Did you know your first EFD
could be free of cost?

If you are VAT registered; the cost
imcurred in acquiring your first EFD
shall be claimed as input tax in the
VAT raturn

If you are nof VAT registered; the
cosl incurred in acquiring your first
EFD shall be claimed as an
expenditura [rather than capitalizing
the EFD} as an asset)

In the case of a presumptive tax
payer the cost incurred shall be
deductad from income 1ax payable
during the year
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Tax payers across the country have embraced the slogan “Ukiuza toa risiti,
ukinunua dai risiti” meaning sellers should issue an EFD receipt and
purchasers should demand an EFD receipt.

Thig journal is an extension o our Feb 19 journal which had put the EFD under spatlight. In this journal

we aim to addrass common queshions a tax payer faces dunng the process of Issuing a 1ax invoice,
claiming the same and mechanics for processing credil notes.

TAX INVOICES AND RECEIPTS

A fax imsoice or liscal recaipl is a salas invoice thal bears
cartain charactanstics and s issead through an
Electronic Fiscal Devica (EFD).

A lax imsoice of fiscal receipt is commonly referred 1o as
an EFD receipt

Every business with a turnover exceeding TZ514,000,000
should use an EFD. I the person is VAT registered than
an EFD is required regardess of the turnover. With such
a low threshold logically almost all businesses are
required to acquire and use an EFD.

An EFD receipt should be issued at the time and point of
supply. In a situation whera a customear for any reason is
nat present during the perod of sale - purchase
transaction, the seller shall proceed 1o issue the EFD
recaipt and keep the genaratad EFD receipl.

CLAIMING INPUT VAT

For purposas of claiming VAT inpul in the VAT relums,
thare are cerain charactaristics which are necessary
ta be in included in tha EFD invoice:

- Date of issuance;

- dascriplion, quantity, and other ralevant spacificat-
ions of the things supplied;

= total considaraton payable for the supply and the
amount of VAT included in that consideration;

= Mame, TIN and VBN of supplier; and

= T tha value of the supply exceads TZS5 100,000; the
name, address, TIN and VRN of tha cusiomer.

It is essential that your EFD receipl! invaica contains
tha above contenis. From expariance we have notad
thal purchasers tand 1o overbook whether their
respactive TIN or VAN are mentioned on the tax
imaice.




Compliance with periodic | VAT claim on Bank charges and fees

statements Bank charges and fees are subject to VAT at rate of 18%. Input VAT can be claimed in your VAT returns using periodic
statements issued by the bank. A pernodic statemeant & a siatement issued on a monthly basis by a supplier of financial
services, One of the key contents of a periodic statement is that the customers and financial service provider's name,
address, TIN and VRN should be menticned, Other requirements include; amount excluding VAT for listed fransactions,
VAT charged and iotal price payable by the recipient of the service.

Instances when you can use manual receipt or invoice

There are instances that would require an EFD user to issue a manual recaipt such as:

You can check with your - EFD is not operational;
financial institution whether - EFDia undengomng maiienance; and
the periodic statements issued |~ EFD 'S Seized or under investigation.

are in compliance with the VAT | As scon as the EFD is restored or replaced, the user is required to enter in the EFD all the information contained in

Regulations as they may need | e manually issued receipts/ invaices.
to update some details such as

customers VBN, Common Challenges on EFD receipts/ invoices

- Lack of awareness that for the purpose of claiming input VAT, customers should have their TIN and VRN mentioned on

@W Uﬁr f'm.-p the EFD receipt;

- Upcouniry business do tace a practical challenge in obtaining EFD receipis. Tax authorities may challenge expenditure

MFW;E- 14‘ E‘VHALH claim without supporting EFD receipts;

- f EFD receipts are not stored well, the receipt may fade away leaving a person with a blank slip. Hence, it is advised

fﬁ‘bkf W’lfﬂl ETM}I o 1o at least take a copy or scan of EFD receipt; and

- Tax payers to be careful not to be victim of fake receipts or EFD receipts issued by ghost suppliers.

CREDIT NOTE

It is comman that there may be a change in the terms of a supply or cancellation of a sale which may require a supplier
to issue a credit note, The EFD does noi recognize reduction of sakes, therefore credit nofes issued should not be
processed through the EFDL

For taxpayers that are VAT registered; reduction or cancellation of a sales under the VAT Act falls within the definition of
an adjustment event. The credit note should be supported with a valid adjusiment note, An adjustment nole and credil
note should be issued for each transaction,




An adjustment note has a prescribed form (ITX.254.02.E) which can be downloaded from the TRA website. For ease

click here to download form

The following process has to be followed to validate a credit note:

Within 7 days
from the date of

becoming aware of an

adjustment evant, supplier should
issue a valid adjustment note equal

fa the amount of ditereancea 1o tha
customear. From practice, adjustmeant

note should as well be submitted
o the TRA together with a copy

of initial invoice and
credit note

Supplier to

make a decreasing

adjustment (reduction in
sales) in the accounts
and VAT retums

If a customer is
VAT registered and
claimed the invoice in the
VAT returns, customer should
make an increasing
adjustment (reduction in
purchase claimed) in
the accounts and
VAT returns

If customer

is not VAT
registered, supplier to repay

Customer the amount of VAT adjusted
to retain original to the customer by way of
adjustment note duly cash or credit. A reduction

acknowledaoed by the TRA in the receivable from
and supplier to retain customer is
a copy of the allowed
adjustment
naote



http://pkfea.com/index.php/external-publications

Contents of Credit note and adjusiment note

- Sequential identification number;

- Amount being adjusted and the reasons for such adjustments;

- Description of goods and services; and

- Tax invoice issued in respect of the adjustiment and reference 1o the invoice being adjusted,

In practice, if a person is not VAT registered and cancels an entire sale, upon issuance of a cradit note

the supplier should retain the original EFD recaipt,If there is partial reduction in sales valug, then a credit
nate should be issued to the customer and duly acknowledged by the customer, In good practice a supplier
should as well inform the 1ax authorities on the issuance of a credil note towards an EFD receipl. We do as

well advise that the supplier should reconcile the sakes as per EFD and sales as per accounis and submit
the reconciliation as an attachment of the final returns of income.

Il you have any guesions or nesd assislance
prlesase feal free to contact us.
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Challenges of credil and adjustment notes:

- Limited awareness of the process of issuing credit notes and adjustiment noles;

- Manual process for issuing credil notes” adjustment notes is time consuming;
- An increased administrative work for tax officers to verify each credit note/ adjustment note during tax

audits;

- Customers who are issued with a credit note have to make an increasing adjustment in the VAT relurms,

There may be inslances when customers do not make increasing adjustment in the VAT returns which
may result to loss of Governmeant taxes,; and

- It can be tedious for volume driven businesses such as supermarkets for filling an adjustment note for

each credit notel cancelation of sala.

Feedback or Comment

=¥ [[hd you find this journal psehd? Chok hera to access maora PRE Journals

—+ I thare i any suggesticns lor our upsoming pournals we wodld ba happy (o recieve your requesls
and suggastions.

This aler is prepared for guidande cnly and is not a substéute for prolessional advice. Whilst every carg has been exencised in ensuring the accuracy of the information conained hensin, we will

not acoapt ary responsibilty for arcrs or omissans ar for sy sction lken without appropriate professional advice. This alort is for axclushes use by the diems of PKF Advissary Limited and its
associxles and na part of it may be reproduced withou cur prioe wisien consent,

PEF fdvisory Limited is a member firm of the PEF intematianal Limied tamily of legally independent fems and does not accepl any responsibility or liabdity for the achons or inactions: af any

individual member or correspondent firm oe firms,
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