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A. TAXES PAYABLE IN TANZANIA 

Corporate Tax 

 

A Company is a resident corporation for a year of income if it is incorporated or formed under the 

Companies Act, 2002 or at any time during the year the management and control of its affairs are 

exercised in Tanzania. For the resident entities are taxed on their worldwide income subject to 

some limited exemptions under section 67 of the Income Tax Act, 2004. Corporate Tax payable 

by Tanzania’s residents on their global income is 30%. 

For entities who have tax losses for 3 consecutive years, they are liable to pay Alternate Minimum 

Tax at the rate of 0.5% of turnover. 

Provisional Income Tax 

 

Every taxable person shall file with the Commissioner an estimate of its income and tax payable 

for the year of income by the date for payment of the first instalment.  The tax estimate for the year 

of income shall be paid by quarterly instalments. 

Individual Income Tax 

 

Specific presumptive income tax rates apply for individuals with business turnover not exceeding 

Tshs 100 Million. 

Annual Turnover Compliance with Section 80 of Income Tax Act, 2004 

If financial 
statements/books 
of accounts have 

not compiled 

If financial statements/books of 
accounts have been compiled 

Where turnover does not exceed 
Tshs 4,000,000 

NIL NIL 

Where turnover is between Tshs 
4,000,000 and Tshs 7,000,000 

100,000 3% of the turnover in excess of 
Tshs 4,000,000 

Where turnover is between Tshs 
7,000,000 and Tshs 11,000,000 

250,000 Tshs 90,000 plus 3% of the 
turnover in excess of Tshs 

7,000,000 

Where turnover is between Tshs 
11,000,000 and Tshs 14,000,000 

450,000 Tshs 230,000 plus 3% of the 
turnover in excess of Tshs 

11,000,000 

Where turnover exceeds Tshs 14,000,000 but does 
not exceeds Tshs 100,000,000  

Tshs 450,000 plus 3.5% of the 
turnover in excess of Tshs 

14,000,000 
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Income from Employment 

 

As per section 7 of Income Tax Act, 2004: 

The following payments made to or on behalf of the individual by the employer or an associate of 

the employer during that year of income shall be included while calculating income from 

employment:  

(a) payments of wages, salary, payment in lieu of leave, fees, commissions, bonuses gratuity or 

any subsistence, travelling entertainment or other allowance received in respect of 

employment or service rendered. 

(b) payments providing any discharge or reimbursement of expenditure incurred by the individual 

or an associate of the individual 

(c) payments for the individual’s agreement to any conditions of the employment. 

(d) retirement contributions and retirement payments 

(e) payment for redundancy or loss or termination of employment 

(f) other payment made in respect of employment including benefits in kind  

(g) annual director’s fees payable to a director other than a full-time service director 

In calculating an individual’s gains or profits from an employment, the following shall be excluded- 

(a) exempt amounts and final withholding payments 

(b) on premises cafeteria services that are available on a non-discriminatory basis 

(c) medical services, payment for medical services, and payments for insurance for medical 

services to the extent that the services or payments are – 

i. available with respect to medical treatment of the individual, spouse of the individual and 

up to four of their children; and 

ii. made available by the employer (and any associate of the employer conducting a similar 

or related business) on a non-discriminatory basis. 

(d) any subsistence, travelling, entertainment or other allowance that represents solely the 

reimbursement to the recipient of any amount expended by him wholly and exclusively in the 

production of his income from his employment or services rendered 

(e) benefits derived from the use of motor vehicle where the employer does not claim any 

deduction or relief in relation to the ownership, maintenance or operation of the vehicle 

(f) benefit derived from the use of residential premises by an employee of the Government or 

any institution whose budget is fully or substantially out of Government budget subvention. 

(g) payment providing passage of the individual, spouse of the individual and up to four of their 

children to or from a place of employment which correspond to the actual travelling cost where 

the individual is domiciled more than 20 miles from the place of employment and is recruited 

or engaged for employment solely in the service of the employer at the place of employment; 
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(h) retirement contributions and retirement payments exempted under the Public Service 

Retirement Benefits Act; and  

(i) payment that it is unreasonable or administratively impracticable for the employer to account 

for or to allocate to their recipients. 

(j) allowance payable to an employee who offers intramural private services to patients in a public 

hospital; and  

(k) housing allowance, transport allowance, responsibility allowance, extra duty allowance, 

overtime allowance, hardship allowance and honoraria payable to an employee of the 

Government or its institution whose budget is fully or substantially paid out of Government 

budget subvention 

Taxation of benefits in kind 
 
Where an employer makes payment for the personal needs of an employee through providing the 

employee with goods or services (as opposed to money) these are called benefits in kind. Taxable 

benefits in kind typically include those benefits which are for the personal use or consumption 

needs of the employee (e.g. employer providing housing for employee, employer providing for 

education of the employee’s children, employer giving goods or services free or at a cost lower 

than the market value to the employees). 

 

Quantification of taxable benefits in kind 

In general, the value of benefit in kind is quantified by the market value of the benefit, that means, 

the money that another person would have to pay on the market to receive the same good or 

service. 

However, special quantification rules apply to provision of motor vehicle, subsidised loans and 

provision of housing. 

Where an employer provides a benefit in kind which is chargeable on the employee which is not 

easily attributed to a particular month, then for the purposes of the tax withholding, the amount of 

the benefit shall be treated as paid to the employee proportionately over each month during which 

the payment or benefit is provided. 

 

Loans provided in return for services 

Where an employer provides a loan to the employee and where the term of the loan is twelve 

months or more and the aggregate amount of the loan and any other similar loans outstanding at 

any time during the previous twelve months exceeds three months basic pay, with no interest or 

interest rate below the statutory rate; the foregone interest amount on the loan is a taxable benefit. 

The benefit for the year of income is quantified as the difference between the interest the employee 

pays (if any) and the interest that would have been paid using the statutory interest rate applicable 

during the year of income.  Statutory rate in relation to a calendar year means the Bank of Tanzania 

discount rate at the start of the year. 
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Provision of an employer’s motor vehicle for personal use of the employee 

Where an employer provides a motor vehicle for the private use of the employee, this is a taxable 

benefit to the employee. However, where the employer does not claim a deduction in relation to 

ownership, maintenance or operation of the vehicle the benefit is not taxable on the employee. 

Where the benefit is taxable, it is quantified using the following table: 

 

Engine Size of Vehicle 

Quantity of payment 

Vehicle less than 
5 years old 

Vehicle more 
than 5 years old 

Not exceeding 1000cc Tshs. 250,000 Tshs. 125,000 

Above 1000cc but not exceeding 2000cc Tshs. 500,000 Tshs. 250,000 

Above 2000cc but not exceeding 3000cc Tshs. 1,000,000 Tshs. 500,000 

Above 3000cc Tshs. 1,5000,000 Tshs. 750,000 

 

The age of the motor vehicle is calculated from the date of the first registration of the vehicle in 

Tanzania. 

Provision of residential housing 

The value of housing, including any furniture or other contents, is calculated as the lesser of - 

i. the annual market value of the rental of the house; or 

ii. the greater of 15% of the employee’s total income for the year excluding the housing benefit 

component and the expenditure claimed as a deduction by the employer in respect of the 

premises during the year of income. 

Employment tax rates are tabulated as below: 

Employment Taxes (Payroll 
taxes) 

Deadline Rates (in %) 

Pay as You Earn (PAYE) 7 days after the month of 
deduction 

See detailed explanation 
below. 

National Social Security Funds 
(NSSF) 

1 months after the month 
end 

10% by the employer 

10% by the employee 

Skilled Development Levy (SDL) 7 days after the month end 4.5 

Workers Compensation Fund 
(WCF) 

30 days after the month end 1 
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PAYE slab rates: 

Slab rates (Amount in 
Tshs) 

Rate (in %) 

0 to 170,000 Nil 

170,001 to 360,000 9% 

360,001 to 540,000 20% 

540,001 to 720,000 25% 

720,001 and above 30% 

 

Capital Gain Tax  

 

Disposal of investment assets such as interest in land, building, shares, stock and securities 

situated in Tanzania are taxed regardless whether the disposal is made inside or outside Tanzania.  

For the purpose of computing capital gain tax, disposal can be termed as parting with ownership 

of the interest including when the interest is sold, exchanged, transferred, distributed, cancelled, 

redeemed, destroyed or surrendered in the case of interest of a person who ceases to exist, 

excluding a deceased individual, immediately before the person ceases to exist. 

When underlying ownership of an entity changes by more than 50% as compared to with that 

ownership at the time during the previous 3 years shall attract capital gain tax except when for a 

period of 2 years after the change the entity –  

(ii) conducts the business or where more than one business was conducted, all of the 

businesses that it conducted at any time during the twelve months period before the change 

and conducts them in the same manner as during the twelve months period; and 

(iii) conducts no business or investment other than those conducted at any time during the 

twelve months period before the change. 

The Capital Gain tax is charged on the net gain which is calculated as follows: 

Net gain = Full consideration received or accrued - cost of acquisition – expenditure incurred on 

any improvement to the asset - expenditure incurred wholly and exclusively in connection with the 

realization such as stamp duty, registration charges, legal fees, brokerage etc. 

The income chargeable under capital gains is to be included in the person’s gross total income for 

the year of income, where the person is required under the Act to file a return of income. 

Capital gains income of entities is charged to tax at the rates of 10 % for residents and 20 % for 

non-residents of the net gains amount. 

Nonetheless, the tax revenue authority’s current approach on the determination of a net gain 

realized is the higher of the consideration and the net worth of the assets. 
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Repatriation Tax 

 

Where a branch (domestic permanent establishment) of foreign company operates in Tanzania, 

its profits are charged at the rate of 30% of taxable income and funds repatriated by the branch to 

its foreign company are charged at the rate of 10% on repatriated income as provided in section 

72 of the Act. 

Dividend Distribution Tax 

 

Dividends distributed by a resident corporation, controlling 25% or more shares, shall be taxed at 

5% when paid to another resident corporation and 10% when paid to non-resident company.  

Corporation which are listed on Dar-es-Salaam Stock Exchange (DSE) and paying dividends to 

resident or non-resident entity shall be taxed at 5%. 

Dividends paid by other companies shall be taxed at 10% for resident or non-residents. 

Value Added Tax (VAT) 

 

The person whose taxable supplies exceeds Tshs 100 Million or more in the period of 12 months 

is expected to register for VAT within 30 days of crossing the said threshold limit. VAT registered 

person has to lodge monthly online VAT returns by registering through TRA website portal. The 

VAT rate prevailing in Tanzania is 18% on taxable goods and services. 

VAT on Financial Services: 

The Finance Act, 2016 has introduced chargeability of VAT on supply of financial services with 

effect from 1 July 2016 which were previously treated as exempt supply. However, supply of 

financial services supplied free of charge is still exempted.  

Financial services mean services of: 

a) Granting, negotiating, and dealing with loans, credit, credit guarantees and security for money, 

including management of loans, credit, or credit guarantees by the grantor; 

b) Transactions concerning money deposit, current account, payments, transfers, debts, cheques 

or negotiable instruments, other than debt collection or debt factoring; 

c) Transaction relating to financial derivatives, forward contracts, option to acquire financial 

instruments and similar arrangements; 

d) Transaction relating to shares, stocks, bonds, and other securities, but does not include 

custody services; 

e) Transactions involving granting or transferring ownership of interest in scheme whereby 

provision is made for the payment or granting of benefit by benefit fund, provident fund, pension 

funds, retirement annuity fund, preservation fund, or similar fund; 

f) Transaction involving the provision of, or transfer of ownership of health or life insurance 

contract or provision of reinsurance in respect of such contract; and 

g) Making payment or collection of an amount of interest, principal, dividend, or other amount in 

respect of any share, debt, security, equity security, participatory security, credit contract, 

contract of life insurance, or future contract,  
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h) Foreign exchange transactions, including the supply of foreign drafts and international money 

orders, but does not include supply of the services of arranging for or facilitating any of the 

services specified under paragraph (a) to (h). 

For the purpose of this, Financial institutions means Banks, Non-Banking financing, Insurance 

Companies, Pensions fund. 

It is obligation of supplier of financial services to register for VAT, file returns timely and accurately, 

pay VAT on due dates, issue taxable receipts and cooperate TRA for producing relevant 

information or documents whenever asked for. 

The Finance Act, 2016 provided the tax exemptions to the following intermediary services; 

• Supply of financial services supplied free of charge 

• Insurance premium for aircraft 

• Life insurance or health insurance 

• Insurance for Workers Compensation 

Any supplier of financial services who contravene the law will be subjected to punishment in 

respect of offence committed; such offences are covered under Tax Administration Act, Cap 438 

as provided for under section 82, 83 and 84 governing offences for failing to comply with tax law, 

offence for failing to pay tax and offence for making or using false or misleading statements or 

documents respectively.  

Withholding Tax 

 

Withholding tax is the amount of tax retained by one person when making payments to another 

person in respect of goods supplied or services rendered by the payee.  

Payment subject to Withholding Tax: 

 

Withholding tax applies to specific payments including  payment that is to be included in calculating 

the chargeable income of an employee from the employment, payment of investment return 

including dividend, interest, natural resource payment, rent or royalty, payment in respect 

to service fee and contract payments and payment in respect to supply of goods to the government 

and its institutions. 

  

Statement and Time for payment of tax withheld: 

 

• Every withholding agent shall pay to the Commissioner within 7 days after the end of each 

calendar month any income tax that has been withheld. 

 

• Every withholding agent shall file with the Commissioner within 30 days after the end of each 

6 months calendar period a statement in the manner and form prescribed specifying payments 

made by the agent during the period that are subject to withholding tax, the name and address 

of the withholdee, income tax withheld from each payment; and any other information that the 

Commissioner may prescribe. 

  

 

 

http://www.tra.go.tz/documents/Practice%20note%2001-2013.pdf
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Withholding Tax Certificate: 

 

A withholding agent shall prepare and serve on a withholdee a withholding certificate setting out 

the amount of payments made to the withholdee and income tax withheld from those payments. A 

withholding certificate shall cover a calendar month and shall be served within 30 days after the 

end of the month. However, in case of withholding tax from employment tax the certificate shall 

cover the part of the calendar year during which the employee shall be employed and shall be 

served by 30 January after the end of the year or, where the employee has ceased employment 

with the withholding agent during the year, no more than 30 days from the date on which the 

employment ceased. 

 

Withholding Tax rates: 

Description of Payment Rate for 

Resident 

Rate for Non- 

Resident 

(i)Dividends from the Dar es salaam Stock 

Exchange listed corporations 

(ii)  Dividend from resident corporation to another 

resident corporation where the corporation receiving the 

dividend holds 25% or more of the shares in the 

corporation 

5% 

  

  

5% 

5% 

  

  

NA 

Dividends from other corporations 10% 10% 

Interest 10% 10% 

Royalties 15% 15% 

Other Withholding payments from Investment Returns. 15% 15% 

Rental Income 10% 15% 

Technical services fees (mining) 5% 15% 

Transport (Non-resident operator/ charterer without 

permanent establishment). 

N/A 5% 

Insurance Premium N\A 5% 

Natural Resources Payment 15% 15% 

Service Fees 5% 15% 

Directors Fee (Non-full time Directors)  15% 15% 

Commission to agents by service providers on money 

transfer through mobile phones. 

10% N/A 

Payments for goods supplied to   Government and its 

institutions by any person. 

2% of gross 

payment 

N/A 
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Stamp Duty 

 

Stamp Duty is levied on the acquisition of real property, or rights in such property, share transfer 

of a company, lease agreements located within Tanzania.  

The tax is computed at a rate of 1 % on the fair market value of the property, but never on a value 

lower than the sales price. 

City Service Levy 

 

City service levy is a charge imposed by Local Government Authorities (LGAs) on corporate 

entities or persons conducting business. The levy is charged at the rate of 3% of turnover.  

 

B. DETERMINATION OF TAXABLE INCOME 

Residential Status 

 

Test of residence of an individual: 

 

An individual is resident in the United Republic for a year of income if the individual: 

(a) has a permanent home in the United Republic and is present in the United Republic during any 

part of the year of income, 

(b) is present in the United Republic during the year of income for a period or periods amounting 

in aggregate to 183 days or more; 

(c) is present in the United Republic during the year of income and in each of the two preceding 

years of income for periods averaging more than 122 days in each such year of income; or 

(d) is an employee or an official of the Government of the United Republic posted abroad during 

the year of income. 

 

Tests of residence of a corporation: 

 

A corporation is a resident corporation for a year of income if: 
 

(a) it is incorporated or formed under the laws of the United Republic; or 

(b) at any time during the year of income the management and control of the affairs of the 

corporation are exercised in the United Republic. 

 

Self-Assessment System 

 

The Self-Assessment System applies where a taxpayer determines his own tax liability and pays 

the tax on specified due dates.   
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Under this system an entity is initially supposed to file its own estimate of income, compute tax at 

appropriate tax rate and pay the estimated annual tax by quarterly instalments.   

Within six months from the end of an accounting period an entity shall file a return of income and 

audited accounts stating its actual income and actual tax for the year of income.   

An entity shall pay the balance of the tax due or claim the refund of overpaid tax on the date of 

filing the return. 

Income from Business 
 

Income from business is the gains or profits from conducting a business for the year of income 

other than exempt income, income from employment and final withholding payments. Taxable 

income is charged at the rate of 30% for the companies after deducting allowable expenditure from 

revenue.  

 

“Business” includes a trade, concern in the nature of trade, manufacture, profession, vocation or 

isolated arrangement with a business character;  and a past, present or prospective business, but 

excludes employment and any activity that, having regard to its nature and the principal occupation 

of its owners or underlying owners, is not carried on with a view to deriving profits. 

Income from Investment 

 

Income from investment means gains or profits generated from investing activities which are not 

directly related to the business. 

Income from investment includes dividends, interest, natural resource payments, rent, royalty, net 

gains from the realization of investment assets. 

The following shall be excluded for calculating income from investments: 

a) exempt amounts and final withholding payments; 

b) Carry forward loss from previous year;  

c) Current expenses; 

d) amounts that are included in calculating the person’s income from any employment or 

business. 

 

General Principles of Deductions 

 

All expenditure incurred during the year of income, by the person wholly and exclusively in the 

production of income from the business or investment is allowed as deduction while determining 

its taxable income. 

The Companies are not allowed to deduct the following expenses while determining its taxable 

income: 
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• Consumption expenditure which means any expenditure incurred by any person in the 

maintenance of himself, his family or establishment, or for any other personal or domestic 

purpose 

• Expenditure of the capital nature which means expenditure that secures a benefit lasting longer 

than 12 months 

• Tax payable under this Act 

• Bribes and expenditure incurred in corrupt practice 

• Fines and similar penalties payable to a government or a political subdivision of a government 

of any country for breach of any law or subsidiary legislation 

• Expenditure to the extent to which incurred by a person in deriving exempt amounts or final 

withholding payments 

• Distributions by an entity 

Interest 

 

Interest incurred by a person during a year of income under a debt obligation shall be incurred 

wholly and exclusively in the production of income from a business or investment if - 

(a) where the debt obligation was incurred in borrowing money, the money is employed during the 

year of income or was used to acquire an asset that is employed during the year of income 

wholly and exclusively in the production of income from the business or investment;  or 

(b) in any other case, the debt obligation was incurred wholly and exclusively in the production of 

income from the business or investment. 

Exempt controlled residents may deduct interest but to a limit not exceeding sum of interest 

equivalent to debt to equity ratio of 7 to 3. 

In this section, an entity is an exempt-controlled resident entity for a year of income if it is resident 

and at any time during the year of income, 25 % or more of the underlying ownership of the entity 

is held by entities exempt under the Second Schedule, approved retirement funds, charitable 

organizations, non-resident persons or associates of such entities or persons. 

Trading Stock 

 

There shall be deduction in respect of the trading stock of the business and the allowance 

determined as follows: 

a) the opening value of trading stock of the business for the year of income; plus 

b) expenditure incurred by the person during the year of income that is included in the cost of 

trading stock of the business; less 

c) the closing value of trading stock of the business for the year of income. 

Trading stock is valued at the lower of cost or the net realizable value. 
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Repairs and maintenance expenditure 

 

For the purpose of calculating a person’s income from any business, there shall be deducted all 

expenditure to the extent incurred during the year of income, by the person and in respect of the 

repair or maintenance of depreciable assets owned and employed by the person wholly and 

exclusively in the production of income from the business. 

No deductions are available for expenditure improving the assets, but that expenditure may be 

included in the cost of the assets if certain requirements are met. 

Research and Development expenditure 

 

In accordance to the Income Tax Act 2004, research and development expenditure is deductible 

if it is incurred by a person in the process of developing the person's business and improving  

 

business products or process and includes expenditure incurred by a company for the purposes 

of an initial public offer and first listing on the Dar es Salaam Stock Exchange but excludes any 

expenditure incurred that is otherwise included in the cost of any asset used in the use in any such 

process. 

Gifts to public and charitable organizations 

 

For the purpose of calculating a person's income for a year of income from any business, there 

shall be deducted 

• Amounts contributed during the year of income to a charitable institution or social 

development project; 

• Any donation made to Educational institutions; 

• Amount paid to local government authority which are statutory obligations or government 

directives to support community development projects. 

The deductions available for a year of income shall not exceed 2% of the person's income from 

the business. 

Depreciation allowances for depreciable assets 

 

For the purposes of calculating a person's income for a year of income from any business, there 

shall be deducted in respect of depreciation of depreciable assets owned and employed by the  

person during the year of income wholly and exclusively in the production of the person's income 

from the business the allowances granted under the Third Schedule. 
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Class Depreciable Assets Rates 
 

1* Computers and data handling equipment together with peripheral 
devices, automobiles, buses and minibuses with a seating capacity 
of less than 30 passengers, goods vehicles with a load capacity of 
less than 7 tonnes; construction and earth-moving equipment. 

37.5% 

2* Buses with a seating capacity of 30 or more passengers, heavy 
general purpose or specialized trucks, trailers and trailer-mounted 
containers;  railroad cars, locomotives and equipment;  vessels, 
barges, tugs and similar water transportation equipment;  aircraft;  
other self-propelling vehicles; plant and machinery used in 
agriculture or manufacturing; specialized public utility plant, 
equipment,  and machinery irrigation installations and equipment. 

25% 

3* Office furniture, fixtures and equipment; any asset not included in 
another Class. 

12.5% 

5** Buildings, structures and similar works of a permanent nature used 
in agriculture, livestock farming or fishing farming. 

20% 

6** Buildings, structures and similar works of permanent nature other 
than above 

5% 

7** Intangible assets  Over useful life 
of asset 

8** Plant and machinery (including windmills, electric generators and 
distribution equipment) used in agriculture and electronic fiscal 
device purchased by a non- Value Added Tax registered trader 
equipment used for prospecting and exploration of minerals or 
petroleum.  
Extractive sector – prospecting, exploration and development 

100% 
 
 
 
 

20% 

 

* Pools of Depreciable calculated basing on Diminishing value balance method.  
** Pools of depreciable assets calculated basing on straight line Method. 

Initial Allowance: 

Capital allowances on fixed asset expenditure such as initial allowance of 50% applies on the net 

cost of plant and machinery used in manufacturing (and fixed in a factory), fish farming, or in 

providing services to tourists (and fixed in a hotel). Total capital allowance granted to a person is 

available in two portions: the first portion (an initial allowance of 50%), if applicable, is available in 

the year of acquisition and the remaining portion is available during the subsequent years. 

Depreciation Allowance: 

For the purposes of calculating the depreciation basis of a pool of depreciable assets – 

a) the pool shall be reduced by any initial allowance available in respect of the asset, irrespective 

of the year of income for which the initial allowance is available; and 

b) expenditure incurred in acquiring a road vehicle, other than a commercial vehicle, to the extent 

that the expenditure exceeds Tshs 30,000,000 the excess shall not be recognised. 

 

For the purposes of this paragraph, “commercial vehicle” means –  

a) a road vehicle designed to carry loads of more than half a tonne or more than thirteen 

passengers; or  
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b) a vehicle used in a transportation or vehicle rental business. 

Realisation of depreciable assets: 

The excess of incomings derived from sales of depreciable assets over; 

(i) or (ii), as appropriate - 

(i) in the case of a Class 1, 2, 3 or 8 pool, the depreciation basis of the pool at the end of the year 

but disregarding those incomings; or 

(ii) in the case of a Class 4, 5 or 6 pool, the written down value of the pool at the end of the year 

but disregarding those incomings. 

Where the assets in a pool of depreciable assets of a person are all realized by the person before 

the end of a year of income, the pool shall be dissolved and - 

a) if the incomings derived from the realization of an assets, exceed the written down value of the 

pool of depreciable assets, the excess shall be included in calculating taxable income and 

b) if the written down value of the pool of depreciable assets exceed the incomings derived from 

the realization of all assets in the pool, the excess of written down value in the pool of assets 

may be granted for that year of income and the pool shall be dissolved. 

Losses on realization of business assets and liabilities 

 

For the purposes of calculating a person's income for a year of income from any business, there 

shall be deducted any loss of the person from the realization during the year of income of the 

following: 

• A business asset of the business that is or was employed wholly and exclusively in the 

production of income from the business; 

• A debt obligation incurred in borrowing money, where the money is or was employed or an 

asset purchased with the money is or was employed wholly and exclusively in the production 

of income from the business; 

• A liability of the business other than a debt obligation incurred in borrowing money, where the 

liability was incurred wholly and exclusively in the production of income from the business. 

Losses from business and investments 

 

For the purposes of calculating the income of a person (other than a partnership or a foreign 

permanent establishment) for a year of income from a business or investment, there shall be 

deducted: 

• Any unrelieved loss of the year of income of the Corporation from any other business or 

investment: and, 

• Any unrelieved loss of a previous year of income of the Corporation from any business or 

investment. 
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Carry-forward losses 

 

If a corporation made a loss from investment in the previous year, the loss can be carried forward 

and deducted from the corporation’s current year investment income. Losses can be carried 

forward this way from year to year indefinitely. However, loss carry forward is subject to the 

following limitations: 

a) Limits on losses of corporations 

If a corporation is sold (at least 50% of the underlying ownership changes) than losses made 

by it before the sale cannot be used to offset its income after the sale. The exception is where 

for a period of two years after the change the corporation conducts no investment other than 

that conducted at any time during the 12 months period before the change. 

b) Limits on investment losses 

If a corporation makes a loss from any investment it can offset income from other investments, 

and it cannot offset income from any business. 

c) Limits on capital gains 

If a corporation makes a loss when selling an investment asset, it can offset only gains from 

selling other investment assets. 

d) Foreign losses 

Foreign investment losses can offset only foreign investment income, losses on the sale of 

foreign investment assets can offset only gains on sale of foreign investment assets. 

Source of Taxable Income 

 

The chargeable income of a person for a year of income shall be – 

(a) in the case of a resident person, the person’s income from employment, business or 

investment for the year of income irrespective of the source of the income; and 

(b) in the case of a non-resident person, the person’s income from the employment, business 

or investment for the year of income, but only to the extent that the income has a source in 

the United Republic. 

(c) the income of a resident person without a permanent home in Tanzania and who at the end 

of the year of income has been resident in the United Republic for two years or less in total 

during the whole of the individual’s life shall be chargeable to tax only on income that has 

a source in Tanzania. 

 

Income from foreign sources 

 

A person’s foreign source of income or loss from an employment, business or investment shall be 

calculated as follows –  
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(a) the person’s worldwide income or loss from that employment or business or investment; less 

(b) any income with a source in the United Republic from that employment, business or 

investment; or plus 

(c) any loss with a source in the United Republic from that employment, business or investment. 

However, this general principle may be overridden by the provisions of a double taxation 

agreement or certain unilateral relief provisions contained in Tanzania’s tax legislation. A 

comprehensive set of rules govern the determination of the source of income. 

Keeping Sufficient records 

 

Unless otherwise authorised by the Commissioner by notice in writing, every person liable to 

income tax shall maintain in the United Republic documents that are necessary to explain 

information to be provided in a return or any other document to be filed with the Commissioner for 

the period of 5 years from the end of the year to which any income from the business or operations 

relates.  

 

However, Commissioner may, by service of a notice in writing require any person, whether liable 

to tax or not, to retain documents described with reasonable certainty in the notice.  

 

An entity must keep records including a cash book, a sales ledger, a purchases ledger and a 

general ledger. The type of books of account that should be kept will depend on the nature and 

the size of the business or operations 

 

C. BUSINESS LICENSE 

Business license shall be issued or renewed by the local authority upon presentation of a tax 

clearance certificate from the tax authority. 

D. FOREIGN TAX RELIEF 

A resident corporation may claim foreign tax credits in a year of income for any foreign income tax 

paid by a corporation to the extent to which it is paid with respect to the corporation’s taxable 

foreign income for the year of income. Foreign tax credits claimed shall be calculated separately 

for each year of income and shall not exceed the average rate of Tanzania income tax of the 

corporation for the year of income applied to the corporation's taxable foreign income. However, a 

corporation may elect to relinquish a foreign tax credit available for a year of income and claim a 

deduction for the amount of the foreign income tax; but otherwise no deduction is available for 

foreign income tax. 

 

E. EXCHANGE CONTROL 

Under the Investment Act 1997, investors are guaranteed unconditional transferability (through 

any authorized dealer in freely convertible currency) of net profits, foreign loan services, royalties, 

fees and technology transfer charges, emoluments of foreign personnel and repatriation of capital, 



Tanzania Tax Manuel 2019-2020 

19 
 

after taxes on the sale of the investment, However, all transactions in foreign currency are 

regulated by the Foreign Exchange Act which permits any person, resident or not, to: 

• Hold any amount of foreign currency; 

• Sell any amount of specified foreign currency to an authorized dealer; 

• Open and maintain a foreign currency account with a bank which is an authorized dealer. 

 

F. RELATED PARTY TRANSACTIONS 

TRANSFER PRICING 

 

The Government of Tanzania issued the Tax administration (Transfer Pricing) Regulations, 2018 

on 27 April 2018 which replaced the Income Tax (Transfer Pricing) Regulations of 2014. The 

regulations shall be read together with section 33 of the Income Tax Act. 

These regulations shall apply to a controlled transaction1 entered between a person located in 

United Republic of Tanzania and other person located in or outside the country. 

Documentation requirement: 

Taxpayers whose total transactions with associates amounts to or is above Tshs 10 billion is 

required to prepare and file the Transfer Pricing Documentation with the Income tax return filed for 

the year. 

For other taxpayers who is below threshold of Tshs 10 billion are also required prepare 

contemporaneous the Transfer Pricing Documentation and submit upon request by the Tanzania 

Revenue Authority (TRA) within 30 days from the date of request. 

Rigid Penalties for non-compliance: 

The penalties for any transfer pricing adjustment made as part of a tax audit is 100% of the unpaid 

tax. 

Failure to comply with the regulations is an offence, and upon conviction, the taxpayer is liable to 

imprisonment for a maximum of 6 months and or a fine of not less than Tshs 50 Million (USD 

22,000 approx.) or both. 

Advance Pricing Arrangements:  

The regulations also provide that a taxpayer can request the Commissioner to enter into an 

Advance Pricing Arrangements (“APA”). Basically, this APA can be unilateral, bilateral and 

multilateral based on the taxpayer request and determine in advance the prices of the future 

controlled transactions over a fixed period of time, but not exceeding 5 years of income. 

G. TAX TREATY 

Tanzania has a double taxation treaty (DTT) with each of the following countries: South Africa, 

Denmark, Canada, Finland, India, Italy and Norway. 

 

 
1 “Controlled transaction” means a transaction between associates. 
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However, the DTT with Zambia has no limitation under the treaty on withholding tax on dividends, 

interest, royalty and management fees. These payments are only subjected to tax in the originating 

country if they are not taxable in the recipient country. 

Under the DTT with Canada, India, and Sweden, interest rates are further reduced for certain 

percentages of ownership. 

Treaty Countries Dividend (%) Interest (%) Royalty (%) Management 

or professional 

Fees (%) 

South Africa 10% / 20% 10% 10% - 

Sweden 15% / 25% 15% 20% 20% 

India 10% / 15% 12.5% 20% 20% 

Italy 10% 15% 15% - 

Norway 20% 15% 20% 20% 

Finland 20% 15% 20% 20% 

Denmark 15% 12.5% 20% 20% 

Canada 20% / 25% 15% 20% 20% 

Zambia No Limitation No Limitation No Limitation - 

 

 

 

 

 

 

 

 

 

 


