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Context Setting

The growth of Africa’s towns and cities has outpaced local
governments’ capacity for service delivery in terms of
management, infrastructure, and financing.

As a result, many African towns and cities are now faced with
a governance and financial crisis.

Policy makers are increasingly aware of the potential and need
to mobilise domestic revenues through broad based property

taxation.



Problem

Large tracts of land held under traditional or
customary tenure, used for communal
grazing and subsistence agriculture.

Botswana — 6% land freehold, 23% state
owned and 71% customary

Uganda and Mozambique — 62% and 90%
customary tenure
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Traditional Forms of Land Tenure are a Problem for Property .-
Taxation

:

Who is the taxable person? s
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How is the land to be valued? o L
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How are the formal local government structures and = Ny

- . . . @°
traditional leaderships or chiefdoms to coexist? o

© Tax Justice Network Africa (TINA)



PAGE 5

Political, legal and administrative constraints inhibit the development

of effective property tax systems (poor tax administration, tenure,
limited information, narrow tax base, low tax rates, weak

enforcement) - Efforts made: Kenya - iTax and rental taxation



An Unimportant Revenue

Total Taxes GDP per
as % of Property Capitain Income
GDP Fiscal Taxesas uso Level

Country’ (2012) Year %ofGDP (2012) (2016)
Ageria® ava 2011 0.00 5584  Uppermiddie
Angola 438 2012 0.15 5532  Uppermicdie
Berin 155 2012 0.24 808 Low
Botswana 269 201 0.06 6936  Uppermicdie
Buriina Faso 156 2012 0.10 673 Low
Burundi 136 - No data 244 Low
Cabo Verde 183 - No data 3498 Lower-micdie
Central African 99 2012 0.10 470 Low

Republic
Comoros 18 - No data 750 Low
Congo 95 2008 032 391 Lowermicdie
Cdte d'lvoire 160 2013 0.07 3,191  Lowermiddie
Democratic 10.2 - No data 1,281 Low

Republic of

the Congo
Djibouti 185 - No cata 1,587 Lowermecdie
Egypt 132 2012 083 3226 Lowermicdle
Equatorial 19 2009 003 23278  Uppermicdie

Gunea
Ethiopia 97 - No data 470 Low
Gabon 15.1 - No data 10642 Upper-micdie
The Gambia 145 2008 053 505 Low
Ghana 154 - No cata 1,642 Lowermecdie
Guinea 19.2 - No data 487 Low
Guinea-Bissau 79 - No data 559 Low
Kenya 156 2012 0.01 1,185  Lowermiddie
Lesotho? 548 2011 070 1,159  Lowermicddie
Liberia 211 2012 0.15 414 Low
Libya 1.2 - No cata 13,035 Uppermicdie
Madagascar 9.1 2010 0.06 445 Low
Malawi 214 - No data 270 Low
Mali 142 2011 070 642 Low
Mauritania 174 - No data 1,283 Lower-middie
Mauritius 189 2012 1.39 9,114  Uppermicdie
Morocco 245 2010 1.75 2931 Lower-micdie
Mozambique 19.1 201 070 565 Low
Namibia 310 2012 0.15 5,680 Uppermicdie

Contributor?

Total Taxes GDP per
as % of Property Capitain Income
GOoP Fiscal Taxesas usop Level

Country’ (2012) Year %ofGOP (2012) (2016)
Niger 145 2010 0.06 394 Llow

Nigeria 102 - No data 2740  Lowermicdie
Rwanda 136 2011 0.1 667 Low

Sdo Tomé and 142 2012 032 1,488 Lower-middie

Principe

Senegal 193 2012 0.10 1.019 Low
Seychelles 296 - No data 12845 Hgh

Sierra Leone 10.7 2010 0.05 619 Low

South Africa 232 2013 160 7,592 Upper-middie
Sudan 54 - No data 1,662 Lowermicdle
Swaziand® 360 2012 005 3989 Lowermicdie
Tanzaria 116 201 008 828 Low

Togo 154 2010 0.24 581 Low

Tunisia 210 2012 053 4,188  Lower-middle
Uganda 105 - No data 656 Low

Zambia 150 2008 003 1,687  Lowermiddie
Zimbabwe? 263 2012 0.00 851 Low

Sources: IMF (2015, 2016); Jbao (chapter 25); htp.//dats worldbank.org/about/

country-and-lending-groups.



Equitable: PT is considered as a progressive
tax because land and capital, in general, are
owned by relatively wealthy individuals. As
a result, the burden of the tax is likely to be
borne by middle and high income earners.

Promotes transparency and accountability: PT
is highly visible to taxpayers and, in principle,
linked to improved local services. As a result, it
holds unigue potential to act as a foundation for
bargaining between taxpayers and governments
over revenue and public spending, hence,
making policy makers and local officials more
accountable.

Administrative innovation: PT requires the
creation of systematic record keeping and
organisation, and involves the collection of
detailed data on land and properties, thus
potentially spurring broader administrative
improvements.

Ideal source of local government
revenue: Because the tax base is geographically
delimited and paid by local residents with
limited mobility, PT is generally regarded as a
stable and predictable revenue source for local
authorities. Because properties are physically
immovable, it is in principle relatively
straightforward for governments to identify and
tax properties, even where administrative
capacity is limited.



3 Broad Categories of Property Taxes

1. A per unit tax (tax on residential property, flat tax per
property unit)

2. An area - based tax; applied where insufficient market data

exists to implement a value based system (Burundi, DRC,
Sudan)

3. Value - based tax; annual value taxes (Ghana & Uganda),
unimproved land value or site value taxes (Kenya), capital
improved value or market value taxes (South Africa)



Anglophone Africa Property Taxation

Country Tax Base(s)

Botswana Capital values of land and buildings, assessed separately but taxed
colectively

The Gambia Annual rental value (bulicings only)

Ghana Depreciated replacement cost of bulicings only

Kenya Land value only in most instances; anea or rental value (for
agricultural land) allowed by law

Lesotho Capital value of land and buildings separately (spiit-rate system)

Liberia Capital value of land and buildings separately (spiit-rate system)

Malaw Capital value

Mauritivs Annual rental value; land value (for some properties)

Namibia Capital value of land and buildings separately: land value, bulicing
value, land and buildings collectively, and area (used in small
rural villages) also aliowed by law

Nigeria Annual rertal value in some states; capital value in Lagos State

Seycheles No recurrent property tax

Sierraleone  Annual rental value (bullcings only)

South Africa  Market value (capital value)

South Sudan Area

Swazriland Capital value of land and buildings separately; land value, bullding
value, and land and buildings collectively also aliowed by law

Tanzania Depreciated replacement cost of builldings only

Uganda Annual rental value

Zambia Capital value

Zimbabwe Land only (Harare); land and buidings separately with collective

capital value as a further option

Source: Franzen and McCluskey, 2017

Rental Property Capital Inheritance Recurrent
Income Transfer  Gains and Gift Property
Country Tax' Tax Tax Taxes Tax
Botswana No Yes Yes Yes Yes
The Gambia No Yes Yes Yes Yes
Ghana No Yes Yeos Yos Yes
Kenya No Yes Yes No Yes
Lesotho No Yes Yes Yes Yes
Liberia No Yes Yes No Yes
Maxw No Yes Yes Yes Yes
Mauritius No Yes No No Yes
Namibia No Yes No No Yes
Nigeria No Yes Yos No Yeos
Seycheles No Yes Yes No No
Sierra Leone No Yes Yes No Yes
South Africa No Yes Yes Yes Yes
South Sudan No No No No Yes
Swariland No Yes No No Yes
Tanzania No Yes Yes No Yes
Uganca Yos Yes Yeos No Yes
Zamba Yes Yes Yes No Yes
Jmbabwe Yes Yes Yes Yes Yes




Francophone Africa Property Taxation

Country Tax Base(s)

Bern Anrual rental value for developed property; capital value for
undeveioped land

Burkina Faso No recurrent property tax, only minor property-related charges

Burundi Area-based system with some differentiation

Cameroon Capital value in major cities; area-based system eisewhere

Central African

Republic

Niger

Togo

(in practice)

Annual rental value for developed and undeveloped land in
urban areas; iixed amount per hectare (with reference to
the crop grown or whether land is idle) in rural areas

Anral rental value

Annual rental value; area for agnicultural land

Annual rental value for developed urban land; capetal/assessed
value for undeveloped urban land; area for rural land

Annual rental value for developed property; capital value for
undeveioped lang

Area with some cifferentiation based on location

Rental value for urban property; area (and income potential)
for rural property

Annal rental value (law); area (in practice)

Anrval rental value

Adjusted area

Annual rental value

Annual rental value (residential); book value (nonresidential)

Seif-deciared capital value of buildings; land values determined
by the central government

Annwal rental value

Annual rental value for developed land; capital value for
undeveloped land

Property Capital Inheritance Recurrent

Income Transfer Gains  andGift  Property
Country Tax' Tax Tax Taxes Tax
Benin N/ Yes Yes Yes Yes
Burkina Faso Yes Yes Yes No No
Burundi N/ Yes Yes No Yes
Cameroon N/ Yes Yes Yos Yes
Central African N/d Yes Yes No Yes
Republic
Chad N/ Yes Yes Yes Yes
Comoros Yos Yes Yeos Yos Yes
Congo Yes Yes Yos No Yes
Chte d'lvoire N/ Yes Yes Yes Yes
Democratic Republic  NAd Yes Yes No Yes
of the Congo
Equatorial Guinea N/ Yes Yes No Yes
Gabon N/ Yes Yes Yes Yes
Gunea N/ Yes Yes Yes Yes
Madagascar N/d Yes Yes No Yes
Ma'i Yes Yes Yes No Yes
Niger N/ Yes Yes Yos Yes
Senegal N/d Yos Yos Yos Yes
Togo N/d Yes Yes No Yes

Source: Franzen and McCluskey, 2017



Lusophone Africa Property Taxation

Rental Property Capital Inheritance Recurrent
Income Transfer  Gains and Gift Property

Country Tax' Tax Tax Taxes Tax

Angola Yes Yes Yes Yeos Yes

Cape Verde Yes Yos Yes No Yes

Gunea-Bissau Yes Yes No Yos Yes

Mazambique Yes Yes Yes Yes Yes

S8o Tormé and Yes Yos Yes Yes Yes
Principe

' The rental income tax is levied separately from the personal or corporate
ncome tax

Table 34.3 Property Tax Bases in Lusophone Africa

Country Tax Base(s)

Angola Annual rental value

Cabo Verde Capital value

Guinea-Bissau Annual rental value
Mozambique Capital value (buildings only)
S&0 Tomé and Principe Capital value

Source: Franzen and McCluskey, 2017



List down the
types of wealth
and property taxes
In your country
that you are aware
of




PUBLIC GOOD OR PRIVATE WEALTH?

THE WEALTH OF THE WORLD'S EXTREME POVERTY IS INCREASING
BILLIONAIRES INCREASED IN SUB-SAHARAN AFRICA.
$900 BILLION IN THE LAST YEAR,
WHICH IS: Ihis new evidence also
shows that 3.4 billion people o
[almaost half of humanity) ‘» =N

hav ely escaped
extreme poverty and

are living on less than

MEN OWN 50% MORE OF THE A recent study of 13 daveloping countrizs found that:
TOTAL WEALTH THAN WOMEN.
SPENDING ON EDUCATION AND HEALTH
ACCOUNTED FOR 69% OF THE TOTAL
REDUCTION OF INEQUALITY.

da

GETTING THE RICHEST 1% TO PAY JUST 0.5% EXTRA TAX ON THEIR WEALTH COULD RAISE
MORE MONEY THAN IT WOULD COST T0:
\l
ﬁ fopE==

; ’ .and provide heatthcare that
‘ would save the lives of

children out of school... peoole
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Objectives of the Session

1. What is property and what is taxed when it comes to
properties?

2. Importance of the wealth and property tax as sources

of DRM

Types of wealth and property taxes

Factors to consider in SSA

Areas of concern in SSA

Innovative solutions

Oy



THE WEALTH TAX

JEWELLERY

Yachts, Boats & Aircraft
CASH
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Difference Between Wealth and Property Tax

Dave Weigel &

- @daveweigel

Warren explaining the wealth tax: "How
many people here own a home?" Most @
& O

hands go up. "You’ve been paying a

wealth tax for years. They just call it a I g
property tax. | just want their tax to

include the diamonds, the yachts, and

the Rembrandts.”

2:38 AM - 28 Apr 2019

6,608 Retweets 22,895 Likes g 6 ' a 3 o a ‘ .

Folow ) Is there a difference?




Wealth Taxation

A wealth tax typically applies to net wealth, i.e., assets
less liabilities

It can be levied periodically (e.g., annually) or as a one off @
capital levy

Related to the wealth tax is the property tax, which is

levied annually on real property and is typically used to
finance local government



A Global Wealth Tax

World’s 26 richest billionaires now own as many
assets as the 3.8 billion people who make up the
poorest half of the world’s population

GETTING THE RICHEST 1% TO PAY JUST 0.5% EXTRA TAX CN THEIR WEALTH COULD RAISE
MORE MONEY THAN IT WOULD COST T0:

Research Plan Implication
A new Widening gap of 194 of Bezos’s (Amazon CEO, $112
billionaire is ~ Wealth calls for billion net worth) fortune

a 1% wealth tax

created every ' equivalent to the whole health
2 days —canraise 5418 pudget for Ethiopia, a country
billion a year with 105 million people
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IMmposition Potential Challenges

7 4 W

Imposed on holding of _
wealth, transfer of Does Africa have What are the

wealth or appreciation the potential to challenges that
of wealth {on net generate wealth will need to be

worth, assets minus
liabilities) taxes? overcome?
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Key Highlights

e 2015 - India (131 dollar billionaries) repealed its wealth tax,
resulted in revenue loss of 10billion rupees (S150 million)

e 30% of African wealth is held offshore

 Hard to assess wealth taxes in SSA as they either do not exist
or are not very effective

© Tax Justice Network Africa (TINA)
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Practical Issues

1. Valuation — practically difficult, how do you trace
the asset?

2. Administration — if revenue authority can’t identify
those who should be liable to tax, how will it tax the
wealth?

3. Compliance — does data on high net worth
individuals in Africa exist? Do countries have a
threshold to determine high net worth?

© Tax Justice Network Africa (TINA)



THE PROPERTY TAX




TYPES OF PROPERTY

Freehold Leasehold

*Industrial Design

Rights
*Copyrights  *Patents
*Trademarks

*Trade Secrefs



TYPES OF PROPERTY

Classification of Gifts

Sum of money
received
without

consideration

i.e. "Monetary

Gift"

Immovable
property
received
without

consideration

i.e. "Gift of

Immovable
property"

Immovable
property
received at a
reduced price
i.e.
"Immovable
property
received for less
than its stamp
duty value"

Specified
Movable
property
received
without
consideration
i.e. "Gift of
Movable
property"

Specified
Movable
property
received at a
reduced price
i.e. "Movable
property
received for less
than its fair
market value"

mymoneysage.in



TYPES OF
PROPERTY

| allowing, permitting or granting +wholly |

or partly in an immovable property +
WITH OR WITHOUT THE TRANSFER OF
POSSESSION or control of the said
immovable property - by way of

: |} useor

< occupati :  any

i on, i such
i facility,

access, :

in respect of immovable property -by
way of

other

3 . : licensin i similar
letting, leasing, : :
: g : arrange

ments




Property Tax Systems in Africa

Land Value

Improved Value

Land & Buildings
Buildings Only (CV)
Annual Value
Buildings Only (AV)
Area/Calibrated Area
Flat Tax

No Tax




Tax Revenue Collected From

Capital Gains Tax
Stamp Duty

Land Rates

Land Rent
Business Licences

Service Charge
VAT

N s WwWwheE



Importance of Property Taxes

1. Potential for mobilising revenue

2. Recurrent but modest — property tax generates 0.3-0.6%
of GDP for developing countries and up to 2-3% of GDP @
for OECD countries (Norregaard, 2013)



Case Studies

Property Tax Bases in Different Countries

South Africa and Zambia Namibia (urban property tax) and Swaziland Kenya and Namibia
Capital value of land as a Capital value of land and improvements as separate Capital value of land
single taxable object - taxable objects — typically residential property with only — based on
typically residential more transactions sufficient land sales on
property with more the open market
transactions

Ivory Coast (non-residential) and Uganda Egypt (urban property tax), Mozambique, Sierra

Leone and Tanzania
Annual rental value — property market

dor.ninat.ed by rental transactions in both Value of buildings only — where land is deemed to
residential and commercial sector be state owned what is assessed is the
infrastructure built on the land.

Burundi, Congo, DRC and Eritrea
Area based (non-value)- applied where no formalized real property market exists or

where the market is immature with the absence of comparative sales data on which to
base estimated market values.
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Areas of Concern

© Tax Justice Network Africa (TINA)
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Challenges

TAX JUSTICE
A NETWORK

© Tax Justice Network Africa (TINA)



Innovative Solutions




Lne ceveloping country that has widely—ana arguadly successiuily—used detierment levies 10 heip Tunc pubic infrastruciure 1s
Colombia. According to a Lincoln Institute study of Colombia's use of betterment levies (known as contribucion de valonizacion), in 2011
Bogota had made about US$1 billion worth of investments in public works from this levy. An additional eight smaller cities combined
had obtained another USS$1 billion for public infrastructure. The collection of this fee has been generally accepted by taxpayers. Again,
according to the Lincoln Institute study (Greenstein and Sungu-Eryilmaz 2004), it had relatively lower default rates than compared with
property taxes. Controversies have surfaced, nevertheless, over how the charge is calculated (Borrero and others 2011).

In practice, betterment levies have proven challenging to implement. The main challenge comes from the fact that it is difficult to
quantify the land value increment resulting from infrastructure investments. Even in countries with up-to-date property data, recorded
land values commonly account for two-thirds or less of the observed variation in the prices of land parcels (Peterson 2009). It is even
harder to identify the portion of value increase due to infrastructure investments. Different studies and ex post analyses by academics
to determine increment land value increases can differ by as much as 300 percent. These variations are attributable to differences in
the way aggregate land value changes are distributed among different parcels. Overall, it seems that the cost of administering parcel-

q'.-—.\ L FOR N v T — "

* Netherlands - flat tax of 1.2% on the total value of savings and
D ra W i n Le S S 0 n S / B e St investments above a specific threshold
g * France - Solidarity Tax on wealth, various thresholds starting
. from 0.5%, maximum 1.5%.
P ra Ct I C e S * Rural land, commercially farmed is taxed in Namibia, South
Africa, Sudan and Zimbabwe. Not in Kenya.

Betterment tax



Inherent Considerations

Balance between government’s need for maximum available
resources and financing for development in the context of DRM

 Public interest, public necessity
* Public capability & individual savings capacity and growth

Market, inequalities and restrictions
Shifting tax burden

Right to housing and affordable housing



Innovative African Solutions

Improve collection on existing base

Taxing fractional shares

Zakat - Islamic wealth tax

Widen definition on property to capture digital economy, betterment tax

Parking spaces — leases provide for separate purchase of space on same land reference, no stamp

Lk e

9

duty, VAT
Service charges — apply VAT? Regressive or progressive? @
Trusts and Foundations

7.




PAGE 36

HANKS FOR YOUR

TAX JUSTICE
A NETWORK

ATTENTION !1!
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