THE INCOME TAX (AMENDMENT) BILL, 2020

M EMORANDUM

The aobjects of thisBill areto —

(a) increase the Pay-AsYou-Earn tax free threshold for
individualsto forty-ei ght thousand Kwacha per annum;

(b) increase the amount al owed as a deduction for employng
a person with disability to two thousand Kwacha per
annum from one thousand Kwacha per annum;

(c) increase the tax credit for personswith disabilitiesto six
thousand Kwacha per annum from three thousand
Kwacha per annum;

(d) reduce the income tas rate to fifteen percent on income
eraned by persons providing accomodation and food
Services;

(e) rintroduce a local content allowance for utilisation of
selected local raw materialsto encourage local content,
value addition and agro-processing;

(f) increase the number of years for claiming devel opment
alowanceto five yearsfromthreeyears on expenditure
incurred on the growing of, rose flower, tea, coffee,
bananaplant, citrusfruit treesor other similar plantsor
trees;

(g) increase the tax rate on betting to twenty-five percent of
gross takings from ten percent of gross takings;

(h) providefor theimposition of withholding tax on payments
made by a resident company in the Republic to anon-
resident company in respect of royalty financing;

(i) providefor the madatory maintenance of books of accounts
in Zambian Kwacha; and

() provide for matters connecte with, or incidenta to, the
forgoing

A. MwaNsa,
Solicitor-General

N.A.B. 20, 2020
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A BILL

ENTITLED
An Act to amend the Income Tax Act
ENACTED by the Parliament of Zambia Enactment

1. (1) ThisAct may becited asthe IncomeTax (Amendment) Sh(tj)rt title
Act, 2020, and shall be read as one with the Income Tax Act, in ?Smmence
thisAct referred to as the principal Act. ment

Cap. 323
(2) ThisAct shall comeinto operation on 1st January, 2021.

5 (3) Despite subsection (2), section 81B(4A) shall come into
operation on a date that the Minister may appoint by statutory
instrument.

2. Section2 (1) of theprincipal Actisamended by theinsertion ~ Amendment
of thefollowing definitionsin theappropriate placesin alphabetical o section 2
10 order:

“commodity royalty” means an amount paid by a person
resident in the Republic to anonresident that is computed
by reference to the production, profit, or to the value of
production fromamineral deposit or other natural resource

15 in the Republic payable under royalty financing but
excludes the repayment of the purchase price for the
commodity royalty;

“purchase price’ is the amount paid by a nonresident to a
person resident inthe Republic inreturn for future payments
20 of commodity royalty; and

“royalty financing” means a financing agreement or
arrangement where a purchase price ismade and includes
an arrangement of asimilar nature;.

N.A.B. 20, 2020
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Amendment
of section 6

Amendment
of section 29

Amendment
of section
34A

Insertion of
new section
34B

3. Section 6 of the principal Act isamended by the deletion
of subsection (2).

4. Section 29 of the principal Act isamended by the—

(a) deletion of subsection (1) and the substitution therefor of
thefollowing:

(1) Subject to the other provisions of this Part in
ascertaining—

(a) business gains or profits in a charge year, there
shall be deducted the losses and expenditures,
other than of a capital nature, incurred in that
year wholly and exclusively for the purposes of
the business; and

(b) income from a source other than business, only
such expenditure, other than expenditure of a
capital nature, isallowed asadeduction for any
charge year as was incurred wholly and
exclusively in the production of theincomefrom
that source.; and

(b) insertion of the following new subsections immediately
after subsection (1):

(1A) Despite subsection(1), a deduction shall be
allowed on theamount payabl e by way of interest on money
borrowed by any person where the CommissionerGeneral
issatisfied that theloan or advancewas obtained for capital
employed wholly and exclusively for business purposesor
in the production of income.

(1B) Despite any other provisions of this Act, in
ascertaining business gains or profitsin a charge year a
deduction shall not be allowed on gross interest expense
that exceeds thirty percent of the tax earnings before
interest, tax, depreciation and amorti sation.

5. Section 34A (2) of the principal Act is amended by the
deletion of the word “three” and the substitution therefor of the
word “five’.

6. Theprincipa Actisamended by theinsertion of thefollowing
new section immediately after section 34A.

N.A.B. 20, 2020
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