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Executive Summary
“Restoring Fiscal Fitness for Sustained Inclusive 
Growth and Development”…..

A budget of hard choices with a commitment to scale up a 
social safety net programmes. 

The Government has designed a 
home grown Economic Recovery 
Programme dubbed “Zambia Plus” 
which is aimed at ensuring sustained 
and inclusive growth over the medium 
term. The programme is expected to 
be complemented by external support 
from the Cooperating Partners and 
the International Monetary Fund 
(IMF). Discussions with the IMF will 
be conducted in first quarter of 2017 
to augment Zambia Plus. 

Some notable highlights of the budget 
include:

l On the domestic front, the 
Zambian economy faced a number 
of challenges: low commodity 
prices including copper, electricity 
deficits, high inflation, a 
deteriorated external sector and 
Government’s challenge to fully 
finance its commitments. 

l The macroeconomic objectives for 
2017 will be to: achieve real GDP 
growth of at least 3.4 percent, 
attain end year inflation of no 
more than 9.0%, attain domestic 
revenue mobilisation of at least 
18.0% of GDP, limit the overall 

fiscal deficit to no more than 7.0% 
of GDP on a cash basis, maintain 
domestic borrowing to no more 
than 2% of GDP, build up foreign 
exchange reserves to at least 3 
months of import cover by end 
2017, and support the creation of at 
least 100,000 decent jobs.

l Government proposes to spend a 
total of ZMW64.50 billion or 27.7% 
of GDP. In terms of financing the 
budget, ZMW42.9 billion will 
be through domestic revenues, 
K2.23 billion through grants from 
our Cooperating Partners and 
ZMW19.33 billion through debt 
financing from domestic and 
external sources. 

l Key expenditure items budgeted 
for include: ZMW2.9 billion on a 
restructured Farmer Input Support 
Programme (FISP) that will place 
greater reliance on the E Voucher 
System to reduce overheads and 
waste associated with the current 
arrangements. Also targeted at the 
agricultural sector is ZMW942.5 
million for the maintenance of 
strategic food reserves. There 
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on airtime from 15 to 17.5%; the 
revision of the turnover tax system 
from a flat 3% to six bands (each 
with their own presumptive tax 
rate) with an upper limit of ZMW 
20 800.00 per month; PAYE that 
features an extended tax free 
band by ZMW300 per month 
and an increased maximum rate 
of 37.5%; changes to the VAT 
system which include petrol no 
longer being recoverable; and the 
suspension of customs duty on 
various aquaculture implements for 
a period of three years. 

l Beyond the summary referred to 
above, there are numerous fiscal 
and non-fiscal measures that 
underpin this budget, described 
in greater detail in the rest of this 
budget highlights document.   

are also key allocations of ZMW 
8.6 billion for road infrastructure 
projects and a further ZMW3.3 
billion to accelerate the 
dismantling of arrears to suppliers. 

l The proposed domestic revenue 
measures that are expected to 
raise a total of ZMW42.95 billion, 
representing 18.4% of GDP, 
include: income tax-ZMW19.6 
billion, VAT-ZMW9.46 billion, 
Customs and Excise-ZMW7.99 
billion, non-tax revenues-ZMW5.32 
billion and other revenues-
ZMW0.52 billion. 

l Key tax revenue measures 
proposed include the following: an 
increase in the Advance Income 
Tax (AIT) rate on import of goods 
from 6-15%; increased excise duty 
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l The global economic growth 
marginally lowered to a projected 
3.1 percent in 2016 from 3.2 percent 
in 2015 due to lesser economic 
activity in the advanced economies.

l The emerging and developing 
economies are estimated to grow 
slightly to 4.2 percent in 2016 from 
4.0 percent in 2015 despite a lower 
growth rate in China while Sub-
Saharan Africa’s economic growth 
in 2016 slowed to 1.4 percent from 
3.4 percent in 2015. Owing in part 
to the slowdown of the larger 
economies of South Africa, Nigeria 
and Angola.   

Domestic estimated 

l Projected GDP growth for 2016 
was 3 percent against a budgeted 
5 percent. The depressed GDP 
growth is attributed to economic 
challenges such as low commodity 
prices, electricity deficits, high 
inflation, a lukewarm external sector 
and Government’s challenge to fully 
finance its commitments.

l The cash deficit is projected to close 
in the region of 3 percent of GDP 
largely on account of shortfalls in 
revenue and non-manifestation of 
planned external financing. While 
the deficit on a commitment basis 
is expected to be in the region of 
10 percent of GDP. This has also 
affected budget implementation in 
2016.

1 Overview of the global and domestic 
economies

l Inflation decelerated to 12.5 percent 
in October 2016 from 22.9 percent 
in the first quarter in 2016 and is 
expected to be further decrease into 
single digit territory by end of the 
year.

l The kwacha has remained relatively 
stable in 2016 against other 
convertible currencies.

l Copper earnings fell in the first 
nine months of 2016 from US$4 
billion in 2015 to US$ 3.4 billion, 
a contraction of 18 percent. The 
reduction is ascribed to unfavourable 
international commodity prices. 
Whilst copper production in the first 
nine months of 2016 was 575, 780 
metric tonnes up by 8.2 percent 
from 531, 163 metric tonnes in 2015.

l Non-traditional exports decreased 
to US$1.3 billion from US$1.6 billion 
which represents a shrinkage of 23.1 
percent. 

l External debt as at September 2016 
was US$6.7 billion representing 35 
percent of GDP.

l The portion of domestic debt 
relating to Government securities as 
at September 2016 stood at ZMW 
26 billion representing 12 percent of 
GDP. 

l Power generation challenges 
persisted into 2016 with a decrease 
of 19.9 percent to 1,329. Megawatts 
compared to 1,658.6 percent in 
corresponding period in 2015.
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2     Macroeconomic objectives, policies and  
strategies for 2017

The overall macroeconomic objective is to stabilise and grow 
the economy.

Macroeconomic objectives for 2017 
include:

l Achieving real GDP growth rate of 5% 
(2016: 3.2%).

l Attaining year end inflation of no more 
than 9% for 2017.

l Attaining domestic revenue mobilisa-
tion of at least 18% of GDP.

l Limiting the overall fiscal deficit to 
no more than 7% of GDP on a cash 
basis.

l Maintaining domestic borrowing to no 
more than 2% of GDP.

l Building up foreign exchange reserves 
to at least 3 months of import cover 
by the end of 2017.

l Supporting the creation of at least 
100, 000 decent jobs.

Sector Policies

Agriculture

The agricultural sector is a key driver for 
economic stability and growth. In order to 
achieve the desired growth, there is need 
to develop a sustainable, diversified and 
competitive agriculture sector. 

In order to achieve the sector objectives, 
Government will introduce the following 
measures:

l Promoting diversification to cash 
crops such as cotton, cashew 
nuts, soya beans, cassava and 
rice through full migration to the 
Electronic Voucher System.

l Creating a fund under the 
Emergent Farmer Support 
Programme to bridge the funding 
gap for emerging farmers.

l Continuing the construction of 
multipurpose dams and promotion 
of irrigation schemes through the 
Public Private Partnership model, 
particularly in farm blocks.  

l Refraining from using instruments 
such as export bans and setting 
of prices above market rates to 
regulate agricultural markets due 
to the negative effect they have on 
production. 

l Improving the Livestock Sector 
through continuing with the 
construction of artificial insemination 
centres and cordon line from 
shangombo to jimbe. 

l Improving the Fisheries Sector 
through the completion of fingerling 
centres, offering fiscal incentives 
to the aquaculture subsector 
and expansion of the Fisheries 
Development Fund.   
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Industrialisation

Industrialisation is key to the diversification 
of the economy. In 2017 the Government 
hopes to achieve this through the following 
measures: 
l Facilitating the development of Multi 

Economic Zones particularly the Kafue 
Iron & Steel and Kalumbila Multi 
Facility Economic Zones. 

l Establishing an Agricultural and 
Industrial Credit Guarantee Fund for 
SMEs to facilitate access to affordable 
financing. 

l Development of financing instruments 
aimed at supporting industrialisation 
under the Industrial Development 
Corporation (IDC). 

Tourism

The Government is set to operationalise 
the Tourism and Hospitality Act of 2015, 
which provides for tourism product 
development, tourism infrastructure and 
tourism marketing.
 

Mining

The Mining sector continues to be 
Zambia’s key export earner contributing 
over 70% of Zambia’s total export 
earnings.  
To ensure that the sector continues to 
play a pivotal role in revenue generation, 
Government will implement effective 
mining monitoring mechanisms and 
ensure a stable and responsive mining tax 
regime. 
In addition, the Government will promote 
the exploration for oil and gas. 

Energy 

The energy sector continues experiencing 
challenges. In an effort to move to 

cost reflective tariffs, Government will 
in 2017 move to cost reflective tariffs 
particularly for fuel and electricity to attract 
investments in the sector.   

To increase efficiencies in the 
procurement of finished petroleum 
products, from 1st March 2017, 
Government will disengage from the 
procurement process and its role will be 
limited to regulation of the sector.

Transport

Government will continue with the 
implementation of the Link Zambia 8000, 
Lusaka 400 and the Copperbelt 400. 
However these will be undertaken under 
a more realistic time frame, with priority 
given to roads that support economic 
growth and foster regional trade, such 
as the Chingola-Solwezi, Kitwe-Chingola 
dual carriage way, Lusaka-Chirundu, Link 
4 Mpika-Chinsali, Chinsali-Nakonde and 
Solwezi-Kipushi.

To ensure sustainable financing in the road 
sector, Government has embarked on the 
National Road Tolling Programme. Further, 
Government will upscale the utilisation of 
Public Private Partnerships (PPP). 

International Trade 

In order to attain inclusive growth and 
development, Government will ensure the 
following among others: 

l Operationalise the Bilateral Trade 
Agreements with the Democratic 
Republic of Congo and Angola. 

l Establish trade centres at the 
boarders of major non-traditional 
export markets.

2     Macroeconomic objectives, policies and  
strategies for 2017
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Water Supply and Sanitation

Government will continue to support the 
development of water and sanitation 
infrastructure across the country. In 2017, 
the Government aims to increase the 
access to clean and safe drinking water 
from 51% to 55%. 

In an effort to improve solid waste 
management, government will continue 
to procure solid waste equipment and 
construct engineered landfills to better 
manage waste.  

Education and Skills Development

Government’s focus for 2017 will be the 
completion of various school infrastructure 
projects which are currently under 
construction at primary and secondary 
school levels. Further, teacher recruitment 
and retention at all levels will continue. 

In an effort to reduce the financial 
challenges in the public universities, 
Government will work towards the 
operationlisation of the Higher Education 
Loans Scheme. To address the inadequate 
skills among craftsmen and artisans, 
government will introduce a Skills 
Development Fund. 

Health

Government’s focus for 2017 will be 
on strengthening health systems with 
emphasis on primary health care, 
promoting innovative health financing 
strategies and rehabilitation of health 
facilities and training schools.

In an effort to achieve universal health 
coverage for all citizens, Government 
intends to table the Social Health 
Insurance Bill. 

Social Protection

Government will scale up the Social 
Protection Programmes in 2017. 

Social Cash Transfer Scheme

Government will scale up the social cash 
transfer in terms of coverage, monthly 
amounts and number of beneficiaries.  

Fiscal targets and policies

In an effort to restore budget credibility, 
transparency and policy consistency, 
Government will in 2017 implement the 
following measures: 

l Target public spending to activities 
that directly support economic 
recovery and restricting new public 
sector recruitments to only frontline 
workers in health and education 
sectors. 

l Realign the implementation strategy 
for the Farmer Input Support 
Programme and restrict the role of the 
Food Reserve Agency to procurement 
and management of the strategic food 
reserves.

l Dismantling of arrears to suppliers 
and contractors and restricting new 
capital projects and major equipment 
procurements.

l Implement a phased removal of 
electricity subsidies. 

2     Macroeconomic objectives, policies and  
strategies for 2017
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l Comply with constitution provisions 
relating to supplementary and excess 
expenditure. 

Debt management policy

To ensure debt sustainability, the following 
measures will be taken:

l Develop, publish and implement 
a robust medium term debt 
management strategy in 2017;

l Use Government securities as main 
instruments for domestic financing;

l Slow down on capital infrastructure 
projects financed through costly 
borrowing; and

l Utilise PPPs and joint ventures to 
finance Government projects.

There will be proposed amendments to the 
Loans and Guarantees (Authorisation) Act.

Aid policy

As espoused under the Economic 
Recovery Programme, Government has 
commenced bilateral discussions with 
cooperating partners for the purpose of 
increasing the level of assistance from 
2017.

Monetary and financial sector 
policies

The Bank of Zambia will adopt a target 
range for inflation of between 6-8% from 
2018.

Government through the Bank of Zambia 
will begin de-risking lending to the 
agriculture sector and will put measures in 
place to provide affordable and long term 
finance to support SMEs.

Government is developing a national financial 
inclusion policy and strategy, whose purpose 

will be to provide a framework for coordinating 
efforts of both public and private sector players 
towards achieving effective financial inclusion.

Structural Reforms

In an effort to improve transparency and 
accountability, the Public Finance Act 
of 2004 will be amended; further, the 
Planning and Budgeting Bill will be tabled.

Government will further ensure that 
major revenue collection processes are 
automated by June 2017.
The Zambia Public Procurement 
Authority has been directed to finalise 
and implement a price benchmarking 
framework, for the purpose of providing 
optimal pricing guidance. To enhance 
efficiency and effectiveness, Government 
is further piloting an e-Government 
Procurement System.

Pension 

In 2017, Government will introduce 
legislation which will allow new entrants 
into public schemes, revise the employer 
and employee contributions upwards and 
facilitate private sector management of 
pension funds.

 National Statistics

Government will in 2017 table a Bill that 
will enhance the Central Statistical Office’s 
ability to collect pertinent statistics from 
public and private entities.

State owned enterprises

The Industrial Development Corporation 
has been directed to conduct a situational 
analysis of all state owned enterprises 
under its portfolio for the purpose of 
recapitalising those that have a good 
business case and hiving off those that are 
not viable.

2     Macroeconomic objectives, policies and  
strategies for 2017
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3 The 2017 budget

The Government intends to spend ZMW 64.51 billion representing 27.7% of GDP 
which will be financed by:

l Domestic revenues of ZMW 42.94 billion which is 67% of the total budget.

l Grants from foreign cooperating partners of ZMW 2.23 billion or 3% of the total 
budget.

l Debt financing from domestic and external sources of ZMW 19.33 billion or 30 % of 
the total budget.

2017 2016 2015
Total Tax Revenue 58% 61% 67%
Earmarked Bond Proceeds 0% 0% 5%
Other Revenues 1% 0% 0%
Non Tax Revenues 8% 17% 8%
Domestic Borrowing 6% 5% 8%
Foreign Grants 3% 1% 3%
Foreign financing 24% 16% 9%

Total	  Tax	  Revenue	  	  
58%	  

Other	  Revenues	  	  
1%	  

Non	  Tax	  Revenues	  	  
8%	  

Foreign	  Grants	  	  
3%	  

Foreign	  financing	  	  
24%	  

2017 Revenue & Financing  

Total	  Tax	  Revenue	  	  
61%	  

Earmarked	  Bond	  
Proceeds	  
0%	  

Other	  Revenues	  	  
0%	  

Non	  Tax	  Revenues	  	  
17%	  

DomesIc	  Borrowing	  	  
5%	  

Foreign	  Grants	  	  
1%	  

Foreign	  financing	  	  
16%	  

2016	  Revenue	  &	  Financing	  	  

Total	  Tax	  Revenue	  	  
67%	  

Earmarked	  Bond	  
Proceeds	  
5%	  

Non	  Tax	  Revenues	  	  
8%	  

DomesIc	  Borrowing	  	  
8%	  

Foreign	  Grants	  	  
3%	  

Foreign	  financing	  	  
9%	  

2015	  Revenue	  &	  Financing	  	  
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Total Domestic Revenue, Grants and Financing

1

Description

Total Tax Revenues

2017
ZMW Million 

37,622.46

2016
ZMW Million 

31,401.50

2015
ZMW Million 

31,281.66

2014
ZMW Million 

26,642.86

Direct Taxes 17,756.98   14,340.30 11,793.25 12,966.40

Company Tax 4,858.31 3,239.10 2,399.44 4,046.96

Other Income Tax 3,083.38 3,166.80 1,926.91 1,601.65

PAYE 9,815.29 7,934.40 7,466.90 5,132.08

Insurance Premium Levy - 44.00 - -

Value Added Tax 9,463.34 9,893.50 6,576.73 8,099.06

Domestic VAT - 1,503.40 157.00 81.38

Import VAT - 8,390.10 6,419.73 8,017.68

Customs & Excise Duty - 7,123.70 6,974.80 8,017.68

Customs Duty 3,224.20 2,488.90 3,341.38 2,330.88

Export Duty 68.41 - - -

Excise Duty 4,700.00 3,643.60 3,633.42 3,246.52

O/W Fuel Levy - 991.20 903.13 861.00

Other revenues 518.58 - - -

2 Non Tax Revenues 5,317.33 8,809.70 3,822.68 2,895.70

Mineral Royalty Tax 1,890.94 2,889.10 5,936.88 2,185.71

3 Domestic Borrowing 3,836.20 2,509.50 3,771.95 3,501.75

4 Earmarked Bond Pro-
ceeds - - 2,417.95 -

5 Total Domestic 
Revenues & Financing 46,775.99 45,609.80 41,294.25 33,040.31

6 Foreign Grants 2,231.47 545.90 1,213.59 1,083.86

7 Foreign Financing 15,502.84 7,971.30 4,158.72 7,015.12

Project Loans 8,033.33 3,954.30 2,676.13 5,500.00

Programme Loans 7,469.51 4,017.00 1,482.59 1,515.12

8 Total Foreign Grants and 
Loans 17,734.31 8,517.20 5,372.31 8,098.98

9 Total Revenue & 
Financing 64,510.30 53,135.83 46,666.56 42,681.96

3 The 2017 budget
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3   The 2017 budget
2017 Expenditure by Function

Function

2017 Budget 2016 Budget 2015 Budget

ZMW’
million

Percentage 
of Budget

ZMW’
million

Percentage 
of Budget

ZMW’
million

Percentage 
of Budget

General Public Services 17,970.34 27.9% 19,171.70 36.1% 12,040.20 25.8%

Defence 3,204.45 5.0% 3,145.80 5.9% 3,247.20 7.0%

Public Order and Safety 2,342.97 3.6% 1,840.56 3.5% 2,180.00 4.7%

Economic Affairs 20,132.60 31.1% 13,247.24 24.9% 12,746.60 27.3%

Environmental 
Protection 616.47 1.0% 151.41 0.3% 175.00 0.4%

Housing and 
Community Amenities 822.81 1.3% 468.75 0.9% 798.70 1.7%

Health 5,762.03 8.9% 4,431.85 8.3% 4,464.10 9.6%

Recreation, Culture and 
Religion 323.50 0.5% 261.55 0.5% 323.60 0.7%

Education 10,641.93 16.5% 9,143.22 17.2% 9,433.30 20.2%

Social Protection 2,693.21 4.2% 1,273.77 2.4% 1,257.80 2.7%

Grand Total 64,510.30 100% 53,135.83 100.0% 46,666.50 100.0%
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General public services

Government has proposed to spend a 
total of ZMW 17.97 billion of the total 
budget towards general public services. 
ZMW 6.49 billion of this allocation will 
be spent on external debt payment. 
ZMW 4.97 billion has been allocated to 
domestic debt payment. ZMW 887.85 
million has been allocated to the Local 
Government Equalisation Fund. Further, 
ZMW 218.40 million has been allocated to 
the Constituency Development Fund. 

Economic Affairs

The Government has proposed to spend 
ZMW 20.13 billion on the expansion and 
diversification of the economy. To enhance 
agricultural production and productivity, 
ZMW 2.86 billion has been allocated 
towards the Farmer Input Support 
Programme. In order to enhance food 
security, Government has allocated ZMW 
942.50 million for maintaining strategic 
food reserves. In order to ensure that 
the economic diversification agenda 
succeeds, ZMW 8.64 billion has been 
earmarked for the development of road 
infrastructure. ZMW 3.27 billion has been 
allocated towards the dismantling of 
arrears owned to suppliers of goods and 
services. 

Education and Skills Development

The Government proposes to spend 
ZMW 10.64 billion on education and skills 
development. Of this amount, ZMW 638 
million is earmarked for various school 

infrastructural projects. ZMW 368.58 
million is meant for University and College 
Infrastructure. Government proposes to 
allocate ZMW 233.50 million towards the 
Skills Development Fund – this is so as to 
enhance technical and vocational skills. 
ZMW 35.55 million shall be channelled 
towards the Student Loan Scheme.   

Health

In terms of health, the Government 
proposes to spend a total of ZMW 5.76 
billion. Of this amount, ZMW 769.09 
million will be channelled towards the 
procurement of drugs and medical 
supplies. ZMW 267.51 million has been 
allocated towards medical infrastructure 
and equipment. 

Housing and community amenities

The Government has proposed to spend 
ZMW 822.81 million for the rehabilitation 
and construction of water supply and 
sanitation infrastructure. This allocation 
also covers solid waste management 
systems and the implementation of 
housing development programmes. 

Public order and safety

Government has allocated ZMW 2.34 
billion towards the maintenance of public 
order and safety. 

Social protection

The Government has allocated ZMW 2.69 
billion towards social protection. 

3   The 2017 budget
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4 Domestic taxes

All proposed changes under Domestic taxes for the fiscal year 2017 
are effective 1 January 2017

Pay As You Earn 

Exempt threshold

The Government has proposed to increase the exempt threshold from ZMW3 
000 in 2016 to ZMW3 300 per month in 2017. The annual exemption threshold 
will be at ZMW39 600 in 2017 up from ZMW36 000 in 2016.

Marginal rate increase and tax bands adjustment

The marginal rate is to increase from 35% in 2016 to 37.5% in 2017. The tax 
bands will equally be adjusted as indicated in the PAYE tax bands tables below.

NAPSA allowable deduction

The tax allowable deduction for pension contributions has remained the same 
at ZMW255 per month.

PAYE tax bands

Current PAYE bands - 2016 Proposed PAYE bands – 2017

From To Tax rate From To Tax rate

0 3 000 0% 0 3 300.00 0%

3 001 3 800 25% 3 300.01 4 100.00 25%

3 801 5 900 30% 4 100.01 6 200.00 30%

above 5 900 35% above 6 200.00 37.5%

Current PAYE bands - 2016 Proposed PAYE bands – 2017

From To Tax rate From To Tax rate

0 36 000 0%  -    39 600.00 0%   

36 001 45 600 25%  39 600.01  49 200.00  25% 

45 601 70 800 30%  49 200.01  74 400.00  30% 

above 70 800 35%  above  74 400.00  37.5% 
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4 Domestic taxes
10 % tax on rental income earned by statutory bodies 

All statutory bodies will be mandated to pay 10% tax on rental income from 
January 1,  2017.

Change of motor vehicle ownership

Every person changing ownership of a motor vehicle will be required to obtain 
a tax clearance certificate from the Zambia Revenue Authority.

Advance income tax on importation of goods to be increased

An increase in Advance income tax from 6% to 15% on importation of goods 
has been proposed. Advance income tax is not a final tax as it can be claimed 
as a credit or refunded at the end of the year if a taxpayer can prove that they 
are tax compliant.

Turnover tax regime – Introduction of tax bands

It has been proposed to change the Turnover tax regime by introduction of 
bands and presumptive amounts as follows:

Monthly Turnover 
category (ZMW)

Proposed Regime (ZMW)

1.00 - 4 200.00 100 per month + 3% of monthly turnover above 3 000

4 200.01 – 8 300.00 225 per month + 3% of monthly turnover above 4 200

8 300.01 – 12 500.00 400 per month + 3% of monthly turnover above 8 300

12 500.01 – 16 500.00 575 per month + 3% of monthly turnover above 12 500

16 500.01 – 20 800.00 800 per month + 3% of monthly turnover above 16 500

Above 20 800.00 1 025 per month + 3% of monthly turnover above 20 800
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4 Domestic taxes
Capital allowances rate increase – Plant, equipment and machinery for 
farming and agro-processing

An increase has been proposed in the capital allowances rate on plant, 
equipment and machinery used in farming and agro-processing from 50% in 
2016 to 100% in 2017.

Skills development levy

Employers will be levied 0.5% of the total emoluments paid to employees for 
skills development.

Turnover tax penalty for late return submission 

Introduce a specific late return submission penalty of 500 penalty units 
(ZMW150) per month or part thereof that the return is submitted late.

Bank account holders to obtain mandatory Taxpayer Identification 
Numbers (TPIN)

All financial institutions registered under the Banking and Financial Services Act 
will mandatorily be required to have all bank account holders obtain a TPIN.

Mining operations – ZMW/US$ translation rate 
 
The exchange rate for the ZMW/US$ translation for entities carrying out mining 
operations for an accounting period will  be the average Bank of Zambia mid-
rate of the ZMW/US$ exchange rate.

PAYE return submission and payments date revised 

The PAYE return submission and payment due date has been changed from 
the 14th to the 10th of every month.

Final income tax return submission and payment date revised

The final income tax return submission and payment of balance of tax due date 
has been changed from 30th June to 21st June.
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4 Domestic taxes
Corporate income tax (non-mining)

The various year-on-year non-mining and proposed* 2017 tax rates are indicated 
in the table below:

Category
Charge year

2017 2016 2015

Manufacturing and other 35% 35% 35%

Manufacturing of organic fertilisers 15% 15% 15%

Manufacture of chemical fertilisers 15% 15% 15%

Farming 10% 10% 10%

Agro processing 10% 10% 10%

Companies listed on the Lusaka Stock Exchange (less 2% 
in first year of listing on LuSE/ less 5% for as long as one-
third of shares are owned by indigenous Zambians)

35% 35% 35%

Public benefit organisations on business income 15% 15% 15%

Export of non-traditional goods 15% 15% 15%

Commercial imports (advance income tax)* 15%* 6% 6%

Telecommunications companies

up to ZMW250 000 35% 35% 35%

excess of ZMW250 000 40% 40% 40%

Carry forward of tax losses

Electricity generation by Hydro and thermal power 10 years 10 years 10 years

Electricity generation using other sources except wood 10 years 5 years 5 years

All other non-mining companies 5 years 5 years 5 years

Capital allowances deductions

Investment/initial allowance on new industrial buildings 10% 10% 10%

Industrial building allowance 5% 5% 5%

Plant & machinery used in manufacturing & tourism 50% 50% 50%

Implements, machinery & plant used in the generation of 
electricity 50% 50% 25%

Plant, equipment and machinery used in farming and agro-
processing* 100%*  50%    50%

Commercial buildings 2% 2% 2%

Commercial motor vehicles & other plant and machinery 25% 25% 25%

Non-commercial motor vehicles 20% 20% 20%

Farm works/improvements & improvement allowance 
under Multi Facility Economic Zones only 100% 100% 100%
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4 Domestic taxes
Corporate income tax (mining)

The table below shows the various year-on-year tax rates and the proposed 
2017 changes.

Category
Charge year

2017 2016
2015 

2nd half

Mining – Base Metals/Gemstones/Precious Metals 30% 30% 30%

Variable profit tax – up to - 15% 15%

Mineral royalty rates

Mineral royalty on base metals (underground and open
cast mining respectively)

6% & 9% 8% & 20% 6% & 9%

Mineral royalty on precious metals (underground and
open cast mining respectively)

6% & 9% 8% & 20% 6% & 9%

Mineral royalty on gemstones (underground and open
cast mining respectively)

6% & 9% 8% & 20% 6% & 9%

Capital allowances deductions

Mining equipment & related capital expenditure (claim 
when asset is brought into use)

25% 25% 25%

Commercial motor vehicles & other plant and 
machinery

25% 25% 25%

Non-commercial motor vehicles 20% 20% 20%

Carry forward of tax losses

Mining operations 10 years 10 years 10 years

Prospecting & exploration 5 years 5 years 5 years

Import duty on certain mining equipment Rebate Rebate Rebate

VAT deferment scheme No No No

Other rates

Withholding tax on dividends 0% 0% 0%

Export duty on Copper & Cobalt concentrates 10% 10% 10%

Customs Duty on Import of Copper concentrates* 7.5%* - -

Thin capitalisation threshold – Debt to equity ratio 3:1 3:1 3:1

Taxation of hedging income 35% 35% 35%

Property transfer tax on sale or transfer of land or 
shares

5% 5% 10%

Property transfer tax on sale or transfer of mining 
rights

10% 10% 10%
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4 Domestic taxes
Filling of tax returns

Tax Calendar

2017 Charge year Due Date

Corporate tax

Submission of provisional income tax return (electronic) 31-Mar-17

Submission of income tax provisional tax return (manual) 5-Mar-17

Payment of first quarter provisional tax instalment 10 -Apr-17 

Payment of second quarter provisional tax instalment 10-Jul-17

Payment of third quarter provisional tax instalment 10-Oct-17

Payment of fourth quarter provisional tax instalment 10 -Jan-18

Submission of annual tax return for 2016 and payment of 
balance of tax (electronic)

21-Jun-17

Submission of annual tax return for 2016 (manual) 5-Jun-17

2016 Charge year Due Date

Submission of provisional income tax return 31-Mar-16

Payment of first quarter provisional tax instalment 14-Apr-16

Payment of second quarter provisional tax instalment 14-Jul-16

Payment of third quarter provisional tax instalment 14-Oct-16

Payment of fourth quarter provisional tax instalment 10-Jan-17

Submission of annual tax return for 2015 and payment of 
balance of tax

30-Jun-16

Submission of annual tax return for 2015 (manual) 5-Jun-16

Others - 2017 charge year

PAYE monthly return and payment 10th of the following month

VAT return and payment 16th of the following month

Withholding tax payments and certificate 14th of the following month

Mineral Royalty return and payment 14th of the following month

Property transfer tax 14 days from assessment
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4 Domestic taxes
Other Domestic taxes

The various year-on-year withholding tax and other taxes and capital allowances 
rates are provided in the table below:

Category
Charge Year

2017 2016 2015

Withholding tax and other rates

Non-mining dividend pay-outs 15% 15% 15%

Profits distribution by branches of foreign companies 15% 15% 15%

Management and consultancy fees to residents 15% 15%
Not 

applicable

Management and consultancy fees to non-residents 20% 20% 20%

Royalties to non-residents 20% 20% 20%

Winnings from gaming, lotteries and betting (Final tax) 20% 20% 20%

Interest for individuals on savings and deposit accounts (Final tax) 0% 0% 0%

Interest on Treasury Bills for Individuals (Final tax) 15% 15% 15%

Interest on Treasury Bills (Final tax for Public Benefit Organisations) 15% 15% 15%

Interest on Government Bonds (Coupon Income) 15% 15% 15%

Commissions to non-residents 20% 20% 20%

Public Entertainment fees to Non- Residents (Final tax) 20% 20% 20%

Non-Resident Contractors 20% 20% 20%

Rentals (Final tax) 10% 10% 10%

NAPSA tax allowable threshold/month ZMW255 ZMW255 ZMW255

Turnover tax

Threshold up to ZMW800 000 – Presumptive tax bands intrduced* 3% 3% 3%

Turnover tax under declaration penalties

Penalty for negligence 1.50% 1.50% 1.50%

Penalty for late return ZMW150 - -

Penalty for wilful default 3% 3% 3%

Penalty for fraud 4.50% 4.50% 4.50%

Carbon tax

Engine size greater than 1 500cc ZMW70 ZMW50 ZMW50

Engine size between 1 500cc and 2 000cc ZMW140 ZMW100 ZMW100

Engine size between 2 000cc and 3 000cc ZMW200 ZMW150 ZMW150

Engine size over 3 000cc ZMW275 ZMW200 ZMW200
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4 Domestic taxes
Direct tax penalties and interest

Penalties

Description Company Individual Interest

Corporate tax and Mineral Royalty

Late settlement* 5%/month or part 
thereof

5%/month or part 
thereof

2% + Bank of 
Zambia discount 
rate

Underestimation of tax 
by less than two thirds 
of final tax

25% 25% Nil

Late lodging of return* ZMW600/month 
or part thereof

ZMW300/month 
or part thereof Nil

Withholding  Tax, PAYE & Individual tax

Late settlement 5%/month or part 
thereof

5%/month or part 
thereof

2% + Bank of 
Zambia discount 
rate

Late lodging of return ZMW 600 per 
month

ZMW 300 per 
month Nil

Value Added  Tax

Late settlement 0.5% of tax due 
per day

0.5% of tax due 
per day

2% + Bank of 
Zambia discount 
rate

Late lodging of return

Higher of 
ZMW300 and 
0.5% of tax due 
per day

Higher of 
ZMW300 and 
0.5% of tax due 
per day

Nil
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Value Added tax changes 

Input VAT claim prior to registration

In 2017, it has been proposed to make 
input VAT incurred by an entity prior to 
registartion non-deductible. Up until 
2016, input VAT incurred by an entity 
three months prior to registration was 
claimable.

Input VAT on petrol not claimable

The Government has proposed to 
make input VAT on petrol 100% non-
claimable. Previously, only 20% of 
input VAT on petrol was claimable. 

Input VAT claim on diesel restricted

Input VAT claim on diesel will be 
restricted to 90% as opposed to 
100% previously.

Input VAT not claimable on certain 
items

Input VAT will not be claimable on 
refrigeration equipment, mobile 
phones, motor vehicle parts, 
digital satellites, television sets, 
decoders, video players, curtains, and 
construction of dwelling houses for 
staff.

Copper concentrates – import VAT 
deferment scheme

Imports of copper concentrates will 
be put on the VAT deferment scheme 
to promote local mineral processing.

VAT Group registration 
abolishment

In the 2017 fiscal year, government 
has proposed to abolish the VAT 
Group registration scheme.
Electronic Fiscal Devices 

All VAT registered suppliers must 
use Electronic Fiscal Devices which 
will enable real time monitoring of 
business transactions to ensure full 
compliance.

Appointment of tax agents to 
collect VAT at source

Tax agents will be appointed to collect 
the VAT at source.

Government agencies – No input 
VAT claim

The provision for a Government 
agency not engaged in providing 
taxable supplies to claim input VAT 
from Ministry of Finance has been 
removed.

Exploration companies – Input VAT 
claim period extended

The input VAT claim period for a 
person carrying on exploration has 
been increased from 7 years to 10 
years in line with the maximum period 
for which an exploration licence is 
valid.

4 Domestic taxes
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Transportation services definition 

Transportation services have been 
defined in the Exemption order 
to clarify that the exemption of 
transportation services excludes 
supplies of a sporting or leisure 
character.

Fish seed and fish feed exempt

It has been clarified that fish seed 
and fish feed are exempt for VAT 
purposes.

Input VAT claim validity period 
reduced

The input VAT claim validity period 
is proposed to be reduced from 6 
months to 3 months.

Oil Marketing Companies - 3 
returns to be submitted

Proposed is the submission of three 
VAT returns and payments per month 
by Oil Marketing Companies on fuel 
uplifts, to align with the Customs and 
Excise (General) Regulations.

VAT return submission and 
payments date revised 

The VAT return submission and 
payment date has been changed from 
the 21st to the 16th of every month.

4 Domestic taxes 4 Domestic taxes
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5 Customs and Excise duty

All proposed changes under customs and excise are effective 1 
January 2017.

The following changes in customs and 
excise have been proposed for the 2017 
fiscal year:

l Excise duty on air time – Increase 
excise duty on air time from 15% to 
17.5%.

l Customs duty on spare parts for 
various machinery and equipment 
- Increase customs duty from 5% to 
15%.

l Cigarettes – Increase specific excise 
duty on cigarettes from ZMW200 per 
mille to ZMW240 per mille.

l Ad-valorem excise duty rate on 
cigarettes – Remove the ad-valorem 
rate of 145%.

l Excise duty on opaque beer – Modify 
the excise duty collected on opaque 
beer to the higher of the amount 
payable based on a formula premised 
on the capacity of the manufacturer or 
the 14.5 ngwee per litre of the quantity 
produced.

l Motor vehicle carbon tax – Increase 
motor vehicle carbon tax rates to range 
from ZMW70 to ZMW275.

l Copper concentrates import duty 
– Introduce import duty on copper 
concentrates at the rate of 7.5%.

l Selected imported goods – A surtax 
at the rate of 5% will be introduced on 
selected imported goods.

l Semi-processed edible oil – Increase 
customs duty from 5% to 15%.

l Aquaculture implements – Suspend 
customs duty for a period of three years.

l Fittings for irrigation – Remove the 
25% customs duty.

l Plastic shopping bags – Increase 
customs duty from 25% to 40%.

l Lifting, handling and loading 
machinery and various inputs used 
in the shoe industry – Customs duty 
of 15% will be removed.    

l Unprocessed and semi-processed 
timber products –  Specific rates will 
be introduced for unprocessed timber 
(ZMW10 per kg) and semi-processed 
timber (ZMW5 per kg). 

l Maize – Export duty at the rate of 10% 
to be introduced.

l Commencement date of the 5 day 
transit period – The commencement 
date will be moved from the date of 
entry to the date of release of goods 
from customs control.

l Advance ruling on origin of goods – 
There will be advance ruling on origin of 
goods from countries that have signed 
trade agreements with Zambia.

l Acrylic or modacrylic synthetic 
staple fibres – Customs duty rate will 
be reduced from 5% to 0%.
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l Pulley tackle and hoists (except skip 
hoists), winches and capstans, jacks 
and other lifting, handling, loading 
or unloading machinery – Customs 
duty rate will be reduced from 15% to 
0%.

l Harmonised commodity description 
and coding system (HS) – To be 
updated so as to be aligned with 
the current schedule to the HS 2017 
version.

l Clearance of goods on Removal in 
Bond (RIB) – Removal of fee payable 
as a penalty for late clearance of goods 
on removal in Bond provided under 
the Customs and Excise Act; and 
re-introduced under the Customs and 
Excise (General) Regulations.

l Goods re-exported in their un-used 
state – Exemption of export duty on 
goods that are re-exported in their 
unused state has been clarified.

l Clearing agents licencing –
Mandatory electronic applications for 
licencing clearing agents.

l Increase minimum penalty 
provisions as follows:

-   20 000 from 10 000 fee units for 
failure to avail records for inspection.

-   2 000 from 1 000 fee units per record 
for failure to provide missing records 
within stipulated time.

-   20 000 from 8 000 fee units for 
offences where there are no special 
penalties provided for under the Act.

l Amendment of Tariff codes – Separate 
tariff line for “sections of cathodes” 
from “Cathodes” and for “Cobalt 
matters” from “Other Intermediate 
products of cobalt, metallurgy;  

unwrought cobalt; powders”

5 Customs and Excise duty
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6  Other information

Investment incentives available from the Zambia Development 
Agency

Investors should note that there are 
no limits on the amount of investment 
required to be made for an investment 
license. However, there are some 
minimum investment thresholds 
required to qualify for certain benefits. 
Specifically, the investment should 
exceed:

l US$250 000 in order to qualify for 
basic non tax incentives; and,

l US$500 000 in order to qualify for 
special tax incentives for priority 
sectors or products located in 
a multi-facility economic zone, 
industrial park or a rural area.

Priority sectors for investment 
incentives 

Manufacturing:

Manufacturing activities located in 
a multi-facility economic zone and 
industrial park or a rural area.

Construction and establishment of 
infrastructure, excluding renovation, 
expansion and refurbishment:

l Education – construction of 
education and skills training 
institutions.

l Health - construction of health 
centres as defined under the 
Health Professions Act of 2009.

l Tourism - construction and 
establishment of hotels, 
convention centres, exhibition 
centres, museums, theme parks, 
art galleries, theatres, and large 
retail complex containing a variety 
often or more stores, restaurants 
or other business establishments 
housed in a series of connected 
or adjacent buildings or in a single 
large building.

l Housing - development of 
fifty or more houses erected 
or maintained under one 
management or control on 
land developed specifically for 
the sitting of such houses in 
accordance with a comprehensive 
plan which provides for the laying 
out of roads and the furnishing and 
availability of services essential or 
ancillary to the use of such building 
as houses.

l Agriculture - construction of crop 
and grain storage facilities.

Energy and water development

l Power - building, installation 
of power stations and power 
generation (including solar power 
generation).
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l Fuel - building and installation of 

processing and refinery plants 
for bio-fuel; construction of 
petroleum refineries; construction 
of pipelines; and construction of 
rural filling stations.

l Water supply - construction of 
depots; construction of dams; 
construction of irrigation canals; 
and construction of water and 
sewerage treatment plants.

The Zambia Development Act was 
changed in 2016 as follows:

Incentives

l Incentives offered for the 
development of a multi facility 
economic zone will be valid for 10 
years.

l Incentives will be offered to 
foreign investors operating in 
under developed areas (minimum 
investment of US$2 500 000).

l A foreign investor investing 
not less than US$5 000 000, 
operating in a priority sector or 
product; or in a multi facility 
economic zone or industrial 
park will receive special fiscal 
incentives.

l A foreign investor investing not 
less than US$2 500 000 and 
partnering with a local investor 
owning 10% shareholding will be 
eligible for incentives.

l A local investor investing not less 
than US$2 500 000 in a priority 
sector or product will receive 
special fiscal incentives.

l Special fiscal incentives will be 
provided for investors exporting 
non- traditional products which 
result in net forex earnings.

Licenses

l The electronic submissions and 
payment of applications will be 
introduced.

Codes of good practice

l The Zambia Development Agency 
will through gazette notices issue 
codes of good practice.
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Immigration

Type Application cost Renewal cost Application time

Single entry visa $50 $50 5 Working Days

Multiple entry visa $80 $80 5 Working Days

Transit visa $50 $50 5 Working Days

Day tripper visa $20 $20 5 Working Days

Temporary 
employment permit

ZMW 3 000 ZMW 3 500 21 Working Days

Employment permit ZMW 3 000 ZMW 3 500 21 Working Days

Temporary permit ZMW 4 000 ZMW 3 500 21 Working Days

Investors permit ZMW 2 000 ZMW 2 500 21 Working Days

Residence permit ZMW 4 000 ZMW 4 000 21 Working Days

Spousal permit ZMW 500 ZMW 1 000 21 Working Days

Company incorporation requirements

Companies Act requirements

1 Minimum of 2 Directors; 50% of the directors should be resident in 
Zambia

2 Minimum of 2 shareholders; these may be individuals or entities

3 Minimum share capital of ZMW 10 000

4 Proposed registered address

5 Secretary; this may be an individual or entity resident in Zambia

6  Other information
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Tax registration requirements

Tax registration requirements

1 Certificate of incorporation of the company

2 Certificate of share capital of the company

3 Articles of association of the company

4 A map (sketch) of your business location

5 Tenancy agreement for the business premises

6 A printout of your bank account in Zambia showing the funds currently 
available in the account

7 A business plan and projected cash flow for a period of one year.

Double taxation treaties

The rate of withholding tax deductible on payments may be reduced where there is a 
tax treaty in place between Zambia and the recipient resident country.

Please note that new treaties have been agreed with Botswana and the UK, but are 
not yet in force. A new treaty has been negotiated with Ireland which provides for 
higher withholding tax rates than those currently in force.
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Double taxation treaties

Country Dividends (%) 
Interest

(%)

Royalties

(%)

Management

fees (%)

Canada 15% 15% 15% Nil***

China 5% 10% 5% Nil****

Denmark 15% 10% 15% Nil

Finland 5%/15%** 15% 5/15% Nil

France 0% 0% 0% 0%

Germany 5%/15%** 10% 10% Nil

India 5%/15%** 10% 10% Nil***

Ireland Nil Nil Nil Nil

Italy 5%/15%** 10% 10% Nil

Japan Nil 10% 10% Nil

Kenya 0%* 0%* 0%* 0%*

Mauritius 5%/15%** 10% 5% Nil

Netherlands 5%/15%** 10% 10% Nil

Norway 15% 10% 15% Nil

Romania 10% 10% 15% Nil

South Africa 0%* 0%* 0%* 0%*

Sweden 5%/15%** 10% 10% Nil

Switzerland 5%/15%** Nil Nil Nil

Tanzania 0%* 0%* 0%* 0%*

Uganda 0%* 0%* 0%* 0%*

United Kingdom 5%/15%** 10% 10% Nil

* Rate applies if income is subject to tax in the country of the recipient.

** The 5% rate applies if the recipient is a company which controls directly or 
indirectly at least 25 per cent of the voting power/capital/shares in the company 
paying the dividends.

*** Certain conditions apply

**** Excludes director’s fee

6  Other information



312017 Budget highlights

Notes



32

Notes



    
Contact us
First floor, Elunda 2 
Addis Ababa Roundabout, Rhodes Park 
Lusaka

Jason Kazilimani
Senior Partner & Chief Executive Officer 
T: +260 211 372 900
E: jkazilimani@kpmg.com

Michael Phiri
Director  Tax
T: +260 211 372 900  
E: mphiri@kpmg.com

Maaya Chipwayambokoma
Partner Audit
T: +260 211 372 900
E: mchipwayambokoma@kpmg.com

Victor Sitabule
Partner Audit
T: +260 211 372 900
E: victorsitabule@kpmg.com

Sergio de Castro
Director Advisory
T: +260 211 372 900
E: sergio.decastro@kpmg.co.za

The information contained herein is of a general nature and is not intended to address the circumstances 
of any particular individual or entity. Although we endeavor to provide accurate and timely information, 
there can be no guarantee that such information is accurate as of the date it is received or that it will 
continue to be accurate in future. No one should act on such information without appropriate professional 
advice after a thorough examination of their particular situation.

© 2016 KPMG Zambia Limited, a Zambian member firm of the KPMG network of independent member 
firms affiliated with KPMG International Cooperative (KPMG International), a Swiss entity. All rights 
reserved.

The KPMG name, logo and ‘the clear choice’ are registered trademarks of KPMG International 
Cooperative (KPMG International).

Our values
We lead by example    We work together    We respect the individual    We seek the 

facts and provide insight    We are open and honest in our communication     We are 
commited to our communities    Above all, we act with integrity

www.facebook.com/kpmgzambia

twitter.com/kpmgzambia


