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The correct application of VAT on imported services usually causes a stir due to uncer-
tainties around the interpretation of the underlying legislation.

Due to a shortage of expertise and skills, Namibian businesses often resort to the use of
foreign experts in the provision of services in their respective industries.

In certain instances, many taxpayers (e.g. the relevant Namibian businesses) are not aware
that the importation of a services may attract VAT on imported services. When a Namibian
resident receives a service from a non-resident or a resident that carries on business out-
side of Namibia, and the imported service is used in Namibia in the generation of VAT ex-
empted revenue, the imported service is subject to VAT on imported services.

Namibian residents are deemed to be persons other than companies ordinarily resident in
Namibia, or companies that are managed or controlled in Namibia and carry on activities
at fixed locations in Namibia.

Section 14(2) of the Value Added Tax Act 10 of 2000, (“the VAT Act”) makes provision for
the declaration and payment of VAT on imported services and states that; Where -
tax is payable on an import of services and the import is not an import of services
referred to in section 3(14), the person liable in terms of section 6(2)(c) for the pay-
ment of tax shall, within 30 days after the time of the import, furnish the Commis-
sioner with an import declaration and pay the tax due in respect of that import to
the Commissioner.

The import VAT on services amount is calculated by multiplying the value of the imported
services as per the foreign invoice with 15%. An example of an imported service is consul-
tancy services supplied to businesses generating VAT exempted revenue such as commer-
cial banks or educational institutions.

It should be noted that not all services provided to Namibian residents (individuals or
companies) by non-resident suppliers, will constitute an imported service. If the service
would have been a local VAT exempted or zero rated service, it would not be an imported
service. Another example of exemption from imported services would occur if the service
was rendered to a Namibian resident, but the service was consumed outside Namibia, e.g.
accommodation expense enjoyed in a foreign country.

In summary, it is important to take into account VAT on imported goods as well as VAT on
imported services (to the extent applicable) and when in doubt you are more than welcome
to contact us.

carmen fransman@pwc.com
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The Paying Taxes indicator measures tax systems from the point of view of a domestic company complying with the different
tax laws and regulations in 190 economies around the world. The case study company is a small to medium-size manufacturer
and retailer with specific assumptions, chosen to ensure that its business can be compared worldwide on a like for like basis.

In Namibia, as in many other African countries, taxpayers are increasingly exposed to more advanced technology across more
aspects of taxation and business. At the end of 2016, the Namibian Inland Revenue Department migrated to an Integrated Tax
Administration System which is expected to provide new functions and reporting capabilities. These changes came too late to
be reflected in Paying Taxes 2018, but we hope to see the impact in future.

In recent years, the time to comply and the number of payments for Namibia have remained flat. Over this period, we have
seen improvements in other African economies attributable to increases in efficiency and the effective use of technology.

It is expected that the Directorate of Inland Revenue will implement online tax return filing (“e-filing”) in the next 12 months.
This significant development should considerably improve the efficiency of tax administration, though it is recognised that
there may be some teething problems and increases in compliance burdens as the system gets off the ground.

The Total Tax and Contribution Rate calculation
Namibia, SADC, Africa and the world average
As can be seen from the graph, Namibia is well placed in terms of

_ the TTCR. This is mainly due to labour taxes and other taxes not
i being as high as in other regions.

b - In 2016, the case study company has an average Total Tax & Contri-
- bution Rate of 47.1% in the Africa region; it takes 285 hours to com-

ply with its tax affairs and makes 35.4 payments.
——

These are all above the global average. Africa has the highest num-
ber of payments across all the regions. On average it takes our case
study company 240 hours to comply with its taxes, it makes 24 pay-
— N ments and has an average Total Tax and Contribution Rate (TTCR)

of 40.5%.

Time to comply

Namibia, SADC, Africa and the world average

Looking at the time to comply, Namibia is higher than the region (SADC), Africa and the global average. A large amount of
these hours are spent on consumption taxes (for e.g. VAT). The below table explains how the hours add up.

Time to comply Corporate income tax Labour taxes VAT Total
Prepare 24 31 140 195
File 6 14 34 54
Pay 10 iF; 36 53
Total 40 52 210 302

Number of payments

Looking at Namibia placed against a number of African =T = B

countries, the number of payments are less than most, —— L=}

being 27 payments. We are better placed than the SADC 9_

average as well as the regional average. So all in all we are === ===

not in a position where too many payments are required e EEETEE

to stay on top of your tax affairs. Looking at the time it ——— = i1 |
takes post filing to remain compliant is one area where = I
Namibia can look to improve. ——ar— | I .
The average post-filing index score in the African region is ’f) (&‘ (5 (5 (5
55.63(on a scale of 1 — 100) compared to 59.51 globally. ' YT X
While a VAT refund seems challenging in Africa compared - . _ o

to other regions, time to correct CIT return and time to
complete a CIT audit are below the world average. On average it takes our case study company 18.4 hours to comply with the
necessary administration, and 27.8 weeks to receive the refund.

For more information, please visit our website or contact
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Tax Calendar - December 2017

VET Levy return;
PAYE return;
Import VAT return;

Withholding Tax returns:
Services, Royalties, Interest;

NRST.

25 26 27 29
Public holiday Public holiday VAT return ¢ Social Security payment

January 1| January 2

e 1st provisional for taxpay-
ers with June 2018 year-

Public holiday @ end;

2nd provisional for taxpay-

ers with December 2017

year-end;

Tax return for companies

with 31 May 2017 year-end.

Win a copy of our Income Tax Handbook by answering the below question. Mail your answer to

lasarus.amukeshe@pwc.com.

“Will VAT on imported services be treated as a tax deductible expense in the calculation of taxable income? Motivate your
answer with at least 35 words.”

For assistance or advice please contact one of our tax specialists.

Windhoek

344 Independence Ave

Telephone Number: +264 (61) 284 1000 Chantell Husselmann
chantell.husselmann@pwec.com

Walvis Bay

15t Floor, PwC Building, 122 Theo Ben Gurirab Str Johan Nel

johan.nel@pwec.com

Telephone Number: +264 (64) 217 700

Nelson Lucas
nelson.lucas@pwec.com

Riana Esterhuyse (Walvis Bay)
riana.esterhuyse@pwe.com
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