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Basic information 
Tax authority name
The Zambia Revenue Authority (ZRA) 
is mandated to enforce the provisions 
of the ITA, Value Added Tax Chapter 
331, Customs and Excise Act Chapter 
322 and the Property Transfer Tax Act 
Chapter 340 of the laws of Zambia. 

Citation for transfer pricing rules 
There are no detailed rules on transfer 
pricing. However, the ITA sections 97A, 
97B, 97C and 97D make provisions 
relating to transfer pricing. 

Effective date of transfer pricing 
rules
The transfer pricing legislation was 
initially enacted in 1999 and came into 
force on 1 April 1999. 

What is the relationship threshold 
for transfer pricing rules to apply 
between parties?
Two persons are associated if one of 
them participates, directly or indirectly, 
in the management, control or capital 
of the other, or if another person 
participates, directly or indirectly, in 
the management, control or capital of 
both of them. Further, the MOF may 
issue a statutory instrument spelling 

out documentation requirements and 
the definition of control. Specifically, 
the MOF may prescribe the direct 
and indirect participation in the 
management, control or capital of a 
person, and different provision that may 
be made in relation to different cases or 
different classes of each case.

 What is the statute of limitations 
on assessment of transfer pricing 
adjustments?
The ZRA is not limited by law as to how 
many revised assessments it can issue. 
The only limitation is that the revised 
assessments, in non-fraud cases, must 
be issued within 6 years after the tax 
return due date. 

Zambia

KPMG observation
The Zambian transfer pricing provisions are enshrined in the Income Tax Act 

(ITA), Chapter 323 of the laws of Zambia. Currently, there are no detailed rules on 
transfer pricing in Zambia. However, the ITA has been amended with effect from 

1 January 2014, 2014 to allow the Minister of Finance (MOF), by way of a statutory 
instrument, to prescribe documentation rules. The documentation rules shall specify 

the information and documents required to be kept by a taxpayer and to prescribe the 
penalties for non compliance with the regulations. The Minister of Finance has not yet 

issued these rules at the time of this publication.

Transfer pricing provisions were introduced into the Act in 1999 in the form of Secs. 97A, 
97B, 97C and 97D. These together permit the Commissioner General to compute income 

from transactions between associates to reflect arm’s length conditions and to assess the 
taxpayer involved to pay tax accordingly.

The transfer pricing rules were tightened in 2001 with the introduction of special provisions 
governing the issue of a security by a company to an associated company not belonging to 

the same Zambian grouping, where the determination of the arm’s length considerations is to 
be made with reference to certain criteria, including:

•   The appropriate level or extent of the issuing company’s overall indebtedness. 

•   Whether the issuing company and a particular person would have become parties to a 
transaction involving the issue of the security or the making of a loan, or a loan of a particular 

amount, to the associate company.

•   The rate of interest and other terms that may apply to such a transaction. 

Further amendments have been made and take effect on 1 January 2014 to bring the transfer pricing 
legislation in line with international best practice.
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Transfer pricing 
disclosure overview
Are disclosures related to transfer 
pricing required to be prepared or 
submitted to the revenue authority 
on an annual basis (e.g. with the tax 
return)?
Parts five, six and seven of the tax 
return require disclosure to be made 
of shareholding and shareholder 
emoluments, advances to shareholders 
and associated companies, and 
interests in other businesses. Apart 
from the disclosures as per tax return, 
there is no additional requirement to 
make any transfer pricing disclosures 
together with the tax return except for 
what is provided for under International 
Accounting Standards (IAS) and 
International Financial Reporting 
Standards (IFRS). The tax authorities 
require tax returns to be accompanied 
by financial statements.

 Please note that with effect from 
1 January 2014, the MOF is now 
empowered to specify, by way of 
statutory instrument, information and 
documents to be kept by a taxpayer.

What types of transfer pricing 
information must be disclosed?
Except for what is provided under the 
IAS and IFRS, there is no requirement to 
disclose any transfer pricing information.

 What are the consequences 
of failure to prepare or submit 
disclosures?

ZRA officials periodically carry out 
audits and review whether transactions 
between related parties are at arm’s 
length. If transactions are not at arm’s 
length, adjustments are made and 
penalties and interest levied accordingly. 
Further, the MOF may prescribe 
penalties for non compliance, by 
statutory instrument.

Transfer pricing study 
overview
Is preparation of a transfer pricing 
study required – i.e. can the 
taxpayer be penalized for mere 
failure to prepare a study?
No. There is no requirement to 
undertake a transfer pricing study, but 

the tax authorities would place relianc
on such a study where it is available. 

Other than complying with a 
requirement per the previous 
question, describe the benefits, if 
any, of preparing and maintaining
transfer pricing study? 
The tax authorities increasingly requir
a basis for determining the transfer 
price between related parties and 
as such, a transfer pricing study is 
strongly recommended to securing 
deductibility of expenses. It would als
avoid protracted disputes with the tax 
authorities on the transfer price.

To satisfy the requirement and/or 
obtain the benefits, are there any 
requirements on when the transfe
pricing study must be prepared a
submitted?
There is no prescribed period when th
transfer pricing study must be prepare
but it is advisable to have in place such
a study, prior to submitting tax returns 
which have related party transactions. 

When a transfer pricing study is 
prepared, should its content follo
Chapter V of the Organisation 
for Economic Co-operation and 
Development (OECD) Guidelines?
There are no requirements for a 
transfer pricing study under the curren
ITA legislation. However, the MOF 
may prescribe the information and 
documents to be kept by persons.

Does the tax authority require an 
advisor/tax practitioner to have 
specific designation in order to 
prepare or submit a transfer pricin
study?
No.

Transfer pricing method
Are transfer pricing methods 
outlined in Chapter II of the OECD 
Guidelines acceptable?
Generally, OECD Guidelines methods 
are applied on all transfer pricing 
transactions, except those related to 
minerals which have specific provision
under the Act. The arms length price 
for minerals is determined using the 
reference price as described below.
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The sale price (i.e. arm’s length price) 
in any transaction involving the sale of 
minerals by a company carrying out 
mining operations, directly or indirectly, 
to related or associated parties is the 
reference price.

The reference price is defined as:

• The monthly average London Metal 
Exchange (LME) cash price. 

• The monthly average Metal Bulletin 
(MB) cash price to the extent that the 
base metals or precious metal prices 
are not quoted on the LME.

• The monthly average cash price of 
any other metal exchange market 
as approved by the Commissioner 
General to the extent that the base 
metal price or precious metal price is 
not quoted on the LME or MB. 

• The average monthly LME cash 
price, average monthly MB cash 
price or any other monthly average 
metal market exchange cash price 
approved by the Commissioner.

General, less any discounts on account 
of poor or low quality or grade.

Is there a priority among the 
acceptable methods?
Not applicable.

If there is no priority of methods, is 
there a “best method” rule?
Not applicable.

Transfer pricing audit and 
penalties
When the tax authority requests 
a taxpayer’s transfer pricing 
documentation, how long does 
the taxpayer have to submit its 
documentation?
The normal period for the Commissioner 
General to require a company to submit 
information is 30 days, and this can 
be extended at the Commissioner 
General’s discretion. We anticipate new 
information and documents requirement 
when the MOF prescribes additional 
guidelines.
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If an adjustment is proposed by th
tax authority, are dispute resolutio
options available to the taxpayer 
outside of competent authority?
The taxpayer can appeal to the 
Commissioner General and if still 
dissatisfied, appeal to the Revenue 
Appeal Tribunal. Further recourse can b
sought at the High Court of Zambia and
finally, the Supreme Court of Zambia, i
that order.

If an adjustment is sustained, can 
penalties be assessed? If so, what 
rates are applied and under what 
conditions?
The penalties prescribed under the 
ITA depend on whether the omission 
is negligent, wilful, or as a result of a 
fraud. The penalties are determined as 
follows:

• In case of negligence, 17.5 percent 
the amount.

• In the case of wilful default, 35 
percent of the amount.

• In the case of fraud, 52.5 percent of
the amount of any income omitted 
or understated, or any expenses 
overstated, in consequence of such 
failure, incorrect return, information 
or submission.

To what extent are transfer pricing 
penalties enforced?
Penalties are enforced in full by the 
Commissioner General and where a 
court process is preferred; the sanction
imposed by the court would subsist.

What defences are available with 
respect to penalties? 
The Commissioner General has the 
discretion to waive the penalties 
or partially reduce the penalties 
depending on the mitigating 
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circumstances. Where documentation 
is supplied to the satisfaction of the 
Commissioner General, the penalties 
can be waived in full.

What trends are being observed 
currently?
There has been an increased desire 
by the tax authorities to clamp down 
on transfer pricing. Experts from 
Norway have been assisting the tax 
authorities on audits of mining entities.
Furthermore, in recent years, the 
Government has a strong drive on 
getting more taxes from corporate 
institutions and less from employed 
individuals.

Special considerations
Are secret comparables used by ta
authorities?
None.

Is there a preference, or 
requirement, by the tax authorities
for local comparables in a 
benchmarking set?
No.

Do tax authorities have 
requirements or preferences 
regarding databases for 
comparables?
There are no such requirements.

What level of interaction do tax 
authorities have with customs 
authorities?
The Zambian tax authorities have an 
integrated tax administration system 
which captures information from the 
customs system called Asycuda++ and
uses this information as intelligence 
data in income tax and VAT audits.
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Are management fees deductible?
Yes. 

Are management fees subject to 
withholding?
Management and consultancy fees paid 
to non-resident companies are subject 
to final withholding tax at 20 percent. 
Only interest and dividends are subject 
to 15 percent withholding tax. All other 
payments to non resident companies 
(royalties, non resident contractors etc) 
attract 20 percent withholding tax.

Are year-end transfer pricing 
adjustments permitted?
Yes. Generally, year-end adjustments 
are permitted. For transfer pricing, 
too, adjustments can be made in 
order to make the results clear or fairly 
presented. Such adjustments may 
give rise to VAT and withholding tax 
depending on whether they relate to 
services or not.

Other unique attributes?
Thin capitalization is dealt with under 
general transfer pricing rules. 

For mining companies, the maximum 
accepted debt-to-equity ratio is 3:1. 
Interest outside the thin capitalisation 
ratio is not allowed as a deduction.

Prior to 2013, mining companies’ thin 
capitalization was dealt with outside 
the transfer pricing rules. With effect 
from 1 January 2013, interest payments 
on debt made by mining companies 
shall be subjected to transfer pricing 
rules too.
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Other recent 
developments
The ZRA has created a Transfer Pricing 
Practice, and they cooperate with 
other tax jurisdictions. Recently, 
the ZRA signed a Memorandum of 
Understanding with the Norwegian Tax 
Administration aimed at strengthening 
the specialized large taxpayer revenue 
administration.

Tax treaty/double tax 
resolution
What is the extent of the double tax 
treaty network?
Minimal. A number of tax treaties 
are being renegotiated among them 
Ireland, United Kingdom, India and the 
Netherlands.

If extensive, is the competent 
authority effective in obtaining 
double tax relief?
No experience.

When may a taxpayer submit an 
adjustment to competent authority
Not applicable.

May a taxpayer go to competent 
authority before paying tax?
Where a client requires double taxation 
relief, the same can be obtained from 
the tax authorities prior to paying 
the tax.

?

Advance pricing 
agreements
What Advance Pricing Agreement 
(APA) options are available, if any?
No APAs or advance ruling system. 
However, a company may consult the 
tax authority on the interpretation or 
practical application of any provision 
of the Act. It is also good practice to 
inform the tax authorities of signed 
management agreements stipulating 
the basis on which costs will be charged 
between related parties.

Is there a filing fee for APAs?
Not applicable.

Does the tax authority publish APA 
data either in the form of an annual 
report or through the disclosure of 
data in public forums?
No.

Please provide some information 
on how successful the APA program 
is and whether there are any known 
difficulties?
Not applicable.

Language
In which language or languages can 
documentation be filed?
English.

KPMG in Zambia

Michael Phiri 
Tel: +260211372900 
Email: mphiri@kpmg.com 

As email addresses and phone numbers change 
frequently, please email us at transferpricing@
kpmg.com if you are unable to contact us via the 
information noted above. 
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