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As we usher in the second quarter of the year, Tanzania’s
legal & regulatory landscape continues to shift, presenting
both challenges and strategic opportunities for businesses
navigating an increasingly complex environment. This
month alone has seen several key developments: the
Registrar of Companies has reaffirmed the 15th April
deadline for filing Beneficial Ownership information;
organizations handling personal data must comply with
the 30th April registration deadline under the new Data
Protection regime; and the recently published Regulations
(GN 128 of 2025) now prohibit the use of foreign currency
in transactions conducted within Tanzania. These
milestones signal a heightened regulatory momentum
underscoring the need for proactive compliance and
forward-looking decision-making.

Against this backdrop, our April edition turns the spotlight
onto two substantive areas with far-reaching implications:
Insurance Regulation and the Taxation of Cross-Border
Mergers and Acquisitions.

Our lead article takes a close look at Tanzania’s insurance
sector, focusing on the tax challenges that continue to
constrain its growth due to the unique nature of its
operations. From the burden of VAT on premiums to the
treatment of reinsurance arrangements, the article
outlines practical reform proposals designed to stimulate
market expansion while reinforcing financial stability for
both businesses and consumers.

Warm regards,

Managing Partner
Crispin B. Mwebesa

Meanwhile, our second feature explores the increasingly
strategic domain of taxation in cross-border M&As. With
investment flows becoming more global, understanding
the tax implications of share ftransfers, indirect
acquisitions, and restructuring is essential. The piece
offers a clear guide to legal compliance pitfalls, and tax
efficiency strategies that can influence deal-making and
post-deal integration.

We hope these insights empower you to ask the right
questions, anticipate regulatory expectations, and refine
your internal strategies.

We invite your thoughts and perspectives, as always. After
all, shared knowledge is the foundation of sound judgment
in an ever-changing legal and business climate. Thank
you for your continued support, & here’s to an enlightening
April ahead!
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TAXATION IN TANZANIA'S INSURANCE SECTOR:

HOW THE CURRENT INSURANCE TAX

FRAMEWORK STIFLES GROWTH & ACCESS

“Atax system that does not consider the unique challenges of the insurance industry risks undermines its ability to serve
fully the consumers and the broader economy —remarked Nobel laureate Joseph Stiglitz”.

B

This observation rings especially true in Tanzania, where the insurance sector struggles under a tax framework that fails
to accommodate its long-term, risk-pooling nature. Once an overlooked industry, insurance in Tanzania has rapidly
evolved into a vital pillar of economic growth, driven by increasing awareness of financial security and a surge in both
local and international investment. Yet, despite its growing importance, the sector remains hindered by an outdated and
rigid taxation system that does not account for the fundamental distinctions between insurance and other financial
services. Unlike banks, which primarily engage in short-term financial intermediation , insurance companies manage
long-term liabilities, necessitating a taxation model that reflects the industry's unique financial structure. However,
Tanzania’s current tax regime falls short of these requirements, imposing burdensome policies that not only stifle
industry growth but also increase costs for policyholders and limit broader economic contributions.

This article critically examines the taxation challenges facing Tanzania’s insurance sector, assessing their broader
economic implications. It further offers practical recommendations for reform, advocating for a tax framework that
fosters industry expansion, and strengthens financial security for businesses and individuals alike.

The Unique Nature of The
Insurance Industry and
Its Taxation.

The insurance industry operates under a fundamentally
distinct business model that sets it apart from the broader
financial sector. Unlike banks & other financial institutions
that engage in short-term financial intermediation,
insurance companies function through long-term pooling
and diversification of risks, an inverted production cycle, a
highly integrated approach to risk management, and a
long-term investment horizon shaped by strong and
stable balance sheets.

Insurers collect premiums from a broad base of policy
holders, using actuarial computations to predict and
distribute the financial burden of claims. This structure
allows them to protect individuals and businesses from
catastrophic losses, ensuring financial stability across
society. However, unlike banks, which provide loans and
services before receiving full repayment, insurers operate
under an inverted production cycle, where policyholders
pay for protection in advance (ex-ante), often long before a
claim arises. This means insurers must carefully manage
reserves, ensuring that sufficient funds are available to
settle future claims that may not materialize for years or
even decades.

The taxation challenge therefore arises because traditional
tax frameworks are built around the assumption that
revenue and expenses occur within predictable, short-term
cycles. In most businesses, income is recognized when
goods or services are delivered, & expenses are deducted
as they are incurred. However, insurance companies must
recognize income gradually over an extended period, while
simultaneously setting aside reserves for uncertain future
liabilities. Furthermore, the industry’s reliance on actuarial
computations which require precise mathematical
calculations to assess risk exposure, introduces an
additional layer of financial complexity. These
computations are subject to various uncertainties,
including economic conditions, demographic shifts, and
unforeseen catastrophic events. Consequently, the timing
of income recognition and expense deductions becomes
highly technical, creating a disconnect between insurance
accounting and general tax principles.

Compounding these challenges is the fact that due to the
unique nature of the industry, specialised knowledge about
its operations is often concentrated in the companies, who
place less reliance on outside tax advisors than do many
other industries. This makes it difficult for tax authorities to
fully grasp the nuances of insurance income calculations,
leading to inconsistencies in tax policy design and
enforcement. The result is a taxation framework that often
misaligns with the industry’s financial realities, distorting
profitability assessments and creating inefficiencies that
can hinder growth.

Challenges facing taxation
of Tanzania's insurance
companies

1. Misalignment between Tanzania Insurance
Regulatory Authority (TIRA) requirements and
the Tanzania Revenue Authority.

TIRA's mandate is to safeguard policyholders & maintain
the solvency of insurance companies. To achieve this, it
employs specialized accounting rules tailored to the
industry’s unique risks, such as conservative reserve
calculations , stringent capital adequacy requirements, &
smoothed profit recognition over time. These measures
ensure that insurers retain sufficient funds to cover
future claims, even in volatile economic conditions. For
example, TIRA may require insurers to maintain higher
reserves for long-term liabilities, delaying profit
recognition to prevent overestimation of financial health.
In contrast, TRA's primary objective is to collect tax
revenue based on annual taxable profits, with minimal
tolerance for deferrals or estimates that could reduce the
current year’s tax base. This leads to three major areas
of conflict:

A. Reserve Accounting: TIRA mandates insurers to
set aside substantial reserves for future claims,
treating this as non-distributable capital to ensure
solvency. However, TRA frequently disallows tax
deductions for such reserves, viewing them as
uncertain or deferred liabilities. This forces insurers
to pay taxes on income that is effectively locked
away for future obligations, straining liquidity. For
instance, a life insurer with a 20-year policy may be
required by TIRA to reserve 80% of its premiums,
yet TRA taxes 100% of the premium upfront,
disregarding the long-term liability.

B. Asset Valuation Differences: TIRA requires
conservative asset valuation such as the "lower of
cost or market" principle, to prevent overstatement
of asset values, while TRA applies mark-to-market
valuation, often disallowing losses on unrealized
declines in asset values. This divergence is
particularly problematic in Tanzania, where insurers
invest heavily in government bonds and real estate
assets subject to market fluctuations. The result of
the above is a systemic tension where insurers face
conflicting reporting standards, where compliance
with one authority may inadvertently violate the
principles of the other.
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C. Profit Recognition Timing: TIRA requires insurers
to smooth profits over time, but TRA’s tax approach
demands immediate recognition of income, creating
cash flow mismatches.

2. The Mismatch between Tanzanian Tax Laws and
IFRS 17.

IFRS 17 , which took effect in January 2023, represents
a global benchmark for insurance accounting. It requires
insurers to recognize revenue based on the delivery of
services over time (an accrual-based approach), rather
than when premiums are received. This shift ensures
that revenue recognition aligns with the actual risk
coverage provided, promoting transparency & accuracy
in financial reporting.

However, Tanzania’s tax system, as administered by the
TRA operates on a cash-based taxation model. This
means insurers are taxed on premiums received upfront,
regardless of whether the associated services have
been delivered. This fundamental mismatch creates
significant challenges for insurance companies, as it
forces them to pay taxes on unearned income. For
example, consider an insurance company that sells a
5-year car insurance policy for TZS 5,000,000. Under
IFRS 17, the company would recognize TZS 1,000,000
annually over the five-year period, reflecting the gradual
provision of coverage. However, TRA's cash-based
system requires the insurer to pay taxes on the entire
TZS 5,000,000 immediately, even though the company
has not yet fulfilled its contractual obligations. This
mismatch causes Insurers to face significant tax
liabilities before they incur corresponding claims
expenses, which strains their cash flow and limits their
ability to invest in growth or innovation.

3. Excessive taxation imposed on reinsurance and
insurance premiums

In Tanzania the primary outset law (among others) that
governs the taxation of insurance packages is the
Income Tax Act Cap 332 as amended. Section 83,
paragraph 4 C(ii) of the 1st Schedule of the Income Tax
Actimposes a 5% withholding tax on foreign reinsurance
transactions. Reinsurance plays a crucial role in
stabilizing the insurance market by allowing insurers to
transfer portions of their risk to larger global entities,
ensuring financial resilience in the event of large or
unexpected claims. However, the additional tax burden
on reinsurance premiums makes it more expensive for
insurers to obtain adequate risk coverage, ultimately
driving up the cost of insurance services. As a result,
insurers are forced to pass these costs onto
policyholders in the form of higher premiums, making
insurance less accessible and affordable.

The impact of this tax extends beyond insurers and
policyholders; it also weakens market competition. Since
foreign reinsurers provide essential financial backing for
local insurers, increased taxation limits their ability to
offer competitive products and may discourage
international reinsurers from engaging with the
Tanzanian market. In countries with more favourable tax
structures, insurers benefit from more cost-effective
reinsurance arrangements, allowing them to offer
better-priced products and expand coverage options.
Without policy adjustments, Tanzania risks stifling its
insurance market growth and discouraging foreign
investment in the sector.

Similarly, the imposition of Value Added Tax (VAT) on
insurance premiums further inflates costs & discourages
uptake, particularly among small businesses & individu-
als. According to Section 88, subsections (1) and (2) of
the VAT Act, when an agent or broker represents an
insurer, all tax documentation must be issued under the
insurer’'s name, including VAT registration. However, if
the agent or broker meets the VAT threshold, their
earnings such as commissions, fees, and premiums
become subject to VAT. This creates a situation where
taxation is applied at multiple points in the insurance
process, increasing the overall cost of coverage and
raising concerns about potential double taxation. In
many countries, essential insurance services, such as
life, health, and agricultural insurance, are exempt from
VAT or subject to reduced tax rates to encourage
broader adoption.

However, in Tanzania, VAT applies to most insurance
products such asproperty and motor insurance, which
are crucial for both individuals and businesses, making
them more expensive and limiting penetration rates,
which are already low compared to global standards. For
example, businesses that require property or liability
insurance to operate legally face higher compliance
costs, while individuals seeking personal insurance may
opt out altogether due to affordability concerns.

4. The reliance on realization-based taxation.

One of the major issues is the reliance on realiza-
tion-based taxation, which affects how investment gains
and losses are recognized. Insurance companies, like
other financial institutions, invest heavily in bonds and
other financial assets to maintain liquidity and meet
long-term liabilities. However, the current tax system in
Tanzania does not adequately account for the impact of
market fluctuations on these investments, leading to
distortions in tax treatment and financial reporting. For
instance, the taxation of investment income; when
interest rates fluctuate, the value of fixed-income
securities changes, creating either capital gains or
losses. Under Tanzania’s tax framework, these gains
and losses are only recognized upon sale rather than as
they accrue. This creates a timing mismatch, particularly
when insurers hold bonds at a discount. For example, if
an insurer purchases a bond at TZS 83 million that will
mature at TZS 100 million, the implicit gain of TZS 17
million is only taxed at maturity, even though the
insurer’'s financial position improves over time.
Meanwhile, the financing costs of purchasing such
assets may be deducted immediately, creating an imbal-
ance in taxable income recognition.

Additionally, Tanzania’s tax laws do not adequately
address the impact of adverse selection between assets
and liabilities. Insurance companies attempt to match
their assets & liabilities to mitigate the effects of interest
rate fluctuations. However, if only the asset-side losses
are recognized for tax purposes, while corresponding
liability reductions are ignored, an insurer can report
artificial losses and reduce its tax burden. This issue is
particularly problematic in the insurance sector, where
liabilities are often in the form of reserves that are
sensitive to interest rate changes. Without proper
adjustments, insurers may benefit from tax reductions
that do not accurately reflect their true financial position.
Asset-versus-asset adverse selection further
complicates the taxation landscape. Insurance
companies frequently hold large investment portfolios,
including stocks and bonds. Under realization taxation,
insurers can selectively sell loss-making assets to
generate deductible losses while holding onto profitable
investments to defer tax liabilities. This creates an
uneven playing field, where insurers can manipulate
their taxable income through strategic asset sales.
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The path forward

. Tanzania should consider adopting alternative tax structures such as
premium-based taxation, where insurers pay a fixed percentage on
premiums collected rather than on corporate profits. A capital-based
taxation model could also be introduced, ensuring that insurers
contribute to revenue collection without being penalized for long-term
investment strategies. Amendments to tax laws should allow insurers to
choose between standard corporate tax and an alternative
premium-based tax structure, while a pilot capital-based tax model
should be tested for large insurers with significant reserve holdings.
These reforms would create tax stability, encourage long-term
investment planning, and prevent tax-driven financial manipulation,
ensuring a fair and efficient tax environment for insurers.

. Harmonizing tax and regulatory requirements is crucial to preventing
these conflicts. The tax laws should allow insurers to deduct reserves
required by TIRA, ensuring they are not taxed on non-distributable
income. A joint working group between TIRA and TRA should be
established to standardize financial reporting for both tax & regulatory
compliance. Aligning asset valuation methods between the two
authorities would also prevent artificial inflation or deflation of taxable
income. To achieve these reforms, an insurance-specific tax code
should be introduced, recognizing TIRA's solvency requirements as
part of TRA’s tax assessment process. A binding policy directive should
also be issued to ensure that TRA considers regulatory reserves as
valid deductible expenses. These measures would reduce tax disputes,
improve stability in the insurance sector, and ensure insurers remain
financially solvent while meeting their tax obligations.

3. Strengthening regulatory collaboration & industry dialogue is essential

to ensuring the success of these reforms. The lack of structured
dialogue between TRA, TIRA, and the insurance industry has led to
policy misalignment, tax disputes, and regulatory inefficiencies. A
permanent tax-insurance advisory committee should be established,
comprising representatives from TRA, TIRA, insurers, and independent
tax experts. This committee would conduct annual regulatory reviews to
assess the impact of tax policies on the insurance sector and develop a
public-private insurance tax strategy, ensuring industry input in
legislative reforms. To institutionalize these efforts, joint stakeholder
forums should be introduced between TRA and the insurance industry,
and TRA and TIRA should be mandated to issue harmonized tax
interpretations for insurers. These measures would promote clearer
and more consistent tax policies, enhance trust between regulators and
industry players, and facilitate proactive policy adaptation to global
financial standards.

. Aharmonized regulatory dialogue would also facilitate the alignment of

tax laws with international financial reporting standards, particularly
IFRS 17, which governs insurance contract accounting. By mandating
TRA and TIRA to issue harmonized tax interpretations for insurers,
policymakers can eliminate ambiguity, improve tax compliance, and
ensure that Tanzania’s insurance sector remains competitive within the
regional and global financial landscape.

Conclusion

Overall, the taxation of insurance companies differs from that of other financial
institutions due to the long-term nature of liabilities, the importance of reserve
accounting, the treatment of investment income, and the complex interplay
between risk pooling and financial intermediation. Policymakers must balance
the need for revenue generation with ensuring a fair and efficient tax system
that does not distort the insurance market or create unintended economic
incentives. The global nature of the insurance industry further necessitates
harmonized international tax standards to prevent tax base erosion and
ensure fair competition among insurers operating in different jurisdictions.

. Short-term financial intermediation involves financial institutions facilitating the flow of funds for businesses and individuals with
immediate needs, such as covering expenses or short-term investments, typically with repayment periods under a year.

2. The long-term combination or sharing of resources, risks, or benefits, often for mutual benefit or risk mitigation.

3. Actuarial computations are calculations used to determine the financial implications of future events, such as death, disability,

retirement, or investment returns.

first insurance.

. Also known as the "prudence concept," guides accountants to err on the side of caution when faced with uncertainty in financial

reporting.

5. International Financial Reporting Standard on Insurance Contracts, is a set of accounting standards that governs the
accounting treatment for insurance contracts, aiming to provide a uniform and transparent framework for financial reporting
6. across the insurance industry.
An arrangement whereby an insurer transfers all or part of a risk to another insurer to provide protection against the risk of the
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TAXATION AND LEGAL CONSIDERATIONS
IN CROSS-BORDER MERGERS AND
ACQUISITIONS IN TANZANIA

Cross-border mergers and acquisitions (M&As) have Legql Frqmework 1. Asset Transfer

become a strategic tool for companies seeking to expand

their footprint in the global business landscape. However, The legal framework governing M&As in Tanzania is An asset transfer involves the sale of specific business

these transactions involve intricate legal and tax primarily set out under the Fair Competition Act, Cap 285, assets rather than shares in a company. This structure

considerations that must be carefully navigated to ensure EiE i T Income Tax Act (RE. 2019), the Value Added Tax Act allows buyers to selectively acquire assets while

compliance with relevant laws and regulations. %;t E: %;_f (CAP 148. RE. 2019), the Companies Act, Cap 212, Capi- excluding liabilities. Key tax and legal considerations
B "“M“L tal Markets and Securities Act, Cap 79 and their regula- include:

Thanks to globalization, now it is possible for businesses E’:..:i : _E:: B ﬁg tions. Additionally, sector-specific laws and regulations,

in different countries to come together as a single entity L 2 E-: such as those governing taxation, banking, telecommuni- i. Capital Gains Tax (CGT) — The sale of business

with the sole aim of pushing their business agenda in the B = cations, and mining, impose further requirements. The assets attracts CGT at 10% for resident sellers and

global market. Through cross border mergers and o Tanzania Revenue Authority (TRA) also plays a crucial 30% for non-residents.

.- A

role in determining the tax treatment of such transactions,
particularly in the context of capital gains tax,
value-added tax (VAT), and transfer pricing regulations.

acquisitions, businesses have been able to easily spread
their operations into other countries that due to market
and logistical demands it could have been very difficult to
set up a business. However, the success of cross border
mergers and acquisitions depends on a number of factors
that ought to be fully met in order to guarantee that
success will be realized and maintained all through the
years of operation in this new market.

AL

ii. Value Added Tax (VAT) — The transfer of assets is
subject to 18% VAT unless it qualifies for an exemption
as a "Transfer of a Going Concern" (TOGC).

tgyil

| iR

iii. Stamp Duty — The transfer of immovable property

Key regulatory bodies involved in cross-border M&As may attract stamp duty based on the property’s value.
include:

iv. Regulatory Approvals — Depending on the nature of

i. The Fair Competition Commission (FCC), which assets, additional approvals may be required (e.g, land

assesses the competitive impact of transactions. transactions need approval from the Ministry of

This piece focuses on the key tips surrounding taxation Lands). For example:

and legal considerations that investors and businesses
should be aware of when engaging in cross-border M&A
transactions with Tanzanian companies.

i. The Tanzania Revenue Authority (TRA), which
oversees tax compliance. * Land transactions must be approved by the Ministry

ii. The Business Registrations and Licensing Agency of Lands.
(BRELA), responsible for corporate compliance.

* Transfer of mining assets (e.g., mining licenses,

iv. The Capital Markets and Securities Authority (CMSA), exploration licenses, and mineral rights) requires

The definition of merger in the Competition Act states that it's an acquisition of shares, business or assets resulting in which regulates public company transactions. approval from the Mining Commission.

“change of control.” What constitutes “change of control” has always been an ambiguity as the Competition Act does not o _ _
define the same. However, a Fair Competition Tribunal case, defined change of control for purposes of merger and * Telecommunications infrastructure transfers require
approval from the Tanzania Communications Regula-

acquisitions, as: Asset Transfers & Equity tory Authority (TCRA).
Transfers

2. Equity Transfer

_ o o _ _ : M&A's have the choice of doing them structured /  imple- ) ) )
“‘the potential ability of the acquiring firm to materially influence the business policy and mented in Tanzania through either asset transfers or An equity transfer involves the sale of shares in a

operations of the Target firm in the post-merger scenario irrespective of size of ownership equity transfers, each with distinct legal and tax company, resulting in a change of ownership without
change.” implications: affecting the company’s underlying assets. Key tax and

legal considerations include:
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i. Capital Gains Tax (CGT) — Gains from the sale of
shares in a Tanzanian company are subject to CGT at
10% for resident sellers and 30% for non-resident
sellers.

ii. Stamp Duty — A 1% stamp duty applies on the transfer
of shares.

iii. Regulatory Approvals — Share transfers may require
approval from sector-specific regulators or govern-
ment authorities. For example: -

* If the target company is listed on the Dar es Salaam
Stock Exchange (DSE), approval from the Capital

Markets and Securities Authority (CMSA) is required.

* If the transaction meets merger notification thresh-
olds under the Fair Competition Act, approval from
the Fair Competition Commission (FCC) s
mandatory.

Other sectoral approvals may apply, such as those
from the Bank of Tanzania (BoT) for financial
institutions or the Tanzania Communications
Regulatory Authority (TCRA) for telecom companies.
Etc.

In an asset transfer, the buyer acquires specific assets,
allowing for greater flexibility in tax planning. Certain
assets, like movable property, may avoid stamp duty, and
VAT may be exempt if the transaction qualifies as a
TOGC. This type of transfer can also help minimize tax
liabilities by selectively transferring assets. However,
asset transfers can still incur significant costs, such as
VAT (unless exempt) and stamp duty on immovable
property, which is typically 1% of the property’s value.

In contrast, equity transfers tend to be simpler, with the
buyer acquiring the entire company and maintaining
continuity of existing contracts or circumstances.
However, the full transaction value is subject to stamp
duty (usually 1% of the share transfer value), and
non-resident sellers may face higher CGT on the sale of
shares, making this less tax-efficient compared to asset
transfers.

In conclusion, both asset and equity transfers present
unique tax considerations that must be thoroughly
assessed when structuring a transaction. While asset
transfers offer more flexibility, allowing the buyer to
strategically select assets and potentially reduce tax

* Liability Management: Asset transfers allow buyers
to selectively exclude liabilities, minimizing exposure
to undisclosed or past obligations. In contrast, equity
transfers involve acquiring the entire company,
including any liabilities—known or unknown—which
could lead to unforeseen risks.

* Regulatory Approvals: In highly regulated
industries or transactions, share acquisitions often
require strict approval from regulators, making asset
transfers a preferable option when dealing with
industries that impose such controls. This can
streamline the transaction process and avoid delays.

* Continuity of Contracts: Equity transfers maintain
the continuity of existing contracts and business
relationships, as the company retains its legal
identity. In asset transfers, however, new contracts
may need to be negotiated or third-party consent may
be required, adding complexity to the transaction.

Combining both Methods

Other Considerations

Beyond the structural and tax implications, several other
factors influence cross-border M&A transactions in Tanzania:

* Foreign Ownership Restrictions: Certain industries,
such as mining and telecommunications, impose
restrictions on foreign ownership, requiring compliance
with sectoral laws. Ensuring compliance with these
sectoral regulations is vital to avoid potential legal
challenges or the invalidation of the transaction.

°

Transfer Pricing Compliance: Cross-border M&As
involving related parties are subject to Tanzania’s
transfer pricing regulations, which require that
transactions be conducted at arm’s length. For
example, if a Tanzanian subsidiary is selling goods to
its foreign parent company, the pricing must reflect
market rates to avoid potential tax adjustments or
penalties by the Tanzania Revenue Authority.

* Employment Law Implications: Changes in
ownership, whether through asset or equity transfers,
can trigger employment law obligations. This may
include severance or redundancy payments if jobs are

In some cases, both asset transfers and equity transfers can
be utilized simultaneously in a hybrid structure. This may
occur when the parties wish to selectively acquire certain
assets (e.g., intellectual property or specific contracts) while
also acquiring ownership of the company through equity
transfer.

liabilities, they can also incur significant costs such as
VAT and stamp duty on immovable property. On the other
hand, equity transfers offer simplicity and continuity,
making them a straightforward option, but they may result
in higher CGT for non-resident sellers and a full stamp
duty liability on the share transfer. Ultimately, the decision

between an asset and equity transfer should be based on . o R
the specific objectives of the transaction, the parties' tax A hybrid structure allows the buyer to address both liability

profiles, and the nature of the assets involved. Neither management & asset acquisition goals, while also navigating
option is universally superior; rather, the best choice will regulatory requirements in complex transactions.

depend on the desired balance between tax efficiency,
operational continuity, and transaction complexity.

impacted, as well as compliance with the Employment
& Labour Relations Act, which mandates the protection
of workers' rights during mergers or acquisitions.
Companies may also need to renegotiate employment
contracts or address union concerns.

Choice between Asset
Transfers & Equity Transfers

The decision between an asset transfer and an equity
transfer is influenced by various legal and tax considerations,

including: Post-Merger Integration: Effective post-merger

integration is essential for realizing the value of the
transaction. This process involves aligning corporate
structures, harmonizing operational practices, and
managing cultural integration between merging
companies. For instance, if a Tanzanian company
acquires a foreign entity, it may need to reconcile
differences in operational practices, labor laws, and
corporate governance to ensure a smooth transition
and sustainable long-term growth.

* Tax Efficiency: Both asset and equity transfers
carry distinct tax implications that must be carefully
considered in structuring a transaction. Capital Gains
Tax (CGT) applies to both, with varying rates based on
the seller's residency status. Asset transfers may
also incur VAT unless exempt as a Transfer of a Going
Concern (TOGC), and immovable property may be
subject to stamp duty. Similarly, equity transfers are
subject to stamp duty on the share transfer.

By carefully evaluating these factors, parties can determine
the most suitable structure for their transaction based on their
tax, regulatory, and commercial objectives.
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» Thin Capitalization Rules: If the acquisition is Conclusion
debt-financed, the Thin Capitalization rules are crucial

to determine whether interest payments on the debt
can be deducted for tax purposes. A debt-to-equity ratio
exceeding 7:3 can restrict interest deductibility for
foreign-controlled entities, which may affect the overall
cost of financing and profitability of the transaction.

Cross-border M&As in Tanzania offer significant growth
opportunities but require a thorough understanding of the
legal & tax implications. Whether opting for an asset transfer
or an equity transfer, businesses must strategically evaluate
regulatory requirements, tax exposure, and operational
considerations. Engaging experienced legal and tax advisors
is crucial to ensuring a smooth and compliant transaction that
maximizes value for all parties involved.

* Due Diligence & Risk Assessment: Comprehensive
due diligence is essential to uncover any existing
liabilities, legal disputes, tax obligations, or compliance
gaps that could affect the value or structure of the deal.

Conducting thorough due diligence helps mitigate the For expert legal guidance on cross-border M&A transactions
risks of unforeseen costs or legal challenges after the in Tanzania, feel free to reach out to our firm for tailored
acquisition. advisory services.

These factors, while often overlooked in the heat of
negotiations, can significantly impact the success of
cross-border M&A transactions in Tanzania and must be
factored into any deal structure.

DISCLAIMER

The information provided herein is for general informational purposes only and does not constitute legal, financial, or
professional advice. While every effort has been made to ensure the accuracy and completeness of the content, the
regulatory and legal landscape may change, and specific circumstances may require tailored guidance. We will not
assume liability for actions taken or omitted based on this information.

Should you require formal legal advice, please feel free to reach out to us so as we can address your specific needs.
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