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Finance Bill 2024 Insights

Introduction

Following the budget speech delivered by the Minister of Finance and Planning on 13 June 2024, the Finance Bill (“the Bill"") was released to the public on
20 June 2024. This alert sets out a high-level summary of the key changes and specifications contained in the Bill, which if passed by the National

Assembly will become law effectively from 1 July 2024.

The Bill proposes various amendments to a number of laws which includes tax laws covering Direct Taxes, Indirect Taxes, and Administrative Changes. The
Bill also highlights some expected changes in the Taxation of Mining, and Gaming, Sports & Recreation sectors.

To read the Budget Highlights document please click here.

The publication contains general information only and Deloitte is not, by means of this publication rendering accounting, business, financial, investment, legal, tax, or other professional advice or services. This
publication is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or action that may affect your business. While all reasonable care has been taken in the
preparation of this publication, Deloitte and its associates accept no responsibility for any errors it may contain, whether caused by negligence or otherwise, or for any loss, however caused or sustained by

any person who relies on it.

Miscell fees & P
- Income tax Withholding Tax Value Added Tax Excise duty S€e 1:5;::;5 €68 Tax administration Contacts

© Deloitte Consulting Ltd Finance Bill 2024 Analysis
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Income Tax
We outline the key Income tax proposals below.

Exemption of tea
businesses from a
requirement to pay
Alternative
Minimum Tax
(AMT).

Introduction of a
requirement to
have fiscal receipts
for expenditures to
be deductible.

The Bill proposes to amend section 4(8) to add tea
processing businesses as part of businesses exempt
from a requirement to pay AMT, this exemption is
limited to a period of three (3) years from 1 July 2024 —
30 June 2027.

The Bill proposes an amendment of section 11 to
introduce an additional requirement to have fiscal
receipts for expenses to qualify as deductible for
income tax purposes.

This requirement does not apply for purchases from
non-resident persons without a permanent
establishment in Tanzania as well as persons excluded
from a requirement to issue fiscal receipts in
accordance with section 36(2) of the Tax Administration
Act.

Section 4(8) of the Income Tax Act provides a general exemption of agricultural business from
payment of AMT which is a 0.5% turnover tax imposed on businesses with perpetual unrelieved
losses for three consecutive years. Agricultural business is defined under section 19, and it excludes
businesses that involves any act of processing of agricultural produce other than preparing such
produce for the purpose of sale in its original form.

The tea leaves cannot be sold in markets without being processed hence there has been challenges
in fitting tea processing into the existing definition of agricultural business as tea leaves’ form is
changed upon completion of processing.

This change is very welcomed however the proposed time limit of three years should be looked at,
as the businesses are purely doing agriculture and the processing done is continuous and necessary
as the leaves cannot be sold in their original forms from the farms.

Whist the intention of the government is to emphasize on issuance of fiscal receipts and protection
of government revenue, the proposed amendment may not fully align with the provisions of section
21 (3) of the ITA which provides that “A corporation shall account for income tax purposes on an
accrual basis”, meaning that transaction can be considered as deductible even when they are
accrued without presence of invoices/receipts.

With the proposed change, expenses that are not supported by fiscal receipts will likely be
challenged by the revenue authority, even when the conditions for accrual are met. There is a need
to refine the provision further to clearly stipulate that accrued expenses will continue to be
deductible and the proposed change will only affect purchases that have already been invoiced.

Miscellaneous

Tax administration Contacts

Value Added Tax Excise duty

Amendments

Introduction - Withholding Tax
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Income Tax
We outline the key Income tax proposals below

Exclusion of contribution
made by executive agency,
public authority or public
institution to the Consolidated
Fund from the definition of
excluded expenditure.

Restriction of loss utilization
for entities having unrelieved
losses for 4 previous
consecutive years and a
chargeable income for the
year.

Clarification on applicability of
change of control rules on
allotment of new shares.

Introduction - Withholding Tax

© Deloitte Consulting Ltd

A further proposed amendment to section 11 is to exclude
contributions made by an executive agency, public authority or
public institution to the Consolidated Fund from the definition of
excluded expenditure which are considered as non-deductible
expenditure.

The Bill proposes to amend section 19(2) by restricting loss
utilization for entities with chargeable income for the year and
unrelieved losses for the previous four years to the tune of up to
60% of chargeable income for the year from the current loss
utilization of 70% of chargeable income.

The Bill proposes to amend section 56(5)(a) to indicate that
change of control rules will not apply to transactions relating to
allotment of new shares by resident entities only. This means that
the rules will apply to similar transactions by non-resident
entities.

Value Added Tax Excise duty

Excluded expenditure is currently defined to include distributions by an entity
(among other items), therefore with this amendment the contribution made by
an executive agency, public authority or public institution to the Consolidated
Fund will be considered as allowable expenses hence deductible in determining
taxable income for those entities.

The proposed change means that loss utilization by entities having unrelieved
losses for 4 consecutive years will be limited to the tune of 60% of chargeable
income for the year from the current 70% of chargeable income. While entities
with unrelieved losses are eligible to utilize the same indefinitely against their
taxable income, the amendment increases the period towards which such
entities can utilize full amount of unrelieved loss available to them by slowing
down the utilization of such losses to 60% from the fifth year, meaning that
entities will now be taxed on the remaining 40% of the chargeable income for
the year compared to the current 30%.

This amendment provides more clarity regarding the exemption that was
introduced by the Finance Act 2023 which posed some ambiguity in respect of
allotment of shares at group level, but between non-residents. With this
clarification, the deemed realization will be triggered from allotment of new
shares by foreign entities with subsidiaries in Tanzania. Whilst providing clarity,
this is not ideal given the fact that in some cases, new investments come in by
way an allotment of shares at an offshore level leading to a change of control
(which ordinarily one would not seek to tax as it not caused by a disposal).

Miscellaneous

Contacts
Amendments

Tax administration
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Income Tax
We outline the key Income tax proposals below.

Addition of institutions dealing with
advancement of health services and
environmental conservation in the list
of institutions that qualify as charitable
organizations.

Introduction of a definition of a term
gross payment; and

Restriction of application of single
instalment tax to resident individuals as
opposed to resident persons who
realizes an interest in land or building
and do not have records of costs of
assets.

Introduction - Withholding Tax

© Deloitte Consulting Ltd

The Bill proposes to amend section 64(8)(a) to include
institutions dealing with advancement of health services
and environmental conservation in the list of institutions
that qualify as charitable organizations for income tax
purposes.

The Bill proposes to amend section 90 by defining gross
payment to mean the total amount of payment received
by a non-resident person, an instalment payer in
conducting a business of land, sea or air transport
operator or charterer excluding any fees, charge or tax
paid by a passenger and received by that person on
behalf of the Government.

Section 90(1)(b) is further amended by restricting the
application of single instalment tax of the higher of 3%
of the incomings or approved value of the asset to
resident individual.

Value Added Tax Excise duty

The amendment expands the charitable organization scope for purposes of
charitable status, to include institutions that deal with advancement of health
services and environmental conservation in addition to organizations dealing
with relief of poverty to the public, advancement of education and provision of
general public health, education, water or road construction / maintenance.

The signaled intention to incentivize the organizations that deal with those
activities is laudable. It is important that the procedural execution is also done
by issuing a charitable status to organizations that actually qualify. The granting
of such status still remains at the discretion of the Commissioner.

This is a much-needed amendment, especially for non-residents providing
transport services in Tanzania, as there was no clear guideline in respect of
what should be considered as a gross payment; which is the base of the 5%
single instalment income tax paid by non-residents on the payments received
from their clients. With this change it is clear that, fees, charges and taxes which
is part of the payments received is not part of gross payment which is the base
of the tax.

The Finance Act 2023 introduced a single instalment tax of the higher of 3% of
the incomings or approved value of the asset to resident person who realizes an
interest in land or building and do not have records of costs of assets.

However, the amendment clarifies that the same will only be applicable to
resident individuals, which means that an entity is expected to have records of
costs of assets and therefore single instalment tax payable by resident entities
will be 10% of the gain as per section 90(1)(a).

Miscellaneous

Contacts
Amendments

Tax administration
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Income Tax
We outline the key Income tax proposals below.

8. Expansion of timeframe for filing of return * The Bill proposes to amend section 91 by introducing a new time e The amendment extends the time period for filing of a return of
of income by persons whose financial frame of filing a return of income to persons whose financial income to persons whose financial statements are audited by
statements are audited by the Controller statements are audited by the CAG to be 9 months after the end of the CAG from the original 6 months applicable to all other
and Auditor General (CAG). their year of income. persons to 9 months. This is to align the return filing time with

the reporting timelines set out by section 34 of the Public Audit
Act which gives the CAG a period of 9 months to submit the final
audited reports.

9. Exclusion of income tax filing obligationsto ¢ The Bill proposes to amend section 92 by eliminating the obligation e The amendment extends the scope of persons not required to
non-resident individuals whose income is of non-resident individuals whose income is exclusively from file income tax return to cover non-resident individuals whose
exclusively from employment. employment to file income tax return. income is exclusively from employment in addition to the

existing exclusion to resident individuals whose income is
exclusively from employment. This change will reduce the
compliance burden to the non-resident individuals.

9. Amendment of indicative income tax rates * The Bill proposes to amend paragraph 2(5) of the First Schedule by e This change is to refine the number of passengers and increase
for passenger transportation businesses amending the indicative rates for passenger transportation tax payable for some bands in the schedule.
whose gross income do not exceed TZS businesses whose gross income do not exceed TZS 100 million and
100 million and are not legally bound to are not legally bound to prepare accounts in comparison to the
prepare accounts. existing rates as shown in the table on the next page.

Introduction - Withholding Tax Value Added Tax Excise duty Ix‘::‘::::ﬂ::z:: Tax administration Contacts
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Income Tax
First Schedule - rates for passenger transportation businesses

Current rates Proposed rates
S/N No. of passengers Rates (TShs) No. of passengers Rates (TShs)
1 Up to 15 250,000 Up to 15 250,000
2 16 to 25 550,000 16 to 30 650,000
3 26 to 45 1,100,000 31to45 1,100,000
4 46 to 65 1,600,000 46 to 65 1,600,000
5 Above 65 2,200,000 Above 65 2,200,000

Introduction - Withholding Tax Value Added Tax Excise duty le::‘:::‘a:‘:::: Tax administration Contacts
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Withholding Tax

We outline the key withholding tax proposals below.

1. Adding the term “digital asset” in the
definition of the term asset, and

introduction of new definitions including
“artisanal miner”, “digital content” and
“digital content creator”.

2. Withholding Tax (WHT) on rent payable
for construction equipment/ machinery

© Deloitte Consulting Ltd

Introduction

Income tax

The Bill proposes to amend section 3 by including the below definitions in
addition to inclusion of the term digital asset in the definition of the term
asset.

- Artisanal miner to mean a person who acquires minerals, and include

laborers in mining activities other than a holder of any license under the

Mining Act;

- Digital content to mean electronic content that may be downloaded,
streamed or accessed in any manner, which is not simultaneously
broadcasted over any conventional radio or television network in the
United Republic; and

- Digital content creator to mean a person who produces digital content
in formats that can be shared using a digital medium or platform over
the internet.

The Bill proposes to amend section 82 by introducing WHT on rent for
construction equipment/ machinery and further adding a definition of
construction equipment or machinery to mean equipment, machinery,
structure, scaffolding, materials, tools, supplies or systems rented or

leased by contractor or its subcontractors for use in accomplishing the

construction works but not intended to form part of the structure to be

built or for incorporation into the project.

Miscellaneous

Excise duty Amendments

The added definitions will be useful while determining the
coverage and extent of applicability of the proposed WHT on
digital assets, digital content and digital content creators as
added in the subsequent provisions of the Income Tax Act.
However, the definition of the term ‘digital content’ is rather
broad and may, in theory capture, entities / activities that may
not be anticipated by this change. Given its evolving nature, we
expect the legislation to evolve with digital taxation in the
coming years.

The amendment widens the scope of WHT to include income
derived from rent of equipment in construction. This particularly
adds a compliance burden in the construction sector and may
impose cashflow challenges for the players as well. It may as well
increase the cost of equipment/machinery rentals, should the
owners want their payments on net amount regardless of the
taxes.

Tax administration Contacts

Finance Bill 2024 Analysis




Withholding Tax

We outline the key withholding tax proposals below.

3. Exemption of WHT on interest
payable by resident financial

institution to non-resident financial

institutions/ funds that have

agreement with the Government of
the United Republic of Tanzania

(URT).

4. Introduction of 2% WHT on

payments received for purchases of
industrial minerals other than salt

or metallic minerals other than

precious metals.

5. Introduction of WHT for payments
made to digital content creators

© Deloitte Consulting Ltd

Introduction

Income tax

The Bill proposes to amend section 82 by exempting WHT on interest payable by a
resident financial institution to a non-resident financial institution or non-resident fund
having an agreement with the government of the United Republic of Tanzania which
provides for lower interest loan rates to resident financial institutions provided that
such resident financial institution/fund charges lower interest rates to resident
beneficiaries of loans sourced from such non-resident financial institution/ fund but
excludes interest payable on any loan taken by a resident financial institution from a
related non-resident person.

The Bill proposes to amend section 83(1) by introducing a WHT on payments for
purchases of industrial minerals other than salt, or metallic minerals other than precious
metals as defined by the Mining Act, supplied by holder of a primary mining license or
artisanal miner.

The Bill proposes to add section 83B and introduce WHT at a rate of 5% on payments
made to resident digital content creators by both resident and non-resident persons

Miscellaneous

Excise duty Amendments

Tax administration

This is a move by the government to ensure
accessibility of concessionary loans to resident
financial institutions which will in turn result to
accessibility and affordability of loans (financial
inclusion) which will foster local investment. The
exemption will also ensure that the lower interest
loans are shielded from the WHT impact.

This measure intends to extend the scope of
taxation on small-scale miners of industrial and
metallic minerals in addition to taxation of precious
metals, gemstones and other precious stones
introduced by the Finance Act 2023

An increase in online activities by users led to the
government effort to widen the tax base by
targeting digital content creators who earn income
from such activities. Given the broad coverage of
what ‘digital content’ entails, It is expected that a
lot of creators will be falling into the basket should
this proposal pass.

Contacts

Finance Bill 2024 Analysis




Withholding Tax

We outline the key withholding tax proposals below

6. Introduction of WHT for
payments to owners of digital
assets.

7. Introduction of WHT on
payments to resident
intermediary persons involved
in agricultural produces.

8. Introduction of categories of
payments that qualify as final
withholding payments

Introduction

© Deloitte Consulting Ltd

* The Bill proposes to add section 83C to introduce a WHT requirement at a
rate of 3% to non-resident person who owns a digital asset exchange
platform when making payments to resident persons.

* Adigital asset is defined “as anything of value that is not tangible including
crypto-currencies, token codes, number held in digital form, and generated
through cryptographic means or any other means, by whatever name
called, providing a digital representation of value exchange with or without
consideration that can be transferred, stored or exchanged electronically”

The Bill proposes to reintroduce WHT of 2% on agricultural produce by adding
section 83D on payments made by resident entities in respect of agricultural,
livestock, forestry, or fishery products supplied by a resident intermediary.
Resident intermediary has been defined to mean “a person who purchases or
collects agricultural, livestock, forestry or fishery products from a person who is
directly engaged in agricultural, livestock, forestry or fishery activity and
supplies such products to a resident entity”.

The Bill proposes to amend section 86(1) by adding new payments classified as
final withholding payments. These include payment made by resident
intermediary as introduced by section 83D; and payments made to an
independent individual resident in respect of tour guiding services and
connected services such as porter, chef or luggage carrying.

Income tax Excise duty

Miscellaneous
Amendments

Similar to the content creators, the government intends to explore
the taxation of persons who earn income from online activities.
With technology growth and an increasing number of resident
persons engaged in online trading such as cryptocurrencies, the
move will expand the tax base and boost the government’s
revenue collection. This is a continuation of what we have seen in
the last fiscal year where the government introduced Digital
Service Tax (DST) which was a step towards taxation of digital
economies.

Back in 2021, the government introduced WHT on agricultural,
livestock, and fisheries products which was later repealed in the
same year. However, the government has now reintroduced the
tax with the intermediaries being the target. With targeted group
i.e., the intermediaries being clearly stipulated, we do not foresee
the challenges faced in 2021.

While we note the classification of payments to individuals in
respect of tour guiding services as final withholding payments, we
have observed that the Finance bill has not include a charging
provision to impose WHT on such services and we hope the same
will be clarified with the issuance of the Finance Act.

Tax administration Contacts

Finance Bill 2024 Analysis
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Value Added Tax
We outline the key VAT proposals below.

1. Introduction of new definitions The Bill proposed to add new definitions under section 2 as provided below:
*  Gaming supply to mean a supply of gaming activities as defined under the Gaming Act;

* Online data services to mean any form of monetization of user data including the sale
or licensing of, or access to user data or information collected through user
engagement with an online platform, whether sold or licensed directly or indirectly,
aggregated or disaggregated, anonymised or used in any other form;

* Serviced apartment to mean a furnished apartment or similar established, available for
short or long-term stay, providing amenities for daily use, housekeeping and a range of
other services all included within the rental price.

2. Exemption of VAT on importation or The Bill proposed to exempt VAT on importation or supply of water, sanitation, and
supply various products treatment chemicals by a water supply and sanitation authority, subject to approval by the
Minister responsible for water. These treatment chemicals include:

e Chlorine of HS code 2801.10.00,

* Aluminium sulphate of HS code 2833.22.00,

* Calcium hypochlorite of HS code 2828.10.00,

* Powdered activated carbon of HS code 3802.10.00,
* Potassium permanganate of HS code 2841.61.00,

e Carbon dioxide of HS code, 2811.21.00,

* Polly aluminium chloride (PAC) of HS code 2827.32.00,
* Hydraulic lime of HS code 2522.30.00,

* Sodium metal bisulphite of HS code 2832.20.00,

* Sodium hydroxide of HS code 2815.12.00,

* Algae floc 19s of HS code 2827.32.00.

The definitions have been provided for the purpose
of providing clarity and ensuring smooth
implementation of the provisions of the VAT Act.

This proposed exemption aims at increasing access
to clean water in the country and promote
sustainable water services, the same will also help
in reducing waterborne diseases.

Miscellaneous - A
Introduction Income tax Withholding Tax - Excise duty Amendments Tax administration Contacts
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Value Added Tax
We outline the key VAT proposals below.

3 Amendment of section 11 (10) by substituting * The Bill proposes to refine the definition of capital goods by ¢ This amendment is aimed at harmonizing the HS codes as
HS code “8701.20.90” with HS code removing HS code 8701.20.90 and replacing it with HS code provided in the VAT Act with those contained in the
“8701.21.90". 8701.21.90 — Tractors with both compression-ignition internal Common External Tariff, 2022.

combustion piston engine (diesel or semi-diesel) and electric motor
as motors for propulsion.

4, Amendment of section 29 of the Act to * Proposed amendment of Section 29 to include subsection (4) and (5) e This measure aims at ensuring accountability to those
introduce a requirement for persons registered as below: registered for VAT as intending traders in complying with
for VAT as intending traders and fail to meet the “(4) A person who does not comply with conditions under subsection (3) the initial conditions required to be registered as a taxable
conditions set, to notify the Commissioner of shall notify the Commissioner General by giving reasons for failure to person for VAT purposes.
the reasons for the failure and deregistration comply with the conditions. . , o .

i o , ¢ The requirement to notify the Commissioneris also a
upon failure to meet the conditions. (5) A person who contravenes subsection (4) shall be deemed to be .
, ., welcomed change as the registered person would be
deregistered for VAT. given the chance to explain to the Commissioner the
reasons for the failure and the deregistration will not be
outright.

5. Amendment of section 51 to refine the e The Bill proposes to amend the definition of electronic services to ¢ The amendment aims at broadening the tax base as well

definition of electronic services. include services provided through internet, the current definition is as ensuring the fiscal measures are keeping up with
only limited to services provided through a telecommunication technological changes and advancements.
network.

e Further, the definitions provide more clarity on what
e Further, the Bill proposes to include online data services in the constitutes electronic services.
definition of electronic services.

Miscellaneous - A
Introduction Income tax Withholding Tax - Excise duty Amendments Tax administration Contacts
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Value Added Tax
We outline the key VAT proposals below.

6. Extension of time for zero-rating of * The Bill proposes to extend the time provided for the implementation of zero * The measure is aimed at continuing incentivizing the
supply of locally manufactured fertilizer rating of the supply of locally manufactured fertilizer for one more year from 1 local manufacturing of fertilizers amidst disruptions in
for one more year July 2024 up to 30 June 2025. the global supply chain of fertilizers. The move will also

help continuing to regulate the prices of fertilizers and
the costs of production of agricultural products.

7. Extension of time for zero-rating of * The Bill proposes to extend the time provided for the implementation of zero e The measure is aimed at continuing incentivizing the
supply of locally manufactured rating of the supply of locally manufactured garments made from locally grown local manufacturing of garments which in turn boosts
garments made from locally grown cotton for one more year from 1 July 2024 up to 30 June 2025. the market for local grown cotton and reducing prices
cotton for one more year of locally grown garments to make them competitive.

8 Zero rating the supply of gold to the The Bill proposes to introduce sections 55C and 55D which provides that supplies ¢ These measures are aimed at boosting local refineries of
Bank of Tanzania and to the refineries of gold to the Bank of Tanzania and to the refineries in Mainland Tanzania shall be gold and boosting Bank of Tanzania’s capacity to
in Tanzania. zero rated. reserve more gold which will in turn increase foreign

currency reserves and reduce dollar shortages.

Miscellaneous - A
Introduction Income tax Withholding Tax - Excise duty Amendments Tax administration Contacts
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Value Added Tax
We outline the key VAT proposals below.

9. Introduction of a 30 days’ timeline for The Bill proposes to delete section 84 (3) (b) which was providing a 90 * This is a welcome measure as it will boost cashflows of the
payment of VAT refund claims from days’ timeline for the Commissioner to decide on the refund application taxpayers and enable accurate forecasting of businesses. This will
date of submission of the applications. and replace it with a new timeline of a 30 days from the date of also boost voluntary compliance of the taxpayers and keep the

submission of the refund claims for the Commissioner to refund the TRA accountable.
claims submitted. * Whilst this is a welcomed change in the VAT legislation, section 72

of the Tax Administration Act which is the applicable law for
administrations and procedures still gives the Commissioner ninety
days to make decisions on tax refunds, we hope that the TRA will
treat VAT refund applications in accordance with the new timeline
set in the VAT Act.

* Further, to keep the Commissioner more accountable, the
taxpayer should be able to impose interest, should the TRA fail to
pay timely, this is in accordance with section 73 of Tax
Administration Act.

Miscellaneous - A
Introduction Income tax Withholding Tax - Excise duty Amendments Tax administration Contacts
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Value Added Tax
We outline the key VAT proposals below.

10.  Proposed amendments of part | of the Amendment of the Schedule in the items elaborated below- * The proposed changes aim at meeting different objectives

Exemption Schedule. including, harmonization of HS codes, incentivizing domestic
industries such as local manufacturing and assembling of aircraft,
and expected national-wide projects such as preparation for
hosting the African Cup of Nations 2027.

. ltem 1 of Part | (Agricultural implements) —to include single axle
tractors (Power Tiller) (HS Code 8701.10.00).

. ltem 18 - replacing the current item with exemption of VAT on all
goods, including material, supplies, equipment, machinery and
motor vehicle for official use of armed forces as certified by the
Minister responsible for defence.

. Item 25 - deletion of the word “refineries”.

. ltem 27 - substitution of the words “1 July 2022 to 30 June 2024
with “1 July 2024 to 30 June 2025”

. Item 31 —to include the words “local manufacturer or assembler of
aircraft” immediately after the word “transportation”; and

. Addition of item 33 - supply of video assistant referee (VAR)
technology equipment and accessories upon approval by the
minister responsible for sports; and item 34 as exemption on supply
of sewerage services by a water supply and sanitation authority.

Miscellaneous - A
Introduction Income tax Withholding Tax - Excise duty Amendments Tax administration Contacts
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Excise Duty
We outline the key excise duty proposals below.

1. Introduction of excise * The Finance Bill proposes to amend section 124 of the Excise e This is aimed at discouraging betting and lottery in the public but at the same
duty at the rate of 10% (Management and Tariff) Act, Cap. 147, by introducing excise duty at time increasing government’s tax revenue.
on the value of stake on the rate of 10% on the value of stake on betting, gaming and
betting, gaming and national lottery and the charges and payment to the service
national lottery and providers for commercial advertisement on betting, gaming and
charges and commercial lotteries through print media, television or radio broadcasting.
advertising fees and
charges.

2 Remission of duty on * The Finance Bill proposes a remission of excise duty on the e The remission is geared to support and encourage sustainable practices and
undenatured ethyl undenatured ethyl alcohol under HS code 2207 which will be solely support advancement in health care and research by ensuring access to essential
alcohol. used for: medical products.

— production of industrial energy where the person produces e Further, the remission of duty on the undenatured ethyl alcohol used in
the undenatured ethyl alcohol or production of industrial energy reduces the threat to local industries which will in

. . turn result in increased local production and employment opportunities.
— used in medical or laboratory use.

¢ Consequently, this change will reduce the cost of medical and laboratory

*The remission is upon approval by the responsible minister.
P PP Y P materials hence reducing the cost of health services.

3. Increase in excise duty on  * The Finance Bill proposes to amend the fourth schedule to impose ¢ Whilst the amendment aims at increasing the government revenue, this change
condiments (tomato excise duty at the rate TZS 300 per kilogram on imported and locally will increase the prices of these products for the final consumers. The change will
sauce, ketchups, mango manufactured tomato sauce and ketchup with HS Code 2103.20.00 also create an equal excise duty impact on both locally produced and imported
pickles etc.) as well as chill sauce, ketchup and mango pickle with HS Code products.

2103.90.00.

Miscell .. .
Introduction Income tax Withholding Tax Value Added Tax iScefiancotis Tax administration Contacts
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Excise Duty

We outline the key excise duty proposals below.

4, Reduction of excise duty on locally
produced bottled water.

5. Introduction of excise duty on
imported beer.

6. Introduction of duty on locally
produced and imported
undenatured ethyl alcohol.

7. Introduction of excise duty on
solvent based paints and vanishes

8. Introduction of offset of excise duty
paid on raw materials under HS
code 2207.10.00 against excise duty
payable on finished goods under HS
code 2208.

9. Amendment of the fourth schedule
to add the words “locally produced”
on tobacco products mentioned.

Introduction
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Income tax

The Bill proposes to reduce of excise duty on locally produced bottled water
with HS Code 2201.10.00 and 2201.90.00 from TZS 63.80 to TZS 56 per litre.

The Bill proposes to introduce excise duty at the rate of TZS 963.90 and TZS
2,959.74 per litre on imported opaque beer with HS Code 2206.00.20 and
other imported beer made of mixed fruits with HS Code 2206.20.90
respectively.

The Bill propose to introduce excise duty at a rate of TZS 7,000 and TZS 5,000
per litre on imported and locally produced Un-denatured Ethyl Alcohol with
80% alcoholic strength.

The Bill proposes to Introduce excise duty at the rate of TZS 500 per kilogram
on imported solvent based paints and varnishes with HS Code 32.08.

The Bill proposes to net off the excise duty paid in respect of excisable goods
classified under HS code 2207.10.00 imported or locally manufactured in
Tanzania by a licensed manufacturer which has been used as a raw material in
manufacturing other excisable goods of heading 2208 against the excise duty
payable on the finished good under heading 2208.

The Bill proposes to amend the fourth schedule to add the word “locally
produced” on cigarettes and related products made from 75% or more of
domestic tobacco, with or without filter tip under HS codes 2402.20.10 and
2402.20.90 .

Miscellaneous

Withholding Tax Amendments

Value Added Tax -

The government aims to support the growth of local small
scale bottled water producers, provide a relief to consumers
and promotes access to clean and safe water.

This amendment will increase government revenue and
protect local production.

Considering the higher rate for the imported undenatured
ethyl alcohol, we are of the opinion that this change aims at
increasing the government revenue, protecting local
producers and manufacturers as well as protecting
domestic industries.

The government intends to expand tax base and protect
local production of such paints.

This is aimed at reducing the excise duty burden on
manufacturers of targeted products and making their
products more competitive in the market.

This measure is aimed at clarifying that the targeted
tobacco products under these items are the locally
produced ones.

Tax administration Contacts
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Miscellaneous amendments
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Sugar Industry Act

1. Licensing of the users of sugar by- .
products and introduction of levies
under the Sugar Industry Act.

2 Declaration of production costs by the .
sugar producers at every production
season.

3 Declaration and publication of the sugar .
distributors in a widely circulated
newspaper.

Introduction of provisional registration .
and license.

e

Introduction Income tax

© Deloitte Consulting Ltd

The Bill proposes to amend section 4(2) to extend the mandate
of the Sugar Board to license users of sugar by-products.

The Bill also intends to mandate the Board to establish such
committees as it considers necessary for better carrying out of
its functions.

The Bill proposes to add section 11C that requires every sugar
producer, at the beginning of every production season, to
declare the costs of production and avail all information
necessary which formed the basis of such costs as the Board
may require.

The Bill proposes to add section 11D which requires the
producers at the beginning of every production season to

declare and publish in a newspaper of wide circulation names of

their sugar distributors for each region.

There is proposal to amend section 13 to introduce provisional

registration and license to sugar manufactures, small scale sugar
plants operators, and industrial users of sugar.

Withholding Tax Value Added Tax

Excise duty _ Tax administration

Licensing of the users of sugar by-products aims at taxing the users
such as distillers in order to mobilize funds for financing operations
of the Sugar Board.

The proposed committee to be established by the Sugar Board will
enhance efficiency in monitoring and regulation of the sugar industry
in Tanzania.

The intention of the provisions appears to be the need for the
government to monitor and perhaps intervene where it sees fit, with
respect to prices of sugar in the country.

By declaration and publication of the distributors, the government
seeks to control shortage of sugar caused by hoarding of sugar by
some distributors. This will need to be well managed so that the
actual administration does not adversely impact the sugar industry.

The measure targets to monitor progress of implementation of
provisional license or licensed entity. This is an effective measure to
test competence of licensees in sugar industry for better functioning
of the industry in general.

Contacts
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Sugar Industry Act

5 Restrictions on the powers of the Sugar * The Bill proposes to amend section 14 to limit powers of the * The measure intends to boost local production by controlling
Board to grant sugar import licenses. Board to issue sugar import license unless it is satisfied that the importation of sugar in the country.
local sugar production is below the level of sugar requirement at a
particular time.

6. National Food Reserve Agency to import, * The Bill proposes to extend mandate to the National Food Reserve ¢ Granting the National Food Reserve Agency mandate to import, store
store and distribute sugar to cover sugar Agency to import, store and distribute sugar for domestic and distribute sugar is a smart move by the government as it will be
gap. consumption to cover sugar gaps. possible to control hoarding of the product and skyrocketing of the

sugar prices as the result of sham shortages caused by fraudulent
producers and distributors.

Vocational Educational and Training Act

1. Exemption of remuneration paid to casual * The Bill proposes to amend section 19 of the Act and exemptthe  * This is aimed at reducing costs of implementation of the water
labourers engaged in implementation of Water Supply and Sanitation Authority from paying Skills and projects and increase access to clean water to the public.
water and sanitation projects by Water Development Levy on payments to casual labourers engaged in

Supply and sanitation authority. implementation of water and sanitation projects.

Introduction Income tax Withholding Tax Value Added Tax Excise duty _ Tax administration Contacts
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Universal Health Insurance Act

1. Specification of the amount of Excise Duty ¢ The Bill proposes to amend section 25 by including pregnant * The measure intends to finance universal health services and increase
to be remitted to the Universal Health women and children under the age of 5 years in list of people accessibility to health services especially among the majority citizens in
Fund and inclusion of pregnant women eligible for treatment under the Universal Health Fund. rural areas who cannot afford the increasing costs of health services.
and children under the age of 5 years as . The Bill proposes an exclusion of amounts derived from the
eligible beneficiaries for treatment under electronic transactions from the list of sources of the Universal
the Fund. Health Fund.
. The Bill further proposes new sources of funds for the

Universal Health Coverage funds to include:

—  amount equal to 10% of excise duty on the value of
the stake on betting, gaming, and Lottery; and

— amount equal to 2% of excise duty on carbonated
drinks, cosmetics products, and alcoholic drinks.

—  prescribed amount of motor vehicle insurance fees
based on regulations that will be issued by the Minister
of Finance.

Introduction Income tax Withholding Tax Value Added Tax Excise duty _ Tax administration Contacts
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The Road and Fuel Tolls Act

1. Inclusion of compressed natural gas
(“CNG”) for the use in propulsion of a
vehicle in the definition of fuel.

2. Imposition of TZS 382 per kilogram on
CNG used to propel vehicle.

3 Imposition of roads and fuels tolls on

windfall fuel attracting windfall profit.

4. Allocation of windfall fuel toll to the
Contingency Fund.

Introduction
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Income tax

The Bill proposes to amend the definition of fuel to mean petrol,
whether super or regular, diesel or compressed natural gas for
use in propulsion of a vehicle.

The Bill proposes to impose TZS 382/kg on CNG used to propel
vehicle.

The amendment directs the amount collected from CNG to the
Road Fund.

The Bill proposes to include owner or a person in possession of
windfall fuel, on the date of which fuel under his custody

attracts windfall profit, in the list of persons required to pay the
roads and fuels toll.
The Bill proposes a mandatory requirement for windfall fuel toll to
be remitted to the account of the Contingency Fund established
under the Budget Act to be used solely for road infrastructure
maintenance.

Withholding Tax Value Added Tax

Excise duty _ Tax administration

The inclusion of CNG brings equity by imposing road and fuel tolls to
purchasers of all kinds of fuels.

This measure will likely increase the costs of CNG used in vehicles
which is moving against the global drive to green energy initiatives as
this charge will likely discourage the use of CNG.

Moreover, the measure will discourage the use of CNG on vehicles
thus increasing demand of diesel and petrol whose prices have been
skyrocketing recently to the extent of increasing costs of living among
the citizens by impacting among others, costs of transportation and
price of goods and services in Tanzania.

The measure intends to discourage hoarding of fuel by the owners or
possessors of fuel storage facility.

The measure intends to boost disaster preparedness, especially as it
relates to road infrastructure. Given the lagging nature of fuel prices
in Tanzania (due to global prices fluctuations) there may be times
when prices may indeed fall. It would be useful for the regulator to
differentiate between a lag between time of import and global prices
versus an actual change in prices and whether the same is significant
enough to be termed a windfall.

Contacts
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The Road and Fuel Tolls Act

5 Introduction of a mandatory requirement . The Bill proposes a mandatory requirement for owners or * This is likely to increase compliance costs to owners or possessor of
for record keeping. possessor of fuel storage facility to keep a record of quantities fuel storage facility.
of fuel kept and sold and declare the same on a monthly
basis, and effect payment of fuel toll arising out of windfall
fuel on or before the 20t day of the subsequent month.

*  We expect to obtain further clarification that will be issued by the
Minister of Finance in consultation with Minister of Energy as it is still

unclear what will be the rate, procedures and means of collection.
. The Bill defines “windfall fuel” to mean fuel whose market

price has dropped without a reduction of the market price;
and the “windfall profit” as the surplus profit earned or to be
earned by the owner or possessor of the windfall fuel.”

. The Bill proposes to confer powers to the Minister of Finance
in consultation with the minister responsible for energy to
make regulations that provide for applicable rates,
procedures for assessing, monitoring and collection of the
toll.

Introduction Income tax Withholding Tax Value Added Tax Excise duty _ Tax administration Contacts
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The Railways Act

1. Increase of Railway Development Levy * The Bill proposes to increase railway development levy from 1.5% * The amendment aims at increasing government revenue.

0, 0, 1 [0)
(RDL) from 1.5% to 2%. of the customs value (CIF) of imported goods to 2%. * However, the same will inflate the cost of importation thus inflating

prices of imported goods in the country.

2. Equal distribution of RDL to the Railway * The Bill proposes to distribute levy collected follows: * The measure intends to mobilize more funds for railways development
Infrast.ructure Fund and Contingency Fund a) 50% to the Railway Infrastructure Fund to be used solely and maintenance of other infrastructures and road networks in the
established under the Budget Act. . . ) country.

for railway infrastructure; and
b) 50% to the Contingency Fund to be used solely for road
infrastructure maintenance.

The Ports Act

1. Reinstating the mandate to collect * The Bill proposes to amend section 67 to confer the Tanzania * The measure intends to increase TPA’s timely access to funds and
Wharfage to the Tanzania Ports Authority Ports Authority with mandate to collect and deposit wharfage increasing effectiveness in ports operations.

(TPA) from the Tanzania Revenue revenue in its own bank account at the Bank of Tanzania.
Authority.

e The Bill further proposes the requirements for the Paymaster
General to approve the disbursement of the revenue.

Introduction Income tax Withholding Tax Value Added Tax Excise duty _ Tax administration Contacts

© Deloitte Consulting Ltd Finance Bill 2024 Analysis




Plant Health Act

1. Granting the TRA mandate to
collect fees on import, transit
or export of plant products.

2. Remittance of 70% of the
collected amount to the
Agriculture Development
Fund and the remaining 30%
to the Consolidated fund.

The Bill introduces section 35A with the intention of vesting the Tanzania Revenue
Authority with the mandate to collect fees and charges for the importation, transit or
exportation of plant or plant products.

The Bill proposes to allocate seventy percent of the collected amount to the
Agricultural Development Fund; and the remaining thirty percent to the Consolidated
Fund. This is with regards to the proposed change in part 1 above.

National Industries (Licensing and Registration) Act

1. Introduction of a mandatory
requirement for the registered
and licensed industries in
Tanzania to conclude a
performance agreement with
Minister of Finance

Introduction
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* The Bill proposes to make it mandatory for persons whose industries are registered or
licensed under the Act or hold the certificate of incentive from Tanzania Investment
Centre (TIC) to enter into performance agreements with the Minister for Finance in as
much as they are also entitled to:

— Exemption or zero rate under the Value Added Tax Act; or

— Duty remission under the East African Community Customs Management
Act; or

— A stay of application of East African Community Common External Tariff
(CET).

Income tax Withholding Tax Value Added Tax Excise duty _

This measure is a just to guide on who will be responsible to

collect the imposed levy.

Further, the Finance Bill has not provided clarity on what will
be the base, rate and computation of this levy. We expect this

will be clarified further in the Finance Act.
Despite the governments good intention of the imposition of
this fee on plants or plants products in transit, this conflicts
with international rules which guarantee free movement of
transit goods. In particular, the measure contravenes the
provisions of East African Customs Management Act, 2004
which guarantees free movement of transit goods subject to
furnishing of security as may be imposed by the
Commissioner for Customs and Excise in Tanzania.

The new condition is meant to regulate the tax exemption and
duty reliefs granted to the licensed and registered licenses in
Tanzania. This measure will enable the government to
examine the extent to which the foregone taxes and duties
serve the purpose of boosting up industrial productions in
Tanzania.

Tax administration Contacts

Finance Bill 2024 Analysis




Motor Vehicle (Tax on Registration and Transfer)

1. Imposition of registration tax on electric * The Bill proposes to amend the First Schedule to include electric * This will widen the registration tax base as well as fostering equity
motor vehicles and motorcycles. motor vehicles in the scope of vehicles that are subject to among users of motor vehicle and motorcycles whether electric or
registration tax as per the table below. mechanically propelled. Further to that, inclusion of electric

motorcycles and vehicles within the scope of the law has the effect of

* The Bill also proposes to include electric motorcycles in the scope i , ,
keeping pace with technological advancement.

of motorcycles that are subject to the TZS 95,000 registration tax.

Motor vehicle with cylinder regardless of its capacity 250,000
Micro hybrid with capacity 5< Kw 95,000
Mild or semi-hybrid with capacity 6-30 Kw 250,000
Plug-in hybrid with capacity 41-90 Kw 250,000

Introduction Income tax Withholding Tax Value Added Tax Excise duty _ Tax administration Contacts
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Tax Administration Act

1. Introduction of a definition of * The Bill proposes amending section 3 to include a
tax audit. definition of "tax audit" as "an examination of a
taxpayer’s tax affairs to verify compliance with tax
laws, encompassing desk audits, issue-oriented audits,
or comprehensive audits."

2. Electronic service of documents  * The Bill proposes amending section 34 by adding
to be recognized by the subsection 5, which recognizes electronic methods
Commissioner. such as email, fax or any other electronic means in

accordance with written laws governing electronic
transactions as valid means of serving documents to
the Commissioner General or relevant personnel.

Section 45 of the Tax Administration Act empowers the Commissioner to conduct tax
audits or investigations, but lacked clarity on what constitutes a tax audit, leading to
concerns regarding the nature of reviews such as desk audits / examinations.

With this proposed amendment, it is clarified that even desk audits / examinations fall
under the definition of a tax audit.

To prevent multiple audits/reviews, we suggest additional provisions that offer guidance
on finality of these audits to avoid incidences where multiple reviews are carried out on
the same taxes and year of income with the TRA arguing that the comprehensive tax audit
is what is to be considered as the final one.

This amendment aligns with advancements in electronic communication technology,
hence enhancing convenience for taxpayers engaging with the Tanzania Revenue
Authority (TRA). Clear guidelines on the delivery and receipt of electronically served
documents, in accordance with section 22(1) of the Electronic Transactions Act, are going
to be required to avoid disputes regarding transmission and acknowledgment of receipt.

Miscell
Introduction Income tax Withholding Tax Value Added Tax Excise duty A::‘:\ dar:::l:: - Contacts
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Tax Administration Act

3. Introduction of designated signatories for
income tax returns for parastatals or an
entity wholly or substantially owned by the

government.

4, Clarification on admission of notices of
objection.

5. Increase in currency point value

© Deloitte Consulting Ltd

Introduction

Income tax

The Bill proposes amending section 37(2)(b) to specify that
managers, heads of finance, or certified public accountants
appointed or employed in the public service by the parastatal or
such entity for that purpose can declare that the tax return as
complete and accurate.

The Bill proposes amending section 51 by adding subsection 8,
stating that an objection is deemed to have been admitted once
the conditions of subsection (7) are met. Specifically, subsection 7
provides the condition for admission of notices of objection being
payment of one-third of the assessed tax or tax not in dispute
whichever is higher within 30 days from the date of service of tax
decision.

The Bill proposes raising the value of a currency point from TZS
15,000 to TZS 20,000.

Withholding Tax Value Added Tax Excise duty

Miscellaneous
Amendments

This amendment provides clear guidance on who is authorized to
declare and file income tax returns for parastatals and
government entities.

This amendment provides much-needed clarity on when a notice
of objection is considered admitted. With this change, an
objection will be deemed admitted upon fulfillment of the key
condition which is the payment of the higher of one-third of the
assessed tax or tax not in dispute within thirty days from the date
of service of the contested tax decision. This eliminates the need
to wait for a formal admission letter from the TRA.

The current value of TZS 15,000 per currency point has remained
unchanged since the enactment of the Tax Administration Act in
2015. This proposed adjustment aims at maintaining the currency
point’s real value considering inflation’s impact in eroding the
value of the amount.

Contacts
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Tax Administration Act

6. Limiting the penalty for * The Bill proposes amending section 86 to cap the penalty for the offense * Currently the penalty upon conviction on offence relating to failure to
offense of failure to use of improperly using electronic fiscal devices at 1,000 currency points use electronic fiscal devices properly is set at the higher of 20% of the
electronic fiscal devices (equivalent to TZS 20,000,000 following the proposed currency point value of goods sold or services rendered or 100 currency point. This can
properly. increase). be severe in incidences where the value of goods or services is high. This

proposed change to limit penalties to 1,000 currency points is
commendable as it prevents excessive penalties, particularly in cases
involving high-value transactions.

Miscell
Introduction Income tax Withholding Tax Value Added Tax Excise duty A::‘:\ dar:::l:: - Contacts
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Tax Revenue Appeals Act

1. Qualification of a practicing advocate * The Bill proposes to amend section 4(a) to qualify a principal * Qualification of practicing advocate is meant to increase efficiency
with seven years’ experience to act as legal officer or a practicing advocate with at least seven years and competence in determination of tax matters at the Board.
Chairman of the Tax Revenue Appeals working experience and adequate knowledge in taxation as
Board. eligible to serve as Chairman of the Board.

2 Conferring extended jurisdiction to * The Bill proposes to extend jurisdiction to a member of the * Extended jurisdiction to the members of the Board aims at reducing
Members of the Board to hear and board to hear and determine an appeal originating from a region backlog of the cases and timely disposal of the cases at the Board.
determine from a region which he was in which he was not appointed.

not appointed.

3 Introduction of a 90 days’ timeline for * The Bill proposes to amend section 22 by adding subsections 8,9 ¢ Time limitation in amicable settlement of tax cases is aimed at
amicable settlement of cases out of the and 10 providing a timeline of 90 days for completion of the ensuring timely resolution of the tax matters between the parties and
Board or Tribunal. amicable settlement of tax cases out of the board or tribunal. The ensuring that both parties are held accountable.

board and tribunal are empowered to extend this time upon
application and establishing good reasons, the extension is only
limited to 10 days.

* Failure to reach an amicable settlement within the prescribed
timeline will result into the proceeding of the appeals at the Board
or Tribunal accordingly.

Miscell
Introduction Income tax Withholding Tax Value Added Tax Excise duty A::‘:\ dar:::l:: - Contacts
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