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CANCELLATION OF CERTIFICATES OF COMPLIANCE IN 
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Written by: Alkarim Hasham – Stallion Attorneys (Zanzibar and Tanzania Mainland) 

 

On 21st September 2021 the Minister for Trade and Industries Development of Zanzibar issued an 

announcement that would have a huge impact on companies incorporated in Mainland Tanzania and 

operating in Zanzibar as a branch, that is with a certificate of compliance. Such entities were given 

Ninety (90) days to “re-register in Zanzibar with a certificate of incorporation” or risk of being de-

registered.  

 

The announcement was made as a consequence of the introduction of Section 29 in the Finance Act, 

No.3 of 2021. This provision of the law has prohibited the practice of issuing Certificates of 

Compliance to companies incorporated in Mainland Tanzania and operating on the island. 

 

The announcement issued by the hon. minister was not very clear on whether such companies should 

incorporate in Zanzibar as subsidiaries or as completely new entities with the same shareholding as 

their Mainland counterparts. Section 29 of the Finance Act, No.3 of 2021 sheds light. These companies 

are required to register as foreign subsidiary companies in Zanzibar. 

 

This raises some significant legal and financial compliance issues. From a legal perspective, a 

subsidiary is considered a separate entity from its parent. Whilst a branch is considered as a mere 

extension of the parent company. To put this in perspective, a subsidiary can be sued without 

involving the parent company, however when a branch is being sued, in essence, it is the parent 

company that is being sued. 

 

A subsidiary can make its own corporate decisions. It is required to hold annual general meetings and 

can pass its own resolutions. On the other hand, a branch is not required to hold annual general 

meetings. A branch relies on resolutions passed by the parent company. 

Entities operating with certificates of compliance i.e., branches, were not required to file annual 

returns to the registrar of companies (the Business and Property Registration Agency (BPRA)). 
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Subsidiaries incorporated in Zanzibar will be issued with certificates of incorporation. They will be 

required to file annual returns plus audited financial statements. 

A subsidiary’s liability does not extend to the parent company. It is liable on its own. It is required to 

maintain its own financials. A branch’s liability extends to the parent company. The branch’s 

financials are tied to those of the parent company. 

 

For businesses that are subject to regulatory supervision such as Banks, Financial Institutions, 

Telecommunication, and Insurance companies are required to get regulatory approval before 

registering subsidiaries in Zanzibar. It would be interesting to observe whether the regulatory bodies 

would treat these subsidiaries are “separate” entities and therefore subject to fresh license 

applications, or would they give special dispensation and continue to allow these entities to operate 

as “extensions” of the parent companies. 


