
Tanzania Budget 2021/2022

Ark highlights on key tax changes in 

Tanzania Mainland and Zanzibar. 

Talking tax compliance for economic development.

6/15/2021Ark – Key highlights on tax changes following Tanzania 2021-2022 Government Budget 1



“Tax compliance is influential in two 
ways (i) enriches freedom in doing 
business, and (ii) supports economic 
development”

- J o h n  S h i m b a l a ,  D i r e c to r  a n d  c o - fo u n d e r  o f  a rk
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Tax Revenue: 61% of Tanzania 2021-2022 Budget
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Key proposed changes in Tanzania Mainland
2021-2022 Government Budget Proposals
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Income Tax Act 2004 changes -
Mainland

Suggested changes Reason for changes Commentary

Reduction of minimum PAYE rate from 9 percent to 

8 percent

To provide tax relief to employees. The 1% reduction on the lowest band means the maximum 

relief is TZS 2,500 per month (about $1.09 per month). 

Whilst there is additional take home, same is still low. 

Exempt from Income Tax - interest income derived 

from Government bonds

To promote investment in treasury bonds meanwhile 

financing government projects

This is good news for pension funds who invest heavily on 

this area. Private investors can also benefit from this.

Minster to exempt income tax on Government or 

donor funded projects without requirement for 

Cabinet to approve

To fast-track tax exemption procedures This is commendable move having regard to quick 

decisions in tax exemptions which had been lacking for 

quite some time. 

Extension of scope of the 2% non-final WHT on 

agricultural products supplied to processing 

industries, millers, and other Government agencies

To increase the scope of tax net. This does not apply 

to small farmers and sales to Agricultural Marketing 

Cooperatives Societies (AMCOS).

There is a need to define who small farmers are to remove 

ambiguity in application.

Small-scale miners with annual turnover not more 

than TZS 100 million per annum to be taxed at (i) 

3% income tax (ii) 0.6% PAYE and royalty and (iii) 

0.4% SDL on the sale value of the minerals

To make it easier for small scale miners to comply, 

also to only require them to pay taxes when they have 

cash flows.

We applaud this consideration by the Government. 

Consolidation of taxes e.g., the 0.6% to satisfy both PAYE 

and royalty simplifies compliance. 
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VAT Act, 2014 
changes -
Mainland
▪ Promoting local refineries

▪ NGOs exempt on Government projects

▪ Exemption on smart phones

▪ VAT deferral limited to certain goods

▪ Commissioner of TRA can exempt VAT

▪ VAT applies on supplies to/from Zanzibar. VAT 
registered traders can claim refund

▪ A change overlooked? – Government to consider 
VAT exemption local sales by large scale miners 
with Special Mining Licenses (SMLs). 

Suggested changes Reason for changes Commentary

Exempt VAT on import of precious 

metals and raw minerals

To support local refining and 

smelting.

Good for local refineries. 

Government should consider VAT 

exemption on local sales of minerals 

by large-scale miners with SMLs.

Exempt Value Added Tax on insurance 

of livestock farming. 

To promote livestock farming in 

addition to the crop insurance 

granted last year.

Exempt VAT on Crude Oil under HS 

Code 2709.00.00

To provide relief to final consumer 

including relief to the operational 

costs of the EACOP.

Government to consider VAT 

exemption on purchase of goods and 

services in the Oil and Gas industry. 

VAT exemption on import or local 

purchases by a NGO’s solely for 

Government projects through 

agreements having VAT exemption 

clauses

Purpose is to reduce the costs to 

implement projects.

We recommend exemption to extend 

to all goods and services imported or 

procured locally for use in charitable 

activities.

Exemption of VAT on smart phones, 

tablets, and modems

To promote usage of data and 

internet services.

Smart move given the importance of 

data and communication.

To limit VAT deferment on Capital 

Goods in line with chapters 84, 85 

and 90 of the EAC CET

To address abuse of incentives 

granted due to uncertainty. 

Taxpayers to assess the impact 

based on their business model.

Commissioner of TRA to approve VAT 

exemptions on Government and 

donor projects.

To simplify the VAT exemption 

process.

This is good news following the pains 

that taxpayers have witnessed in the 

process. We believe the CG will make 

quick decisions to meet the intended 

outcome.

Introduce VAT on goods from 

Mainland to Zanzibar and to restore 

VAT refunds scheme

To address the historical issue on 

traders who purchase goods with 

VAT being taxed again for the same 

goods on importation.

Does not address the purchase of 

services also imports by entities with 

ZIPA incentives (e.g., developers of 

real estates).
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Tax Administration Act, 2015 -
Mainland

Suggested changes Reason for changes Commentary

Remove Section 70 (2) to give the 

Commissioner power to remit interest 

and penalties. 

To enhance efficiency and effectiveness 

in determination of such applications.

This move was longed-for by the taxpayer’s 

community because under the current law, it 

was quite hard to obtain a waiver of interest 

and penalties. To encourage further 

compliance, we recommend another tax 

amnesty.

Remove of the 100% penalty of the 

Transfer Pricing adjustments for failure 

to comply with TP requirements. 

To relieve taxpayers from the heavy 

burden of the penalty and to improve 

business environment and promote 

investment in the country.

This was the most burdensome and punitive 

law for investors in Tanzania.
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The Vocational, 
Educational and 
Training Act, 
CAP 82 -
Mainland

▪ 10 employees is minimum 

number of staff for SDL to 

apply

▪ Religious Health Institutions 

exempt from SDL

▪ 0.4% new SDL rate for small-

scale miners

Suggested change Reason for changes Commentary

Increase the minimum 

threshold number of 

employees for paying Skills 

Development Levy from 4 

employees to 10 

employees.

To create a friendly 

business and investment 

environment in the 

country.

The best news for small 

businesses and start-ups.

We hope that those who 

are currently paying SDL 

with less than 10 

employees will have a 

smooth transition.

Exempt religious health 

institutions from Skills 

Development Levy. 

To reduce operational 

cost to these institutions 

given their role in the 

health sector.

Positive consideration to 

recognize contribution by 

religious institutions in 

the health sector. 

Introduction of 0.4% Skills 

Development Levy on 

individual employers 

engaged in small-scale 

mining operations. The 

payment will be made only 

at the time of selling 

minerals.

The objective of this 

measure is to create 

convenience to small 

scale miners to make 

payment of the levy 

considering cash flows.

Taxpayers on this area 

should note that this is a 

cost to employers.

Important to know: SDL 

rate in Zanzibar is 5% and 

in Mainland is 4%.
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Workers Compensation Fund Act, 
Cap. 263 - Mainland

Suggested change
Reason 

for 

changes

Commentary

Reduction of the rate of 

contribution for Private 

Sector from 1% to 0.6% 

of total gross monthly 

salary of employees. 

To provide 

relief to the 

Private 

Sector 

Employers

The business community appreciates this reduction. We encourage the 

same move on SDL to contain the cost of doing business.

There is still scope to reduce the rate by a further 0.1% to harmonize 

with the rate applicable to Government entities. In addition, 

Government to consider the rate of interest for late payment – currently 

too high (10% per month meaning 120% per annum).

Need for clarity on whether WCF applies on internship allowance, also 

on one off payments such as bonus, terminal benefits, etc. 

Important to know: WCF does not apply in Zanzibar.
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Other 
important non-
tax changes -
Mainland
▪ Single window for permits applications

▪ Employment of non-citizens – penalties 
and fines for non-compliance

▪ CAG to audit all entities where the 
Government has shares

▪ Property tax to be embedded in 
electricity bills (TZS 1,000 per month for 
ordinary building with 1 electricity meter 
and TZS 5m for each story building or 
apartments with one meter.

Introduction of single window system aimed at enhancing work and residence 
permit applications that will be done online. The aim is to fast track the 
process.

Introduction of a penalty of TZS 500,000 per month to employers with non-
citizens for failure to file monthly returns to Labour Commissioner. The 
proposal requires each employer to file monthly returns showing salary 
details for all expatriates. 

Before this change, the law was silent on implications for non-compliance. 
The Minister now proposes a fine of TZS 10m or imprisonment or both for 
failure to comply with the monthly return filing requirement. 

The overall aim of the change is to enhance voluntary compliance.

The Controller and Auditor General is now given powers to audit all entities 
where the Government is a shareholder. This gives broader powers and 
requires massive resources (both human and time). We believe CAG will 
engage local firms to support on this exercise.

Property tax to be embedded in purchase of electricity – this is a very smart 
move by the Government. The regulations will address the issue of shared 
meters. We encourage the Government to also consider guidance on house-
holds that use solar power.
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Key proposed changes in Tanzania Zanzibar
2021-2022 Government Budget Proposals
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Zanzibar budget 2021/22 changes

Suggested changes Reason for changes Commentary

Mainland entities to pay tax in Zanzibar To increase revenue collections in Zanzibar Currently, entities registered in Mainland do not 

pay income tax in Zanzibar, apart from non-union 

taxes such as VAT. Looking forward to this.

Like Mainland, Zanzibar will now not charge VAT 

on importation of goods from Mainland and 

instead, registered traders will be able to claim 

refund

To remove the complexities under the two VAT 

systems.

The law is not clear about “services” between the 

two sides of the country, also the restriction on 

application of refunds to only registered traders 

does not help entities under ZIPA or TIC with VAT 

exemptions without VAT registration.

Government is suggesting to introduce 15% levy 

of rental charged to visitors under Airbnb 

arrangements

To widen tax net This introduces a fair playing field among players 

in the tourism industry which is commendable. 

The Government needs to come up with a 

mechanism to identify players in the industry.

Exemption on raw material for use in cloth 

manufacturing

To promote local industries engaged in clothing 

industry.

The Government to introduce an electronic 

payment system namely ZanMalipo to collect 

Government revenue

This is to ensure efficiency and security in 

Government revenue.

A similar system exists in Tanzania Mainland 
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Zanzibar budget 2021/22 changes

Suggested changes Reason for 

changes

Commentary

The Government is 

introducing a system to 

restrict tax administrators 

to use measures such as 

barring businesses as 

well as freezing bank 

accounts for taxpayers. 

This is to reduce 

inconvenience 

to taxpayers 

President Samia Suluhu Hassan 

echoed the same in Mainland. 

For mainland, businesses look 

forward to seeing this change 

reflected in the tax administration 

act.

The Government is 

introducing heavy 

penalties for misusing 

exemptions. 

To enhance 

compliance

This will include (i) 100% of the 

tax exempted (ii) 50% penalty on 

correct tax and (iii) barring the 

applicants on future applications.

Reduction in stamp duty 

rates

To reduce cost 

of doing 

business for 

small players in

In Zanzibar, stamp duty applies to 

taxpayers below the VAT 

registration threshold. Zanzibar 

has been charging 3% on sales 

above the specific rates. 

New stamp duty rates as indicated below:

No Annual Revenue (TZS) Rate (TZS)

1 Sales not more than TZS 

5M

0

2 More than TZS 5M but 

not beyond 10M

100,000

3 More than TZS 10M but 

not beyond 15M

200,000

4 More than 15M 2% of sales
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Zanzibar budget 2021/22 changes

The proposed PAYE table with effect from 1 July 2021 for 

Zanzibar, same as Mainland (in TZS) - is as follows:
Suggested changes Reason for changes Commentary

The two sides of the country 

have had two different PAYE 

bands. Zanzibar has now 

harmonized this with Mainland

To remove differences in 

taxation under the same law 

(i.e., the Income Tax Act, 2004

The VETA Act has not been 

amended to reduce the SDL 

rate for Zanzibar to 4%. This 

needs to be addressed. 

TZS 2m fine per transaction for 

failure to issue a receipt

To enhance voluntary 

compliance and Government 

revenue collections

Increase the time limit to claim 

VAT claims from the current 3 

months to 6 months

To add more time for taxpayers 

to claim input VAT

The law should include 

guidance on services imported 

from Mainland.

The law to change to require 

the tax revenue appeals 

machinery to conclude cases 

within 90 days from the date of 

hearing.

To speed up the process to 

conclude tax cases to also 

enhance revenue collections

Trade levy to be abolished To reduce compliance burden

Min Max Rate Tax Cumulative

270,000 270,000 0% - -

270,000 520,000 8% 20,000 20,000 

520,000 760,000 20% 48,000 68,000 

760,000 1,000,000 25% 60,000 128,000 

1,000,000 30%
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Zanzibar budget 2021/22 changes

Suggested changes Reason for changes Commentary

Introduction of environmental levy to apply on 

ship-to-ship fuel transfer

The aim is to protect the environment

To abolish the requirement to pay 25% of tax 

assessed to secure tax instalments approval 

against conceded tax liability

To reduce cash flow and compliance burden to 

taxpayers

To introduce VAT exemption on cooking oil, iron 

sheets, iron bars and cement  

To make it easy for consumers VAT exemptions must be harmonized with 

Mainland otherwise Tanzania Mainland will have 

a disadvantage in selling to consumers in 

Zanzibar who will not be able to claim refund.

The law now will be amended to require a tax 

clearance from TRA and/or ZRB before the 

registrar of titles is able to approve transfer of 

title to land, building and shares

To enhance compliance A similar provision applies in Tanzania Mainland. 
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Proposed reforms in the Zanzibar 
tax administration system

Connecting TRA and ZRB IT systems to enhance exchange of information and tax collections

Recognition of internet businesses to widen tax net

Introduction of block management system to recognize taxpayers’ segmentation block wise

Government to continue focusing on tax audits for financial institutions and telecom companies

Government to obtain financial information from third parties using financial intelligence unit, to increase revenue

Government to focus on verification of existing tax debts and to proceed with tax collection measures 

The Government to introduce annual property tax (TZS 10k for ordinary house and TZS 50k for each story)

Introduction of electronic system to collect visitors’ information including hotels and rates paid for tax collections

TRA to introduce a system to value imports for proper tax assessments

Government to increase dividend rate from the current 20% to 50% from Government entities

Introduction of VFDs (receipt system) with effect from 1 July 2021
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Looking 
ahead…

Finance Act - effective 01/07/21.
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Finance bill to 
come out any 
time soon

1

Finance Act 
2021 will be 
effective 1 July 
2021

2

Ark will provide 
updates for 
taxpayers' 
awareness

3



ARK ASSOCIATES LIMITED

Dar es Salaam

368 Msasani Road Oysterbay 14111

2nd Floor Mikumi House

P O Box 9673 

Dar es Salaam Tanzania

Zanzibar 

Fumba Town Development Centre

P O Box 4840

Unguja, Mjini Magharibi, Zanzibar

+255 743 267 709/+255 743 264 223

info@ark.co.tz

www.ark.co.tz

For further advice and 
support, please contact us

John Shimbala, Partner/Director - Head of Tax and 

Compliance

jshimbala@ark.co.tz

Godfrey Temba, Partner/Director - Head of 

Assurance and Audit services

gtemba@ark.co.tz

Johnpaul Thadei, Director/Advocate - Head of 

Company Administration & Legal Services

jthadei@ark.co.tz

Martha Lukasi, Partner – Assurance, Audit and 

Accounting Services - Arusha Market, ark

mlukasi@ark.co.tz
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We have prepared this publication for purposes of general highlights on the recent budget speech by the
Ministers of Finance for both Tanzania Mainland and Zanzibar. The commentary and any views or suggestions
included in this publication do not necessarily represent ark opinion or substitute of the law. In case of further
clarifications or tax advice on any aspect of this publication, please contact us for official engagement and advice.
Because this summary is based on the budget proposal, the same should not be construed as the law because
the budget remains subject to parliamentary debates and changes.

© ark 2021. ark is a registered accountancy firm providing tax, audit, accounting, company 
administration, and legal services. Headquartered in Dar es Salaam, Tanzania, the firm has 
a branch in Zanzibar.

www.ark.co.tz
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