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1. Holiday Season: Common Tax Deductions
With the holiday season coming up, many taxpayers are looking forward to being able to
kick back and have some fun at the annual holiday party. Yet, we all know that once the
holidays are over, tax season is right around the corner - and there are plenty of areas
where a company can save when it comes to tax deductions around the holiday season.
All reference to “the law” or “the Act” are in relation to the Income Tax Act 2004 unless
otherwise stated.

Charitable Donations
What the Act states:
Section 16: .-(1) For the purpose of calculating a
person's income for a year of income from any
business, there shall be deducted (a) amounts contributed during the year of income
to a charitable institution referred to in subsection
(8) of section 64 or social development project;

Our Comments:
The Act sets out specific rules
when it comes to deductible gifts
and donations, and only provides
tax deductions for donations
made to the following parties:
●

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.

(b) any donation made under section 12 of the
Education Fund Act; and
(c) amount paid to local government which are
statutory obligations or government directives to
support community development projects.
(2) The deduction available under subsection (1) (a)
for a year of income s hall not exceed two
percent of the person's income from the
business calculated without a deduction under
that subsection.
(3) For the purpose of calculating a person’s
income for a year of income from any
employment, there shall be deducted any donation
made under section 12 of the Education Fund Act.
(4) Subject to subsection (3), an employee who
makes a donation to the Fund may apply to the
Commissioner for deduction.

The deductions available for a
year of income shall not be more
than 2% of the person's income
from the business.

2

Travelling Costs
What the Act states:

Our Comments:

Section 7(3): In calculating an individual’s
gains or profits from an employment, the
following shall be e
 xcluded:

You won’t be able to recoup the tax on your
pleasure trip to Zanzibar, but if your travel
during the holidays is completely business
related — like year-end meetings or planning
for the next quarter — then you can write off
100 percent of your travel costs as tax
deductions. This includes a multitude of
expenses and not just the travel cost itself —
think hotels and taxis, too.

(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;
(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;

It is important to note that there are two
caveats to writing off your travel during the
holiday season, and they’re centred on how
much is for personal versus business. You
can only deduct the portion of your trip that’s
strictly for business, so any side trips to visit
friends or family are out.
Additionally, the law provides tax deductions
for employee travel to place of work
(including spouse and up to four children)
where the distance is greater than 20 miles.
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The Holiday Party
What the Act states:

Our Comments:

Section 7(3): In calculating an individual’s
gains or profits from an employment, the
following shall be e
 xcluded:

The law is vague on deductibility of tax
parties, and only refers to entertainment and
cafeteria services issued on premises.

(b) on premises cafeteria services
that are available 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;

In practice, we have seen certain deductions
allowed for business related expenses,
including holiday parties, provided they’re
primarily for the benefit for all employees, in
a non discriminatory basis.
In this case, it is important to maintain
sufficient paperwork to support such
deductions, including a guest list and details
plus purpose of the party. It’s also smart to
keep a record of the costs of food, drink and
entertainment, plus any details on business
discussions that may have occurred.
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2. VAT Regulations Update: Our Summary
Changes to the VAT regulations are set out below. All changes are effective from 19
October 2018.
Regulation 5: Condition for approval of VAT deferment on imported capital goods
The threshold of VAT payable for each imported capital good which VAT deferment is
requested has been changed from twenty million shillings to ten million shillings per unit.
Regulation 20: Due Date for VAT Return Filing
The due date for filing VAT returns remains the 20th of the month after end of tax period,
however clarifies that where the 20th falls on a weekend or public holiday, the return shall
be lodged on the following working day.
Regulation 27: Apportionment of input tax by partial traders
These regulations have been updated to give traders (who deal with both exempt and
taxable supplies) with a more accurate application of the apportionment formula included
in section 70 (1) of the VAT Act.
Regulation 35: VAT on financial services
The regulations are updated to clarify types of financial services subject to VAT, and
specifically excludes legal, accounting, advisory, tax agency, brokerage services and other
from the definition of financial services. Additionally, the new Regulation 35A requires
suppliers of financial services to issue monthly periodic statements to customers.
Regulation 36A: Procedures on goods transferred from Tanzania Zanzibar to Mainland
Tanzania
This regulation clarifies the procedure required for transferring goods from Tanzania
Zanzibar to Mainland Tanzania.
Regulation 36B: Zero rating locally manufactured goods in Mainland Tanzania sold to
Tanzania Zanzibar
Under Regulation 36B, manufacturers of goods in Mainland Tanzania are required to
provide documentary evidence which proves that goods supplied to Tanzania Zanzibar
have been locally manufactured in Mainland Tanzania.
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3. Transfer Pricing Regulations Update: Our Summary
Changes to the Transfer Pricing regulations are set out below, effective from November
2018.
Penalties
● The new regulations impose a
penalty equal to 100% of the
adjustment made during a tax audit
● The new regulations also introduce
a currency point system in
computing penalties
● Penalties for failing to comply with
documentation requirements is now
not less than 3,500 currency points
or Tshs 52,500,000

Documentation and Filing Requirements
● The new TP regulations have
modified the list of records and
documents required to support a
controlled transaction
● Additionally, taxpayers with
transactions with its related parties
de amounting to or above TZS 10
billion, are required to prepare and
file with TRA, their TP
documentation along with the
income tax return for the year of
income

Commodity transactions
● The new TP regulations require that
all commodity transactions use the
Comparable Uncontrolled Price
(CUP) method in analysing the arm’s
length nature of such transactions

Intangible Property
● The TP regulations provide
additional guidance when assessing
the arm’s length price to be charged
in respect of intangible property
● Under these regulations, the arm’s
length requirement applies to any
person involved in development,
enhancement, maintenance or
protection of intangible property

Intra-group services
● The regulations require taxpayers to
use the cost method in determining
consideration of intragroup services
● There is also now a specific
requirement to determine an arm’s
length interest for intra group
financing

Advance Pricing Agreement (APA)
● The maximum period of an APA is
set at 5 years
● Failure to comply with APA terms
will result in the APA being revoked
● Taxpayers who have entered into
APAs with TRA are required to
submit an annual compliance report
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4. December 2018 compliance deadlines
The following returns are due for submission to TRA on or before 31 December 2018:

Value Added Tax Return

Statement of Estimated Tax Payable
(revised)

Skills Development Levy: Monthly Return

Penalties apply (Tshs 225,000 per month) for companies failing to submit above forms before
deadline
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Disclaimer
The information contained herein is of a general nature and is not intended to
address the circumstances of any particular individual or entity. Although we
endeavor to provide accurate and timely information, there can be no guarantee that
such information is accurate as of the date it is received or that it will continue to be
accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.

