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Erring on the side of caution, when it comes to taxation, is always prudent. 
There is almost no exception to this rule in my estimation.  

If one were to sum up the tax developments of the last few years in Tanzania, 
they would say that it has progressively sought to enforce compliance, with 
some success. One would also say that the cost of non-compliance can be 
severe, which brings tax risk at the forefront of every organisation. Another 
clear development is that companies and NGOs are having to contend with the 
complexity that ensues when organisations attempt to get their tax affairs in 
order.  

But what if the organisation is a non-governmental, charity based one? What if the organisation receives 
funding from an international or diplomatic organisation that is exempted from taxation? On the other 
hand, what if one is a private consultant providing a service to an international organisation? Are you 
to be taxed? What is the basis of such taxation? Surely, the funds should be channelled towards the 
targeted project and not leak out in the form of taxation.   

It is easy to see the irksome nature of taxing NGOs and international organisations. To begin with, their 
budgets are usually allocated to specific projects and there is often very little margin for non-project 
spending. Secondly, the funds they receive, especially from international organisations often taxpayer 
funds. The logic goes therefore that aid comes from other countries’ taxpayers and should go straight 
from them to Tanzania’s exchequer. And thirdly, many AID organisations have agreements with the 
Tanzanian government, (such as MoUs) for the exemption of its funding from taxation. By this logic, if a 
donor has an agreement providing for tax exemption, the private companies and NGOs should also be 
exempted from taxation. 

Whilst the above questions are logical, it is instructive to remember that the devil, when it comes into 
taxation, is in the details. Taxing rights, exemptions and deferrals are provided for under the local 
legislation, unless the legislation itself defers the decision on exemptions to other instruments such as 
double tax agreement or international agreements. Here are three things to always bear in mind.  

 One is that as a matter of principle, everyone and every organisation is subject to taxation in Tanzania, 
particularly if they are resident in Tanzania. When it comes to income tax for example, section 10 of 
the Income Tax Act is very clear that except where specifically exempted, incomes derived in Tanzania 



are taxable in Tanzania. The misconception, logical as it may be, that NGOs and international aid 
organisations are automatically exempted from tax create risks in these organisations. Indeed, for 
NGOs, even when they have a charitable status, they are still subject to tax but would have some 
additional deductions. 

The second point to note is that when an organisation is exempted, that exemption does not extend to 
its implementors or employees. The rule of thumb is that exemptions are limited to the organisation 
mentioned in the exemption documents such as the Government Notices (GNs). Accordingly, 
organisations that receive funding from an exempted organisation should assume they will be taxable, 
unless explicitly mentioned in the GN. Likewise, exempt organisations are required to account for 
withholding tax, including employee taxes if the exemption is specifically limited to the organisations as 
a whole. 

The third point is that being exempted from income does not exempt someone, or an organisation from 
filing its tax returns. A good example would be an NGO enjoying a charitable status. This organisation 
may not have taxable income but the organisation is required to file its income tax returns as well other 
returns such as withholding tax returns. Non filing of returns inadvertedly means filing penalties which 
can be quite expensive, especially for NGOs. 

Tax exemptions are, by design, extremely difficult to secure. This is not unique to Tanzania as 
governments generally seek to plug all potential tax loopholes. Accordingly, it is possible for an 
organisation to be mislead by agreements and documents (such as memoranda of understanding or 
grant agreements) that do not have the legal effect of effecting the exemptions. It is therefore useful for 
organisation to confirm the legal basis of their exemptions in order to avoid unaddressed liabilities.  

On the other hand, organisations should be keen to make sure they do not forget their filing obligations, 
even if exempt from taxation. It can be a maze to navigate, and the onus is on the organisations to make 
sure they find their way to the other side.  
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