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Welcome to the second edition of our  
Tax in Africa survey. While we see interest 
in doing business in Africa growing, and 
with that foreign investment in the various 
countries, we also see a growing need for 
guidance and best practice in terms of tax and 
regulation. This survey provides an overview 
of experiences, best practices and analyses of 
the realities of doing business in Africa. 

The most significant findings confirm that 
doing business on the African continent is 
still a fairly large challenge. In particular, 
areas such as obtaining certainty around the 
application of legislation and discussing/
negotiating with the tax authorities remain 
challenging. Another interesting conclusion 
is that tax is still considered to be one of 
the primary constraints on doing business 
in Africa. This is a unique challenge, since 
business considerations should ideally be 
leading decision making, with tax matters 
following as a mere formality. The tax 
challenge is probably one of the reasons for 
the relatively high appetite for tax planning.

In addition to presenting our analysis of 
survey results, we also provide in-depth views 
on two topical tax issues. One considers the 
challenges of doing business in one of Africa’s 
most vibrant emerging economies: Angola; 
while the other discusses the impact of the 
ongoing focus on base erosion and profit 
shifting, which our feedback suggests will 
be a more significant concern for companies 
operating in the US and Europe than those in 
Africa.

The success of this survey is directly 
attributable to the enthusiastic input of the 
participants and we thank each of them 
for taking the time to make a valuable 
contribution. 

We hope you find the results of the survey 
informative and useful. We would also 
welcome any feedback and comments you 
would like to share with us.

Paul de Chalain 
Tax Leader, PwC Africa
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This survey was initiated by PwC’s Africa Desk, which assists clients in setting up 
and managing their operations in Africa. Given our extensive practical experience 
in helping clients do business in Africa, this report provides discussions of feedback 
received from survey participants as well as additional analyses based on our 
extensive knowledge and understanding.

About the survey
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Methodology
Invitations to participate in an 
anonymous online survey were sent 
to international tax clients in various 
industries with operations in Africa. A 
total of 39 respondents completed the 
survey, which was made up of questions 
about tax, business and regulatory 
challenges facing companies operating 
in Africa. Since not all questions were 
relevant to all respondents, not all 
questions had the same response rate, 
and this is indicated. A breakdown of 
respondents by location is shown in 
Figure 1.

A note on percentages

Not all figures add up to 
100% due to rounding of 
percentages and the fact 
that not all respondents 
answered all questions. 
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Figure 1: Respondents’ location

 

Most respondents’ companies have 
been operating on the African continent 
for more than five years, while more 
than two-fifths (44%) have been active 
for more than ten years. Given this 
level of on-the-ground experience, we 
are confident respondents’ feedback 
represents a genuine understanding and 
appreciation of the real challenges of 
doing business in Africa.

Figure 2: Years operating in Africa (outside of South Africa)

 

Base: 39

Few, if any, of the companies surveyed 
do business in every African country, so 
all responses should be interpreted in the 
context of the universe of countries they 
are active in. In addition, some countries 
are attracting more foreign investment 
than others – and it stands to reason that 
countries in which companies do more 
business may be likely to cause them 
more problems.
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Executive summary
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Africa is popularly regarded as the land 
of opportunity, but just as there are 
many opportunities, so there are many 
challenges to doing business. As GDP 
growth rates are growing significantly, 
the level of legislation, knowledge and 
capacity to enforce legislation is being 
outpaced. In our work, for example, 
we come across many companies 
that are struggling with compliance, 
interpretation and application of 
legislation.

The aim of this survey is to provide you 
with a convenient and comprehensive 
overview of the main challenges faced by 
multinational companies doing business 
in Africa. Although there is not always 
a simple solution available, the fact that 
other companies are facing difficulties 
as well can be helpful in recognising 
challenges and initiating discussions 
about how to approach them. 

A similar survey was conducted in 2007 
and, where it is relevant, we have made a 
comparison in our analyses between the 
2007 and 2013 results.

Our main findings:

•	 The countries that were considered 
as difficult countries to do business 
in, from both a tax and regulatory 
perspective, have remained largely 
the same. These include the DRC, 
Angola, Nigeria and South Africa. 
Mozambique is a newcomer to the list.

•	 Overall, tax is mentioned as the 
second-most significant threat for 
companies doing business in the 
African countries, after political 
instability.

•	 Certainty around the tax position 
remains one of the main concerns for 
companies doing business in Africa.

•	 While withholding taxes and 
expatriate taxes were considered to 
be the biggest challenges in the 2007 
survey, transfer pricing has become 
a focal point for companies. African 
countries are gaining more knowledge 
and sophistication, and some have 
already implemented specialised units 
for transfer pricing. 

•	 The number of tax audits has 
increased significantly. One reason 
for this is that tax authorities have 
improved their knowledge and 
capacity. Another we encounter is that 
tax authorities initiate audits in order 
to meet certain revenue deadlines and 
targets. In this respect, it is noticeable 
that the exchange of information 
between countries is also receiving 
greater attention.

•	 While awareness of the importance 
of taxation has increased, fewer 
companies have implemented a tax 
strategy than in 2007.

•	 Appetite for tax planning was already 
very high in 2007 and in 2013 it 
remains so. 

•	 Companies want their tax advisors to 
develop an improved understanding 
of their businesses and risk profiles 
while also being more commercially 
minded. Sound technical abilities, 
and the capacity to provide 
practical, cost-effective advice and 
deliver it timeously, remain the top 
requirements from advisors. 

•	 While base erosion and profit shifting 
are coming under greater scrutiny 
internationally, companies active in 
Africa are split about the impact these 
have.

Top ten tips for thriving in the Africa tax landscape

The following may appear simplistic and 
commonsensical but they are absolutely 
essential for having an easier experience 
in dealing with tax matters in Africa:

1. Desk research is not enough. 
Develop a practical understanding 
of the local tax and regulatory 
environment while working with 
advisers who do.  

2. Ensure that your company holding 
structures as well as your operating 
and exit strategies provide sufficient 
flexibility, substance and tax 
efficiencies/access to tax treaties.

3. Keep a tight control on the cash 
taxes deducted at source in the form 
of withholding tax. Where the tax is 
not legally due, strive to avoid paying it 
as it is often difficult to get refunds.

4. When having discussions or 
negotiations with the tax and 

regulatory authorities, engage 
appropriate senior officers at the 
authorities and ensure that you are 
accompanied by knowledgeable 
and pragmatic advisers who 
understand the local business culture/
environment.

5. Do not conclude tax settlements 
outside set formal procedures. 
Ensure you receive appropriate 
supporting documentation for taxes 
paid and/or agreements reached with 
regulatory authorities. 

6. Understand the applicable rules 
relating to exchange control and 
immigration regulations in order 
to avoid having trapped funds and 
scared employees respectively.

7. When reorganising a group 
structure that overlaps multiple 
jurisdictions, seek advice to ensure 
that any related tax implication 

triggered in other territories is 
well understood and managed.

8. Get reliable access to changes in 
the tax and regulatory landscape 
and manage how these affect your 
business in the local territory and as a 
group.

9. Transfer pricing is now being 
practically implemented across Africa; 
therefore, ensure that profits are 
allocated to the appropriate entities 
and all relevant transfer pricing 
policies are duly supported with 
appropriate documentation.

10. Keep up to date with tax 
compliance and ensure that you 
receive proof of the returns filed and all 
payments made.
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Countries posing the most 
difficult tax challenges
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Together, Mozambique, Nigeria and 
the DRC were identified by almost half 
of respondents (48%) as being the 
countries that pose the most difficult 
tax challenges. Mozambique heads the 
list, with nearly one in five respondents 
(18%) identifying it as presenting 
the most difficulties. Respondents’ 
comments suggest problems reclaiming 
VAT and the language barrier between 
Portuguese and English are among the 
most significant issues companies are 
facing.
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Figure 3: Countries presenting the most difficult tax challenges

Q: Please rank the three African countries that present the most difficult tax challenges for your company 

(1 being the most difficult, 2 the next most difficult, and 3 the third-most difficult).

  

Base: 39

The DRC and Nigeria were both 
identified by 15% of respondents as 
the most difficult countries from a tax 
perspective. Nigeria’s overall ranking 
as the top third-most difficult tax 
jurisdiction, with no less than 38% 
of respondents identifying it as such, 
suggests respondents may find it the 
most difficult country they operate in. 
This is an increase of three quarters 
since the 2007 survey, when 22% of 
respondents rated Nigeria among the top 
three.



9  |  Africa Tax Survey 2013

In addition, we encounter arbitrary 
tax audits and taxation on deemed 
profits with very significant penalties. 
If a company subsequently wishes to 
challenge such an assessment before 
a court, a significant down payment is 
required. 

The DRC has two double tax treaties 
(with Belgium and South Africa) in 
place, but in practice neither is applied. 
Both are awaiting practical application 
and  the tax authorities in the DRC 
have so far not issued guidance on how 
to apply the treaty, posing significant 
difficulties for many companies.

Nigeria continues to generate a lot 
of investment traffic, largely due to 
its natural resources, population and 
potential market size. However, the 
Nigerian tax and regulatory system 
has not been revised for some time 
and is increasingly failing to reflect 
contemporary economic realities. 

For instance, branch operations are not 
permissible in Nigeria and a number 
of the current tax and regulatory 
provisions, established during the 
colonial era, are often a deterrent to 
business. Examples of this include the 
commencement rule provisions and 
absence of clear guidance on corporate 
restructuring. The fact that there are 
three tiers of government in Nigeria with 
varying taxing powers tends to create 
a multiplicity of taxes with associated 
hurdles. 

Respondents’ feedback highlights the 
challenges they have experienced in 
Nigeria:

•	 Difficulties complying with tax law 
as the revenue authorities adhere 
to prevailing practices rather than 
legislation;

•	 In the case of withholding tax, there 
appears to be a desire by revenue 
authorities to interpret the law 
in extremely unrealistic ways to 
maximise revenue, which bears no 
relation to business reality;

•	 A lack of understanding of tax laws by 
the authorities and their application 
on different types of companies;

•	 A lack of commitment by revenue 
authorities to reply to companies’ 
objections and pay refunds in 
accordance with deadlines set down 
in law; and

•	 A lack of knowledge by officials 
about the realities of how businesses 
actually operate. For instance, 
authorities usually refund tax 
receivables only after having audited 
the company’s figures, while the 
cash inflow is very important for the 
company. 

The DRC was considered among the 
top three most difficult countries to 
do business in by 17% of respondents 
in our 2007 survey, climbing to 23% 
in this year’s survey. From experience, 
we know that the large variety of taxes 
payable in the DRC makes it difficult for 
companies to monitor whether they are 
in compliance. Furthermore, regulation 
is not always clear cut, which makes it 
very difficult to engage with authorities 
about the application of certain tax 
legislation. 

“The Nigerian way of business is very challenging 
as customers and suppliers tend to not always 
operate as agreed beforehand.”

“In Mozambique, 
the language can 
be a constraint and 
increases the difficulty 
in understanding 
the regulatory 
environment.”
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Figure 4: Countries presenting the most difficult business and regulatory challenges

Q: Please rank the three African countries that present the most difficult business and regulatory challenges for 

your company (1 being the most difficult, 2 the next most difficult, and 3 the third-most difficult).
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As we found in our 2007 survey, the 
DRC (18%), Nigeria (15%) and Angola 
(13%) were mentioned among the 
most difficult countries in which to do 
business.

A further 10% of respondents consider 
South Africa to be the most difficult 
place from a business and regulatory 
perspective. Overall, South Africa was 
considered by one third of respondents 
(33%) to be among the three most 
difficult countries in which to operate, 
cumulatively making it the most 
difficult.

South Africa’s position is somewhat 
surprising, as in our experience countries 
like Angola, Mozambique and the DRC 
pose far greater practical difficulties 
for businesses. However, respondents’ 
feedback suggests South African foreign 
exchange control regulations and other 
restrictions present significant obstacles. 
In addition, such rules are a hindrance 
to South Africa achieving its ambition of 
becoming a hub for regional investment. 

“Angola is a 
country with ample 
opportunities but 
the complex business 
and regulatory 
environment makes it 
difficult to penetrate or 
operate in.”

Countries presenting 
the most difficult 
business and regulatory 
challenges
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One of the ways that the South African 
Government has found to ease the 
burden of foreign exchange controls, has 
been the introduction of South African 
holding companies for African and 
offshore operations, beginning 2013. 
Entities listed on the Johannesburg 
Stock Exchange may now establish 
one subsidiary in South Africa to hold 
African and offshore operations, which 
will not be subject to South African 
foreign exchange restrictions. 

So far, we have not yet seen many 
of these subsidiary companies being 
established and it will be some time 
before it will be possible to assess the 
success of this initiative. The facility ties 
in with the South African headquarter 
company regime, which also aims 
to promote South Africa as a hub for 
African investments. The regime’s 
primary focus is to provide a tax benefit, 
but it may also provide exchange control 
benefits.

Turning to the DRC, although it is 
still considered fairly difficult to do 
business there, we have seen significant 
improvements in the last five years. 
Despite its long history of conflict, the 
level of the DRC Government’s efforts 
to attract investments, especially in the 
extractive industry, remains high.

Major changes in the tax and regulatory 
environment have been made to 
complement the attractiveness of the 
investment climate. In our experience, 
however, it remains to be seen whether 
these regulatory changes have the 
desired effect, considering that getting 
clarity on the provisions of existing 
regulations is already very difficult. 

Tax authorities in the DRC are also 
perceived by respondents to be very 
aggressive in taking views on the 
application of the law and the continuing 
threat of imprisonment to defaulting 
taxpayers remains an important concern. 

“Disagreements between different 
government departments in Equatorial 
Guinea regarding the same issue present the 
most difficulties to us.”

“Documentation requirements to move 
equipment into and out of Angola are 
extremely onerous.”

“In Tanzania, all 
territories suffer 
from the arbitrary 
application of political 
rulings that may have 
nothing to do with the 
law.”
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•	 Angola: More challenging than most

•	 One of the countries that stands out as one 
of the more difficult in which to operate 
is Angola. Given the increasing interest in 
Angola as an investment destination and 
its rapidly expanding economic potential, 
we thought it would be useful to elaborate 
on some of the challenges encountered in 
Angola. 

•	 The substance of this article has been 
extracted from PwC’s Paying Taxes 2013 
report, in which Angola ranks 154th out 
of 185 countries. It also ranks 172nd in 
the World Bank and IFC’s Ease of Doing 
Business Index.

•	 The number of hours spent on tax matters 
has not fallen since the study began eight 
years ago and still averages 282 hours, 
while the number of tax payments has 
remained unchanged at 31, reflecting a 
lack of electronic filing and payment across 
each of the major taxes. The total tax rate 
has also consistently been just over 53% 
during the study period.

•	 The oil sector plays an important role in the 
Angolan economy, currently accounting for 
over 95% of export revenue and more than 
75% of national budget revenue, according 
to the International Monetary Fund. 

•	 With a view to reducing dependency on the 
oil sector, the Government is implementing 
a number of measures aimed at diversifying 
the economy and increasing tax revenues. 
These include various tax reforms aimed at 
making the Angolan tax framework more 
simple and fair.

•	 New laws were published at the end of 
March 2012, which changed the investment 
income tax code, the stamp tax code and 
the consumption tax code:

•	 •	 Investment	income	tax

•	 The changes aim to widen the tax base for 
other income that was not subject to tax in 
prior legislation (e.g. interest from treasury 
bonds and bank accounts). This new 
regime also abolishes some exemptions 
granted previously and includes territory 
rules for the application of investment 
income tax. The penalties applicable have 
also been updated.

•	 •	 Stamp	tax

•	 Under the new stamp tax code, several 
pieces of legislation have been repealed 
as they are no longer applicable. The law 
is now clearer on the rules relating to 
assessment, settlement, exemptions and 
compliance obligations.

•	 •	 Consumption	tax

•	 Major changes were made to introduce 
new services that will be subject to this tax 
along with associated new procedures for 
assessment and payment. 

•	 Other changes relate to ensuring that 
exemptions available on the importation of 
goods are also granted for the same goods 
produced locally.

•	 Finally, changes have been made to 
clarify responsibility for the payment of 
consumption tax to ensure that it lies with 
the producer or supplier of goods or service 
provider, rather than the final consumer.

•	 Further change to the tax code is expected 
in the future, including updates to the 
general tax code, the tax procedure 
code, the corporate income tax code, the 
individual income tax code, and the big 
taxpayers regime. 

•	 Some of the most relevant changes 
expected include:

•	 •	 Corporate	income	tax

•	 - A reduction in the rate (35% to 30%) 
and an increase in the withholding rate to 
6.5%;

•	 - Additional disallowance of certain 
costs (e.g. interest on shareholders loans);

•	 - Changes to the depreciation rules 
and rates;

•	 - A neutral regime for mergers; and

•	 - New transfer pricing regulations and 
group taxation rules.

•	 •	 Personal	income	tax

•	 - Clarification of non-taxable limits for 
several types of income; 

•	 - Additional categories of income to 
become taxable; and

•	 - Various amendments to the tax rates.

•	 The government is also investing in 
updating its tax administration as part of 
the tax reform process, but there is still 
much to be done. Some of the priorities 
include better preparation and training 
of tax authorities’ staff, more guidance 
for taxpayers published by the tax 
authorities, the introduction of tax courts 
to resolve disputes between taxpayers and 
authorities, procedures to allow for tax 
refunds and the introduction of electronic 
filing and payment.

One of the countries that stands out as 
one of the more difficult in which to 
operate is Angola. Given the increasing 
interest in Angola as an investment 
destination and its rapidly expanding 
economic potential, we thought it would 
be useful to elaborate on some of the 
challenges encountered in Angola. 

The substance of this article has been 
extracted from PwC’s Paying Taxes 2013 
report, in which Angola ranks 154th out 
of 185 countries. It also ranks 172nd in 
the World Bank and IFC’s Ease of Doing 
Business Index.

The number of hours spent on tax 
matters has not fallen since the study 
began eight years ago and still averages 
282 hours, while the number of tax 
payments has remained unchanged 
at 31, reflecting a lack of electronic 
filing and payment across each of the 
major taxes. The total tax rate has also 
consistently been just over 53% during 
the study period.

The oil sector plays an important role 
in the Angolan economy, currently 
accounting for over 95% of export 
revenue and more than 75% of national 
budget revenue, according to the 
International Monetary Fund. 

With a view to reducing dependency 
on the oil sector, the Government is 
implementing a number of measures 
aimed at diversifying the economy and 
increasing tax revenues. These include 
various tax reforms aimed at making the 
Angolan tax framework more simple and 
fair.

New laws were published at the end 
of March 2012, which changed the 
investment income tax code, the stamp 
tax code and the consumption tax code:

•	 Investment income tax 
The changes aim to widen the tax 
base for other income that was not 
subject to tax in prior legislation (e.g. 
interest from treasury bonds and 
bank accounts). This new regime also 
abolishes some exemptions granted 
previously and includes territory 
rules for the application of investment 
income tax. The penalties applicable 
have also been updated.

•	 Stamp tax 
Under the new stamp tax code, 
several pieces of legislation have 
been repealed as they are no longer 
applicable. The law is now clearer 
on the rules relating to assessment, 
settlement, exemptions and 
compliance obligations.

•	 Consumption tax 
Major changes were made to 
introduce new services that will 
be subject to this tax along with 
associated new procedures for 
assessment and payment. 

Other changes relate to ensuring that 
exemptions available on the importation 
of goods are also granted for the same 
goods produced locally.

Finally, changes have been made to 
clarify responsibility for the payment of 
consumption tax to ensure that it lies 
with the producer or supplier of goods 
or service provider, rather than the final 
consumer.

Further change to the tax code is 
expected in the future, including 
updates to the general tax code, the tax 
procedure code, the corporate income 
tax code, the individual income tax code, 
and the big taxpayers regime. 

Some of the most relevant changes 
expected include:

•	 Corporate income tax

 – A reduction in the rate (35% 
to 30%) and an increase in the 
withholding rate to 6.5%;

 – Additional disallowance of 
certain costs (e.g. interest on 
shareholder loans);

 – Changes to the depreciation rules 
and rates;

 – A neutral regime for mergers; 
and

 – New transfer pricing regulations 
and group taxation rules.

•	 Personal income tax

 – Clarification of non-taxable 
limits for several types of income; 

 – Additional categories of income 
to become taxable; and

 – Various amendments to the tax 
rates.

The government is also investing in 
updating its tax administration as part 
of the tax reform process, but there 
is still much to be done. Some of the 
priorities include better preparation 
and training of tax authorities’ staff, 
more guidance for taxpayers published 
by the tax authorities, the introduction 
of tax courts to resolve disputes 
between taxpayers and authorities, 
procedures to allow for tax refunds 
and the introduction of electronic 
filing and payment.

Angola: More 
challenging than most

Pedro Calixto 
Country Senior Partner 
+244 227 286 109/11 
pedro.calixto@ao.pwc.com
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“In many cases even 
the local tax experts 
have differing views 
on the application 
of tax law due to the 
law generally being 
relatively ambiguous.”

“We have problems in almost every country we 
work in around clarity and interpretation of the tax 
regulations. We’ve got no desire to evade any taxes 
that are due, but it’s often unclear what the specific 
application should be in some cases.”

The vast majority of respondents (84%) 
say they only have a low or medium 
degree of certainty about the practical 
application of tax and regulatory 
legislation to their business operations 
across Africa. Just 3% said they enjoyed 
a high degree of certainty, while the 
remaining 11% reported having an 
extremely low level of certainty.

The realities of applying 
taxation and regulatory 
legislation

Very low degree
of certainty

Low degree
of certainty

Medium degree
of certainty

High degree
of certainty

3%

10%

38%

46%

Base: 39

Figure 5: Certainty over practical application of taxation and regulatory 
legislation

Q: What level of certainty do you have on the practical application of the taxation and regulatory 

legislation to your business operations across Africa?

  

This question touches on a very 
important issue that we encounter when 
assisting clients to do business in Africa. 
Often legislation is not clear and lack of 
interpretation guidance and case law 
makes it very difficult to consider the 
application of certain legislation in a 
specific situation.

In dealing with these kinds of challenges, 
we often find that obtaining guidance 
from the highest levels in each tax 
administration yields the best results. 
In cases where there is a double tax 
treaty in place, this refers not only to 
the country where the company is doing 
business, but also the home country. A 
double tax treaty is meant to prevent 
double taxation, which also means that 
companies can lobby tax authorities 
in their home country to increase the 
pressure on foreign counterparts, for 
example when a treaty is not properly 
applied. 
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Figure 6: Countries presenting the biggest risk of uncertainty about taxation and regulation

Q: Which countries pose the biggest risk of uncertainty about the application of taxation and regulatory laws in Africa?
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“Taxation policy can be aimed at certain industries and 
extractive industries face an uphill challenge.”

“The former Portuguese 
colonies apply tax laws that are 
not well aligned with the rest of 
the developing (and developed) 
world.”

Perhaps not surprisingly, many of the 
same countries – specifically Angola, 
the DRC and Mozambique – considered 
‘difficult’ in earlier questions, were also 
identified as presenting the highest 
levels of uncertainty regarding the 
application of taxation and regulatory 
laws. 
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Challenges facing tax functions
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Compliance was also seen as the biggest 
challenge in our 2007 survey, but the 
proportion of respondents recognising 
it as such increased by 14 percentage 
points in our latest results. At the same 
time, the gap between compliance and 
other challenges has widened. Global/
regional tax coordination also stands out 
as a problem, featuring among the top 
three challenges for 62% of respondents. 

Although individual countries present 
their own specific difficulties, we believe 
it is advantageous for tax functions to 
take a coordinated approach to dealing 
with multiple African countries. Benefits 
we have seen include being able to apply 
a uniform approach to all countries 
in structuring activities, which also 
supports the establishment of a uniform 
approach to transfer pricing.

Having a coordinated approach serves 
to ensure the lessons learnt in one 
territory can be applied in another, 
with a view to developing acceptable 
best practices. Engaging tax advisors 
with a well-established and integrated 
network to ease the challenges of 
dealing with multiple jurisdictions is also 
advantageous.

Figure 7: Most important challenges facing tax functions in their African operations

Q: Please rank the three most important challenges facing your tax function with regard to your African operations. 

(1 being the most important, 2 being the next most important and 3 being the third-most important.)

Compliance with tax legislation and 
practice is by far the biggest challenge 
facing the tax functions of companies 
doing business in Africa, with no fewer 

than 59% of respondents recognising it 
as their most significant challenge and 
95% including it among their top three 
challenges. 
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Levels of compliance

 

Base: 39

0 20 40 60 80 100 120

Full compliance

Partial compliance

Non-compliance

Payroll taxes – local employees

Corporate tax registration

Corporate tax filings

Directors' tax filings

Payroll taxes – expatriate employee tax filings

Consumption taxes (VAT, GST)

Withholding taxes

Payroll taxes – expatriate employees

Immigration regulations

Exercising of share options 26% 13% 54%

8% 26% 59%

8% 23% 64%

3% 31% 67%

3% 28% 67%

8% 21% 67%

13% 15% 69%

5% 23% 72%

5% 18% 77%

10% 5% 82%

Figure 8: Levels of compliance

Q: Indicate the extent to which you and your employees are compliant in the African countries 

in which you operate with respect to:

It is encouraging to see not only high 
levels of full compliance, but also 
low levels of non-compliance among 
respondents. These results show a vast 
improvement since the last survey, when 
the average percentage of non-compliant 
companies across all categories was 
22%, compared to 9% now.

One exception is the ‘exercising of share 
options’ category, where a quarter (26%) 
of respondents indicated they are not in 
compliance. While this clearly requires 
greater attention, it nevertheless shows a 
marked improvement from the 54% level 
of non-compliance registered in 2007.  

Problems with the exercising of share 
options is something we encounter in 
our work and the main reason for it 
is that many African countries do not 
have specific legislation with regard to 
the taxation of share options, or, where 
there is legislation, revenue authorities 
have very little experience with its 
application.
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“A lack of proper 
understanding and 
willingness to gain a 
proper understanding 
by tax authorities 
has led in the past 
to ridiculously high 
adjustments compared 
to the business results.”

“It is the changing environment that is the biggest risk as well as government’s inability to 
stabilise it.”

Political instability was identified as the 
single most significant threat to business 
growth in Africa by 33% of respondents, 
while nearly a quarter (23%) regard 
the tax burden to be the major threat to 
their businesses’ expansion. We find this 
high ranking for tax burden particularly 
worrisome. Taxes should not be a 
deterrent to doing business, particularly 
not in Africa, where most countries have 
ambitious development goals.

Threats to business 
growth
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Next to taxes, regulatory requirements 
and shortages of skilled personnel 
were mentioned as the top three 
most common threats to business 
growth overall. The shortage of skilled 
personnel is particularly concerning, 
given the high rate of economic growth 
being enjoyed in most countries. From 
our perspective, we recognise the 
skills shortage as probably the most 
concerning threat to business growth 
across Africa.

Figure 9: Top threats to business growth

Q: What is the top threat to business growth across Africa? Please rank the top three.

  

It is interesting to note that a lack of 
reasonable financing options does not 
feature as a perceived threat to growth. 
However, in our experience access 
to financing can pose a real threat to 
business growth. Furthermore, tax 
requirements can add to the difficulty. 
For example, many countries in 
Francophone Africa charge VAT on 
interest, which is not recoverable unless 
the lender is a resident. This means 
that the interest burden for a company 
is increased by the VAT rate, which can 
translate into a significant premium for 
doing business in those countries. 
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Tax risks
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Figure 10: Degree of risk associated with different types of taxation 

Q: What degree of risk do you associate with each of the following areas of taxation?
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Major risk: Withholding 
taxes 
Withholding taxes are a high-level 
concern for 63% of respondents in our 
survey. By global standards withholding 
rates are generally high in Africa, 
particularly when considering that 
corporate tax rates are significant as 
well. 

Such high levels of concern are nothing 
new. In our 2007 survey, virtually the 
same proportion of respondents also 
recognised withholding taxes as either a 
high or medium risk.

Upcoming risk: Transfer 
pricing
With over 80% of respondents now 
identifying transfer pricing as a medium 
or high-level risk, we note a significant 
increase in concern since 2007, with the 
proportion of respondents recognising a 
high degree of risk almost doubling.

Considering transfer pricing practices 
across Africa, we have found that it has 
become an area of greater risk, with 
several countries having put transfer 
pricing regulations in place or in the 
process of doing so. These include 
Kenya, Egypt, South Africa and Uganda. 

Overall, the introduction of reasonable 
transfer pricing regulations should 
be supported, since they will provide 
greater certainty to multinationals, 
lessen their tax risk and make 
host countries more attractive to 
multinational investors. At the 
same time, effective transfer pricing 
provides a country with the ability 
to protect its domestic tax base by 
collecting appropriate revenues from 
multinationals operating there.

“Withholding taxes 
are a focus point in 
Nigeria as we struggle 
to get the necessary 
documentation from 
our clients in order to 
obtain the tax credits.”

“VAT claims from revenue authorities are a key part of 
our business, so any delay has quite an impact on our 
operations’ cash flow.”
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This will not happen overnight, since 
most countries do not yet have the 
capacity practically to enforce the 
transfer pricing regulations they 
introduce. However, we have observed 
that some countries, notably Kenya 
and Egypt, are making significant 
strides in improving their knowledge 
and resources as well as establishing 
dedicated transfer pricing units so 
that they can effectively enforce the 
regulations. To illustrate this, since 
forming the transfer pricing unit in 2009, 
Kenya has collected an average of  
US$300 million per year from 
multinationals.

Some of the most common transfer 
pricing challenges we see in our work 
include:

•	 The lack of comparable transactions. 
Many countries are still very much 
in a development phase, with only 
a limited number of multinational 
companies active there. Hence, there 
is little information available to 
draw comparisons from and existing 
databases are based on experience in 
developed economies, which are not 
comparable.

•	 Many African countries are faced with 
the challenge of gaining sufficient 
knowledge and resources to apply 
the law. This will improve, but in the 
meantime, companies are typically 
faced with difficult discussions that 
are not necessarily based on existing 
transfer pricing guidelines. 

•	 Information exchange is very limited 
between the African countries. 
There are few double tax treaties 
or tax information exchange 
treaties in place, which would 
facilitate information exchange and 
standardisation.

“Indirect taxes 
definitely pose a 
greater risk than 
corporate taxes. It is 
difficult to monitor 
compliance with the 
large amount of ‘other 
taxes’ that apply in the 
different countries.”

Other risks
A significant number of respondents 
highlighted indirect taxes as an area of 
concern, suggesting that these taxes are 
often much more difficult to work with 
and recover than direct taxes. Since they 
can have a significant impact on cash 
flow, indirect taxes can even jeopardise 
the viability of a business.
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We asked respondents a range of 
questions to assess whether they 
have an adequate tax strategy in 
place and whether it has been 
properly implemented throughout 
their organisation. In analysing their 
responses, two issues stand out. Firstly, 
36% of respondents’ companies do 
not measure value creation as a key 
performance indicator for their tax 
functions. Secondly, 31% indicated they 

Tax strategy and tax 
planning
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Figure 11: Level of tax strategy implementation

Q: Tax strategy – Please indicate the extent to which the following have been implemented in your company with regard to your African operations:

While performance in some categories 
has improved, in others there have been 
some notable declines. In 2007, for 
instance, 70% of respondents reported 
that risks managed by the tax function 
were fully identified and reported. In 
2013 we find this has dropped to just 
41%. 

Similarly, responses to the questioning 
regarding ‘clear roles and responsibilities 
as a key performance indicator for the 
tax function’ show a marked decline 
from 60% fully implemented in 2007 to 
28% this year.

Overall, the situation seems to have 
worsened since 2007 and while it may be 
difficult to give an adequate explanation 
for this, certainly the world of taxes has 
not become any easier either – which 
only serves to emphasise the need for a 
cohesive alignment between a company’s 
business and tax strategies.

have no documented tax strategy agreed 
upon with senior management. 

These results might suggest that tax 
strategy is not important in many 
companies. But the reality we encounter 
in our work is very different, with 
more and more companies recognising 
the importance of tax strategy within 
the broader context of their business 
strategy.

The growing number of withholding 
taxes, for example, is an increasingly 
important consideration for companies 
wanting to invest or do business 
in a country. Such issues increase 
overall awareness of taxes, which is 
also reflected in the fact that 51% of 
respondents report having regular 
discussions with senior management 
on tax matters, an improvement of 10 
percentage points since 2007. 
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Most respondents confirmed that tax 
planning has a role to play when undertaking 
transactions in Africa. No less than 85% 
either agreed or strongly agreed they would 
undertake any tax planning opportunities 
provided they were supported by a credible 
basis in tax law. 

Almost 65% indicated that they would change 
a commercial transaction to take advantage of 
tax planning opportunities. However, nearly 
60% also said they would only undertake tax 
planning if it is part of a wider commercial 
transaction.

While there is much debate around base 
erosion and tax avoidance through tax 
planning, many companies are still actively 
implementing tax planning strategies. 
However, judging by respondents comments 
and our own experience, it is apparent that 
most companies are happy to pay their fair 
share of taxes in a country and that tax 
planning typically focusses on the avoidance 
of double taxation, rather than avoiding 
taxation altogether.  
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Figure 12: Level of tax planning

Q: Please choose the most appropriate answer with regard to the following questions 

regarding tax planning in your company.
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Location of holding companies

Figure 13: Influences of withholding taxes on location of holding companies

Q: Will the introduction of withholding tax on interest and dividends and an increased rate on 

royalties make you less likely to consider South Africa as a location for a holding company?

 
No

Yes

64%
36%

Base: 39

It is significant that so many respondents 
believe South Africa would become 
less attractive for the establishment 
of holding companies despite the fact 
that South Africa is the country on the 
continent with the most tax treaties with 
other African countries. In addition, the 
South African headquarter company 

regime is able to provide for repatriation 
of dividends, interest and royalties 
without withholding tax1. 

We find that the main African holding 
locations for investments in Africa are 
South Africa and Mauritius. Outside 
of Africa, the main holding locations 

are Dubai, the Netherlands, the UK 
and France, since they each have a 
large number of treaties with African 
countries. Besides these countries, 
Senegal is emerging as a hub for 
investments into Francophone countries.

1 Please note that the withholding tax on interest has not yet been introduced and it is currently 
due to be introduced from 1 January 2015 or 1 January 2016.

Nearly two-thirds of respondents (64%) 
indicated that they would be less likely 
to consider South Africa as a location for 
the holding company for their African 
activities when withholding taxes on 
interest, dividends and royalties are in 
full effect.

Full implementation of withholding 
taxes has been delayed further and 
currently expectations are that this 
will be either 1 January 2015 or even 
1 January 2016. However, it should 
be noted that withholding taxes on 
dividend and royalties are already in 

effect. Besides dividend, interest and 
royalty taxes, South Africa’s National 
Treasury has also indicated that it would 
like to introduce a withholding tax on 
management services.  
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Total tax contribution
While tax contribution may not be the primary deciding factor for a company when 
choosing a country to invest in, for two in five it is a consideration. Ultimately, 
commercial opportunity should be decisive to an investment decision and tax merely 
a consequence of that.

Figure 14: Impact of total tax contribution on country investments

Q: Is the total tax contribution in African countries a consideration for which countries you choose 

to invest in?

  

Base: 39
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Base erosion and profit shifting

One of the most significant impacts of 
globalisation has been the proliferation 
of cross-border flows of capital, goods 
and labour. As a result, base erosion 
and profit shifting (BEPS) has become 
an important and much-talked-about 
issue, both for businesses and for tax 
authorities.

In its Action Plan on Base Erosion and 
Profit Shifting, released in July 2013, the 
Organisation for Economic Cooperation 

Figure 15: Relevance of base erosion and profit-shifting tax on investment 
decisions

Q: Are the recent discussions around base erosion and profit-shifting tax concerns relevant to 

your investment decisions?

No

Yes

55%
45%
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Increasingly, we find tax planning/
structuring being discussed at board 
level, to ensure, for example, that a 
company’s tax strategy is not putting the 
company at risk.

Given the current international spotlight 
on BEPS, we asked respondents whether 
it influenced their investment decisions 
in Africa. While more than half (55%) 
said it doesn’t, a sizeable minority (45%) 
confirmed that it is a concern.

and Development (OECD) put forward 
recommendations for tackling BEPS and 
reforming the international tax system. 

In our own work, we have seen BEPS 
become a central issue in client 
discussions. This means the focus is not 
only on tax and the technicality thereof, 
but also on reputational and other 
impacts tax decisions can have in the 
public domain. 
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•	 Angola: More challenging than most

•	 One of the countries that stands out as one 
of the more difficult in which to operate 
is Angola. Given the increasing interest in 
Angola as an investment destination and 
its rapidly expanding economic potential, 
we thought it would be useful to elaborate 
on some of the challenges encountered in 
Angola. 

•	 The substance of this article has been 
extracted from PwC’s Paying Taxes 2013 
report, in which Angola ranks 154th out 
of 185 countries. It also ranks 172nd in 
the World Bank and IFC’s Ease of Doing 
Business Index.

•	 The number of hours spent on tax matters 
has not fallen since the study began eight 
years ago and still averages 282 hours, 
while the number of tax payments has 
remained unchanged at 31, reflecting a 
lack of electronic filing and payment across 
each of the major taxes. The total tax rate 
has also consistently been just over 53% 
during the study period.

•	 The oil sector plays an important role in the 
Angolan economy, currently accounting for 
over 95% of export revenue and more than 
75% of national budget revenue, according 
to the International Monetary Fund. 

•	 With a view to reducing dependency on the 
oil sector, the Government is implementing 
a number of measures aimed at diversifying 
the economy and increasing tax revenues. 
These include various tax reforms aimed at 
making the Angolan tax framework more 
simple and fair.

•	 New laws were published at the end of 
March 2012, which changed the investment 
income tax code, the stamp tax code and 
the consumption tax code:

•	 •	 Investment	income	tax

•	 The changes aim to widen the tax base for 
other income that was not subject to tax in 
prior legislation (e.g. interest from treasury 
bonds and bank accounts). This new 
regime also abolishes some exemptions 
granted previously and includes territory 
rules for the application of investment 
income tax. The penalties applicable have 
also been updated.

•	 •	 Stamp	tax

•	 Under the new stamp tax code, several 
pieces of legislation have been repealed 
as they are no longer applicable. The law 
is now clearer on the rules relating to 
assessment, settlement, exemptions and 
compliance obligations.

•	 •	 Consumption	tax

•	 Major changes were made to introduce 
new services that will be subject to this tax 
along with associated new procedures for 
assessment and payment. 

•	 Other changes relate to ensuring that 
exemptions available on the importation of 
goods are also granted for the same goods 
produced locally.

•	 Finally, changes have been made to 
clarify responsibility for the payment of 
consumption tax to ensure that it lies with 
the producer or supplier of goods or service 
provider, rather than the final consumer.

•	 Further change to the tax code is expected 
in the future, including updates to the 
general tax code, the tax procedure 
code, the corporate income tax code, the 
individual income tax code, and the big 
taxpayers regime. 

•	 Some of the most relevant changes 
expected include:

•	 •	 Corporate	income	tax

•	 - A reduction in the rate (35% to 30%) 
and an increase in the withholding rate to 
6.5%;

•	 - Additional disallowance of certain 
costs (e.g. interest on shareholders loans);

•	 - Changes to the depreciation rules 
and rates;

•	 - A neutral regime for mergers; and

•	 - New transfer pricing regulations and 
group taxation rules.

•	 •	 Personal	income	tax

•	 - Clarification of non-taxable limits for 
several types of income; 

•	 - Additional categories of income to 
become taxable; and

•	 - Various amendments to the tax rates.

•	 The government is also investing in 
updating its tax administration as part of 
the tax reform process, but there is still 
much to be done. Some of the priorities 
include better preparation and training 
of tax authorities’ staff, more guidance 
for taxpayers published by the tax 
authorities, the introduction of tax courts 
to resolve disputes between taxpayers and 
authorities, procedures to allow for tax 
refunds and the introduction of electronic 
filing and payment.

Since the G20 finance ministers called 
on the OECD to develop an action 
plan to address base erosion and 
profit shifting (BEPS), it has been 
impossible to ignore the publicity 
surrounding the matter. There is 
a general view that multinational 
companies are too aggressive in 
limiting their tax liabilities and BEPS 
is the collective label attached to the 
plethora of corporate tax-limitation 
techniques being employed.

It would be very naïve (even 
irresponsible) to think BEPS is not a real 
cost to global revenue collection. But, 
does the scale of it really merit a crisis-
type intervention? The OECD’s own 
statistics, for instance, do not suggest 
that multinational corporations as a 
segment have suddenly started paying 
less tax.

Over the 46-year period from 1965 to 
2010, the average revenue collected 
from corporate taxpayers in OECD 
countries has remained fairly stable. As 
a percentage of total revenue, corporate 
tax was 8.8% in 1965 and 8.6% in 2010, 
with some peaks and troughs along the 
way. 

As a percentage of average OECD GDP, 
the corporate tax contribution was 
2.2% in 1965 and increased to 2.9% 
in 2010, despite the fact the OECD 
countries have, on average, lowered 
their corporate tax rates over time. For 
example, the average statutory corporate 
tax rate in OECD member countries 
dropped from 32.6% in 2000 to 25.4% 
in 2011.

Nevertheless, there seems to be 
sufficient anecdotal and circumstantial 
evidence to create the political will to 
attack the BEPS spectre. Additionally, 
we shouldn’t be surprised that tax 
authorities are seeking to ‘plug leaks’ 
more diligently considering recent 
financial turmoil, ‘austerity’ concerns, 
calls for stricter financial management 
by governments, and so forth. 

Whatever the background, history, 
arguments and evidence may be, the 
only reality that seems to matter right 
now is that revenue authorities all over 
the world are putting a ‘high priority’ 
stamp on BEPS.

What does that mean in 
Africa?
First and foremost, African revenue 
authorities might be welcoming the 
hype and rhetoric. For decades, African 
authorities and civil society groups have 
complained that big corporates from the 
developed world have extracted value 
from Africa without paying their dues. In 
a speech on global tax reform at the G20 
Summit in September 2013, Kofi Annan 
stated ‘Africa has lost its tolerance for 
being exploited’. 

Now that the richer nations are also 
feeling the economic pinch (and the 
matter is on the front pages of the 
world’s biggest English-language 
newspapers), perhaps there will be 
greater sympathy for the plight of 
African revenue collectors. Indeed, the 
Summit’s final Declaration included 
confirmation that ‘developing countries 
must reap the benefits of the G20 tax 
agenda’. 

While this could conceivably translate 
into bolder revenue collection initiatives, 
some of us are suggesting that, initially 
anyway, it is more likely to result in the 
tighter administration and enforcement 
of existing rules, which raises the 
perennial issue of institutional capacity 
and resources.

Beating BEPS – Good 
news for Africa?

Information will be 
the lifeblood of the 
BEPS assault.

It would be very 
naïve (even 
irresponsible) to 
think BEPS is not a 
real cost to global 
revenue collection. 
But, does the 
scale of it really 
merit a crisis-type 
intervention?

African revenue 
authorities might be 
welcoming the hype 
and rhetoric.

While much of the media attention 
on BEPS is populist, despite less-
than-conclusive evidence, not only 
have high-profile cases of perceived 
tax avoidance been sensationalised 
in the media, but statements by 
politicians and revenue officials have 
significantly (perhaps intentionally) 
blurred the distinction between 
tax evasion on the one hand, and 
legitimate tax planning on the other. 
‘Just because it’s legal does not mean 
it’s right!’ is just one of the slogans 
that we’ve heard.
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As to the specific areas we should watch 
out for, it goes without saying that 
African revenue authorities are more 
concerned about foreigners extracting 
income from Africa, and less concerned 
about African businesses not repatriating 
their foreign earnings. So don’t hold 
your breath for a flood of ‘controlled 
foreign company’ rules. Rather, we might 
expect substantial movement in some of 
these areas:

•	 Transfer pricing;

•	 Source and permanent establishment 
rules;

•	 Withholding taxes and closer scrutiny 
of ‘beneficial ownership’;

•	 Interest restrictions, including thin 
capitalisation, debt-equity re-
characterisation (hybrids), and other 
limitations on interest deductions; 
and

•	 Reverse charge place-of-supply rules 
and other VAT interventions.

Indeed, just the last two or three years 
have seen significant developments 
on these points in jurisdictions like 
Cameroon, Congo-Brazzaville, the DRC, 
Ghana, Kenya, Mozambique, Nigeria, 
South Africa and Uganda.

The recent G20 Summit specifically 
highlighted voluntary exchange of 
information as the most immediate 
action to be addressed. There is no doubt 
that information will be the lifeblood of 
the BEPS action plan. We can therefore 
be relatively sure that the various 
measures aimed at data collection 
and exchange of information will gain 
momentum and proliferate. The African 
Tax Administration Forum (ATAF) is 
one of many initiatives that might be 
expected to increase its activity.

In its ‘Action Plan on Base Erosion and 
Profit Sharing’, the OECD sets out 15 
points, but the overarching principle 
underpinning the plan is multilateral 
coordination. For their part, corporates 
will be especially concerned about 
whether tax administrators heed 
this call. The OECD explains that the 
majority of the last century focused on 
avoiding double taxation, but that the 
time has now come to turn attention to 
double non-taxation.

In other words, all business income must 
be taxed somewhere once. But of course, 
if this new agenda is not undertaken in 
a coordinated fashion, the end game 
could easily be a scramble by multiple 
tax authorities —resulting in double 
taxation that will quickly ruin trade and 
growth.

A critical and final point is that tax 
authorities should recognise (and be 
visibly seen to be recognising) legitimate 
non-abusive tax planning. If the current 
trend of ostracising legitimate tax 
structuring as being almost as illegal 
as tax evasion continues, it will only 
serve to worsen the already adversarial 
relationship between taxpayers and tax 
collectors. 

What we certainly do not want is 
a huge perception divide. Fully 
compliant, risk-averse taxpayers 
must not be made to believe that 
there is very little difference between 
their commercial-but-tax-efficient 
structures and very aggressive/abusive 
tax schemes. Ultimately, cooperation 
between tax authorities and taxpayers 
is as important as cooperation among 
tax authorities themselves.

(Prof) Osman Mollagee (CA(SA)) 
Tax partner 
+27 (0)11 797 4153 
osman.mollagee@za.pwc.com



Managing risks and 
internal controls
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Financial risk associated with 
inappropriate disclosure in financial 
statements is the most important concern 
for almost one in three respondents 
(31%). This is a significant increase since 
2007, when 77% categorised it as either 
a low or medium-level concern.

Compliance risk was perceived as the 
most significant threat in 2007, but this 
year it is recognised as a lesser concern. 
This is in line with responses to other 
questions in the survey and the findings 
discussed in the section on compliance.

Figure 16: Risk ranking

Q: Please rank the following risks in order of concern and indicate your degree of comfort that controls are in place in your company to address 

each category of risk (with regard to your operations in Africa) (1 being the area of most concern and 4 being the area of least concern).

Figure 17: Comfort over control of risk

Q: Please indicate your degree of comfort that controls are in place in your company to address 

each category of risk (with regard to your operations in Africa).
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When considering respondents’ degree 
of comfort that controls are in place 
to manage risk, it is apparent that 
compliance does not score very well, 
while controls for financial risk are the 
top-performing category.

Given the level of concern over financial 
risk noted above, it is reassuring that 
organisations are making the effort to 
put the necessary controls in place. 
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Figure 18: Knowledge and implementation of assessment of internal control

Q: Please indicate the level of knowledge within your company of the requirements of Sarbanes-Oxley Section 404: 

Assessment on internal control, and the progress that your company has made towards meeting these requirements.

 

Base: 39

Almost three-quarters of respondents 
(74%) confirmed that Sarbanes-
Oxley (SOX) Section 404: Assessment 
of internal control is applicable in 
their business. SOX requirements 
are generally only required for SEC-

registered companies, although it is 
regarded as good practice for any listed 
company to implement an internal 
controls policy along the lines stipulated 
in SOX Section 404.
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Figure 19: Ranking of tax management challenges

Q: Please rank by level of importance each of the following challenges in your company (1 being the 

most important and 5 being the least important).

Base: 39

Despite the scale of the challenges 
faced by businesses in Africa, it is 
pleasing to note that the vast majority of 

respondents are upbeat about the extent 
to which they are able to manage the 
challenges they face.

Tax management challenges
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Figure 20: Effective management of tax challenges

Q: Please indicate the extent to which the following challenges in your company are effectively managed. 
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Maintaining relationships with 
fiscal authorities is considered the 
most important challenge for tax 
management. This is followed by finding 
tax staff with the required experience, 
a problem that we often encounter 

with clients who have operations across 
Africa. 

The struggle to find qualified people, 
preferably from the host country, and to 
then retain them, can be very difficult. 

The situation becomes more difficult 
when a company is expanding quickly, 
since the pressure to have the right 
people in place to handle tax matters 
increases considerably.
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Base: 39

We asked respondents to give us 
feedback on ways in which tax advisors 
could improve the service they provide 
to clients doing business in Africa. While 
some said that all factors are important, 
what stands out is that one in  three 
(33%) believes it is most important for 

advisors to prioritise understanding 
their clients’ businesses and tax risk 
appetites better as well as being more 
commercially minded. 

In short, advisors need to put more 
effort into knowing their clients and 

their businesses. Allied to this need for 
client knowledge is a desire by clients to 
receive more tax-efficient and practical 
advice. At the same time, partnering 
with a client and investing in a long-term 
relationship is not rated very highly as a 
priority concern.
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Just over half of respondents (51%) 
rated response times and meeting 
deadlines among their top three most 
important issues. Cost efficiency is also 
important to many clients suggesting 
that above all else, clients want the right 
advice at the right time for the right 
price.

It is worth mentioning that fewer than 
one in five respondents believe they 
need greater support from advisors 
when dealing with tax authorities. In our 
experience, each situation needs to be 

assessed on its merits in terms of how to 
approach tax authorities. 

Sometimes it is preferable not to include 
tax advisors, while at other times 
it is. We find that in more ‘difficult’ 
countries, especially where there are 
language barriers, it pays to involve a tax 
advisor with local knowledge as early as 
possible. In our experience, this helps to 
elevate an issue to the appropriate level 
within the relevant authority, facilitating 
speedier issue resolution. 

“Advisors often show 
too little understanding 
of client perspective 
and interest in client 
issues.”

Working with tax 
advisors

Figure 21: Areas in which advisors could improve

Q: Please rank the three ways in which advisors could improve the tax services they provide you  

(1 being the most important, 2 being the next most important and 3 being the third-most important).
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Tax audits

Almost three-quarters of respondents 
confirmed that their company had 
recently been the subject of a tax 
audit. This corresponds with our own 
experience of tax authorities across 
Africa becoming increasingly focused on 
carrying out tax audits. 

While tax audits can focus on any 
area, we find that transfer pricing, VAT 
and withholding tax come under the 
most frequent scrutiny. The increasing 
number and frequency of tax audits 
may be a nuisance for companies, but 
for some countries, they are also an 

essential part of growing their level of 
tax sophistication.  
 
 
 

Figure 22: Incidence of tax audits

Q: Has your company been subject to a tax audit recently in any of the jurisdictions you 

operate in across Africa?

 

No

Yes

28%
10%

Base: 39
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Did you know:
•	 Africa is the second-largest and second-most 

populous continent. 

•	 Africa is larger than the USA, China, India, Western 
Europe, Argentina and the British Isles, combined. 

•	 Africa covers 20.4% of the world’s total land area 
and has a large consumer base, with an estimated 
population of about 1 billion. 

•	 Africa produces about 13% of the world’s oil, 46% 
of the world’s diamonds, 21% of the world’s gold, 
57% of the world’s cobalt and 50% of the world’s 
platinum-group metals, and more resources are 
discovered every year.

•	 Seven of the top 10 fastest growing economies 
between 2001 and 2010 were African countries 
and are forecast to be in the top 10 fastest growing 
between 2011 and 2015.

PwC has set up Africa Desks in Johannesburg,  
New York and Perth. The Africa Desk has been set up 
to assist investors who have or are looking to set up 
operations in Africa. 

Staffed by tax specialists from various African countries, 
we can help you:

•	 Address important issues facing your business in African 
countries in an integrated manner;

•	 With quick responses to specific and generic questions 
that you need answered with respect to your 
investments in Africa;

•	 With tax (and legal) advisory services;

•	 Coordinate between yourself and our PwC offices in 
other African countries; and

•	 With all the information you need to know on the cross-
border aspects of corporate restructuring, acquisition 
and divestiture planning, holding company strategies, 
financing arrangements, withholding tax minimisation, 
foreign tax credit utilisation, and many other facets of 
international tax planning.

Africa represents enormous potential 
for investors.
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Contacts
For more information and assistance on investing in Africa, 
contact any member of our Africa Desk team:

Johannesburg
Ibikunle Olatunji 
+27 11 797 5317  
ibikunle.x.olatunji@za.pwc.com 
 

Jelle Keijmel
+27 11 797 5990  
jelle.y.keijmel@za.pwc.com 
 

Elandre Brandt (Partner)
+27 11 797 5822 
elandre.brandt@za.pwc.com

Afritax
 
Afritax is PwC’s quarterly newsletter that gives a snapshot 
of the most significant recent tax and regulatory changes on 
the African continent.

Please go to the link below to access AfriTax: 
http://www.pwc.co.za/en/publications/afritax-news.jhtml

New York
Gilles de Vignemont 
+1 646 471 1301 
gilles.j.de.vignemont@us.pwc.com

Norman Mekgoe 
+1 646 471 7761 
norman.x.mekgoe@us.pwc.com

Emuesiri Agbeyi 
+1 646 471 8211 
emuesiri.x.agbeyi@us.pwc.com

Perth
Steve G Coetzee 
+61 8 923 83595 
steve.g.coetzee@au.pwc.com

Francophone Africa
Dominique Taty 
+225 20 31 5460 
d.taty@ci.pwc.com

Benic Mbanwie Sarr 
+242 05 534 0907 
benic.m.mbanwie@cg.pwc.com
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