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LAWS OF GUYANA

AN ACT to amend the Income Tax .\et and the Income Tax fIn Aid of
Industry) Act.

ShOl·t title
and com-
mencement.

I. This Act may be cited as the Taxation Laws (Amendment)
Act 1986 and shall be deemed to have come into operation with effect
from the year of assessement commencing on the 1st January. 1986.

PART II

AMENDMENT OF iNCOME TAX ACT

~f:~~To~lt2 2. Section 2(1) of the Income Tax Act ,is hereby amended by
of Income the insertion, after the definition of the expression "pension", of
~:~. "WOl. the following definitions -

. "petroleum" has the meaning assigned to it by the Petro-
leum (Exploration and Production) Act 1986;

"petroleum contraot" means a contract relating to petroleum
operations, entered into by a person with the holder of a
petrohmm lioence. by which that person contracts to carry
out the petroleum operations in consideration of a right
to ,take a share of any petroleum produced as a result of
the petroleum operations;

"petroleum licence" means a petroleunl prospecting licence
or a petroleum production licence granted under Part IV
of the Petroleum (Exploration and Production) Act 1986;

"petroleum operations" means operations carried out for,
or in connec.tlionwith. the prospecting for, or production
of, petroleum, whether carried Ollt by the holder of a petro·
leum licence or by any other person. on behalf of the
holder of a petroleum licence. under a petroleum contract;',
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3. Thc Incomc Tax Act is hereby amended by the insertion, Inseruant. at
f . 33 f 1 f 11' . . 3 d B new sec lQn3at'cr sectIOn ,0 tIe 0 oW1l1gsectlOns as sectIOns 3 A an 33 - 33A and 33B

111 Incomo
Tax Act.
Cap. 111:01.

'!?elrtaln1pro- 33A. Notwithstanding anything to the contrary con-tained
VIS ons Do ~

applicablein in this Act --
ascertaining
chargeable
income frompetroleum
operations.

Petroleum
capital ex-
penditure
allowance.

in ascertaining the chargeable income, from
petroleum operations, of any person engaged
in the business of carrying on such operations,
sections 16(l)(c) and 17 shall not apply; and

(b) for the purpose of carrying forward, and
allowing set-off, of loss incurred in petroleum
opera'tions by any person engaged in the busi-
ness of carrying on such operations under
section 19, paragraph (c.) of the proviso thereto
shall not apply.

33B.O) In this section

"petroleum capital expenditure" means --

(a) expenditure incurred in or on searching for
and discovering petroleum and ascertaining
and testing the extent and characteristics there-
of, including expenditure incurred for --

geological. geophysical,
aerial, magnetic and other
all analyses. interpretation
thereof;

(ii) drilling of shot holes, core holes, bore
holes and holes for the discovery and
delineation of petroleum rCliervoirs;

geochemical,
surveys and
and S'tudiec

(iii) appraisal of surveys and drilling, includ-
ing the drilling and testing of appraisal
wells and all reservoir studies;

(iv) acquisition of petroleum information:

(b) expenditure incurred in or on -

(i) the acquisition of a petroleum licence or
the acquisition of any participating in-
terest in a petroleum licence, or the ac-
quisition of rights. or a participating in-



terest in rights, under a petroleum con-
tract made with the holder of a petroleum
licence, but not including any expenditure
incurred in or after the year of com-
mencement in or on the acquisition of
any such interest or right from a person
who is carrying on production of petro-
leum under a programme of continuous
production and sale;

the provision of machinery or the acquisi-
tion of any right to use machinery for
petroleum operations;

the construction of any building or works.
including expenditure incurred in or on
any payment for or contribution to the
cost of providing -

(J\) water light or pow,er for use on,
(8) acC'~ssto, or
(Cl communication wi,th.
any site for the conduct of petroleum
operatiOns; or

(iv) the provision of residential accommoda-
tion and welfare facilities for employees
employed for the purposes of petroleum
operations;

(v) the provision of any v,~hicks or oHic
equipment. furniture or machinery in con-
nection with the carrying on of pctrobHll
operations;

(c) any expenditure incurred in or on _...

(i) preparing a sit·~for petroleum production.
including delineation work and feasibility
studies done to determine the best means
of operation;

(ii) the intangible costs of preparing for and
drilling production wells. such cos's in-
cluding, by ~ay of example only. all costs
of labour, fuel, repairs. hauling and
supplies and materials without salvage
value. incurred in -
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(/3) clearing and draining ground. road
making, surveying and other prepara-
tions for drilling; or

(Cl constructing and -;:recting drilling rig,
drilling and producing platform, tank,
pip;;:line and other plant, machinery
or equipment necessary for producing
petroleum;

(d) any expenditure incurred prior to the year
of commencement in or on -

(i) general administration and management
directly connected with petroleum opera-
tions;

(ii) any interest accrued on any loan taken
by the assessee and for the time being
utilised to finance p:troleum operations;

"petroleum information" means geologica.l,
geophysical, and technical information, being
information that relates to the presence, absence
or extent of deposits of petroleum in an area,
or is likdy to be of nss:stanoe in determining the
presence, absence or extent of such deposits;

"petroleum production licence" means a pe-tro-
1;~lImproduction licenci) granted under Part IV
of the 1\:trolclll1l (Ex~)loration and Production)
,\ct 1986; .

"production area" has the meaning assigned to
it by the Petroleum (Exploration and Production)
Act 1986:

"year of commencement", in relation to any
production area, means the year of assessment
in which any p<:rson, carrying on petroleum
operations in that area, first produces petroleum
therrfrmn unr1~r ~ programme of continuous
production and sale,
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(2) In ascertaining the chargeable income, from petroleum
operations, of any person engaged in the business of carrying on such
operations (hereinafter referred to as the petroleum assesse;:), there
sha~1 be all owe? as a d~duction an allowance to be known as petroleum
capItal expcndltur~ allowance. which shall be _

(a) for the year of assessment being the year of commence-
ment. the deduction that shall be allowed under sub-
section (3); and

(b) fol' any year of assessment subsequent to the year of
commencement. the aggregate sum of any deductions.
lhat shall be allowed under subsections (3) and (5).

(3) In the year of assessment which is the year of commence-
ment. and in every subsequent year of assessment. until the aggregate
sum of the petroleum capital expenditure incurred by a petroleum
asscss;;:e in the years preceding ,the year of commencement is completely
recouped. there shall be allowed as a deduction, by way of petroleum
capital expenditure allowanoc. twenty per cent. or such lower per cent
as the assessee may elect. of the aforesaid aggregate sum of the petro-
leum capital expenditure.

(4) Whel'e in or be'fore the year immediately preceding the
year of commencement any amount has been received by a petroleum
assess,e'~ as consideration for the assignment by him of the whole or
part of his interest in a pDtroleum licence or rights under a petroleum
contract. for the parpo,,;:s of subsection (3) the aggregate sum of the
p;trohum capital expenditure incurred by such assessee in the years
prcced:ng the year of commencement shall be reduced by the amount
so received by the petroleum assessee.

(5) Where in the year, immediately preceding any year of
assessment subsequent to the year of commencement, a petroleum
assessee has incurred any petroleum capital expenditure. in th:.lt year
of assessment and in ev,ery subsequent year of assessment. until sueh
petroleum capital expenditure is compl'etely recouped. there shall be
allowed as a deduction by way of petroleum capital expenditure allow·
ance twenty per cent. or such lower per cent as the assessee has elected
for the purpose of subsection (3), of such petrol'eum capital expendi.
ture.

(,6) Notwithstanding anything to the contrary contained in the
preL'cdi~l£ subsections. where in the year, immediat,ely preceding any
year of assessment subsequent to the year of commencement. a petro.
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leumassessee has assigned the whole or part of his inter,est in a petro-
leum licence or rights under a petroleum contract -

(a) the petro\:cum cal1i.':al eXp':nditure a\\owance ckc\\lt\\'o\~,
under t\\C \)ta'l\\>ic)\\':',at this section, in that year ot
assessment. and subsequent years of assessment, on
account of petroleum capital expenditure incurred by that
petroleum assessee in the year in which the assignment
is made and in any years prior thereto, shall be reduced
in proportion to the extent to which the interest of the
assignor in the petroleum licence or the rights of the
assignor in the petroleum contract has been assigned;
and

(b) any petroleum capital expendi,ture allO\vancc to which
the assignee would otherwise have been entitled in any
year of assessment. in respect of petroleum capital ex-
penditure incurred by the assignee in the year in which
the assignment was made. or in any subsequent year.
shall be increased by an amount equal to the amount
by which the petrol'eum capital expenditure allowance
of the assignor for the corresponding year of assessment
has been reduced pursuant to paragraph (a).

(7) Where in ascertaining the chargeable income of a petro-
leum assessee a deduction by way of petroleum capital expenditure
allowance was mad~ under ,this section in any y;;:arof assessment, then,
in ascertaining the chargeable income of that petroleum assessee in
respect of the same or any previous or subszquent year of as;,'essment.
·to ,the extent to which such deduction was made, no further deduction
shall be made under any o~her provision of this Act in respect of the
petroleum capital expenditure in respect of which such petroleum
capital expenditure allowanoe was allowed to be deducted.'.

4. The Income Tax (In Aid of Industry) Act is hereby amcnd- ~r~~=:t
ed in the following respects _ Tax (In AId

of Industry)
Act.
Cap. 81:02

(1) in paragraphs (a) and (b) of section 2(1). by the
insertion, after the words "diamond mining company".
of the words "or a company carrying on petroleum
operations";

71
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(2) in sections 22(1), 23(1), 24(1) and (4) and 25(1), by
the s~bMitution, for the words '''oil well or other
source of mineral deposits of a wasting nature", of
the words "or other source of mineral deposits of a
wasting nature other than petroleum";

(3) in section 26(2), by the substitution, for the words
"mineral deposits of any mine, oil well", of the words
"mineral cif.posits,other than petroleum, of any mine";

. (4) in section 50(2) -

(i) in the oponing portion, by ,the substitution, for
the words ",oil well or other souro~ of mineral
deposits", of the words "or other source of mineral
deposits other dlal1 petroleum";

(ii) in para~mph (b), by the deletion of the words
H, oil well";

(5) in section 53(1), by the insertion, after the definition
of the expression "mineral deposits", of the following
definitions:-

'''petroleum'' has ,the meaning assigned to it by the
Petroleum (ExploratiC'n and Production) Act 1986;

"petroleum operations" has the meaning assigned to
it by the Income Tax;';

(6) in para oraph 3 of the First Schedule, by the substitu-
tion, fa; the words "oil well, or other mineral deposits",
of the worus "or other m:neral del)Osits other ,than
petroleum";

(7) in paragraph 1 of the SC?coadSchcchk, by th~ sub-
stitvCon, for the words ",oil well or other source of
mineral deposits of a wasting nature", of the words "or
other sourc~ of mineral deposits of a wasting nature
other than petroleum".

Passedby the National Assembly on 1986-04-14.

~
F. A. Narain,

Clerk of the National Assembly.
Bill No. 2/1986
ST: 34 34/2/lj19


