ravel

lravel includes petrol reimbursement for business travel of statt members as well as 10 domestic return
(lights and one international return ight

Motoreyele running expenses

Motorcyele running expenses have been based on a standard 230ce motorevele including abl fucel. tyres and
maintenance

Ottice Teas
Olfice teas have been esiimated at 'y 30 per month

Botsvwana {FFSC Proje "
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11. MAURITIUS

l. Basic Salaries
The statt compliment is four consistng ot:-
Senior Manager at USS 60 000 pa
Senior Administrator at USS 135 000 pa
Juntor Administrator at USS 7 300 pa
Messenger/Typist at US$S 8 000 pa.

2 Medical Aid Contribution
The bank's contribution is 0.67% ot the basic salary as per note |
3. Pension Contribution
The bank’s contribution is USS 8 300
1. Bonus Provision
An annual bonus has been provided tor as tollows:-
Senior Manager US$ 12 000
Senior adminmstrator. US$ 2 300
Junior admintstrator USS 400
Messenger USS 250
Typist USS 350
3. Telephone
Instailation costs have been caiculated for a small control univswitchboard with 6 lines and tour extensions as
follows:-
Instatiation costs Rental costs
USS 720 US$ 513
Usage has been estimated at US$ | 230 per month based on a simiiar type o operaton
0. l.case
All office equipment caleutations are based on a standard lease agreement caleutated over 60 months. with no
depasite at prime rate fe. 12,39 as tollows
Asset Monthly Lease Cost Annuadised
LSS
Ifax Machine 250
Messengers M/C 1 130
Photocopier 700
Computers 2253
Furniture 380
Total 4 715
7 Insurance
Insurance has been catculated at 14 of the value of the assets as per note o6
h# Stationerysrinting
Ulsawee has been estumated at USS E OGO Tor the tirst vear based on a similar operation laking imto account
mitial set-up prining costs
Y Oftice Rental
Office rentad hias been caleulated on a 100 sym ottice o1 the above averaze quality at USS 10,00 per sqm per
month, ’
146 Parkinge
Iarking has been carcuiated at £ SS 30 per pav per month tor three pis -
HE. Cleaners

C et ol the ottices has been catcutated at USS 130 per sgn per month
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12 Reuters
e Reuters service has been estimated for the basic requirement tor one work station

13 Entertainment
An entertainment budget ot USS 123 per month has been estimated based on a similar operation

14, Newspapers/Magazines
This tigure is based on two daily newspapers and three weekly financial magazine subscriptions

5. [Licences
LLicences have been estimated taking into account operating licences. hoarding licences. motoreyele licence.
ete.

16, Advertising
Advertising has been estimated at USS 500 per month lor basic advertising in newspapers and tinancial
journals

17 Travel
Travel includes petrol reimbursement for business travel ol staft members as well as 10 domestic return
lights and one ternational return (light

I8. Motoreyele running expenses
Motorevele running expenses are not applicable in Cayman Islands.

19, Ottice Teas

Office teas have been estimated at UiS$ 25.00 per month.
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Basic Salaries

The statf compliment is four consisting ot'-
Senior Manager at USS 60 000 pa

Senior Administrator at USS 40 000 pa
Tuntor Administrator at USS 10 000 pa
Messenger at USS 3 000 pa

Medical Aid Contribution
'he bank’s contribution is USS$ 250 per person salary as per note |

Pension Contribution
The bank’s contribution 1s 3¢% ot basic salary as per note |

13onus Provision
No annual banus has been provided tor

Telephone
Instaliaton costs have been calculated tor a small control univswitchboard with 6 lines and tour extenstons as

follows:-

Rentat costs

Installation costs
USS 30 per month per line

LISS 200

l.cuse
All oltice equipment calculations are based on cash price leases not available.

Asset Cost
USS
I'ax machine 2125
Messengers M/C 6 000
Photocopier 3750
Compulers:- Y 750
lFurniture:-
Workstatons 1 130
Kitchen utensils cle. 100
Total 24 875
Insurance

Insurance has been caleulated at 3% ol the value ot the assets as per note 6

Stattonerv/Printing
Rates vary according 1o services souuht. generatly competitive with other countries. esumate US$S 3 000

Oifice Kental
Oftice rental has been caleuluted on o FO0 sam oltice ol above averaze quadity at LSS 1o sqim. per month

Parking
Notapplicable.

Cleancers
Cleanine ol the otices s been catcudated at 89e per hour

Reuters
Fhe Reuters serviee qas oeen cetinited tor the basac requirement tor one work =ttron at U SS 3 300 tor

I ontertammnent

Aneenteruninent budeet of USS 300 per month has been estmated based oncacanifar operation

Desvwana 1150
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4. Newspapers/Magazines )
his tigure is based on two daily newspapers and three weekly financiai magazine subscriptions

15. l.icences
Licences have been estimated taking into account aperaton licences. hoarding licenees, motorevele licence.
cte.

16. Advertising
Adverusing has been estimated al USS 300 per month tor basic advertising in newspapers and tinancial
Jjournals

17 Iravel
I'ravet includes petrol retmbursement tor business travel of statf members as well as [0 domestic return
tlights and one international return tlight

8. Motoreyele running expenses
Motoreyele running expenses iave been based on a standard 250ce motoreycele inciuding all tuel. tvres and
maintenance

19. Office Teas

Office teas have been estimated at US$ 30 per month
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13. SOUTH AFRICA

l. Basic salaries
The statf compliment is four consisting of:-
Senior Manager at USS 65 730 pa
Senior Administrator at 1SS 26 300 pa
Junior Administrator at USS 14 795 pa
Messenger at US$ 8 220 pa

2. Medicai Aid Contribution
[he bank’'s contribution is 30% ol the total cost and has been caleulated at 2.3% ot the basic sulary as per note
|
3. Pension Contribution
The bank's contribution is equal to the statt members contribution i.e. 7% ot the basic salary as per note 1.
4. Bonus Provision
An annual bonus has been provided for as tollows:-
Senior Manager 209 ol basic salary i.e. USS 13 150
Sentor administrator one month's salary i.e. US$ 2 192
Junior administrator one month’s salary i.c. US$ 1 233
Messenger one month's salary USS 683
3. Uelephone ’
Installation costs have been calculated tor a small control unitswitchboard with 6 lines and tour extensions as
tollows:-
Installation costs Rental costs
1SS 64 Lor first line LSS 1 monthiy per line
UISS 538 lor every subsequent line UIS$ 3 monthly per extension
UISS 23 per extension LSS 48 tor controt univswitchboard
LSS 139 small control umivswitchboard
Usage has been estimated at USS 1 370 per month based on a similar type ol operation
. l.ease
Allottice cquipment caleulations are based on u standard lease agreement caleulated over 60 months. with no
Jeposil at priime rate e 17.539 as (ollows:-
Asset Cost Monthiy Lease Cost Annualised
(RS LSS
tax Machimne 822 248
Muessengers MO IO 1 2.10
Photocopier 0375 | 482
Computers:-
3 Desktop PCTs AREX} 1610
I File server Fio 1210
I Laser Printer P 233 373
Furnsture:- Y
4 Warkstations 380 b 632
Nitchen utensiis ete. 1370 Ll
lotal 28 043 8 759
7 Insurance
Insurance nas been caleulated a0 2% ot the value of the assets as per nate 6
3 Sttionesy 'rmtng

Uisineee nas boeen estimated at USS 3 288 Tor the tiest vear based ona ooy operation Gionge o aecount

Rl scl-an prmntime costs
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Oftice Rental
Ottice rental has been caleulated on a 100 sym ortice of the above average quaiity at USS 8.22 per month

Parking
Parking has been caleulared at USS 82 per bay per month for three bayvs

Cleaners
Cleaning of the ottices has been cafculated at USS 1 per sqgm. per month

Reuters
The Reuters service has been estimated tor the basie requirement for one work station

Intertainment
An entertainment budget ol USS 410 per month has been estimated based on a similar operation

Newspapers/Magazines
This lgure is based on two daily newspapers and three weekly tinancial magazine subscripuons

Licences
[.icenees have been estimated taking into account operating licencees. hoarding licenees. motoreyele licence.

elc.

Advertising
Advertising has been estimated at US$ 548 per month for basic advertising in newspapers and tinancial

Jjournals

Travet
Travel includes petrol reimbursement tor business travel of statl members as wetl us 10 domestic return tlights

and one international return tlight

Motorevele running expenses

Motoreyveie running expenses have been based on a standard 230ce motoreyvele including all fuel. tyres and
maintenance

Office Teas
Office teas have been estimated at USS$ 70 per month
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Basic salaries

The staft compliment is tour consisting ol:-
Senior Manager at USS 70 000 pa
Senior Administrator at USS 35 000 pa
Junior Administrator at USS$ 25 000 pa
Messenger at USS 6 500 pa

Medical Aid Contribution
The bank’s contribution is 10% US 3 630

Pension Contribution
The bank’s contribution is 10% of basic salary i.e. US$ 13 6350

Bonus Provision
An annual bonus has been provided for as tollows:-
Scnior Manager USS 8 460
Senior Administrator US$ 2 917
Junior Administrator USS 2 083
Messenger £S5 5340
I'elephone B
Instailation costs have been caleuiated for a small control univSwitchboard with 6 lines and tour extensions as
lollows:~

Rental costs

Instatfation costs
$ 2000

$2000

Lease :
All ottice equipment caleulations are based on a standard fease agreement calculaled over 60 months. with no

deposit. at prime rate as tollows:-

Asset Cost Monthly lease cost annualised
LSS Uiss
I“ux machine 1 068 322
Messenpers M/C 5343 1612
Photocopier 8 348 2576
Compuiers:-
3 Deskiop ies © 3440 2093
I File server 5343 1612
| Laser Printer 1603 483
Furniture:-
4 workstations 7124 2 18
Kitchen utensils cte. I 781 337
Total 36 456 11385

Insurance
Insurance has been cajculated at 3.270 ol the value ol the assets as per note 6

StattonerysPrinting
Usage has been estimated ac USS F 273 Tor the Hirst s car based on asuniiar operition Giking mio account

miurd SCl-Up prining cosls.

Oftice Rentad
Oftice renud has been caleuliated ona 100 sam oltice of above averaee quainty at 'y 1a 21 per sgm. per month

Parkime
Parkme has been carculated at ST per day per month tor three bass

Detswana 1150
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1. Cleaners
Cleaning of the oftices has been calculated at $ 1.23 per sqm per month

12 Reuters
Ihe Reuters service has been estimated tor the basic requirement tor one work station

3. l:ntertainment
An entertainment budget of S 5 000 has been esumated based on a similar operation

14 Newspaperss Magazines
This tigure is based on two daily newspapers and three weekly (inancial imagazine subscriptions

13, l.icences
L.icences have been estimated taking into account operating licences. hoarding licences. motorevele licence.
ete.
16. Advertising
Advertising has been estimated at S 341 per month tor basic adverusing in newspapers and tinancial journals
17 Travet
Travei includes petrol reimbursement tor business travel ol statf members as well as 10 domestic return tights
and one international return thight
18. Motorcyele running expenses
Motorevele running expenses have been based on a standard 250ce motorevele including all fuel. tyres and
maintenance
19 Oltice Feas

Office teas have been estimated at $ 83 per month
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