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Letter of Transmittal
OFFICE OF THE CHAIRMAN OF THE ZRA GOVERNING BOARD

29th May, 2019
Honourable Margaret D. Mwanakatwe, MP
Minister of Finance
Ministry of Finance
P. O. Box 50062
LUSAKA
Honourable Minister,
I have the honour of presenting to you, on behalf of the Governing Board, the 24th Annual Report of
the Zambia Revenue Authority, covering the Financial Year 1st January 2018 to 31st December 2018.
This report has been prepared in accordance with the requirements of the Zambia Revenue Authority
Act, Chapter 321 of the Laws of Zambia.
Yours faithfully,

Yours faithfully,
Chileshe M. Kapwepwe
Chairman of the ZRA Governing Board
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VISION
“To be a world class model of excellence in revenue
administration and trade facilitation.”

MISSION STATEMENT
“To optimise and sustain revenue collection and
administration for a prosperous Zambia.”

OUR MANDATE

ZRA is charged with the responsibility of collecting
revenue on behalf of the Government of the Republic of
Zambia under the supervision of the Minister of Finance.
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VALUES
Our commitment to serving all stakeholders is embedded in our
Corporate Values:
Taxpayer Focus
WE believe in delivering excellent services and value our taxpayers.
We provide timely, responsive and proactive service. We take time
to understand taxpayers’ needs and always strive to surpass
their expectations;
Integrity
WE will do what we say we will do. We will up-hold professional
and ethical business practices. The company’s interactions with
stakeholders will be done transparently for mutual benefits. We
will ensure honesty, integrity and respect to all;
Professionalism
WE uphold high quality standards and etiquette in our dealings
to enhance professional competence by providing the highest
level of service;
Innovation
WE are creative, bold and believe in continuous learning and
improvement. We believe these will sustain total quality consciousness in the organization;
Networking
WE collaborate inside and outside ZRA to maximise our shared
knowledge and bring greater value to one another and most
importantly, to our customers. We work together as one ZRA
family, in partnership with other organizations, and always embrace
diversity and inclusiveness.
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GLOSSARY
ACC			Anti-Corruption Commission
AEO			
Authorised Economic Operator
BMS			
Block Management System
BSC 			
Balanced Scorecard
COMESA		
Common Market for Eastern
			and Southern Africa
CSO			
Central Statistical Office
CSP			
Corporate Strategic Plan
CSR			
Corporate Social Responsibility
DEC			
Drug Enforcement Commission
DFID			
Department for International
			Development (UK)
EFD			
Electronic Fiscal Device
ERM			
Enterprise Risk Management
FMIS			Financial Management
			Information System
ESD			
Electronic Signature Device
EU			European Union
FIC			
Financial Intelligence Centre
GDP			
Gross Domestic Product
GIZ			
Deutsche Gesellschaft für
			Internationale Zusammenarbeit
ICT			
Information and Communication
			Technology
IMF			
International Monetary Fund
KKIA			Kenneth Kaunda
			International Airport
KRI			
Key Risk Indicator
LAN			
Local Area Network
LME			
London Metal Exchange
MCU			
Mobile Compliance Unit
MIDAC			
Mineral Data Analysis Centre
MoF			
Ministry of Finance
MOSES		
Mineral Output Statistical
			Evaluation System
MVCMP		
Mineral Value Chain
			Monitoring Project
NAPSA			
National Pension Scheme
			Authority
NIIE			Non-Intrusive Inspection
			Equipment
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NTA			
Norwegian Tax Administration
OSBP			
One-Stop Border Post
OTA			
Office of Technical Assistance
PACRA			
Patents and Companies
			Registration Agency
PAYE			
Pay As You Earn
PFMRP		
Public Financial Management
			Reform Programme
PMDC			
Performance Management and
			Development Contract
RDA			
Road Development Agency
RMC			
Risk Management Committee
RTSA			
Road Transport and
			Safety Agency
SADC			Southern African
			Development Community
SO 			
Strategic Objective
TIMS			Tax Invoice
			Management System
TPIN			
Tax Payer Identification Number
US			United States
USSD			Unstructured Supplementary
			Service Data
VAT			
Value Added Tax
VDP			
Value for Duty Purpose
VSS			
Voluntary Support Scheme
WCO			
World Customs Organisation
WTO			
World Trade Organisation
WVAT			Withholding VAT
ZABS			
Zambia Bureau of Standards
ZAMeT			Zambia Mobile
			Electronic Taxation
ZANAMACA		
Zambia National Marketeers
			Credit Association
ZDA			
Zambia Development Agency
ZNDC			
Zambia National Data Centre
ZRA			
Zambia Revenue Authority
ZRAIC			
ZRA Integrity Committee
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Corporate Profile
The Zambia Revenue Authority (ZRA) was established on 1st April 1994 as a corporate body, under the Zambia
Revenue Authority Act, Chapter 321 of the Laws of Zambia enacted in 1993. Pursuant to this Act, ZRA is charged
with the responsibility of collecting revenue on behalf of the Government of the Republic of Zambia under the
supervision of the Minister of Finance.

The Secretary
to the Treasury

The Permanent
Secretary
Ministry of Justice;

The Governor
of the
Bank of Zambia

A representative of
the Law Association
of Zambia

A representative of the
Zambia Association of
Chambers of
Commerce and Industry

A representative of
the Zambia
Institute of Chartered
Accountants

The operations of
ZRA are overseen
by the Governing
Board which, as
provided for in the
Act, comprises:

A representative of the
Bankers’
Association of Zambia

Two other members
appointed by
the Minister of Finance.

The members of the Board elect the Chairman and the Vice-Chairman from amongst themselves.
The Chief Executive Officer of ZRA is the Commissioner General who is appointed by the President of the Republic
of Zambia and is an ex-officio member of the Governing Board.
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RESPONSIBILITIES
					The functions of ZRA are to:
Properly assess and collect the taxes, duties, levies and fees at the right time;
Ensure that all monies collected are properly accounted for and banked;
Properly enforce all relevant legislation and administrative provisions;
Provide revenue and trade statistics to the Government;
Give advice on tax policy to Government; and
Facilitate international trade.

Taxes Administered by ZRA
The Authority administers the following tax types, levies and fees:
• Income Taxes;			

• Value Added Tax;

• Mineral Royalty;			

• Excise Duties;

• Customs Duties;			

• Property Transfer Tax;

• Carbon Emissions Surtax; 		

• Export Duties;

• Skills Development Levy; 		

• Rural Electrification Levy;

• Insurance Premium Levy; 		

• Tourism Levy; and
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• Motor Vehicle Fee.
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The Government of the
Republic of Zambia

The media
The people of Zambia

The taxpayers, the business
community and their interest
groups, together with their
professional advisors

Tourists and travellers

STAKEHOLDERS
The stakeholders in the
operations of ZRA include:
Members of regional and other multilateral groupings such as the Common
Market for Eastern and Southern Africa
(COMESA), Southern African Development Community (SADC), World Trade
Organisation (WTO) and other countries
transacting with Zambia

Cooperating Partners, e.g. the International Monetary Fund (IMF), World
Bank, the European Union (EU), and the
Deutsche Gesellschaft für Internationale
Zusammenarbeit (GIZ)

Non-Governmental Organisations
and other interest groups

Traders crossing Zambia’s borders

The Governing Board, Management
and Staff of ZRA.
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PERFORMANCE HIGHLIGHTS - 2018

ZRA collected
Tax to GDP ratio rose

K48.5 billion

to

for the Government

17.2% in
2018 from
16.6% in
2017
In total , ZRA collected

K3.8 Billion
above The Parliament
target

Taxpayer registrations
under the Block
Management System
increased to

1,492 in 2018
compared to 494
registrations
in 2017
99% of the Tax

Clearance Certificates were
processed within

2 days
10.

ANNUAL REPORT 2018

MEMBERS OF THE ZRA GOVERNING BOARD

Ms. Chileshe M. Kapwepwe

Mr. Alfred J. Lungu

Chairman

Vice Chairman

Mr. Fredson K. Yamba

Mrs. Thandiwe D. Oteng

Member

Member

Dr. Denny Kalyalya

Mr. Kamalesh M. Shah

Member

Member

Mr. James Koni

Mr. Andrew M. Musukwa

Member

Member

Mrs. Cecilia B. Zimba
Member
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MEMBERS OF THE ZRA SENIOR MANAGEMENT
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CHAIRMAN’S STATEMENT

It is with great pleasure that I present to you the 24th Annual Report of the Zambia Revenue Authority for the financial year ended
31st December 2018 with the attendant audited financial statements. During the period under review, the Authority collected K48,
459.4 million against a target of K44, 667.5 million; thereby registering a surplus of K3, 791.9 million or 8.5 percent above target.
In 2018, we embarked on several pioneering initiatives that made our enforcement and compliance efforts more productive. We
piloted the appointment of collection agents for withholding tax on rental income and base tax in the markets. Our cooperation
with these tax agents has revealed important lessons on how best to engage with different categories of taxpayers. One of the
key highlights of the year was the commencement of work on the TaxOnPhone project, which aims to create a platform for registration, filing and other taxpayer services on mobile phones using Unstructured Supplementary Service Data (USSD) technology.
This will enable taxpayers with limited or no internet access to make the use of electronic services from ZRA and supplements
the development of an application for smart phones. We, the Board of ZRA, realise that technology is converging on the mobile
phone and it is our desire that tax services are accessible on such convenient platforms.
I am also happy to report that during the year, the Board approved the Corporate Strategic Plan for the period 2019 – 2021. The
Plan comes with a rejuvenated vision: “To be a world class model of excellence in revenue administration and trade facilitation”;
along with a new mission statement: “To optimize and sustain revenue collection and administration for a prosperous Zambia”. The
Board also approved a new tagline; “My Tax, Your Tax, Our Destiny” while also streamlining our core values namely Taxpayer focus,
Integrity, Professionalism, Innovation and Networking. These changes have one underlying theme: to provide efficient taxpayer
services and thereby reduce compliance costs. I am confident that with the concerted efforts of our devoted employees, we will
continue to build on our successes in 2019 and beyond.
Lastly, I would like to thank the Minister of Finance, management and staff of ZRA for their effort in ensuring that the Authority
delivered Government revenue efficiently.

Chileshe M. Kapwepwe
Chairman of the ZRA Governing Board
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COMMISSIONER GENERAL’S
REPORT

I am delighted to present to you the Zambia Revenue Authority
Annual Report for the financial year 1st January 2018 to 31st
December 2018. The report presents both the operational and
financial performance of the Authority in 2018.
The economy in 2018 grew by 3.7 percent largely driven
by improved performance in the mining, construction,
manufacturing, and wholesale and retail trade sectors. This
favourable economic environment resulted in increased revenue
collection.
The Authority collected K57, 829.0 million in gross taxes while
total refunds stood at K9, 369.6 million. The net tax take was
therefore K48, 459.4 million against a target of K44, 667.5 million
thereby registering a surplus of K3, 791.9 million or 8.5 percent
above target. The tax revenue to Gross Domestic Product (GDP)
ratio grew to 17.2 percent in 2018 from 16.6 percent in 2017.
This positive performance was attributed to higher than programmed
revenue collections under all three tax categories namely, direct
taxes, indirect taxes and trade taxes which posted surpluses of
K272.4 million, K1, 549.9 million and K1, 969.6 million respectively.
Despite this good performance, some consumption taxes such as
excise duty continued to underperform. To address this challenge,
the Excise unit in the Domestic Taxes Division was upgraded to
a Directorate and the number of staff was increased to enhance
compliance and improve enforcement capability. With this
development, we expect a turnaround in the performance of this
tax. A total of K8, 995.4 million was paid out in VAT refunds. Out
of this amount, 78 percent was paid to the mining sector while 22
percent was paid to other sectors in the economy. Going forward,
we are confident that the introduction of Sales Tax in 2019 will
create the necessary fiscal space to settle the outstanding VAT
claims and stop the refund debt escalation.
The year 2018 marked the end of the 2016 – 2018 Corporate
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Strategic Plan (CSP). The Governing Board therefore approved
a new strategic plan for the period 2019 - 2021. The plan comes
with several changes. The new corporate vision is “to be a world
class model of excellence in revenue administration and trade
facilitation” while the new mission statement is “to optimise and
sustain revenue collection and administration for a prosperous
Zambia”. The Board also approved a new tagline “My Tax, Your
Tax, Our Destiny” and streamlined the core values; Taxpayer
focus, Integrity, Professionalism, Innovation and Networking.
In line with our corporate strategic objectives, strengthening our
enforcement capacity and ensuring full compliance by taxpayers
remained high on our agenda in 2018. In this regard, I am happy
to report that the Mobile Compliance Unit made significant
progress in curbing smuggling. The enforcement operations
resulted in 6, 241 interceptions with a value of K2, 086.7 million.
Furthermore, 990 detentions valued at K225.2 million were made
along with seizures of 81 consignments valued at K50.6 million.
Further, to enhance compliance in domestic taxes, the Authority
created an inspectorate unit in the Domestic Taxes Division
on similar lines as the Mobile Compliance Unit. The two units
have since been merged to form the Inspectorate and Customs
Enforcement unit. The creation of this new unit is expected
to mitigate revenue leakages orchestrated through cheating,
falsification of documents, corruption and smuggling.
In order to improve our corporate governance and ensure
effective follow up on audit queries raised by the Office of the
Auditor General, a new unit within our Internal Audit department,
called the Implementation Monitoring Unit was created whose
responsibility, among others, is to ensure timely resolution of
all audit queries.
The Authority continued to transform tax administration through
the implementation of various projects across the business units.
We have managed to transform the way we conduct our business
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by embracing e-solutions, a change that has transformed the
way we relate with our taxpayers and other stakeholders. We
have, thus not only reduced the cost of compliance for taxpayers
but also the cost of collection.
In the area of trade facilitation, the Authority managed to reach
a significant milestone by improving the clearance time from an
average of seven days prior to 2018 to four days in 2018. Our
visionary and pragmatic approach has further attracted notable
technical support from several cooperating partners towards
reforming customs clearance procedures, the modernisation of
the customs training programme, the improvement of hard and
soft infrastructure at Nakonde Border Post, and the strengthening
of the core competences of customs officers. These and other
programmes aimed at improving the performance of customs
will continue in 2019.
Being a public body, the Authority places a high premium on
matters of integrity. In this regard, the ZRA Integrity Committee
conducted a number of sensitisation activities for ZRA staff across
the organisation including induction training sessions for new
members of staff. The Whistle-Blower Policy, which is intended
to reward and protect informants, was launched during the year.
In the year under review, the Authority’s staff strategy continued
to focus on promoting an effective and efficient workforce
responsive to our core mandate of collecting revenue. In this
regard, staff training aimed at increasing productivity was
conducted, while competent and qualified members of staff

were promoted to various positions as a way of motivating them.
Furthermore, the Joint Negotiation Council (JNC)
successfully negotiated a new collective agreement for improved
conditions of service for unionised staff and this resulted in a
cordial industrial environment.
I am grateful to the Government through the Ministry of Finance
for ensuring that we received our profiled funding on time. This
enabled us to implement our on-going modernisation initiatives
meant to enhance revenue collection as well as our capital
investments such as the construction of additional offices and
staff houses across the country and the renovation of Revenue
House.
Let me also thank the Governing Board for embracing
management’s reform agenda aimed at actualising our
vision of being a world class model of excellence in revenue
administration and trade facilitation.
Further, I wish to thank management and staff for their dedication
to duty, as well as taxpayers and other stakeholders who made
it possible for us to achieve our revenue mobilisation objective.
Finally, I am mindful of some of the economic challenges
facing our country but I remain confident that together we shall
overcome these challenges and deliver the revenues required
for the development of our country.

Kingsley Chanda
Commissioner General
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OVERVIEW OF THE AUTHORITY

16.

ANNUAL REPORT 2018

Overview of the Performance of the Authority
The following sections provide an overview of the performance of the Authority’s Corporate Strategic Plan (CSP).
Corporate Strategic Plan 2016 - 2018
The year 2018 marked the end of CSP for the period 2016 – 2018, which had the following Strategic Objectives (SOs):

Financial Results

SO 1: To optimise revenue collection

Business Process

S0 2: To improve operational efficiency through development of infrastructure, systems
and processes

Employee Satisfaction

S0 3: T To enhance the professionalism and productivity of the human capital

Customer Satisfaction

S0 4: To provide accurate, courteous, timely and professional services to internal
and external customers

Corporate Governance and Administration of the
Authority
1. The Governing Board
The Authority has a nine member Governing Board that
oversees its organisation and administration. The Board is
appointed by the Minister of Finance drawing representation from both the public and private sectors and is made
up of the following Committees:
1.1 Audit and Risk Committee
The Audit and Risk Committee provides independent
assurance and advice to the Board in order to promote
good governance in the Authority through effective
implementation of risk management and internal controls.
The Committee also ensures the integrity of financial
statements and compliance with relevant regulatory
requirements.

1.4 Modernisation and Corporate Strategy Committee
The Committee oversees the formulation of the
Authority’s corporate strategy and ensures its
implementation. It also provides guidance on the modernisation agenda of the Authority.
2. The Office of the Commissioner General
The Commissioner General is the Chief Executive Officer and
is responsible for the day to day running of the Authority.
The governance structure of ZRA as at 31st December
2018 is depicted in Figure 1.

1.2 Finance Committee
The Finance Committee reviews and approves the Authority’s financial policies and guidelines to ensure proper
accountability of operational funding, banking arrangements for revenues and safeguarding of ZRA’s assets.
1.3 Legal, Staff and Disciplinary Committee
The Committee provides guidance on all legal issues
and human resource related matters that are referred to
it by management, including the recruitment of senior
management staff.
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Taxpayer Charter
During the year under review, ZRA continued monitoring the
taxpayer service charter in order to ensure continuous improvement in service delivery. The Taxpayer Charter prescribes the
minimum standards of service that clients should expect from
ZRA as it performs its mandate. The service standards outlined
in the Charter can broadly be divided into two categories:
a) Standards related to taxpayer advisory services and processing
efficiency; and
b) Standards related to the processing of tax refunds.

the stipulated standards. In comparison with 2017, the performance
in 2018 with respect to customs refunds was unfavourable as
the average processing time increased from 46.5 days in 2017
to 64.4 days in 2018 while VAT refunds averaged 216.6 days
from 210.3 days in 2017. The delay in processing VAT refunds
was mainly due to administrative and staffing challenges coupled
with a high risk of fraud which entails a high volume of cases
which need to be subjected to audit. The underperformance of
the customs refund on the other hand was in part due to system
challenges which affected the processing efficiency (see Figure 2).

In 2018, the performance of the Charter with respect
to customs, income tax and VAT refunds were above

The taxpayer charter monitoring survey revealed that taxpayers
were generally satisfied with the performance of the ZRA with
respect to how the Authority dealt with acknowledgements and
responses to comments and complaints. All sampled cases
indicated that the acknowledgements as well as feedback to
comments and complaints were provided within the Charter
standards. The survey further revealed that 92 percent of the
taxpayers were satisfied with the Authority’s performance with
regard to its confidentiality and privacy policy.

dissemination, 82 percent of the clients revealed that the tax
information they received from ZRA was adequate. Notably, ZRA
increased its taxpayer education activities through workshops,
road-shows and radio presentations. However, standards relating
to processing efficiency of tax registrations and time taken to
be served performed adversely relative to 2017 (see Figure 3).

With regard to the processing of tax clearance certificate applications, an average of one day was recorded which was within the
set standard of two days. Due to the initiatives the Authority has
embarked on in order to widen options of taxpayer information

19.
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Figure 3: Effectiveness of Taxpayer Registration and Advisory Services in 2018 and 2017
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PRIORITIES FOR THE YEAR

21.

ANNUAL REPORT 2018

Priorities for the Year
Our priorities for the year were aimed at enhancing tax
compliance and expanding the tax net in line with the revised
corporate strategic plan for the period 2016 to 2018. The Authority
took “a taxpayer first approach” by improving service accessibility through the establishment of additional service centres
and technology platforms. The Authority further continued to
develop and encourage the use of e-services in an effort to reduce
the cost of compliance. To this effect, the development and
stabilisation of e-services was accelerated resulting in a number
of tax payments being made through e-payment platforms.
We also prioritised process efficiency by leveraging
technology to enhance service delivery. This in turn promoted
compliance and simplified business processes, especially in
the following areas; investigations, tax audits, anti-smuggling
operations, and human resource development. Notably, a large
number of goods were seized and forfeited to the state as a
result of improvements in anti-smuggling operations. These
initiatives, enabled the Authority to collect more tax revenue than
the projected target for the year. The increase in revenue collection was also attributed to the implementation of the strategic
objectives and improvement in voluntary compliance. In addition,
deliberate initiatives were taken to engage the media and other
key stakeholders to improve public awareness, operational
efficiency and employee professionalism.

Widening the Tax Net
Increasing tax collection from the Mining Sector
Following the successful piloting of the export permit module
under the Mineral Output Statistical Evaluation System (MOSES)
in 2017, the full roll-out of the module for exports of copper,
cobalt and precious metals was effected in March 2018.
The automation of the mineral export permit module has resulted
in reduced processing time for the export permit to an average of
two days in 2018 compared to an average of three days in 2017.
Further, the automation of this process has eliminated the costs
associated with the manual process which required applicants
to physically visit the geological survey department in Lusaka.
Although not yet fully rolled out, the implementation of MOSES
has so far yielded the following notable benefits;
a) improved timeliness in receiving reports from the mines;
b) reduced cost of compliance for the reporting mines;
c) uniformity in the structure of reports which is benefiting
all stakeholders;
d) easy verification of figures as reports from the mines
can easily be linked with other data platforms such as
ASYCUDAWorld;
e) improved compliance due to complete tracking of the
mineral value chain; and
f) improved generation of mineral statistics.
Going forward, online payments will be introduced to achieve
further simplifications.
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Taxation of Small and Medium Taxpayers
In 2018, the Authority continued with its initiatives aimed at
increasing compliance in the informal sector. In this regard
the German government supported ZRA in training auditors in
techniques suitable for auditing small and medium businesses
which are characterised by poor record keeping and high volumes
of cash based transactions.
In a continued bid to ease the compliance burden
on taxpayers, the Authority made progress on the
development of its mobile based platform for e-services called
the Zambia Mobile Electronic Taxation (ZAMeT) Project. The
registration module was fully developed and ready for piloting.
Once fully implemented, ZAMeT will enable taxpayers to access
services such as registration, filing and payment of taxes on a
mobile phone or other similar devices without using the internet.

Enhancing revenue collection using the Block Management System
In 2018, the Authority continued to use the Block
Management System (BMS) as a strategy to enhance compliance amongst small and medium taxpayers. The BMS activities
from the single block managed in Lusaka contributed revenues
of K1.3 million while the four blocks on the Copperbelt raised
assessments amounting to K6.3 million.
It is worth noting that whereas the BMS activities on the Copperbelt were conducted throughout the year, and yet the Lusaka
BMS activities only began full operations in August 2018.
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In 2018, total registrations increased to 1,492 from 494 in 2017.
Significant registrations were recorded under withholding tax,
PAYE, income tax and turnover tax (see Table 1).

Activities of ZRA Tax Agents
During the year, the Authority appointed the Zambia National Marketeers
Credit Association (ZANAMACA) as agents for the collection of base
tax while Sherwood Greene Properties Limited were appointed for the
collection of withholding tax on rental income. The
appointment of these tax agents is aimed at increasing compliance among informal taxpayers.
Despite the late roll out of activities, ZANAMACA registered 2,679
taxpayers for base tax whereas Sherwood Greene surveyed
14,999 properties which resulted in a total of 1,324 taxpayers
being registered for withholding tax on rental income.

Mobile Compliance Enforcement Activities
During the year, mobile compliance enforcement activities focused
on curbing smuggling through risk based, random patrols and
enforcement operations driven by intelligence. The enforcement
operations conducted resulted in 6,241 interceptions with a value
of K2, 086.7 million out of which 1,928 interceptions, with a value
of K197.1 million were recommended for further investigation.

Electronic Fiscal Devices
During the year, the Authority introduced the Tax Invoice Management System (TIMS) which makes it mandatory for every taxpayer
registered for insurance premium levy, tourism levy and VAT to
install and use Electronic Fiscal Devices (EFDs) as provided for
in the VAT Act, Cap 331 of the Laws of Zambia. The EFDs are
meant to replace the use of manual cash registers for business
transactions for registered taxpayers. Once fully implemented,
EFDs will enable real time transmission of transaction data to
the ZRA system for compliance monitoring purposes.
The implementation of EFDs was launched on
a pilot basis in 2018 under which 2,194 taxpayers were
trained on how to use the devices in Phase I. Further,
engagements were held with major retailers, POS vendors and
other taxpayers who needed to interface directly with TIMS.

Following the training, the 2,000 EFDs procured by ZRA were
distributed to trained taxpayers for their use. In addition, 20
Electronic Signature Devices (ESDs) were also distributed to
taxpayers intending to interface with the TIMS by way of ESDs
for test purposes.
In December 2018, the project lifespan was extended to 2019
under Phase II. The scope under this phase includes the roll-out
of Sales Tax on TIMS and distribution of 2,000 EFDs and 3,000
ESDs whose procurement was scheduled for 2019.

Improving operational efficiency
In 2018, several projects were undertaken aimed at improving
the operational efficiency of the Authority:
Physical Infrastructure Development
1. Housing Projects:
The following housing projects were undertaken:
• The construction of ZRA staff houses at Chinsali, 		
Kasama and Katima Mulilo; and
• Replacement of the roof at the Kenneth Kaunda
International Airport (KKIA) Flats.
2. Office Building Projects:
Remodelling of Customer Service Centre at East Park and
Cosmopolitan Shopping malls;
• Construction of office block at Chinsali which was
on-going;
• Rehabilitation of the Musonko House in Chingola;
• Rehabilitation of the Border Post in Kashiba up to
90 percent completion;
• Installation of elevators at Mpendwa House in Ndola;
• Renovation and extension of the Zombe station;
• Rehabilitation of Nchanga House in Kitwe;
• Refurbishment and remodelling of the 3rd, 9th and 10th
floors of the Revenue House in Lusaka; and
• Remodelling of the 8th Floor of Revenue House up to
90 percent completion.

23.
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3. General Infrastructure Projects:

4. Office Furniture & Equipment

• Construction of customs check point at the Nakonde
One Stop Border Post up to 95 percent completion;
• Construction of customs check point at KKIA; and
• Painting of the external façade of the Revenue House
in Lusaka.

The Authority procured assorted office furniture and non-ICT
equipment for its various offices countrywide at a total cost of
K5.5 million.

5. Transport
In 2018, the Authority procured a total of 30 brand new motor
vehicles for its operations at a total cost of K13.8 million.

Enforcement and Compliance Actions
Customs Services Division
a) Scanner Operations at Border Ports
The use of non-intrusive inspection equipment commonly
known as scanners is intended to complement
enforcement activities in the clearance of goods. This also
reduces the processing time and increases compliance among
importers and exporters.

In the year under review, 73,921 trucks were scanned from a
total of 364,944 trucks representing 20.3 percent of the total
number of trucks recorded at the stations presented in Table
2. A total of 55 trucks were found with discrepancies out of the
total scanned trucks. The scanner operations generated total
revenue of K955, 931.8 in 2018.

b) Border Enforcement
Enforcement and compliance activities are undertaken at various ports on a risk based approach through
inspections, road blocks and follow-ups on intelligence.

24.

A comparison in the value of goods detained and seized at various
stations in 2018, shows that there was an overall increase of 8.0
percent compared to 2017 (see Table 3).
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A total of K21.4 million was collected from enforcement activities as indicated in table 4.

Investigations

a) Mobile Compliance Unit
During the year, the Mobile Compliance Unit’s main activities
focused on curbing smuggling through risk based, random
patrols and enforcement operations driven by intelligence. The
enforcement operations conducted resulted in 6,241 interceptions with a value of K2, 086.7 million out of which 1, 928
interceptions, with a value of K197.1 million were referred for
further investigation.
The total interceptions of 6, 241 in 2018 exceeded the targeted
3, 000 interceptions by 108 percent and raised assessments
totalling K49.3 million. The total revenue collected from these
interceptions was K46.0 million compared to K35.96 million
collected in 2017.

Out of the 597 cases considered in 2018, 354 cases related to
customs and excise, while 243 cases were related to domestic
taxes. This represents an increase of 46 percent for customs
related cases and an increase of 34 percent for domestic taxes
related cases from the 243 and 182 cases handled in 2017
respectively (see Table 5)
In addition, the forensic audits that were commissioned for
five mines were at pre-final stage at the close of the year. With
regard to import and export audits, these were referred to the
Tax Appeals Office following an objection from the concerned
taxpayers, except one which was being finalised.

In order to enhance enforcement activities, an inspectorate was
created in the Domestic Taxes Division to operate on similar lines
as the Mobile Compliance Unit. Effective 1st January 2019, the
two units will be merged to form the Inspectorate and Customs
Enforcement unit. The focus of this unit will be to mitigate revenue
leakages orchestrated through various forms of tax evasion.

b) Investigations Unit
During the year, the Investigations Unit handled a total of 597
cases, out of which 331 were brought forward from 2017. A total
of 151 cases were concluded during the year while 446 were
carried forward to 2019.

Domestic Taxes Division
In 2018, the Domestic Taxes Division’s strategy was to identify
and prioritise its audits by analysing risk parameters on TaxOnline
and sampling from taxpayers in high risk economic sectors. The
Division also made use of third-party data and other intelligence
information in its audits.

a) Tax Audits
During the year, a total of 6,833 audits were conducted and this
resulted in tax assessments of K10, 577.1 million. As depicted in
Figure 4, comprehensive audits accounted for K7, 360.1 million
of the audit assessments whereas issue-based audits accounted
for K3, 217.0 million.
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In terms of tax types, comprehensive VAT and excise audits
accounted for 42 percent of the total tax assessments
whereas VAT control audits, income tax and withholding
taxes accounted for 36 percent, 8 percent and 5 percent
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of the total tax assessments respectively. Other tax types
accounted for 9 percent of the audit assessments (see
Figure 5).
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b) Block Management System (BMS)

c) Taxpayer education activities

The Block Management System (BMS) was adopted as a compliance enhancing measure for small and medium taxpayers in
Lusaka and the Copperbelt provinces. On the Copperbelt, four
blocks were managed by the Ndola office, namely, the Ndola
central business district, Ndola industrial area, Luanshya town
centre and Mufulira town centre. In Lusaka, the focus was on
the central business district. The specific objectives of the
BMS are to initiate appropriate taxpayer registrations, enforce
tax compliance and conduct taxpayer education in the block.

In order to increase tax awareness, the Authority, in 2018, signed a
Memorandum of Understanding with the Zambia National Broadcasting Corporation (ZNBC) as the main platform for disseminating
tax information on radio and television. Other platforms used
during the year to disseminate tax information included stakeholder
engagements, road shows and social media. Topics
covered in the awareness campaigns included tax
legislation changes, compliance, standardised motor vehicle valuation,
e-services, Electronic Fiscal Devices and anti-smuggling initiatives. The
Commissioner General also held a number of press briefings to keep our
stakeholders, taxpayers and the general public updated on
various changes and on the performance of the Authority.

In the course of the year, the Ndola office managed a total of
1, 281 taxpayers across its blocks whereas the Lusaka block
managed 1, 951 taxpayers. The intensified monitoring of the
blocks resulted in increased return filing compliance rates in
the blocks for turnover tax, income tax, employment tax and
withholding tax on rental income at 76 percent, 85 percent, 82
percent and 74 percent respectively.

Business Development
Enterprise Risk Management and Business Continuity
Planning
Enterprise Risk Management (ERM) was one of the focus
areas for the Authority during the year. The Authority used risk
management in the formulation of the new Corporate Strategic
Plan (CSP) for the period 2019 to 2021 and to identify current
and potential operational risks.
A s p a r t o f m a n a g e m e n t ’s c o m m i t m e n t t o t h e
institutionalisation of the risk management, an enhanced ERM
policy and framework was developed and approved by the Board.
Under the new policy, Risk Management Committees (RMCs)
were established for customs services, domestic taxes, finance,
support services, and at corporate level.
The Authority also updated the Information and
Communications Technology disaster recovery procedures which
included upgrades of infrastructure and equipment. In addition,
business continuity plan procedure manuals for customs services
and domestic taxes were developed. Further testing of critical
systems were undertaken to ensure that the Authority’s business
continuity agenda was assured.

Enhancements on TaxOnline and uptake of e-services
During the year, the major developments under TaxOnline were:
• the automation of the approval process for resident
individual TPIN registration which considerably reduced
the processing time;
• implementation of Issue Audit Module;
• the migration of TaxOnline database to more stable
engineered system platforms leading to increased system
availability;
• the automation of the withholding VAT mechanism; and
• the development of ZRA–NAPSA Interface Comparison
report which compares registrations, return data and
declarations between TaxOnline and the NAPSA System
was finalised.
With regard to uptake of e-services, a total of 1, 363, 086 returns
were filed electronically while 39, 820 returns were filed manually.
Portal sign-ups increased to 52, 221 in 2018 from 47, 827 in
2017. There was a massive increase in e-registration applications received in 2018 with a total of 521,720 applications being
processed electronically compared to 248, 979 in 2017.

The monitoring of Key Risk Indicators (KRIs) formed part of the
broader risk agenda. A total of 87 KRIs were monitored out of
which 17 were at corporate level and the rest were at divisional
and departmental levels.
As at the end of the year, seven major risks were on the risk
watch-list namely: low taxpayer compliance; internal ICT systems
instability; high prevalence of a cash economy; misclassification
and under-declaration of goods; TaxOnline sustainability risk;
EFD sustainability risk; and economic shocks.
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ASYCUDAWorld System Upgrade
In 2018, several developments were undertaken on the ASYCUDAWorld. These included the following;
.
• Customs Valuation Referencing Database: This database
is intended to provide a basis for cross-referencing customs
declarations and was activated for five products in 2018 with
additional products expected to be added to the database.
• Implementation of Customs Self-Assessment (CSA): This was
piloted at Kenneth Kaunda International Airport and enables clients
to self-assess and make payments in real time. The system has
improved clearance time for businesses. Further, the CSA has
an automated penalty regime for delayed payments resulting
in improved compliance by taxpayers.
• Single Window Project: This project is intended to provide a
platform for trade facilitation. In order to improve processing time,
the electronic Voucher of Exemptions on ASYCUDAWorld was
activated for the Ministry of Finance as the approving Ministry,
the Ministry of Works and Supply and the Ministry of Health.
This improved the processing time for imports for the ministries
of health and works and supply to five days from an average of
70 days. Seven other Government ministries were earmarked
for activation in 2019.
• Interfaces:
• The development of ZRA-IFMIS revenue module interface,
reached an advanced stage and was earmarked for full rollout
in 2019.
• The development of the one-stop border post between Zambia
and Malawi at Mwami-Mchinji border commenced in 2018 and
is expected to be implemented in 2019.
SMS-Notification System
ZRA managed to implement the SMS alert solution on its operating
systems, such as ASYCUDAWorld and TaxOnline. This solution
also has a bulk SMS facility which enables communication with
clients in bulk, including transactional alerts.
E-Payment
As at end of the year, 17 commercial banks were connected to

28.

both ASYCUDAWorld and TaxOnline. These are Access Bank,
Atlas Mara, Barclays Bank, Bank of China, Cavmont Bank, Citi
Bank, EcoBank, First Alliance Bank, First National Bank, First
Capital Bank, Indo-Zambia Bank, Investrust Bank, Stanbic Bank,
Standard Chartered Bank, United Bank for Africa, Zambia National
Commercial Bank and Zambia Industrial Commercial Bank.
Further, eight of these banks extended the e-payment platform to
walk-in clients who are non-account holders. These are, Access
Bank, Barclays Bank, Cavmont Bank, Eco Bank, Atlas Mara,
United Bank for Africa, Zambia Industrial Commercial Bank and
the Zambia National Commercial Bank.
Similarly, ZAMTEL and MTN Mobile Money launched the USSD
mobile tax payment solution. This mode of payment enables
taxpayers to make a payment without the use of internet. These
developments are complementing the Authority’s effort of enabling
taxpayers to have access to more convenient payment platforms
from any part of the country.
Modernisation of Trade Logistics
In order to improve trade facilitation, the Authority continued with
its modernisation of trade logistics. In this regard, the following
key activities were undertaken:
• the installation of a non-intrusive scanner at Nakonde Port
in January 2018;
• the adoption of good international practices regarding
the management of Authorised Economic Operators (AEOs);
• the broadening of AEO accreditation to include customs
brokers and engagement of other border management agencies
to optimize the benefits to AEOs;
• conducted a Rules of Origin workshop in May 2018 under World
Customs Organisation in Lusaka which covered key concepts
for proper origin determination and establishment of
efficient origin management;
• the piloting of the Customs Self-Assessment (CSA) system at
Kenneth Kaunda International Airport;
• the implementation of the Customs Valuation Referencing
Database on ASYCUDAWorld in June 2018; and
• the admission of ZRA as a beneficiary of the tailor-made track
of the Mercator Program which supports World Customs 		
Organisation members successfully implement the provisions
of the World Trade Organisation Agreement on Trade 		
Facilitation.
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Stakeholder Relations
Cooperating Partner Relations
In recognition of the value of collaboration, the Authority endeavoured to maintain cordial relations with its key stakeholders.
The Public Financial Management Reform Programme (PFMRP)
The first phase of the multi-donor support under the PFMRP
administered by the World Bank came to a close at the end of
2018. The major support under this program, whose focus was
enhancing compliance and broadening the tax base, was to the
mineral value chain project. During the year, focus was on extending
the MOSES production reporting to small scale miners in addition
to the 12 large scale mining companies. This development has
now enabled ZRA to access production volumes in electronic
form that can be used to verify export volumes. Further, support
was provided to the development of the Balance of Payments
interface with the Bank of Zambia.
US Treasury - Office of Technical Assistance (OTA)
During the year, the US Treasury provided technical assistance
to ZRA-staff in transfer pricing. This was done through three
technical assistance missions that delivered in-house training
to auditors in the transfer pricing unit.
Deutsche Gesellschaft fur International Zusammenarbeit (GIZ)
During the year, GIZ supported the Authority in the refurbishment and installation of the Queue Management System at the
Ndola taxpayer service centre. This development has created
a more efficient system at the front office. Additional support
was provided through refurbishment of the advice centres at
Lusaka and Kitwe.
GIZ also supported the Authority in the development of a mobile
taxation platform through the Zambia Mobile E-Taxation Project
(ZAMeT) which will enable taxpayers to have access to ZRA
services on the mobile phone or similar device without the use of
internet. Further, an agreement was signed with GIZ to support
the implementation of the Bulk Intelligence Data Analysis, Mobile
Offices and data cleaning projects.

Other Local Partners
In conducting its work under various projects, ZRA continued to
collaborate with various governmental and non-governmental
institutions. These included the Ministry of Finance, Ministry of
Mines and Mineral Development, other Government Ministries
and Departments, the Bank of Zambia, Radiation Protection
Authority, Zambia Public Procurement Authority, Zambia Metrology
Agency, Zambia Compulsory Standards Agency, Zambia Bureau
of Standards (ZABS), the Central Statistical Office (CSO), Zambia
Development Agency (ZDA), the Anti-Corruption Commission
(ACC), the Financial Intelligence Centre (FIC), the Drug Enforcement Commission (DEC), the Road Development Agency (RDA),
the Road Traffic and Safety Agency (RTSA), the Patents and
Companies Registration Agency (PACRA), the Zambia Police
Service,commercial banks, civil society groups and the church.
The Office of the Auditor General and Parliament also engaged
with ZRA through their oversight roles.

Corporate Social Responsibility
During the year, our Corporate Social Responsibility activities
were anchored on uplifting the lives of vulnerable people in our
society and communities. The major activities that were carried
out included the proactive contribution of five motor vehicles
to help with the fight against cholera which broke out in 2018.
The Authority also made donations worth K734,842 to Chainda
Orphanage, Maramba Old people’s Home, Lubasi Orphanage,
Lushomo Orphanage, Choongo Orphanage, Chirundu District
Social Welfare office, Mtendere Mission Hospital and Mudzi
Wamoya Orphanage. Further, a number of vehicles that were seized
and forfeited to the state were donated to various government
institutions and charitable organisations. Other CSR activities
were targeted at enhancing taxpayer education. In this regard,
the Authority committed to supporting Real Nakonde Football
Club based in Nakonde district which is one of the country’s
busiest border. The support to the team was rendered through
the procurement of ZRA branded football jerseys.

Royal Norwegian Government
The support from the Royal Norwegian government to the
Authority focused on the Mineral Value Chain Monitoring Project
(MVCMP). With this support, the Mineral Data Analysis Centre
(MIDAC) was operationalized in 2018 and this has enabled the
analysis of mineral production data submitted through MOSES.
The Norwegian government also supported the procurement,
supply, installation and training for the Laboratory Information
Management System which has since been fully rolled out. The
support to the MVCMP came to an end in 2018.
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TRENDS IN DOMESTIC AND GLOBAL
ECONOMIC INDICATORS
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Trends In Domestic And Global Economic Indicators
The performance of the domestic and global economic
variables such as GDP, inflation, exchange rate, interest rates
and commodity prices play a critical role in the performance of
tax revenue. Movements in these variables have an influence
not only on revenue performance but also on the formulation of
tax revenue projections.

manufacturing and construction sectors as well as the stable
supply of electricity aided the growth momentum in 2018.
This growth was mainly restrained by a decline in the metal
prices on the international market and instability in domestic
macroeconomic factors such as inflation and the Kwacha
exchange rate against major trading currencies.

The Global Economy in 2018

The main drivers of economic growth in 2018 were wholesale and
retail trade; construction; mining and quarrying; manufacturing;
and education which accounted for 21.4 percent, 10.8 percent,
10.7 percent, 8.1 percent, and 7.8 percent of the real GDP,
respectively. These were followed by the Agriculture, forestry
and fishing; and public and defence whose individual share in
GDP were also above 5 percent. The contribution of each one of
the 12 remaining sectors was below 5 percent and collectively
summed up to 24.6 percent of real GDP (see Table 7).

The global economy grew by 3.6 percent in 2018 compared to
3.8 percent in 2017. The decline in the global economic growth
was attributed to the escalation of US-China trade tensions,
macroeconomic stress in Argentina and Turkey, disruptions
to the automobile sector in Germany, tighter credit policies in
China, and financial tightening alongside the normalisation of the
monetary policy in the larger advanced economies, especially
in the second half of 2018.
The Domestic Economy in 2018
In 2018, the domestic economy recorded a real Gross Domestic
Product (GDP) growth of 3.7 percent compared to 3.5 percent
recorded in 2017. The buoyant performance in mining,

Table 7: Growth and Share of Real GDP in 2018 and 2017
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Most of the economic sectors posted lower growth in 2018
relative to 2017. Notable among these were agriculture, forestry
and fishing; electricity generation and supply; construction;
transport and storage; and the accommodation and food
services activities.

The rise in inflation from the onset of the year was influenced by
the increase in prices of both food and non-food items. In the
early part of the third quarter, the depreciation of the kwacha
against other tradable currencies and the pass through effect
of the hike of domestic fuel price adversely impacted inflation.

On the other hand, the mining and quarrying; water supply;
sewerage, waste management; wholesale and retail trade;
information and communication; financial and insurance services;
and arts, entertainment and recreation accelerated by 0.3
percentage points, 8.8 percentage points, 2.6 percentage points,
53.3 percentage points and 16.2 percentage points respectively.

Interest Rates

Inflation

Commercial banks’ lending rates edged downwards to an
average of 23.9 percent in 2018 from 26.9 percent in 2017. This
was in response to the reduction in the Bank of Zambia policy
rate to an average of 9.8 percent in 2018 from an average of
12.6 percent in 2017 (see Figure 6).

Inflation was relatively stable and within the target range of 6-8
percent for most of the year, recording an average of 7.5 percent
in 2018 which was 0.9 percentage points higher than the 6.6
percent posted in 2017. The minimum annual inflation rate of
6.1 percent was recorded in February 2018, while the maximum
annual inflation rate of 8.3 percent was posted in October 2018
(see Figure 6).

Figure 6: Inflation and Interest Rates in 2018

Source: Bank of Zambia
Exchange Rates
The performance of the Kwacha against US dollar was relatively
weak but stable in the first quarter of 2018 until April. The year’s
highest average exchange rate of K11.9 per US Dollar was
posted in October and December 2018. The depreciation of
the Kwacha in the second quarter, among other factors, was on
account of higher than projected external debt service payments
and stronger US dollar following the hike of the United States
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of America Federal Reserve Fund rate. The Kwacha traded at
an average of K10.50 per US Dollar in 2018 from an average of
K9.53 per US Dollar in 2017 (see Figure 7).
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Figure 7: Exchange Rate Movement in 2018

Commodity Prices
In 2018, the price of copper on the London Metal Exchange
(LME) averaged US$6, 519.3 per metric tonne, and was 5.8
percent above the average price of US$6, 161.9 per metric tonne
recorded in 2017. The average outturn in the price of cobalt
on LME increased by 30.1 percent to US$72, 226.4 per metric
tonne in 2018 from an average of US$55, 495.7 per metric tonne
recorded in 2017. Given that these are Zambia’s major export
commodities, the increase in their prices on the international
market improved the overall trade balance.

Notwithstanding, the price of crude oil, Zambia’s major import
commodity, registered an unfavourable outturn in the commodity
markets during 2018. The price of crude oil increased by 28.9
percent to an average of US$68.7 per barrel in 2018 from an
average of US $53.3 per barrel recorded in 2017, a movement
which exerted pressure on the country’s balance of payments
(see Table 8).
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Figure 8 depicts the monthly series of metal prices during 2018. It was observed that the price of copper tended to steadily fall
during the year while that of cobalt increased for the first five months, then declined afterwards.

Figure 8: Price of Copper and Cobalt in 2018 (Average monthly prices)

The price of crude oil exhibited an upward trend until October 2018, opening the year at US$65.5 per barrel and closed at US$55.9
per barrel (see figure 9).

Figure 9: Average monthly price of Crude Oil in 2018
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Tax Policy Support
Tax Policy Review Committee
The Authority is mandated to provide advice on tax policy to
Government. It is therefore an active participant in the tax policy
formulation process through provision of tax policy advice to
the Minister of Finance and participation in the work of the Tax
Policy Review Committee. In 2018, the Authority proposed a
number of tax policy and administrative measures aimed at
enhancing domestic resource mobilisation and simplifying tax
administration. A number of these proposals were adopted in
the 2019 National Budget. Furthermore, the Authority participated in the drafting of the 2019 National Budget Address; the
preparation of the 2019 tax revenue estimates; and the drafting
of tax legislation.
Provision of Revenue Data and Information
One of the main responsibilities of the Authority is to provide
revenue and trade statistics to Government. This is in recognition
of Authority’s’ position as a primary producer of such statistics.
The provision of these statistics is important as it informs policy
formulation and decision making.
Government’s desire for quality statistics has been
underpinned through the enactment of the Statistics Act No. 13 of
2018. The Act among other things provides for mechanisms for
coordination, collection, management and dissemination of
statistics; the production and compilation of official statistics
in a transparent and impartial manner; and the building of
sustainable capacity for the production and use of statistical data
and information for planning purposes and ensuring coordination
among statistical agencies.

In addition, a number of Statutory Instruments were issued by
the Minister of Finance to give effect to other revenue measures
contained in the budget.
In line with its objective of enhancing taxpayer education, the
Authority published and distributed Budget Highlights pamphlets
explaining the tax changes announced in the Budget Address.
The pamphlets were distributed to the public at all post-budget
engagements as well as to walk-in clients at all our taxpayer
service centres. Furthermore, the Budget Address, the Budget
Highlights and the amended Acts were all posted on the ZRA
Website in order to ease access to the Budget information
for members of the public. The Authority also participated in
post-budget discussions organised by various interest groups
and business organisations across the country.
Ministerial and Parliamentary Services
During the year, the Authority continued to engage with
Government ministries, Parliament, quasi-government
institutions and agencies, and other stakeholders. The interactions
were in various forms such as cooperation in the enforcement
of relevant legislative and administrative provisions; exchange
of intelligence; provision of revenue and trade statistics;
provision of responses to Parliamentary questions and other
general information requests; and preparation of Parliamentary
briefs on matters of interest to the House.

During the year, revenue and trade statistics were provided
to the Ministry of Finance, the National Assembly, the Central
Statistical Office, the Ministry of Commerce, Trade and Industry, the
Bank of Zambia, cooperating partners, universities, researchers,
students, and other public and private stakeholders.
In addition, the Authority held quarterly revenue media briefings
at which tax revenue performance and other statistics were
disseminated to members of the public.
Budget Legislation
During the year, Parliament passed various pieces of legislation to support the revenue measures announced in national
budget for the fiscal year 1st January 2019 to 31st December
2019 that was presented to the House in September 2018.
Among the pieces of legislation passed were the Customs and
Excise (Amendment) Act; the Income Tax (Amendment) Act; the
Insurance Premium Levy (Amendment) Act; the Value Added
Tax (Amendment) Act; and the Mines and Minerals Development
(Amendment) Act. The tax policy measures contained in the
Amendment Acts took effect on 1st January 2019.

35.

ANNUAL REPORT 2018

Review of Revenue Performance
Structure of the revenue system in 2018
In 2018, income taxes accounted for the largest share of tax
revenue with a contribution of 50.2 percent, followed by VAT
at 36.1 percent and then excise taxes at 7.1 percent. Customs

and export duties together accounted for 6.6 percent of tax
revenue collections compared to 7.6 percent contribution in
2017 (see Figure 10).

Figure 10: Proportion of Tax Types to Total Revenue 2014 - 2018

In the income tax category, PAYE contributed the largest share at
43.2 percent, followed by company income tax at 24.7 percent and
then mineral royalty at 16.3 percent. Withholding tax accounted
for 15.7 percent of income tax collections.
With respect to VAT, domestic VAT made up 37.4 percent of net
VAT collected in 2018 while import VAT contributed 62.6 percent.
Further, collections from customs duties accounted for 99.7
percent of the total customs and export duties.
Tax Revenue Performance in 2018
During the year, the Authority collected K57, 829.0 million in
gross taxes while the refunds stood at K9, 369.6 million. The
net tax take stood at K48, 459.4 million against a target of K44,
667.5 million thereby registering a surplus of K3, 791.9 million
or 8.5 percent above target. This performance was largely as
a result of favourable outturn in in all the three broad revenue
categories; direct taxes, local indirect taxes and trade taxes.
With respect to domestic taxes, direct taxes as a group were
above target by K272.4 million or 1.1 percent, while indirect taxes
were K1, 549.9 million or 21.2 percent above their respective
targets of K24, 053.3 million and K7, 326.4 million. The negative
performance of company tax and withholding tax which recorded
deficits of K142.5 million and K253.9 million, respectively,
dampened the performance of direct taxes. On the other hand,
all indirect taxes performed above their respect targets with the
exception of local excise duties and rural electrification levy.

36.

Further, trade based taxes were K1, 969.6 million or 14.8 percent
above the target of K13, 287.8 million. The positive performance of
import VAT, import fuel levy and motor vehicle fees with surpluses
of K2, 545.4 million, K64.4 million and K16.1 million, respectively,
sustained the favourable performance of trade taxes. On the
down side, customs duty, export duties, import excise duty and
carbon tax were below their targets by 4.8 percent, 83.4 percent,
39.7 percent and 40.1 percent, respectively (see Table 9 ).
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The performance of the individual tax types is discussed below.
Income Taxes
The performance of income taxes as a group was favourable,
recording an outturn which was 8.2 percent above target in 2018.

This was as a result of higher than programmed collections under
mineral royalty, PAYE and insurance premium. When compared to
2017, income tax collections in 2018 increased by 28.2 percent.

Figure 11: Trend in Income Taxes 2014 - 2018 (K’Millions)
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Value Added Tax
During the year, K17, 351.6 million was collected in net VAT
(domestic and import VAT) against a target of K12, 369.5 million
and was K4, 982.2 million or 40.3 percent above target. Despite
this positive performance, it is worth noting that there was an
increase in the stock of unpaid refund claims, mainly due to high
risk of fraud which led to an increase in the number of claims
requiring credibility audits before payment. The withholding VAT

mechanism and increased enforcement activities continued to
buoy collections of domestic VAT. Import VAT performance was
due to the increase in the taxable base and the pass-through
effects of the depreciation of the Kwacha against the US Dollar
during the second half of the year.
Furthermore, it should be noted that overall, net VAT collections
in 2018 were above the collections recorded in 2017 by 24.9
percent (see Figure12).

Figure 12: Trend in VAT 2014 - 2018 (K’ Million)

Excise Duties
During 2018, both local and import excise duty were below
their targets by 40.0 percent and 39.7 percent respectively. The
unfavourable performance of local excise duty was mainly due
to the delay in the implementation of the digital tax stamps and

telecommunication traffic monitoring systems meant to increase
compliance. Revenue leakages in the procurement of petroleum
fuels by Government also contributed to the poor performance
of excise duty. In comparison to 2017, excise duty collections
in 2018 increased by 8.2 percent.

Figure 13: Trend in Excise Taxes Collections, 2014 - 2018 (K’ Million)
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Customs and Export Duties
Customs and export duties together recorded K3, 152.5 million in
total collections against a combined target of K3, 353.9 million,
thus posting a deficit of K201.4 million. The collections under
customs duty were eroded by, among others, the concessions

under the trade protocols and the lower than projected growth
in the taxable base. Despite this performance, the collections
of these taxes were higher in 2018 than in 2017 as depicted in
Figure 14.

Figure 14: Customs and Export Duty Collections, 2014 - 2018 (K’ Million)

Performance of Mining Sector Taxes
In 2018, mining tax revenue as a percentage of total tax revenue
increased to 13.1 percent from 9.0 percent in 2017. Mineral royalty
accounted for the largest share of the total mining tax revenue
with a contribution of 62.9 percent, followed by company

tax at 37.4 percent and then export duty on mineral ores and
concentrates at 0.1 percent. As a percentage of GDP, mining
tax revenues increased to 2.3 percent in 2018 from 1.5 percent
recorded in 2017 (see Figure 15).

Figure 15: Tax Revenues from the Mining Sector, 2014 to 2018 (K’ Millions)

39.

ANNUAL REPORT 2018

Contribution of Tax Types to GDP
The ratio of total tax revenue to GDP was recorded at 17.2 percent
in 2018 which was 0.6 percentage points above the 16.6 percent
posted in 2017. The increase in the tax to GDP ratio was mainly
due to the continued gains in revenue as a result of increased
compliance enforcement activities by the Authority.

In comparison to 2017, the ratio of the broad tax categories
to GDP in 2018 was mixed. In particular, the ratio for income
taxes increased to 8.6 percent in 2018 from 8.0 percent in 2017.
On the other hand, the ratio for domestic goods and services
decreased to 3.6 percent in 2018 from 3.7 percent in 2017, while
trade taxes increased to 5.0 percent in 2018 from 4.8 percent
in 2017. This is shown in Table 10.

Table 10: Total Revenue as Share of GDP IN 2018 and 2017

Tax Revenue as % of GDP

The trend of tax revenue to GDP ratios over the last 24 years is depicted in Figure 16. Over this period, the tax revenue to GDP
ratio has averaged at 15.6 percent.

Figure 16: Trend in Tax Revenue to GDP ratio 1995 - 2018
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Trend in Collection of individual Tax Types and Total Revenue
The ratio of each tax type to GDP between 1995 and 2018 is
shown in figures 17 to 23. Overall, income taxes as a proportion
of GDP have displayed an upward trend since 1995 peaking
between 2011 and 2012. Despite the sharp decline between

2012 and 2015, the ratio has steadily increased. In contrast,
the ratios of consumption taxes and import tariffs to GDP have
steadily declined in the last five years.
Figure 24 shows the growth trend in total tax revenue over the
period 1995 to 2018.

Figure 17: Company Income Tax as Percentage of GDP, 1995 - 2018

Figure 18: Pay As You Earn as Percentage of GDP, 1995 - 2018

Figure 19: Withholding Tax as Percentage of GDP, 1995 - 2018
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Figure 20: Value Added Tax as Percentage of GDP, 1995 - 2018

Figure 21: Mineral Royalty as Percentage of GDP, 1995 - 2018

Figure 22: Excise Duties as Percentage of GDP, 1995 - 2018
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Figure 23: Import Tariffs as Percentage of GDP, 1995 - 2018

Figure 24: Tax Revenue (K’ Millions) 1995 - 2018
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Performance of Operating Divisions and
Corporate Initiatives
Customs Services Division

Customs Declarations

In line with its trade facilitation function, ZRA implemented
initiatives that were aimed at simplifying customs declarations
procedures in order to reduce associated costs and maximise
efficiency.

During the year, a total of 98.9 percent declared
registrations were assessed compared to 99.6 percent in 2017.
This indicates that there was an increase in the volume of
declared registrations that did not reach the assessment stage
of the revenue collection process (see Table 11).

Table 11: Registration to Assessment Conversion Ratio for all transactions in 2018 and 2017

Customs Refunds
As a means of making exports competitive, the
Authority operates a Duty Drawback Scheme that allows
manufacturers to claim back a proportion of duties paid on
inputs used in the local manufacture of exported goods. In
addition, customs refunds arising from claims on import and
export transactions are also provided for.

During the year under review, the duty drawback claims significantly reduced to 285 from 344 in 2017. Similarly, the value of
processed claims declined by 50.9 percent to K43.4 million from
K88.4 million processed in 2017. The decrease was also attributed
to the suspension of refunds under the scheme pending review
of the duty drawback coefficients (see Table 12).

Table 12: Number and Value of Duty Drawback Applications and General Refunds in 2018 and 2017

In comparison to 2017, the number of general refunds claims in
2018 reduced by 48.5 percent to 222 from 431. Similarly, there

was a decline in the value of general refunds claims of 32.4
percent over the same period.

Direct Import and Export Declarations
In 2018, permanent import transactions recorded an increase of
8.6 percent in volume with a corresponding 19.6 percent increase
in value for duty purposes compared to their 2017 levels. On the
other hand, the volume of export transactions increased by 11.8
percent while the value of permanent exports recorded a 29.3
percent growth over the same period (see table 13).
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The growth in the volume of import and export transactions
was as a result of an increase in the volumes of transactions
by the mining companies following increased copper prices on
the international market.
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Processing Efficiency
Processing efficiency, which measures the actual revenue
collected against the potential revenue, marginally declined to
96.7 percent in 2018 from 97.0 percent recorded in 2017. The

potential revenue in the period under review was K13, 960.5
million out of which K13, 499.5 million was collected. Of the
uncollected revenue, K354.7 million was registered and assessed
while K106.2 million was not assessed (see Table 14).

As depicted in Table 15, the total Value for Duty Purposes (VDPs)
for both taxable and non-taxable transactions increased to K166,
743.4 million in 2018 from K123, 616.9 million recorded in 2017,
representing a growth of 34.9 percent. The non-taxable VDP,
on which duty is not collectible, grew by 36.9 percent to K149,

941.9 million in 2018 from K109, 552.4 million recorded in 2017
and this negatively affected the performance of customs duty
collections.
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Table 15: VDP and Tax Yield from Taxable and Non-Taxable Transactions in 2018 and 2017 (K’ Million)

During the year, the revenue foregone on account of various trade related concessions increased by K1, 238.2 million
or 24.8 percent to K6, 219.8 million from K4, 981.6 million recorded in 2017 (see Table 16).

Table 16: Tax Revenue Foregone from Concessions, 2018 and 2017 (K’ Million)

Risk Profiling Analysis
The use of risk management techniques in the processing
of imports and exports has proved effective in the
selection of customs declarations for different levels of
scrutiny. Therefore, during the year, the Authority continued
to employ this technique to segment customs declarations
according to their risk profile. Using this technique, 23.1
percent of the entries were channelled to the red

lane requiring physical inspection while 41.9 percent were
channelled to the yellow lane requiring documentary check.
A further 8.6 percent were channelled to the blue lane
requiring post clearance audits while the remaining 26.2
percent of the transactions were channelled to the green
lane and were therefore not subjected to any scrutiny
(see Table 17).

Table 17: 2018 Lane Analysis by Business Volume
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Domestic Taxes Division

Tax Registration

Taxpayers are expected to meet their obligations regarding
registration, reporting, return filing, and timely payment
of taxes while the Authority is expected to sensitise its
taxpayers to ensure they understand their rights and
obligations so as to make it easy for them to comply. A
review of the Authority’s performance on these compliance
pillars is discussed:

During the course of the year, a total of 562,561 TPIN
registrations were issued to various taxpayers. The
increased number of registrations was largely on account
of the requirement for all bank account holders to have a
TPIN (see Figure 26).
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Figure 26: TPIN registrations, 2013 - 2018

In addition, there was an increased number of registrations
for key tax types during the year. Specifically, there were
34, 348 registrations for various income taxes in 2018
compared to 23, 123 registrations in 2017; 7, 156 PAYE

registrations in 2018 compared to 5, 727 in 2017; and
1, 493 VAT registrations in 2018 compared to 666
registrations in 2017 (see Figure 27).

Figure 27: Registrations by tax type in 2018 and 2017
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Return Filing
At the close of 2018, there were 388, 647 taxpayer accounts
compared to 268,055 in 2017. The total number of taxpayers
registered for turnover tax, company income tax, PAYE, VAT,
and other tax types were 148,421; 68,381; 59,152; 16,449; and
96,244, respectively.
During the year, a total of 1,795,416 returns were submitted
compared to 2,015,004 returns submitted in 2017. The decline
in return filing was attributable to the exceptionally high number
of return submissions in 2017 on account of the tax amnesty on
interest and penalties.

The total number of returns filed for the income taxes decreased
to 1,306,220 in 2018 from 1,808,415 in 2017 representing a
27.8 percent decrease. Amongst the income taxes, the largest
number of returns received were for Turnover Tax (see Table 18).
In 2018, there was a 10.0 percent increase in the number of
PAYE refund applications to 7, 821 from 7, 101 in the previous
year. Similarly, income tax refund applications registered a 24.5
percent increase to 132 compared to 106 applications received in
2017. In monetary terms, a total of K275.6 million in direct taxes
was refunded, comprising K61.5 million PAYE and K214.0 million
income tax which translates to an increase of 21.0 percent and
938.8 percent, over the 2017 respective levels (see Table 18).

Table 18: Income Tax Return Statistics

In the year under review, the number of VAT returns filed decreased
to 154, 198 from 193, 199 in 2017. Similarly, the percentage of
nil VAT returns filed decreased by 28.3 percent from 111, 184
in 2017 to 79, 689 in 2018. However, the number of repayment
returns filed increased by 21.2 percent in 2018.
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The number of VAT refund applications increased to 18, 258 in
2018 from 15, 136 recorded in 2017. The total VAT claims from
returns submitted in 2018 increased to K13, 772.4 million from
K8, 992.5 million in 2017. A total of K8, 995.4 million was paid
out in VAT refunds during the year compared to K6, 560.0 million
paid out in 2017 (see Table 19).
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Table 19: VAT Return Statistics

Domestic Taxes Audit Performance
In 2018, tax audits conducted by the Domestic Taxes division
yielded a total of K3, 127.9 million. Large taxpayers in the
non-mining unit were the largest contributors to this amount with
a total of K1, 602.2 million from 1, 535 audits. This was followed
by contributions from the mining unit at K955.9 million from 486
audits. Further, audits from small and medium taxpayers contributed a total of K569.8 million from 10, 344 audits conducted.

In terms of tax type, VAT audits yielded the largest
contribution at K1, 928 million of the total audit
collections, followed by income tax audits at K525.7 million and
PAYE audits at K148.5 million. Other tax type audits yielded
K525.7 million (see Table 20).
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Compliance Initiatives that Support Revenue Collection
During the year, the Authority implemented a number of measures
to enhance revenue collection and foster compliance. These
measures included increased use of internal data and enhanced
compliance and enforcement activities. Some specific measures
implemented include:
• the introduction of the Customs Valuation Referencing
Database to reduce undervaluation of imports;
• data sharing arrangements with Zambia Public
Procurement Authority, Financial Intelligence Centre
and other external stakeholders;
• implementation of a data matching project to compare
consistency of taxpayer declarations to the Authority; and
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• the appointment of tax agents for the collection of base
tax and withholding tax on rental income.
In its effort to better inform tax policy and improve service delivery,
the Authority commissioned a number of research projects in
2018. These included;
• the taxation of the proceeds of gambling and betting
in Zambia;
• the Cost of Compliance Study whose main
objective was to assess the costs that businesses incur
when complying with tax laws; and
• an assessment of the strategies to improve personal
income tax administration in the informal sector.
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Debt Management
Domestic Taxes Debt
As at end-2018, domestic taxes debt stock stood at K36, 166.8
million out of which K17, 247.8 million was principal tax, K17,
359.0 million were penalties and K1, 560 millionwas interest. The

2018 debt stock was 16.1 percent higher than the K31, 144.7
million recorded at the end of 2017 (see Table 21). It is worth
noting that debt reconciliation activities were heightened in 2018.

The largest share of domestic tax debt was domestic VAT with
a stock of K19, 787.9 million or 54.7 percent of the total debt.
This was followed by company income tax with a stock of
K8, 384.5 million and then by PAYE with a stock of K4, 032.9

million. Turnover tax had a total stock of K1, 951.6 million, while
withholding tax accounted for K1, 109.0 million. Mineral royalty
tax accounted for K471.9 million while the rest of the tax types
each had debt below K300.0 million (see Table 22).

Customs Debt
As at end-2018, the total customs debt stood at K445.5 million. This debt stock decreased by 81.6 percent from K2, 428.8 million
recorded at the end of 2017 (see Table 23).
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Total Debt Stock
The total debt stock closed at K36, 612.3 million in 2018 of
which domestic taxes debt accounted for K36, 166.8 million or
98.8 percent. The balance of K445.5 million or 1.2 percent of
the total debt stock was customs related.

Taxpayer Education and Advisory Services
In line with ZRA Taxpayer Education Strategy and corporate
objective of having satisfied customers, the Authority interacted
with taxpayers using various tax information dissemination modes
as outlined in the plan.

Workshops
A total of 176 workshops were conducted in Luwingu, Mpulungu,
Serenje, Mpika, Solwezi, Senanga, Samfya, Petauke, Katete,
Chingola, and Lusaka. Some key stakeholders engaged were;
NGOCC, Zambia Cooperative Federation, Zambia Congress
of Trade Unions, manufactures, Zambia Institute of Marketing,
Kafue Business Community, Lusaka Chamber of Commerce,
Kalingalinga Industrial Cluster, Hotel and Catering Association of
Zambia and the Zambia National Marketeers Credit Association.
Further, the Authority conducted monthly workshops at its training
centre in Lusaka at which members of the public were trained on
how to use the ZRA e-services. This training attracted around
200 participants per session
The Authority also partnered with various Government ministries
and agencies to promote their use of e-services. In addition,
taxpayer education was successfully conducted for withholding
VAT agents.
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As a result of the increase in domestic taxes debt, the total debt
stock increased by 9.1 percent from the 2017 closing stock
(see Table 24).

Open Days
A total of nine open day sessions were held at various
shopping malls and markets in Lusaka, Kasama and
Kabwe. These sessions were meant to educate taxpayers
on e-services such as TPIN registration, e-payments, and
other aspects of tax administration.
Tax Clinics, Lectures and School Chats
In an effort to reach out to the communities, a total of 202
tax clinics were held at which members of the public were
educated on various tax matters. These clinics included
visits to universities, colleges, secondary and primary
schools across the country.
Television and Radio Programmes
A number of television and radio programmes were produced
and broadcasted to various audiences on the taxes administered by the Authority. Other topics covered included
EFDs, e-services, tax due dates and TPIN registrations.
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Trade Shows

Taxpayer Visits

The Authority participated in three national and ten provincial trade
and agricultural shows. During these shows, various taxpayer
services were offered which included on-site taxpayer registrations. In addition, literature on various tax types administered by
the Authority was distributed. Further, demonstrations on how
the EFDs function were presented.

A total of 1, 569 visits were made to various taxpayers across
the country. Issues discussed during the visits included reconciliation of accounts, e-services, TPIN registration requirements,
withholding tax on rental income and withholding VAT, among
others.

Taxpayer Training
The Authority conducted a total of 306 taxpayer training sessions
to increase taxpayer awareness on the e-services and initiatives
being implemented by the Authority. The sessions on e-services
focused on e-returns, e-payments, e-registration, advance income
tax and customs electronic licensing.

To improve service delivery, the Authority established taxpayer
service centres at East Park Mall, Cosmopolitan Mall and at the
Civic Centre in Lusaka. These centres have proved to be popular
leading to a reduction in traffic at Head Office. In addition, the
ZRA website has enabled taxpayers to access e-services and
download tax information thereby improving service delivery and
reducing compliance costs. Further, the Authority’s Facebook
page has proved popular for taxpayer engagements, with the

Tax Literature
Various tax literature were handed out to taxpayers at trade
shows, workshops, road shows, tax clinics, front offices and other
strategic places. These included Practice Notes, withholding VAT
guidelines, fast track TPIN registration leaflets, frequently asked
questions, self-assessments for customs, and many others. Table
25 presents a summary of engagements with taxpayers in 2018.

number of followers rising to 32,084 in 2018 from 26,540 in 2017.
In 2018, a total of 521,901 contacts were made by taxpayers
with ZRA through the taxpayer service centres and the Advice
Centre compared to 568,927 in 2017. The reduction in walk-in
clients was attributed to the increased uptake of e-services. For
example, a total of 62,978 emails were received and responded
to by the Authority compared to 26,515 in 2017.
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In addition, the National Call Centre received a total of 45, 241
phone calls compared to 46, 492 in 2017 and the Interactive
Voice Response system successfully resolved 181, 489 queries.
The most frequent topics of inquiry were the withholding VAT
mechanism, EFDs, TPIN requirement for bank account holders
and withholding tax on rent.

Non-Compliance and Prosecution
In 2018, the Authority heightened its compliance and enforcement activities through the use of intelligence, risk profiling and
random patrols. Non-compliant taxpayers were subjected to
administrative sanctions and where appropriate to prosecution.

Investigations
During the year, the Investigations Department handled a total
of 597 cases out of which 331 were brought forward from 2017.
A total of 151 cases were concluded with the outstanding 446
cases carried forward to 2019.
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MANAGING PUBLIC CONFIDENCE
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Managing Public Confidence
Professional Excellence and Staff Integrity

Minimising Compliance Costs

The need for continuous sensitisation of members of staff on the
importance of upholding the highest levels of integrity remained
high on the Authority’s agenda. Through the integrity committee,
members of staff were educated on the importance of adhering
to the Authority’s Code of Ethics. According to the Zambia Bribe
Payers Index published in 2018, the rating of the conduct of ZRA
employees improved on the Index to 5.6 percent in 2017 from
12.0 percent in 2009.

In a bid to ease taxpayers’ compliance burden, the Authority set
out to deliver a mobile based platform for tax services under
the ZAMeT project in 2018. This application will allow taxpayers
access ZRA e-services using a mobile phone or similar device
without the need for internet connectivity.

Further, the Taxpayer Charter provides a platform for taxpayers to
hold the Authority accountable to the service delivery standards
set out in the Charter. In this regard, the Authority continued to
monitor its performance against the Charter standards and some
of the recommendations from this process were incorporated in
strategies aimed at enhancing service delivery and professionalism.
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CORPORATE GOVERNANCE
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Corporate Governance
During the year, the Governing Board continued with its oversight
role and provided strategic guidance in line with its Board Charter.
The Board remained active and engaged management during
key events such as the Strategic Planning workshop which was
part of the process for developing the 2019-2021 Strategic Plan.
In addition, the Governing Board visited key locations including
Kasumbalesa Border Post in order to appreciate the Authority’s
operating environment.
The Governing Board further continued to monitor the implementation of the Corporate Strategic Plan (CSP) in order to ensure
that the corporate objectives are carried out in an efficient and
effective manner
Performance of the Corporate Strategic Plan
The performance of the CSP in 2018 was as follows:
a) BSC Financial Results – SO 1: To optimise revenue collection
The Authority set out to achieve this objective by improving
compliance, reducing the debt stock and enhancing enforcement. The revenue target was exceeded by K3, 791.9 million
or 8.5 percent. Under this objective, 32 percent of all the KPIs
were attained, 39 percent were partially attained while 29 percent
were not achieved.
b) BSC Business Processes - SO 2: To improve operational
efficiency through development of infrastructure, systems
and processes
The Authority achieved 59 percent of the KPIs under this
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strategic objective. 26 percent of the KPIs were partially met
while 15 percent were not met. Among the KPIs fully met were:
the stabilisation of TaxOnline and ASYCUDAWorld; the inclu
sion of more commercial banks on the e-payment platform;
and the implementation of the mineral value chain monitoring
system.
c) BSC Employee Satisfaction SO 3: To enhance the professionalism and productivity of the human capital
The Authority achieved 77 percent of the KPIs under this strategic
objective while 23 percent were partially met. The staff establishment for the Authority stood at 97 percent as at year-end with
98 percent of employees meeting their agreed annual performance targets. The defined Contribution Pension Scheme for
the Authority was introduced.
d) BSC Customer Satisfaction – SO 4: To provide accurate,
courteous, timely and professional services to internal
and external customers
The Authority fully achieved 50 percent of the KPIs under this
objective. 20 percent of the KPIs were partially achieved while 30
percent were not met. The key initiatives implemented included
conducting taxpayer education and outreach programmes, and
streamlining of the dispute resolution process through implementation of the revised administrative guidelines.
Overall Implementation of Corporate Strategic Plan
With regard to the overall performance, the Corporate Strategic
Plan was 52 percent fully implemented, 29 percent partially
implemented and 19 percent not met (see Figures 29a and 29b).
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Divisional and Departmental Functions

Modernisation and Corporate Strategy Division

During the year under review, the structure of the Authority
consisted of four Divisions and six Departments, all of which
had direct reporting lines to the Commissioner General. Divisions
are headed by Commissioners while Departments are headed
by Directors. The summary of the functions of the Divisions and
Departments is discussed:

The Modernisation and Corporate Strategy Division spearheads
the reform agenda of the Authority in terms of systems development and critical information management. The Division is
also responsible for among other things, the development and
maintenance of infrastructure, procurement, risk management,
project management and business process re-engineering. The
Division has three departments: the Information and Communication Technology Department; the Administration Department;
and the Corporate Strategy Department.

Customs Services Division
The Customs Services Division administers customs duties,
import excise and other duties as mandated by the Customs
and Excise Act, Chapter 322 of the Laws of Zambia. Other core
functions include: licensing and controlling warehouses and
premises for the manufacture of certain goods; the prohibition
of imports and exports in line with the Control of Goods Act
- Chapter 421 of the Laws of Zambia; and implementation of
customs and trade agreements.

The Department undertakes research, statistical analysis, data
management and tax policy coordination. The department
continued to coordinate the development of bulk data analysis
capability at corporate level and to provide executive support
duties to the Office of the Commissioner General.

Domestic Taxes Division

Internal Audit Department

The Domestic Taxes Division is mandated to administer all inland
taxes as provided for under various Acts which include: the
Income Tax Act, Chapter 323 of the Laws of Zambia; the Value
Added Tax Act, Chapter 331 of the Laws of Zambia; the Property
Transfer Tax Act, Chapter 340 of the Laws of Zambia and the
Insurance Premium Levy Act No. 21 of 2015. The Division also
collects mineral royalty, as provided for under the Mines and
Minerals Development Act, No. 11 of 2015. Further, the Division
collects skills development levy under the Skills Development
levy Act No. 46 of 2016 and tourism levy as prescribed under
the Tourism and Hospitality Act.

The Internal Audit Department provides assurance to management
and the Governing Board on the effectiveness and reliability of
internal controls, risk management and governance processes
within the Authority. The Department also facilitates external
audits by the appointed private external auditors and the Office
of the Auditor General.

Finance Division
The Finance Division is in charge of the accounting function of
the Authority, which deals with the management of operational
funds, and the Treasury function which involves the receipting
and accounting for Government revenue. The Division is also
responsible for the debt management function at corporate
level. In addition, the division is also responsible for all aspects
of human resource management in ZRA, which includes the
implementation of staff development, compensation, staff welfare,
and payroll management.

Research and Policy Department

Total, 2016

Investigations Department
The Investigations Department investigates allegations of tax
offences under the various tax related Acts with a view to prosecute
as a way of deterring non-compliance. These include the Customs
and Excise Act Chapter 322, the Income Tax Act Chapter 323,
the Value Added Tax Act Chapter 331 of the Laws of Zambia
and all other Acts administered by the Commissioner General.
Legal Services Department
The Department is responsible for providing legal advice to the
Authority and attending to civil cases on behalf of the Authority
in the courts of law.
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INTERNAL AND EXTERNAL SCRUTINY
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Internal Audit
In 2018, the Internal Audit Department planned to undertake
25 audits, out of which 15 were finalised while the rest were at

various stages of completion. The Department also finalised 11
audits carried forward from 2017. The total number of reports
tabled before the Audit Committee in 2018 was 29 (see Table 26).

Internal Affairs
In 2018, the Internal Affairs Unit recorded a total of 64 cases of
allegations of fraud, malpractice and misconduct against

ZRA staff compared to 38 in 2017. The increase in the number
of cases recorded may be attributed to enhanced intelligence
gathering techniques (see Table 27).

During the period under review, the unit recommended over 30
cases for disciplinary action out of which 13 resulted in dismissal.
One case was recommended to have the officer trained in the
relevant processes and procedures, while another case was
recommended for counselling.

also launched the ZRA Whistle Blower Policy which is intended
to reward and protect informants.

Two cases of forgery and smuggling involving external parties
were recommended for prosecution while another case of
fraudulent clearance of motor vehicles was recommended for
the collection of foregone taxes.
Staff Integrity
During the year under review, the ZRA Integrity Committee
(ZRAIC) Secretariat held a number of sensitization activities for
members of staff throughout the country. Induction trainings
were conducted for new members of staff and the Secretariat
also conducted sessions at some internal trainings. The Authority

Further, the Authority participated in the commemoration of the
2018 International Anti-Corruption Day. Other activities during
the year included engagements with stakeholders such as the
Auditor-General’s Office, Transparency International-Zambia, the
Drug Enforcement Commission and Anti-Corruption Commission.
ZRA also continued to play a critical role in chairing the Public/
Private Sector Integrity Development Project.
The number of comments and complaints received in 2018 reduced
to 32 from 37 received in 2017. Two complaints were received in
2018 relating to alleged staff misconduct. The complaints and
comments were received through various channels including
letters, email, telephone and suggestion boxes which are mounted
in all stations (see Table 28).
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The breakdown of the types of comments and complaints received in 2018 and 2017 is shown in Table 29.

External Scrutiny
Parliamentary Committees

Litigation

The Zambia Revenue Authority being a statutory body created
by an Act of Parliament is subject to Parliamentary oversight.
This is achieved through reports that the Authority submits to the
various Committees of the House and also through the provision
of responses to questions raised by Members of Parliament.

Litigation provides a mechanism to arbitrate conflicting claims
between the Authority and taxpayers. Litigation does more than
just resolve conflicts. More importantly, it shapes the behaviour
of market participants. Therefore, in the establishment of rights
and remedies, the legal system prescribes basic patterns of
behaviour and remains an essential tool for enhancing compliance.
In 2018, the Authority was involved in both civil and criminal
litigation in the Supreme Court, the Court of Appeal, the High
Court, the Magistrates Court, the Industrial Relations Court and
the Tax Appeals Tribunal.

In 2018, the Authority appeared before a number of Committees of the House and submitted written responses to various
Parliamentary queries. These included the Committee on National
Economy, Trade and Labour Matters; the Budget Committee;
the Expanded Budget Committee on Estimates; and the Public
Accounts Committee.
Auditor General
The Office of the Auditor General has a constitutional mandate
to audit all public bodies in order to ensure prudent utilisation
of public resources appropriated by Parliament. Being a public
body, ZRA operations are subjected to annual audits and reviews
by the Auditor General in order to ensure that public funds are
spent on budgeted activities and also to ensure that all revenue
collected through taxes and other levies are promptly banked
and properly accounted for.
In this regard, the Authority was in 2018 subjected to two audits
by the Auditor General: The first report covered the financial
and operational activities for the years ended 31st December
2016 and 31st December 2017, and the other covered revenue
collection activities for the year ended December 2017.
Notably, there were 14 audit queries raised in the financial and
operational activities report while 10 control weaknesses were
highlighted in the revenue collection report. In order to ensure
effective follow up on audit queries and reduce the number of
such queries, management established the Implementation
Monitoring Unit in the Internal Audit department whose responsibility is to among others, minimise audit queries and ensure
that all audit queries are attended to.
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Civil Litigation
In 2018, ZRA litigated 74 civil cases compared to 57 cases
litigated in 2017, representing a 29.8 percent increase. Out of
the 74 cases litigated in 2018, a total of 17 were Supreme Court
cases; three were Court of Appeal cases; 24 were High Court
cases; 20 were Tax Appeals Tribunal cases, nine were Industrial
Relations Court cases; and one was a Subordinate Court case.
The majority of cases were customs related followed by the
domestic taxes and labour related cases (see Table 30).
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From the 74 cases litigated in 2018, 54 cases or 72.9 percent
were tax related whereas 19 or 25.6 percent of the cases were
labour-related. The total number of cases concluded during the
year was 11 out of which 10 were in favour of ZRA. By the end
of the year, a total of 30 cases were active in the various courts
and at the Tax Appeals Tribunal.

in 2018, out of which eight convictions were secured, two were
acquittals while six were withdrawn. It is worth noting that the
total number of cases prosecuted in 2018 increased by 63
percent compared to 2017 due to increased focus on criminal
prosecution for tax offences. As at end of the year, 11 cases
were under litigation.

Criminal Litigation

Of the 27 cases handled in 2018, 23 were customs related while
four were domestic taxes related (see Table 31).

The Investigations Department prosecuted a total of 27 cases

Seizure of Goods
In 2018, the Authority seized several goods that were the subject of various offences. Some goods were forfeited to the State and
auctioned to recover taxes or donated in accordance with the law.
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Managing People
Staff Strategy

Staff Complement

In terms of staff strategy, the Authority continued to focus on
promoting an effective and efficient workforce that would be
responsive to ZRA’s mandate of optimising revenue collection.
In this regard, the Authority undertook the following:
• Promotion of 108 employees in line with the Promotion Policy.
• Development of productivity standards for all the departments
and divisions.
• Development of management control principles for managers.
• Streamlining of the management of leave days.

The Authority’s staff complement stood at 1,813 employees as
at close of 2018 compared to 1,688 at the end of 2017, thereby
representing a 7.4 percent increase. This increase was in response
to the operational and structural changes implemented in 2018.
Nevertheless, the staff complement in 2018 was still below the
approved establishment of 1,860 representing 97.5 percent of
the approved establishment, an improvement from 96.7 percent
in 2017.

Further, the following policies were developed and approved by
the Governing Board:
• the revised Disciplinary, Capability and Grievance Policy and
Procedures; and
• the Employee Wellness Policy with a specific objective to
promote healthy lifestyles of employees through care and support.

In our effort to have a gender balanced workforce, the share of female staff increased to 35.0 percent from 33.9 percent in 2017.
In terms of staff category, the share of non-represented contract staff was 12.2 percent of the workforce in 2018 compared to
12.1 percent in 2017. In 2018, 43.7 percent of the staff were in the represented contract staff category an increase from 41.5
percent in 2017. Further, 44.1 percent of the staff were in the represented non-contract staff category compared to 46.4 percent
in 2017 (see Table 33).
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The staff complement in the operating divisions/departments was 1,183 or 65.0 percent in 2018 compared to 1,114 or 66.0
percent in 2017 (see Table 34).

Resourcing and Selection

Performance Management and Development Process

A total of 366 vacancies were filled in 2018, out of which 164
were through internal recruitment while the rest were externally
recruited.

The Authority has in place a Performance Management and
Development Process which is implemented through the Performance Management Development Contracts (PMDCs) between
members of staff and their supervisors. In terms of performance
ratings, the majority of the employees were rated “Very Good”
representing 55.5 percent of the rated employees

Staff Development and Training
In order to respond to the changing business environment, the
Authority continuously trains its staff. In this regard, a total of
K8.4 million was budgeted for capacity building in 2018 out of
which K6.1 million was utilised to implement training programmes
attended by 2,976 participants compared to 1,809 participants
recorded in 2017. Of the training programs planned for the year,
85 percent were implemented with a budget utilisation rate of
72 percent.
Separations
In 2018, 77 employees separated from ZRA representing overall
attrition rate of 4 percent for the year compared to 91 separations in 2017 which was 5 percent attrition rate. The separations
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were on account of dismissals, resignations, early retirement,
expiry of fixed term contracts, medical discharges and death
(see Table 35).
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Staff Welfare and Employee Relations
Employee Wellness/HIV and AIDS

Employee Relations

The Employee Wellness Policy was implemented in the year under
review which combined the HIV and AIDS Workplace Policy and
the Voluntary Support Scheme. The Policy encompasses chronic
diseases such as diabetes and cancer. The policy applies to
all employees and registered dependents, except aspects of
sports and recreation which excludes dependents.
By the end of 2018, the ZRA Voluntary Support Scheme (VSS)
had a membership of 642 out of a total workforce of 1,813
employees, representing 35.4 percent of the total workforce.
However, it must be stated that following the approval of the
Employee Wellness Policy by the Governing Board, the scheme
shall change the name to Wellness Support Scheme and shall
become mandatory in 2019. At the end of the year, 80 employees
were accessing the Anti-Retroviral Therapy (ART) under VSS,
representing 4.4 percent of the total work force.

During the period under review, employee relations climate remained
stable. Management and the Union concluded negotiations for
the conditions of service for the period covering 2019 – 2020.
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Information Technology and Physical Asset Management
Asset Management
In 2018, ZRA constructed several office and staff houses around the country as part of its on-going infrastructure upgrade and
maintenance programme. The major works that were commenced or concluded in the year under review are shown in Table 36.

The infrastructure development and rehabilitation works undertaken
in 2018 were meant to make ZRA more efficient and responsive
to the changing business environment.

number of active EFDs stood at 1,694 out of the 1,903 devices
that were distributed.

Information and Communication Technology
During the year under review, the Authority installed a Local Area
Network (LAN) at the Fast Track Office. The Authority also separated
the links connecting ZRA head office to the Zambia National Data
Centre through Smartnet. Further, the LAN connecting the main
building in Nakonde and the ZRA entry gate was extended to the
Tanzanian side of the One Stop Border Post (OSBP). In addition,
the LAN from scanner control room in Nakonde was extended
to the ZRA entry gate. The installation of fibre links for the ZRA
campus network at Nakonde was undertaken.
A Virtual Private Network (VPN) connectivity was set up for
customs officers at Zambia Postal Services offices at KKIA
to enable them access the ZRA network. The Authority also
configured the link for Cosmopolitan Mall Service Centre to
enable connectivity to ZRA systems and a firewall was deployed
and configured for the internet bureau at the Cosmopolitan Mall
Customer Service Centre.
The Authority also implemented the use of EFDs under the Tax
Invoice Management System. As at the end of the year, the
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Managing Resources
During the period, the Authority received an income of K1, 260.8 million out of which K979.3 million was funding from the Government. In 2018, ZRA raised K255.6 million from ASYCUDA fees compared to K218.8 million in 2017. Other income amounted to
K8.0 million. Table 37 provides a comparative summary of our operating income and expenditure for 2018 and 2017.

Table 37: Summary of Income and Expenditure, 2018 and 2017
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In 2018, financial support to the Mineral Value Chain Monitoring
Project amounted to K10.9 million. The Authority received K1.8
million in deferred income and K24, 677.0 as commission on
the Kariba Dam toll fees.

Capital Expenditure

As the appointed profit collection agent on behalf of the Government from the Kasumbalesa joint venture project, the Authority
collected US$40.9 million for the period January to December
2018. The Authority retained 10 percent of this amount as
administration fee in accordance with the approval granted by
the Minister of Finance. The 10 percent commission is included
in the Authority’s income for the year.

The detailed financial performance based on Accrual Basis of
Accounting is shown in the Financial Statements.

Recurrent Expenditure
In 2018, ZRA’s recurrent expenditure was largely made up of
staff related costs which accounted for 74 percent, followed by
operational costs at 12 percent. Administrative costs accounted
for 7 percent while depreciation and amortization accounted
for 7 percent.
Staff costs in 2018, increased by 14 percent from the 2017 level
as a result of recruitments and salary and wage adjustments.
Administrative expenses increased by 23 percent, while other
operating expenses increased by 37 percent from the 2017 level.
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In addition to the above operating expenses, ZRA spent K103.9
million in capital expenditure.

Cost of Tax Revenue Collection
The cost of tax revenue collection ratio was 2.0 percent in 2018
which was marginally lower than 2.1 percent recorded in 2017.
The slight decrease in the ratio is mainly attributed to enhanced
efficiency in revenue administration as a result of the advanced
implementation of modernisation reforms. In the last five years,
the cost of tax revenue collection ratio has averaged at 1.7
percent, with its highest being 2.1 percent recorded in 2017.
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How our audit addressed the key audit matter
Actuarial valuation of pension obligations (Continued)
We foc used on this audit area bec ause of the
signific ant assumptions and judgements whic h are
inc luded to arrive at the pension obligation. Key
assumptions that are involved in the c alc ulation of
the defined benefit obligation as per note 23 to the
financ ial statements are:

Disc ount rate;

The Disc ount rates used were appropriate and
c omparable to Government bond yield rates
available with the Bank of Zambia.
Had a disc ussion with the Ac tuary on where
mortality rates were derived from and c ompared
those rates to the c entral statistic s offic e in
Zambia.
Ensured the Independent Ac tuaries who c arried
out the valuation were appropriately qualified and
c ompetent.

Expec ted rate of salary inc rement;

Assumptions were tested and were found to be
reasonable.
Average longevity at retirement age for c urrent We found that the assumptions used by the Expert
employees.
were appropriate and the disc ount rates were
c omparable to the market.
Further, the disc losures pertaining to the pension
obligations were found to be appropriate and
c omprehensive in the financ ial statements.
Other information
The Governing Board is responsible for the other information. The other information c omprises the
Chairman's statement and Governing Board's Report, as required by the Zambia Revenue Authority Ac t,
Chapter 321 of the Laws of Zambia and whic h we obtained prior to the date of this auditor's report. The
other information does not inc lude the financ ial statements and our auditor’s report thereon.
Our opinion on the financ ial statements does not c over the other information and we do not express any
form of assuranc e or c onc lusion thereon.
In c onnec tion with our audit of the financ ial statements, our responsibility is to read the other
information and, in doing so, c onsider whether the other information is materially inc onsistent with the
financ ial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.
If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we c onc lude that there is a material misstatement of this other information, we are
required to report that fac t. We have nothing to report in this regard.
Responsibilities of the Directors for the financial statements
The Governing Board is responsible for the preparation and fair presentation of the financ ial statements
in ac c ordanc e with International Financ ial Reporting Standards and the requirements of the Zambia
Revenue Authority, Chapter 321 of the Laws of Zambia, and for suc h internal c ontrol as the Governing
Board determine is nec essary to enable the preparation of financ ial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the financ ial statements, the Governing Board is responsible for assessing the Authority's
ability to c ontinue as a going c onc ern, disc losing, as applic able, matters related to going c onc ern and
using the going c onc ern basis of ac c ounting unless the Governing Board either intend to liquidate the
Authority or to c ease operations, or has no realistic alternative but to do so.
Auditor’s responsibilities for the audit of the financial statements
Our objec tives are to obtain reasonable assuranc e about whether the financ ial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
inc ludes our opinion. Reasonable assuranc e is a high level of assuranc e, but is not a guarantee that an
audit c onduc ted in ac c ordanc e with ISAs will always detec t a material misstatement when it exists.
Misstatements c an arise from fraud or error and are c onsidered material if, individually or in the
aggregate, they c ould reasonably be expec ted to influenc e the ec onomic dec isions of users taken on
the basis of these financ ial statements.
As part of an audit in ac c ordanc e with ISAs, we exerc ise professional judgement and maintain
professional sc eptic ism throughout the audit.
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ZAMBIA REVENUE AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 December 2018
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented, unless otherwise stated.
(a)

Basis of preparation

The financial statements have been prepared on the historical cost basis except for certain properties
and financial instruments that are measured at revalued amounts at the end of each reporting period,
as explained in the accounting policies below.
Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique.
In estimating the fair value of an asset or a liability, the Authority takes into account the
characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date. Fair value for measurement and/or
disclosure purposes in these financial statements is determined on such a basis, except for, leasing
transactions that are within the scope of IAS 17 Leases, and measurements that have some similarities
to fair value but are not fair value, such as value in use in IAS 36 Impairment of assets.
In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:
•

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

•

Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and

•

Level 3 inputs are unobservable inputs for the asset or liability.

The financial statements are presented in units of Zambia Kwacha.
The Authority had a capital deficiency of K212,817,465 (2017: K218,035,011) as at the reporting
date, and as of that date its current assets exceeded its current liabilities by K66,405,139 (2017:
K49,547,064 deficit). On the basis that the Authority is Grant aided and funding by the Government has
continued in the subsequent period, the Governing Board are of the opinion that the preparation of
these financial statements on the going concern basis remains appropriate.
(b)

Foreign currency translation

In preparing the financial statements of the Authority, transactions in currencies other than the
entity's functional currency (foreign currencies) are recognised at the rates of exchange prevailing at
the dates of the transactions. At the end of each reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date
when the fair value was determined. Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.
Exchange differences are recognised in income and expenditure in the year in which they arise.
(c)

Revenue recognition

Government revenue grants
Income represents the revenue grants receivable from the Government and other co-operating partners
during the year and is accounted for on an accruals basis. Government grants are recognised when
there is reasonable assurance that they will be received and the Authority will comply with the
conditions associated with the grant.
Grants that compensate the Authority for expenses incurred are recognised in income and expenditure
as other income on a systematic basis in the periods in which the expenses are recognised.
Rental income
Rental income from properties is recognised in income and expenditure on a straight line basis over the
term of the relevant lease agreement.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 Dec ember 2018
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(p)

Employee benefits (continued)

(b)

Termination benefits

Termination benefits are payable when employment is terminated by the Authority before the normal
retirement date, or whenever an employee ac c epts voluntary redundanc y in exc hange for these
benefits. The Authority rec ognises termination benefits at the earlier of the following dates: (a) when
the Authority c an no longer withdraw the offer of those benefits; and (b) when the entity rec ognises
c osts for a restruc turing that is within the sc ope of IAS 37 and involves the payment of termination
benefits. In the c ase of an offer made to enc ourage voluntary redundanc y, the termination benefits are
measured based on the number of employees expec ted to ac c ept the offer. Benefits falling due more
than 12 months after the end of the reporting period are disc ounted to their present value.
4.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are c ontinually evaluated and are based on historic al experienc e and other
fac tors, inc luding experienc e of future events that are believed to be reasonable under the
c irc umstanc es.
Critical accounting estimates and assumptions
The Authority makes estimates and assumptions c onc erning the future. The resulting ac c ounting
estimates will, by definition, seldom equal the related ac tual results. The estimates and assumptions
that have a signific ant risk of c ausing a material adjustment to the c arrying amounts of assets and
liabilities within the next financ ial year are addressed below.
Retirement benefit obligations
The present value of the pension obligations depends on a number of fac tors that are determined on an
ac tuarial basis using a number of assumptions. The assumptions used in determining the net c ost
(inc ome) for pensions inc lude the disc ount rate. Any c hanges in these assumptions will impac t the
c arrying amount of pension obligations.
The Authority determines the appropriate disc ount rate at the end of eac h year. This is the interest
rate that should be used to determine the present value of estimated future c ash outflows expec ted to
be required to settle the pension obligations. In determining the appropriate disc ount rate, the Authority
c onsiders the interest rates of government bonds that are denominated in the c urrenc y in whic h the
benefits will be paid, and that have terms to maturity approximating the terms of the related pension
obligation.
Other key assumptions for pension obligations are based in part on c urrent market c onditions.
5.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Authority’s ac tivities expose it to a variety of financ ial risks: c redit risk and liquidity risk. The
Authority’s overall risk management programme foc uses on the unpredic tability of financ ial markets and
seeks to minimise potential adverse effec ts on its financ ial performanc e. The Authority does not hedge
any of its risk exposures.
Financ ial risk management is c arried out by the financ e department under polic ies approved by the
Governing Board. The Governing Board provides written princ iples for overall risk management, as well as
written polic ies c overing spec ific areas suc h as c redit risk and investment of exc ess liquidity.
Credit risk
Credit risk arises from c ash and c ash equivalents and deposits with banks and financ ial institutions, as
well as c redit exposure to c ustomers, inc luding outstanding rec eivables. The Authority does not have
signific ant c onc entrations of c redit risk. The Authority’s c redit c ontroller assesses the c redit quality of
eac h c ustomer, taking into ac c ount its financ ial position, past experienc e and other fac tors. Individual
risk limits are set based on internal or external ratings in ac c ordanc e with limits set by the Governing
Board. The utilisation of c redit limits is regularly monitored.
For c ash and c ash equivalent balanc es, the Authority’s exposure and c redit ratings of c ounterparties
are regularly monitored and the aggregate value of transac tions spread amongst approved financ ial
institutions. The Authority ac tively seeks to limit the amount of c redit exposure to any one financ ial
institution and c redit exposure is c ontrolled by c ounterparty limits that are reviewed and approved by
the Authority Treasury. For banks and financ ial institutions, only independently rated parties with a
minimum rating of ‘A’ for International and regional banks with a loc al presenc e are ac c epted.
No c redit limits were exc eeded during the reporting period, and the Governing Board do not expec t any
losses from non-performanc e by these c ounterparties.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 December 2018
5. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Liquidity risk
Liquidity risk is the risk that the Authority will not be able to meet its financial obligations as they fall due.
Prudent liquidity risk management includes maintaining sufficient cash balances, and the availability of funding
from an adequate amount of committed credit facilities. Due to the dynamic nature of the underlying
businesses, the finance department maintains flexibility in funding by maintaining availability under committed
credit lines.
Management performs cash flow forecasting and monitor rolling forecasts of the Authority’s liquidity
requirements to ensure it has sufficient cash to meet its operational needs while maintaining sufficient
headroom on its undrawn committed borrowing facilities (Note 25) at all times so that the Authority does not
breach borrowing limits or covenants (where applicable) on any of its borrowing facilities. The Authority's
approach when managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to
meet its liabilities when due, without incurring unacceptable losses or risking damage to the Authority's
reputation.
The table below analyses the Authority’s financial liabilities that will be settled on a net basis into relevant
maturity groupings based on the remaining period at the reporting date to the contractual maturity date. The
amounts disclosed in the table below are the contractual undiscounted cash flows.
Less than 1
year
K

Between 1
and 5 years
K

Over 5 years
K

31,589,142
101,065,871
78,726,300

253,417,675
281,258,901

125,945,885
164,856,798

211,381,313

534,676,576

290,802,683

58,134,326
77,525,483
65,891,389

282,540,956
293,042,647

82,119,818
36,720,938

201,551,199

575,583,603

118,840,756

At 31 December 2018:
- borrowings
- payables
- employee benefits

At 31 December 2017:
- borrowings
- payables
- employee benefits

Capital management
The Authority’s objectives when managing capital are to safeguard the Authority’s ability to continue as a
going concern. Adequacy of the capital of the Authority is maintained by the Authority on a regular basis.
As and when required the Authority will request supplementary funding from the Ministry of Finance.
Fair value measurements
This hierarchy requires the use of observable market data when available. The Authority considers relevant
and observable market prices in its valuations where possible.
Fair value of the Authority’s financial assets and financial liabilities that are measured at fair value
on a recurring basis.
There were no financial assets and liabilities that are measured at fair value on a recurring basis during the
period.
Fair value of financial assets and financial liabilities that are not measured at fair value on a
recurring basis (but fair value disclosures are required)
Except as detailed in the following table, the Directors consider that the carrying amounts of financial
assets and financial liabilities recognised in the financial statements approximate their fair values.
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ZAMBIA REVENUE AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
for the year ended 31 December 2018
20. EMPLOYEE LOANS AND ADVANCES (CONTINUED)
2018
The prevailing interest rates on staff loans were as
follows:
Personal loan
Personal Development loan
House
Car loan
Movement in the impairment allowance
At beginning of year
Amounts written off
Impairment in the current year
Balance at end of the year

%
5
5
5
5

2017

%
5
5
5
5

2018
K

2017
K

510,012

500,000

(443,177)
66,835

10,012
510,012

21. OTHER ASSETS
Funds receivable from Kasumbalesa Concession
Prepayments
Other receivables
Impairment allowance

17,420,690
7,064,080
3,530,067
-

8,193,253
706,067
7,961,245
(29,478)

28,014,837

16,831,087

216,970,265

104,763,479

178,571,324
24,068,499
7,593,270
5,922,076
691,655
51,029
10,000
10,000
10,000
10,000
10,000
8,972
5,890
5,850
1,700

80,927,997
12,606,454
5,639,466
4,793,027
661,636
8,460
10,000
3,246
93,901
7,992
7,200
4,100

216,970,265

104,763,479

The carrying amounts of the other receivables approximate
to their fair values. None of the above assets are past due
or impaired.
The maximumexposure to credit risk at the reporting date
is the carrying value of each class of receivables mentioned
above.
22. CASH AND CASH EQUIVALENTS
Cash at bank and in hand
Held as follows:
Zambia National Commercial Bank
Indo Zambia Bank Limited
Atlas Mara Bank Limited
Bank of Zambia ( Asycuda Fees)
Cash on hand
Bank ABC Limited
Citi Bank Limited
Investrust Bank PLC
First Capital Bank Limited
First Alliance Bank Limited
Cavmont Bank Limited
Stanbic Bank Limited
First National Bank Limited
Standard Chartered Bank Limited
Eco Bank Limited
Total cash and cash equivalents
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