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1. About us 
 

1.1. Executive summary 
 

I have the honour to present to you our August 2016 Monthly Tax Update (MTU) which is designed to 

keep you informed of latest tax issues and to bring value to your business and/or your carrier prospects. 

Through MTUs, we analyse the tax developments to ensure that you, as our most valued client, is kept 

abreast of changes in the tax world. Also it is our major concern to keep you updated with information 

that includes changes in tax and other related laws, courts decisions, announcements and interpretations 

that bring relevancy to your business environment. We also analyse the new and existent laws in order to 

assist you identify some of the pitfalls that you can avoid in your business or practice.   

 

August 2016 MTU Highlights 
Delta Corporation lost a withholding tax case 

Delta Corporation lost a withholding tax case in which they had regarded a distribution of dividend in 

kind as a bonus issue not subject to withholding tax.   

Deductibility of management fees 

Management fee are deductible up to 1% of the total deductible expenses of the taxpayer. However 

prudent taxpayers can still deduct the full amount as long as the fees have been turned into fees for 

specific assignments undertaken as opposed to being treated as a general expenditure.  

Registering your house in the company’s name can result in tax landmines 

The tax land mines arising from registering a house in the name of a company in which the shareholder 

resides has serious tax ramifications according to the new transfer pricing rules.  

VAT deregistration and pitfalls 

With the economy shrinking every day, business closures and downsizings or curtailments are more 

prominent these days and this may necessitate VAT deregistration. Taxpayers ought to be advised to be 

more careful whenever they wish to deregister for VAT or to remain registered notwithstanding the fact 

the sales have dropped below the registration threshold.  

No input tax to be claimed on passengers motor vehicles 

A South African operator lost a VAT input tax claim after it deems Mercedes 115 CDI Crew Cab to be 

used in business to produce taxable supplies. The court ruled that the vehicle was a PMV and hence input 

VAT disallowed, notwithstanding the vehicle is used to produce taxable supplies. 

SA proposing 20% sugar tax to fight off obesity 

SA is proposing sugar tax on sugar sweetened beverages (SSBs) as a measure to fight off the rising 

obesity in that country. However this is not without a fight from suppliers of these products.  

 

Yours faithfully 

 

Marvellous Tapera +263 772 349 740  

Managing Director- Tax Matrix (Pvt) Ltd 
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1.2 Disclaimer 
 

The information contained in this MTU is for general guidance only and is not intended as a substitute 

for specific advice in considering the tax effects of particular transactions. Whilst a lot of care has been 

taken in the compilation of the information and opinions contained in this publication, no liability is 

accepted for the consequences of any inaccuracies contained in this guide. The information does not 

constitute a legal advice nor can it be relied on in any dispute with the tax authorities and shall not 

constitute any legal or tax opinion in this or any jurisdiction.   

 

The analysis contained in this MTU is based on the current legal framework which is subject to change 

and Tax Matrix (Pvt) Ltd or its employees assume no obligation to update or otherwise revise the 

materials contained in this or any of its MTUs. In making their considerations, recipients or people with 

access to the MTU are advised to make their own independent assessments, and, in this regard, to consult 

Tax Matrix or their own professional advisors before taking any action. The information and opinions 

contained in this MTU is valid as at the date of uploading on the website, preparation or compilation, any 

of its contents may be subject to change without notice.  

 

The information contained and opinions contained in this MTU are for the purpose of general 

information (“the purpose”) and for no other purpose.  The company disclaims any responsibility for the 

use of the information contained herein for a different purpose or context. 

 

The information contained and opinions contained herein must not be copied, published, reproduced or 

distributed in whole or in part to others at any time by the recipients. Tax Matrix (Pvt) Ltd retains all 

intellectual copyright information contained and opinions contained in this MTU.  Recipients should 

seek the written permission of the company before distributing copies of information and opinions 

contained in the MTU to third parties. 
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1.3 Tax Matrix news and developments 

 
1.3.1 Subscriptions to MTUs  
 

With effect from 1 August 2016 our MTUs are accessible only to subscribed members. Below are the 

subscriptions options. Kindly refer this to a friend or colleague. 
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1.3.2 Tax Matrix’s office and telephone numbers 
 

We are proud to inform you that Tax Matrix (Pvt) Limited has relocated to No 46 Van Praagh Avenue 

Milton Park Harare Zimbabwe. Our telephone lines are +263 4 252816 or +263 4 252850. Our office is 

in line with our in-house module based courses strategy and our on-going internship programme as it 

provides more space to undertake these services.  
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1.3.3 Tax Matrix Publications 

We are proud to inform you that we have the following books in stock which you can buy at our offices 

at No 46 Van Praagh Avenue Milton Park Harare. We deliver through DHL and Swift to those who are 

outside Harare upon you paying the delivery charges.   

 

                                  
 

                                                                          

                                 . 

 

 

For orders please contact Roseline on +263 775 911 538 or +263 4 252816 or +263 252850 visit us at 

our offices No 46 Van Praagh Avenue Milton Park Harare Zimbabwe. 

 

 

 

 

 

 

 

 

 

 

 

$ 14 (Exc 

VAT) 

$30 (Excl 

VAT) 

$35 (Excl 

VAT) 

$ 60 (Excl 

VAT) 
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1.3.4 Module Based Courses (MBC)  
 

Are you a young entrepreneur, a manager, a lawyer, a doctor, an independent practitioner or self-

employed, tax consultant, finance or human personnel, etc. and wishing to upgrade your tax knowledge 

or enhance your tax compliance? Join Tax Matrix Module Based Academy short courses today. 

 

Our short courses are held fortnightly on Fridays at our offices starting at 1.30 pm and ending at 4.30 pm 

(Zimbabwean time). The investment is only US$40 per session. Every session has 3 hours CPD points.   

 

Course 

no 

Course Course content Date 

5.  Transfer pricing- 

Introduction 

Transfer pricing legislation was enhanced early this year with 

the introduction of transfer price methods. In this session we 

introduce the legislation and discuss the various transfer price 

methods. 

16 September 

6.  Transfer pricing This session is a follow up on the previous course but focusses 

on advanced transfer pricing principles. We discuss the arm’s 

length, intragroup services, documentation and the penalty 

regime for non-compliance with the arm’s length among other 

matters. The course is meant to prepare you for next year’s 

ZIMRA audits on transfer pricing. 

30 September 

7.  Transfer pricing We further discuss the transfer pricing rules by considering this 

issue from customs valuation perspective and also touch on 

other matters linked to transfer pricing such as general anti-

avoidance, thin capitalisation and income splitting and 

associate transactions. 

14 October 

8.  Employment tax This course deals with the taxation of employees, self-

employed and non-executive directors. It deals with the 

taxation of fringe benefits. Other employment related matters 

such as immigration issues are also discussed. 

28 October 

9.  Income tax In preparation for year end, we bring you a course on income 

tax matters. The course discusses the general gross income 

principles relating to recoupments, leases, creditors concessions 

among other related matters. 

11 November 

10.  Income tax This course completes the discussion on income tax by 

discussing the general principles in relation to deductions. We 

cover capital allowances, general deductions, prohibited 

deductions, thin capitalisation rules, leases among other 

matters. 

25 November 

11.  Capital gains, 

estate and trust 

matters 

Tax planning is fundamental to the legacy that you can leave 

for your children or grandchildren. To help you with this cause 

we discuss the capital gains, estate and trust principles and how 

these three interact for purposes of estate planning 

8 December 
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2. Legislation 

 
2.1     Acts 
 

Nothing to report  

 

2.2      Statutory Instruments 
 

2.2.1 Omnibus and Haulage operators to apply for their Public Service Vehicles 

licenses through ZIMRA. 

Background 

 

The Zimbabwe Revenue Authority acts as an agent of the State in assessing, collecting and enforcing the 

payment of all revenues. Based on this role, the Minister of Transport and Infrastructural Development 

has in terms of section 52 of the Road Motor Transportation Act shifted the collection of fees from this 

board to ZIMRA to maximize revenue collection through the enforcement of licence fees collection 

strategies. This is part of the single window programme to have one stop shop in a bid to promote easy of 

doing business in Zimbabwe. 

 

The law and interpretation 

 

The Minister of Transport and Infrastructural Development has in terms of s52 of the Road Motor 

Transportation Act [Chapter 13:15] made the regulation to regulate this sector. These regulations may be 

cited as Road Motor Transportation (Public Service Vehicles) (Amendment) Regulations, 2016 (No 19). 

The Road Motor Transportation (Public Service Vehicles) Regulations, 1998 published in the Statutory 

Instrument 143 of 1998, are amended in section 28 by the insertion of a new subsection which appoints 

the Zimbabwe Revenue Authority to collect fees from the transport operators. This has been established 

in terms of the Revenue Authority Act [Chapter 23:11]. 

 

Previously Public Transport Operators applied and renewed their Public Service Vehicles (PSV) 

operators’ licences and route authorities through the Ministry of Transport and Infrastructural 

Development. Public Service Vehicle is a vehicle which carries members of the public or passengers i.e. 

provide transport services. The vehicle can also be designed to carry goods. All the payments, 

applications, submissions and collections of licences were processed through this ministry. The Statutory 

Instrument 91 of 2016 directs operators of (PSV) to pay the application or renewal fees to ZIMRA. The 

new law does not imply the increase of registration fees, but only announce where the fees are to be paid 

to. The fees according to section 38 are as follows: 

 

Application for local operator's licence 

    
Application US$ 

Fee 

Licence fee per 

vehicle 

Per year US$ 

1a Application for an operator’s Licence (form RMT 5) 50 25 

1b Application for route Authority ( forms RMT 7 and 8) 60 25 

2a Application for route Authority (forms RMT 7 & 8 ) 50 25 

2b Application for duplicate route Authority ( forms RMT 7&8) 50 25 
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Application for a foreign operator's licence 

  Application fee US$ Foreign licence fee US$ 

(a)    14 days validity period— 100 400 

(b)    28 days validity period— 150 500 

(c)    42 days validity period— 200 600 

(d)    56 days validity period— 250 700 

(e)    70 days validity period— 300 800 

(f)    84 days validity period— 350 900 

  

What is the implication to your business practice? 

 This new system enables ZIMRA to keep track of cars, especially those that would have been 

smuggled and further ensures the collection of presumptive taxes and licences fees are done at once. 

This is part of the single window aimed at easy of doing business in Zimbabwe.  

 It is not clear whether application forms for operators’ licence and route authority are still submitted 

and processed by the Ministry of Transport and Infrastructural Development or by ZIMRA. 

 By allowing ZIMRA to collect application fees for operators’ licences gives ZIMRA an opportunity 

to identify vehicles which are not paying presumptive tax and may reject processing of the licences 

to defaulters.  Hence this will force operators to be tax compliant and improve tax revenues. 

 To operators the new law means they would be able to perform their services under one roof. 

 

2.2.2 Fertilizer, Farm Feeds and Remedies (fees) Regulations 
 

Background 

 

Most of Zimbabwe’s border posts are characterized by long queues, delays, and both traffic and human 

congestion. Honorable Minister Chinamasa retailed this during the presentation of 2016 end of the year 

budget presentation he said: “Mr. Speaker Sir, the Beitbridge Border Post is one of the busiest inland 

ports in Sub-Saharan Africa… As a result, significant volumes of traffic, averaging 500 vehicles and 

10,000 travellers pass through the Port on a daily basis. Bona fide travellers are, thus, experiencing 

serious inconveniences taking an average of 6 to 18 hours to complete immigration and customs 

formalities. It also takes about 3 days for commercial traffic to be cleared. Whereas the Border Post 

should facilitate trade, the delays in clearance of cargo and travellers have however, resulted in increased 

cost of doing business and ultimately the cost of goods and services”. In a bid to address and alleviate 

these issues the government is in the process of upgrading all its Border Posts at the same time capacitate 

the Revenue authority in revenue collection. This can be achieved through the implementation of the 

Single Window concept as per [Chapter 23:04] of the Finance Act Section 47A which authorizes 

ZIMRA to collect inspection fees for fertilizer in transit or imported into Zimbabwe. 

The law and interpretation  

The Minister of Agriculture, Mechanization and Irrigation Development has, in terms of s21 of the 

Fertilizer, Farm Feeds and Remedies Act [Chapter 18: 12], has amended the Fertilizer, Farm Feeds and 

remedies (Fees) Regulations, 2016 by authorizing ZIMRA to collect any fees, specified in the Schedule, 

in terms of the Zimbabwe Revenue Authority established in terms of the Revenue Authority Act 

[Chapter 23:11], or any other agent designated by the Minister. The Authority or any other designated 

agent shall remit fees collected in terms of these regulations to the Ministry. The inspection fee (in-

transit) of $ 20.00 shall be collected from fertilizer importers. 



 

Page 10 of 31 
 

 

This regulation establishes a system in which inspection fee (in-transit) for fertilizers are paid through 

ZIMRA. It authorizes ZIMRA to collect these payments. SI 83 of 2016 directs fertilizer importers or in 

transit to pay inspection fee of $20 at the port of entry. This system permits the trader or transporter to 

submit all the data needed for determining admissibility of the goods in a standardized format only once 

to the authorities involved in border controls and at a single portal or one stop boarder post. 

 

What is the implication to your business practice? 

 Collection of inspection fee for fertilizers by ZIMRA may reduce congestion on ports of entry which 

makes it easy for business operation in and outside Zimbabwe. 

 ZIMRA may however face challenges in reconciliation of beneficial funds since it has to remit taxes 

to the relevant ministry i.e. Ministry of Agriculture, Mechanization and Irrigation Development. 

 The SI only gazetted fee for inspection of fertilizers at boarder post and yet the registration fees for 

fertilizers and farm feeds are still expressed in Zimbabwe dollar see SI 184 of 1996. 

 The single window is a trade facilitative measure. It permits the trader or transporter to submit all the 

data needed for determining admissibility of the goods in a standardized format only once to the 

authorities involved in border controls and at a single portal which increase business efficiency. It 

eliminates the need for the trader or transporter to submit the same data to several different border 

authorities or agencies. 

  

2.3      Bill Watch 
 

Nothing to report 
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3 Court cases & Appeals 

 
3.1  Court cases 

 
3.1.1 No input tax claim on PMVs no matter what the car is used for  

 

Case RTCC v The Commissioner For The South African Revenue Service (Case No. 

VAT 1345) 

Summary  ZTCC acquired Mercedes Ben 115 CDI Crew Cab Vehicle on which it claimed 

input VAT on the basis that it was used in the production of taxable supplies.  

 ZTCC used the vehicle in the courier industry to transport goods. 

 SARS disallowed the input tax citing that the vehicle was a passenger motor 

vehicle notwithstanding the fact that it was used to transport goods. 

 ZTCC unsuccessfully objected to the assessment and thereafter appealed to the 

Tax Court, Cape Town 

 The issue was whether RTCC qualified for an input tax deduction on acquired 

Mercedes Ben 115 CD1 Crew Cab Vehicle which it was using to transport goods  

Jurisdiction The Court of South Africa (Cape Town) 28 July 2016  

Decision  That SARS is correct in disallowing the input tax claim, the vehicle in question is 

motor car as defined under s 1 of the VAT Act 

 That the appeal is dismissed with no order as to costs 

 

What were the issues? 

 

 Whether RTCC qualified for an input tax deduction on acquired Mercedes Ben 115 CDI Crew Cab 

Vehicle which it was using to transport goods   

 

 
 

What were the facts?  

 

 RTCC, a Close Corporation and vendor carried on business in the courier industry. 

 The corporation was audited by SARS during July 2011 to August 2011 tax periods. The audit 

revealed that it claimed input tax in respect of the acquisition of a 2007 Mercedes Benz 115 CDI 

Crew Cab vehicle (‘the vehicle’). 

 The claim was made on the basis that it was acquired for the purposes of making taxable supplies.  

 The CSARS disallowed the claim on the basis that the vehicle was a ‘motor car’ as defined in s 1 of 

the VAT Act and accordingly input tax incurred on acquiring motor cars is disallowed. 

 RTCC objected to the assessment on basis that the motor car under dispute is not the one on which 

input VAT claim is disallowed. It appealed to the Tax Board which rejected its appeal and upon 

which it appealed to The Court of South Africa (Cape Town).   
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What were the arguments? 

 

The Taxpayer 

 

 That it used the vehicle solely in the courier business to deliver goods and not passengers and that the 

characteristics of the vehicle show that it was constructed mainly for the transportation of goods.  

 That this is supported by the fact that the vehicle has one row of seating to accommodate people who 

would help with the delivery of parcels or other goods (loading or offloading).   

 That the driver is not a passenger and therefore the floor space that the driver takes up should not 

form part of any measurement used in the test of what the motor vehicle is. 

 That in any case the floor area should not be the test; the test should be the load capacity and that is 

weighted towards the carriage of goods.  

 That there are Mercedes 115 crew cabs that are designed for the carriage of passengers and these 

have windows all around, more comfortable seats, carpeting and an air condition throughout.  

 That the seats are different from the passenger vehicle in that they are utilitarian when compared to 

the passenger vehicle and no passengers were ever transported.  

 That it carried cargo and has used the seats at the back to load goods for carriage.  

 That the crew cab looked like a total load area and was conducive for carrying large goods.  

 That there were seats behind the front seat and these are “utilitarian”.  

 

The Commissioner General 

 

 That the characteristics of the vehicle in question show that it was constructed mainly for the carriage 

of passengers, because of two rows of seating for passengers, with access to the second row available 

through a dedicated, windowed, sliding door on each side.  

 That the two rows of seating proved that the conveyance of passengers was the intention as opposed 

to the transport of labour purely for the purpose of attending to cargo.  

 That should the vehicle been constructed mainly for the carriage of goods or cargo, the access doors 

would not have had windows and these were in place to allow passengers a view out of the vehicle. 

 That the area occupied by the two rows of seats is to be regarded as the passenger area of the vehicle, 

with the residual space, apart from the engine compartment, regarded as the cargo area 

 That because of this it will be indisputable that the passenger area is larger than the cargo area. 

 

What were the legislations or judicial precedents considered? 

 

Legislation considered 

 

 Section 17 (2) (c) of the VAT Act stipulates as follows: 
 

‘17 Permissible deductions in respect of input tax 

Notwithstanding anything in this Act to the contrary, a vendor shall not be entitled to deduct from the sum of the 

amounts of output tax and refunds contemplated in section 16 (3), any amount of input tax  

(a) … 

(b) … 

(c) in respect of any motor car supplied to or imported by the vendor: Provided that –  

(i) this paragraph shall not apply where that motor car is acquired by the vendor exclusively for the 

purpose of making a taxable supply of that motor car in the ordinary course of an enterprise 

which continuously or regularly supplies motor cars, whether that supply is made by way of sale 

or under an instalment credit agreement or by way of rental agreement at an economic rental 

consideration; 

(ii) for the purposes of this paragraph a motor car acquired by such vendor for demonstration 

purposes or for temporary use prior to a taxable supply by such vendor shall be deemed to be 

acquired exclusively for the purpose of making a taxable supply; and 

(iii) this paragraph shall not apply where – 
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(aa) \*that motor car is acquired by the vendor for the purposes of awarding that motor car as a prize 

contemplated in section 16 (3) (d) in consequence of a supply contemplated in section 8 (13); or  

(bb) the supply of that motor car is the ordinary course of an enterprise which continuously or 

regularly supplies motor cars as prizes to clients or customers (other than to any employee or 

office holder of the vendor or any connected person in relation to that employee, office holder or 

vendor) to the extent that it is in consequence of a taxable supply made in the course or 

furtherance of an enterprise;…’ 

 

 Section 1 of the VAT Act  defines a motor car as follows: 

 
“motor car includes a motor car, station wagon, mini bus, double cab light delivery vehicle and any other 

motor vehicle of the kind normally used on public roads, which has three or more wheels and is constructed or 

converted wholly or mainly for the carriage of passengers,  but does not include 

(a) vehicles capable of accommodating only one person suitable for carrying more than 16 persons; 

(b) vehicles of an unladen mass of 3500 kilograms or more; 

(c) caravans and ambulances; 

(d) vehicles constructed for a special purpose other than the carriage of persons and having no 

accommodation for carrying persons other than such as is incidental to that purpose; 

(e) game viewing vehicles (other than sedans, station wagons, minibuses or double cab light delivery 

vehicles) constructed or permanently converted for the carriage of seven or more passengers for game 

viewing in national parks, game reserves, sanctuaries or safari areas and used exclusively for that 

purpose, other than use which is merely incidental and subordinate to that use; or 

(f)  vehicles, constructed as a permanently converted into hearses for the transport of deceased persons 

and used exclusively for that purpose; …” 

 

Cases Considered 

 

 ITC 1596 (1995) 57 SATC 341(T) 

 ITC 1693 

 

What is the Court`s reasoning and decision? 

 

 That in term of s17 (2) (c) of the VAT Act input tax is not claim on acquired or hired ‘motor car’. 

 That is not in dispute that the RTCC’s vehicle is not a station wagon, mini bus or a double cab light 

delivery vehicle but the kind normally used on public roads, which has three or more wheels. 

 That the purpose for which the vehicle was purchased for or is used for is irrelevant 

 That RTCC had the onus to show that the vehicle is not wholly or mainly constructed for the carriage 

of passengers and has not discharged this onus except to state that the car was used to carry goods 

 That the usefulness presented by the design of the seats and the styling thereof as well as the alleged 

discomfort that passengers who use the seats might experience than in an ordinary motor car are all 

inconsequential and that such factors do not detract from the fact that the vehicle was constructed 

mainly for carriage of passengers if one were to apply the objective test.    

 That if the area concerned can be used to load passengers, it would be regarded as a space for the 

seating of passengers regardless of it being used to carry cargo and that as stated in ITC 1693 the fact 

that the back seats may not be as comfortable as those in a normal vehicle did not alter the purpose 

for which the motor vehicle was designed.   

 That it was held in ITC 1596 that in order to determine whether the vehicle is intended mainly to be 

more than 50% for the carriage of passengers, the following factors must be taken into account: the 

total construction, assembly, appearance, space or surface of the vehicle.  

 That in that case the court held that the objective facts showed that the vehicle in question which was 

a Nissan Double Cab had indeed been constructed and designed for the carriage of passengers and 

that was the decisive objective test. It is irrelevant for what purpose the car is purchased or used for.  

 That the SARS Interpretation Note 82 expands on the objective test to require a one dimensional 

measurement of the length of the area designed for the carriage of passengers in relation to the 

dedicated loading space in a vehicle.  
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 That in applying the objective test; one must determine which area measures more in length; the 

passenger area or the dedicated loading space (ignoring the engine area).  

 That where a vehicle has areas within it that serves a dual purpose of providing both loading and 

passenger space (that is, fold-up seats that provide a loading area when folded up), because the area 

can be used to accommodate passengers, that space is regarded as passenger area. 

 That Mercedes has the greater part of its space designed for the carriage of passenger compared to 

the space reserved for the carriage of the goods i.e. about 58% of the floor area and hence it’s meant 

for carriage of passengers in accordance with the SARS Interpretation Note 82.  

 That RTCC was not unreasonable to bring this matter before the court; accordingly the appeal is 

dismissed with no order as to costs notwithstanding RTCC had agreed to meet SARS’ costs.       

 

What is the impact of the decision on your business or practice? 

 

 South Africa’s law on denial of input tax on motor cars is identical to ours. Our s16 (2) (d) of the 

VAT Act (Chapter 23:12)) prohibits the claiming of claim of input tax on cost of acquired or hired 

motor vehicle, unless the vehicle is a commercial vehicle used in the production of taxable supplies, 

the vehicle is acquired by a motor dealer in the ordinary course of its trade or acquired by a motor 

dealer for demonstration purposes or for temporary use prior to its resale. 

 Section 18 of the VAT Regulations, 2003 (SI273 of 2003) defines a motor vehicle as excluding the 

one defined under para 14 of the 4th Schedule to the Income Tax Act (Chapter 23:06) i.e. a PMV. 

 Meanwhile, para 14 of the 4th Schedule to the Income Tax Act (Chapter 23:12) defines a PMV as 

any motor vehicle propelled by mechanical or electrical power and intended or adapted for use or 

capable of being used on roads mainly for the conveyance of passengers, including an estate car, 

station wagon, van or similar vehicle. It however does not include a vehicle used wholly or almost 

wholly for the conveyance of passengers for gain, a vehicle used by hotels to convey their guests, a 

vehicle with seating capacity of 15 or more passengers, excluding the driver of the vehicle and a 

vehicle acquired by lessor for purposes of lease under a finance lease. 

 Thus, it’s not what you use the vehicle for that determines whether or not the input tax is claimed but 

whether or not the vehicle is a passenger motor vehicle. For example a pickup truck would still 

qualify for input tax claim notwithstanding it is being used to transport passengers. 

 However, whether or not a vehicle is a PMV, an operator who produces taxable supplies must 

account for output tax on motor vehicles granted to its employees as fringe benefit. 

 Therefore taxpayers wishing to claim input tax may consider buying single cabs for their employees.  

 The importance of preparedness and knowledgeable of the tax law is critical in wining tax cases. A 

party to a dispute who understands the law, prepared and with the most convincing facts often wins 

court cases. For example SARS knew the law and in addition it had diagrams, dimensions and 

photographs of the vehicle. Unfortunately RTCC had none of them.  

 You need be conversant with the tax law in order to minimise costs that may arise as a result of 

wrongful appeal. If you are not, consider hiring an expert to represent you. 

 It’s unfortunate that because of self-interest some experts are not very honest to their clients and 

often insist clients proceed with the court case when in fact they know the facts are baseless. To 

guard against seek more than the opinion of one expert before proceeding with the court case. You 

are also advised not to engage your current (sitting) advisors; they are unlikely to be objective for 

fearing of advising against themselves.  

 You may also consider asking your expert signing a liability clause before you engage him/her. This 

may allow your claim from him/her any costs that you may suffer as result of the advisor acting 

recklessly or misrepresenting you.   

 Meanwhile, engaging experts will ensure there is equality of arms because in most cases revenue 

authorities are represented by persons (admitted advocate or attorney) knowledgeable of the tax law.    

 Whilst the sale or supply of assets previously used in the production of taxable supplies (provided 

input tax was claimed on such asset) are subject to output tax, a disposal or sale of a PMV is not 

subject to output tax because input tax was not claimed on it. 
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3.1.2 Delta Corporation lost a withholding tax case  
 

Case Delta Corporation Ltd v ZIMRA (Case No. 15-HH-621) 

Summary  The case involved dividends issued by Delta Corporation (Delta) to some of its 

shareholders in the form of bonus shares upon which no tax was deducted. 

 Delta was basing its decision not to deduct tax on a letter written by Deloitte and 

Touche’ (Deloitte) which the Commissioner of Taxes (COT) replied confirming 

no tax was deducted on the purported bonus shares   

 10 years later ZIMRA wrote to Delta asking  it to withhold tax on scrip dividend 

for the previous 3 years arguing that the “bonus shares” were not bonus shares in 

the true sense but were dividends 

 Delta objected citing that the 1996 letter written to Deloitte was binding on 

ZIMRA since the letter came from ZIMRA and hence this court case  

Jurisdiction The High Court  Harare , 23 January and 14 July, 2015 

Decision  That the letter by Deloitte did not constitute an advanced ruling for lacking some 

of the essentials of an advanced ruling 

 That even if the letter met the essentials of a tax ruling it would still be 

disqualified as such because s5(3) of the 4th schedule to the Revenue Authority 

Act (RAA) provides that any income tax ruling made prior to 1 January 2007 is a 

non-binding private opinion and not binding the Commissioner   

 That also, the dividend in question could not be a bonus shares since bonus shares 

are paid out of undistributed profits  

 That notwithstanding the above, the election by shareholders for bonus 

shares precedes dividend declaration and thus tax is due on declaration and 

what happens to the dividend thereafter is irrelevant for taxation purposes 

 That the appeal is dismissed with no order as to costs 

 

What were the issues? 

 

 Whether shareholders who opted for shares as opposed to cash dividend upon declaration of dividend 

and receiving bonus shares are subject to withholding tax on the bonus shares   

 

What were the facts?  

 

 In 1996 Deloitte wrote to the COT seeking clarity whether a company declaring a dividend and some 

of its shareholders opting to receive dividend in the form of bonus shares as opposed to cash 

dividend, such issue would be exempted from withholding tax. 

 The COT wrote back confirming no dividend has been paid and the shares are bonus shares. This 

was capitalisation of the company profits and no withholding tax was payable. 

  Delta acting on ZIMRA reply did not withhold tax on the “bonus shares”   

 10 years later ZIMRA wrote to Delta  asking  it to withhold tax on scrip dividend for the previous 3 

years arguing that the “bonus shares” were not bonus shares in the true sense but were dividends 

 Delta objected citing that the 1996 letter written by Deloitte was binding on ZIMRA since it was 

ZIMRA which issued the ruling when it replied Deloitte’s letter. 

 On appeal ZIMRA argued that the letter did not amount to a tax ruling and that the ruling in any 

event was made to Deloitte not to Delta. 

 

What were the arguments? 

 

The Taxpayer 

 

 That in 1996 the COT had given a ruling upon the strength of which it had acted upon 
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 That such ruling is binding on the Zimbabwe Revenue Authority (current CG). 

 That the letter by the COT amounts to an advance tax ruling which binds ZIMRA and that the 

benefits which are derived from the 1996 letter to Deloitte accrue to it as well. 

 That a scrip dividend is equivalent to a bonus share which type of share is not subject to income tax 

in terms of the 9th and 15th Schedules to the Income Tax Act [Chapter 23:06].  

 That a scrip dividend is incorporeal property in lieu of cash.  

 That it would not be proper for ZIMRA to demand arrear taxes from it when it acted in accordance 

with the instructions of the COT.  

 That based on Commissioner of Taxes v Astra Holdings (Pvt) Ltd 2003 (1) ZLR 417 (S) the taxing 

authority is required at law to act fairly towards both the taxpayer and the fiscus.  

 That it has acted on the strength of the COT’s ruling and requiring it to pay withholding tax going 

three years back would be unfair.  

 

The Commissioner General 

 

 That a scrip dividend is not the same as bonus shares and for that reason is not exempt from tax and 

shareholders are liable to pay tax on their dividends.  

 That tax was due and payable since a scrip dividend was a dividend and not bonus shares.  

 That the COT letter’s to Deloitte in 1996 did not amount to a tax ruling, but rather it was just a 

confirmation of a position as perceived by Deloitte.  

 That if any benefit is to be derived from the said letter, they can only accrue to Deloitte and not Delta 

since Delta was not privy to the communication or transaction between Deloitte and the COT  

 

What is the Court`s reasoning and decision? 

 

 That whether the letter from the COT constitutes a tax ruling reference should be made to the 4th 

Schedule to the RAA which defines an advanced tax ruling as “a written statement in the form of a 

binding general ruling, binding private ruling and binding class ruling issued by the Commissioner-

General regarding the interpretation or application of the relevant Act”.  

 That para 2(2) of the 4th Schedule to the RAA provides that an application must state the following 

minimum information— 

(a)    the applicant’s name, postal address and telephone number; and 

(b)    the name, postal address and telephone number of the applicant’s representative, if any; and 

(c)    a complete description of the proposed transaction in respect of which the ruling is sought; and 

(d)    a complete description of the impact the proposed transaction may have upon the tax liability 

of the applicant or, where relevant, any connected person in relation to the applicant, including any 

and all relevant information regarding the financial or tax implications of the proposed transaction; 

and 

(e)    a complete description of any transactions entered into by the applicant prior to submitting the 

application or that may be taken after the completion of the proposed transaction which may have a 

bearing on the tax consequences of the proposed transaction or may be considered to be part of a 

series of transactions involving the proposed transaction; and 

(f)    the proposed ruling being sought; and 

(g)    a citation of the relevant statutory provisions or issues; and 

(h)    the reasons why the applicant believes that the proposed ruling should be made; and 

(i)    a statement of the applicant’s interpretation of the relevant statutory provisions or issues, as 

well as an analysis of any relevant authorities either considered by the applicant or of which the 

applicant is aware, whether those authorities support or are contrary to the proposed ruling being 

sought; and 

(j)    a statement to the best of the applicant’s knowledge that the same or substantially the same or 

substantially similar issue upon which a ruling is sought is not the subject of an audit, examination, 

investigation, ruling, application, objection and appeal, or other proceeding currently before the 

Commissioner- General or the courts involving the applicant or a connected person in relation to the 

applicant; and 
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(k)    a draft version of the binding private ruling or binding class ruling to be issued; and 

(l)    a description of the information that the applicant believes should be deleted from the final 

ruling before the publication of the ruling in order to protect the applicant’s confidentiality; and 

(m)    the applicant’s consent to the publication of the ruling by the Commissioner-General. 

 That all the requirements must be present for any enquiry to be classified as an application for a tax 

ruling and once one or more essentials is missing the application ceases to be a tax ruling and any 

correspondence from the taxing authority cannot be construed as a tax ruling.   

 That Deloitte’s letter to the COT did not satisfy the requirements (e) to (m) above. 

 That even if the letter was to meet the essentials of an advance tax ruling it would still not bind the 

CG because of s5 (3) of the 4th Schedule to the RAA which reads as follows:- 

“(3) Any written statement issued by the Commissioner-General interpreting or applying the Income 

Tax Act [Chapter 23:06] prior to the 1st January, 2007, or any other relevant Act prior to the 1st 

January, 2009, is to be treated as and have the effect of a nonbinding private opinion, unless the 

Commissioner-General prescribes otherwise in writing”. 

 That the ruling by operation of law became a non-binding private opinion, as the CG has not directed 

otherwise and that a non-binding private opinion is defined in s 1 of the 4th Schedule to the RAA as 

follows: 

“non binding private opinion” means a written statement issued by the Commissioner General in 

response to an enquiry by a person in order to provide the person with informal guidance in respect 

of the tax treatment of a particular set of facts and circumstances or transaction, but which does not 

have a binding effect”. 

 That the RAA makes it clear in s 5(2) of the 4th Schedule that a nonbinding private opinion may not 

be cited in any proceedings before the CG or the courts “other than a proceeding involving the 

person to whom a nonbinding private opinion was issued”.  

 That the Deloitte’s inquiry was not made in a representative capacity, and hence if the COT’s reply 

was a tax ruling only Deloitte may rely on it and not Delta. 

 That where a ruling is intended to benefit a certain class of persons a description of the class 

members concerned must be made by the applicant and yet none was made in the Deloitte’s letter. 

 That Delta’s insistence on its position on the point can only be regarded as having been frivolous, 

which frivolity, extending as it does to the rest of Delta’s submissions, inevitably has to be visited by 

an appropriate order of costs.  

 That dividends for the purposes of shareholders’ taxes are defined in terms of the 9th and 15th 

Schedules to the Income Tax Act as follows:- 

“‘dividend’ means any amount which is distributed by a company to its shareholders…”.  

 That the most important principle reading from the section itself makes Deloitte’s letter to the COT 

fault because it speaks to the state of the transaction involved i.e. it says in part ‘….where a company, 

in declaring a dividend, allows…’  

 That the very act of declaring a dividend is distribution of an amount to the shareholders and at that 

stage tax becomes payable notwithstanding the election to be made by shareholders thereafter. 

 That by then, taxes would already have accrued by operation of law since a dividend would have 

already been declared because the act of declaring a dividend is not linked to the choice the 

shareholders are given in whether to accept cash or take a scrip dividend.  

 That the election precedes dividend declaration and hence tax is due on declaration and what 

happens to the dividend afterward is irrelevant for taxation purposes. 

 That this position is buttressed by s1 (2) under both the 9th and 15th Schedules to the Income Tax Act, 

which provides “A dividend shall be deemed to be distributed when it is paid to the shareholder, 

credited to his account or so dealt with that he becomes entitled to it, whichever occurs first”. 

 That the question whether Delta capitalised its profits can only be determined by having due regard 

to the circumstances surrounding the transaction (Benjamin J in Wilson v Commissioner for Inland 

Revenue 1926 CPD 63 70) 

 That for the shares to be considered bonus shares, there must have been a capitalisation of the 

undistributed profits at the instance of the company.  

 That once a dividend is paid out and the shareholder is given the option to use such cash dividend to 

buy more shares, such shares so bought are not bonus shares.   

dps://ZS@2306/
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 That the letter by Deloitte is clear in its tenor in that the choice is given to the shareholder whether to 

take the dividend in cash or in shares and nothing stops the company from distributing the dividends 

in cash or shareholder from accepting some of the dividend in cash and the other part in shares.  

 That the intention of the company is paramount here; it was to distribute dividends to its members. 

 That it then gave the members a choice of accepting either cash or shares and that the scrip dividend 

in this case does not cease to be a dividend.   

 That the submission by Delta that the ‘the company’s accumulated profits have, as a matter of 

accounting practice, therefore been capitalised and thus the shareholder has received nothing out of 

the assets of the company for his separate use and benefit’ cannot be correct.  

 That the election to receive shares in lieu of a cash dividend in itself is a purchase of shares and this 

choice shows that the profits have been distributed and the shareholder has elected to use his dues to 

buy more equity.  

 That since a shareholder who accepts the dividend in cash is liable to pay tax, the fact that another 

has elected to deal with their dividend in a different manner does not make the dividend so received 

and utilised any less a dividend.  

 That the mere declaration of a dividend payable means that such dividend ceases to be part of the 

company’s assets and the shareholder can use it as he or she pleases making the contents of the letter 

by the COT to Deloitte incorrect at law.  

 That equally untenable is the argument that a scrip dividend is not a dividend in that it is not an 

‘amount distributed by a company to its shareholder.’  

 That the election only arises after the dividend is declared, the default position is that the dividend 

will be paid out in cash, when a shareholder elects to have shares, it means he/she swapped his/her 

cash dividend for shares and the cash dividend which finances the purchase of shares in an ‘amount.’  

 That as opposed to a scrip dividend, ‘bonus shares’ are shares which are given out by the company to 

its shareholders on a pro-rated basis and paid from the company’s undistributed profits.  

 That the intentions of Delta are clear, there was no scheme of the capitalisation of capital going on.  

 That the shareholders were given an election which they duly exercised and this is distinctly different 

from capitalisation of undistributed profits.  

 That ‘bonus shares’ are fully paid up using the company’s reserve undistributed profits and thus  

bonus shares cannot arise where such shares are paid for by proceeds from a dividend.  

 That the COT was incorrect in saying that in a script dividend situation, there is no distribution of 

profits and no property is passed from the company to the shareholders.  

 That in a scrip dividend scenario, it is the individual shareholder who invests his dividend by 

purchasing more shares, whereas a bonus share arrangement; it is the company which pays for shares 

from the undistributed reserve profits and distributes the same to the members on a pro-rated basis.  

 That where a dividend is declared, the shareholder becomes entitled to it and tax is due at that point 

and the choice to take a scrip dividend can only be made after such tax is due by operation of law.  

 That regarding the retrospective effect of the COG’s measures, the revenue authority is not entitled at 

law to give anyone unlawful tax breaks and prejudice the fiscus.  

 That where the revenue authority has made an error, it is allowed to rectify it, even retrospectively.  

 That ZIMRA is not precluded from assessing a tax legally due only because the taxpayer has relied 

upon ZIMRA’s predecessor’s prior mistaken view of the law.  

 That it was held in Dixon v United States 381 U.S. 68 (1965), that the Commissioner is allowed to 

correct his/her mistake of law in retrospective despite a taxpayer having relied on such mistake and 

this principle is embedded in the fact that Parliament not the Commissioner, prescribes tax law. 

 That the argument by Delta that the decision to have it pay withholding tax for the three prior years 

is unlawful is untenable since it is incorrect it require ZIMRA to continue acting unlawfully in order 

that its actions be fair.  

 That ZIMRA’s main duty is to act lawfully and in demanding the withholding tax, it acted lawfully. 

 That there is no question of ZIMRA acting unfairly when it has acted in accordance with the law (see 

also Garwe JP comments in Tregers Industries (Private) Limited v Commissioner General of the 

Zimbabwe Revenue Authority 2006 (2) ZLR 62 (H)) 
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 That ZIMRA cannot be estopped from acting lawfully but what is clear is that Delta cannot seek to 

enforce an unlawful position on the basis that it would be unfair on it should ZIMRA revert to acting 

lawfully. 

 That sight should not be lost of the fact that tax law is strict liability law. 

 That the fact that ZIMRA’s predecessor made a mistake upon which it relied does not save the Delta. 

It would be still required to remit all taxes as is required at law that it is for these reasons that the 

appeal is dismissed with costs.  

 

What is the impact of the decision on your business or practice? 

 The design of the income tax act is such that tax cannot be avoided once an accrual has taken place. 

According to s10 (1) of the Income Tax Act (Chapter 23:06) income is deemed to have accrued to a 

person despite the fact that such income has been invested, accumulated or otherwise capitalized by 

him, has not been actually paid over to him but remains due and payable to him or such income has 

been credited to an account or re-invested or accumulated or capitalized or otherwise dealt with in 

the name of the person or on his behalf. When that happens the person is required to include such 

income in his return for tax purposes and subject the accrued income to tax.  

 Also, an advanced ruling with one missing essential is fault. Further, the ruling is  not meant to be an 

umbrella application of the law but a specific interpretation of the law for a class of members and 

that such benefit cannot extend to non-applicant  

 If you have old interpretations from ZIMRA consider making fresh applications if you got them 

before 2007 (income tax rulings) and 2009 (non income tax rulings). This is because in terms of 

s34D of the RAA, the Commissioner is no longer bound by them.  

 The income tax definition of “dividend” is very broad to include any distribution by the company to 

its shareholders (paragraph 1(1) of the 15th Schedule to the Act). It can be in the form of money or 

other property or any amount credited by a company to any person who is its shareholder. It implies 

any distribution or amount credited to a shareholder, other than amount paid as a reduction in share 

capital and not necessarily limited to distributions from profits. The Companies’ Act on the other 

hand provides that dividends can only be paid from profits and not from ‘amounts other than profits’. 

 See also the court case John v. FCT 89 ATC 4101; 20 ATR 1 (an Australian case) which also held 

that bonus shares given as an option to cash dividend is still dividend. 

 Mason J  said in Brookton Co-op Society Ltd v. FCT 81 ATC 4346 at 4354; 11 ATR 880 “Payment of 

a dividend may occur in a variety of ways not involving payment in cash or by bill of exchange, as, for 

example, by an agreed set-off, account stated or an agreement which acknowledges that the amount of the 

dividend is to be lent by the shareholder to the company and is to be repaid to the shareholder in accordance 

with the terms of that agreement. It is, however, well settled that the making of a mere entry in the books of a 

company without the assent of the shareholder does not establish a payment to the shareholder (Manzi & Ors v 

Smith & Anor (1975) 49 ALJR 376 at 377."  

 

3.2 Appeals 

 

Nothing to report on 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.iknow.cch.com.au/resolve-citation/XATRU_HANDLE%20io544355sl16788983
http://www.iknow.cch.com.au/resolve-citation/XATRU_HANDLE%20io550577sl16849075
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4 Interpretations & Announcements 
  

4.1 Tax Matrix Analysis of existing and /or new law.  
 

4.1.1 Deductibility of management fee 
 

Background 

To limit the extend of profit shifting in multinational companies or affiliated companies jurisdictions 

often apply restrictive measures on affiliate expenditure such as administrative, managerial, technical, 

consultative (including financial and commercial) expenditure. There are two issues of concern with 

regard to the provision of services namely, whether the payment is in respect of services that have 

actually been rendered and secondly if such services were rendered were they rendered at an arm’s 

length charge. Expenditure of a general administration and management nature is subject to this scrutiny 

in terms of s 16(1) (r) and para 8 of the 35th of the Income Tax Act (Chapter 23:06). Businesses are 

warned to observe these rules in order to avoid penalties and interest that may arise from non-

compliance. It therefore matters for tax auditors and accountants to check whether the management fees 

paid between affiliates are correctly reported for tax purposes. We review the rules and advise how 

taxpayers can limit the extent of disallowance. 

 

The law and interpretation  

 

General administration and management (commonly known as management fee) is not deductible 

automatically for tax purposes. Fixed ratio and arm’s length tests are applied in order to determine the 

deductible amount as follows: 

 

Fixed ratio  

Section 16 (1) (r) of the Income Tax Act (Chapter 23:06) prohibits deduction of expenditure incurred on 

general administration and management in favour of a company of which the taxpayer is the subsidiary 

or holding company or (where the company is a foreign company) the local branch which is in excess of 

total 1% of total deductible expenditure of such branch, subsidiary or company. The ratio is fixed at 

0.75% of total deductible expenditure if general administration and management expenditure is incurred 

prior to the commencement of trade or the production of income or during any period of non-production. 

It does not matter whether the management fee are paid to payee who is within or outside Zimbabwe.   

 

Arm length  

The general administration and management expenditure is also subjected to arm’s length test in terms of 

para 8 of the 35th Schedule of the Income Tax Act (Chapter 23:06). It provides that a service charge 

between associates is consistent with the arm’s length principle if the charge is for the service that was 

actually rendered and if such services were rendered it should have provided economic or commercial 

value to the recipient etc. Further an independent enterprise in comparable circumstances should be 

willing to pay for such services had they been performed by an independent enterprise or in-house by the 

taxpayer. The service should also correspond to that which would have been agreed between independent 

enterprises for comparable services in comparable circumstances. If the expenditure does not meet these 

essentials it is disallowed in the hands of the paying entity.  

 

Further, a service charge is not deemed to be at arm’s length if it is incurred by an associate solely for the 

benefit of the shareholder’s ownership interest in one or more other group members e.g management fee 

made solely because one is a parent company of the subsidiary paying the management charge. The 

effect is that recharge of costs of activities performed for the benefit of the parent company in its role as 

shareholder do not directly benefit the subsidiaries and should not be deducted in the hands of the paying 

entity. The following are some of the costs or activities that are not deemed to be at arm’s length:  
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• Costs of meetings of the parent company’s shareholders 

• Costs of issuing of shares or raising in the parent company  

• Costs of the supervisory board  

• Costs of maintaining the share register  

• Activities to satisfy statutory reporting requirements of the parent company 

• Costs of an audit of the parent company.  

 

Deemed dividend   

The expenditure which is disallowed under the fixed ratio or arm’s length tests is deemed to be a 

dividend in the books of the payer. Where such amount is paid or payable to a non-resident withholding 

tax at the rate of 15% is deductible from the amount and remitted to ZIMRA. The withholding tax rate 

cannot be reduced due to the existence of treaty.  

 

What is the implication on your business or practice? 

 The management fees also the subject of debate in a recent New Zealand court case Honk Land 

Trustees Limited v Commissioner of Inland Revenue [2016] NZHC 1316. The court ruled out that 

Honk Land Ltd (“HLL”) who had tax losses “charged” a related trust (Honk Land Trust, “HLT”) 

over $1m in “management fees” had not in fact provided management services. It disallowed the fees 

on the basis that they were not incurred in the production or linked to the earning of assessable 

income by HLT, or, if that was wrong, the charging of the fees amounted to tax avoidance. 

 This was because there was lack of documentary or independent evidence to support that 

management services were in fact carried out by HLL for Honk Land Trust (“HLT”). A number of 

concerns were canvassed; including the significance of the management fee as compared to fees the 

company charged the trust. This demonstrates the importance of documentation to support the 

services was provided and also that the charge should be matching the services actually rendered.   

 Management fees that are paid for specific services performed and not based on the results of a 

business may be deductible in full. The specific services (proven tasks) should be identified in a 

management fee agreement between the parties involved. As well, management fees must be paid 

during the year or be payable under an agreement. A service level agreement (SLA) which itemise 

the services to be provided and invoiced for when performed may help in achieving this. 

 The SLA will stand out as an agreement (a written evidence) between the parties, before the event, 

that services will be charged for and what services will be provided (and to whom) 

 You should charge for the management services on a regular basis accompany the charge by an 

appropriate invoice documenting the transaction. ZIMRA is unlikely to accept transactions recorded 

by a way of a journal entry. It expects consideration to move between the related parties. 

 The charge should be calculated on a reasonable basis and be commensurate with the actual work 

performed which must be for the purpose of earning income.  

 There ought to be a legal obligation to pay the fees and not be a discretionary one. 

 When ZIMRA audit the fees it will generally be seeking to ascertain whether the services were 

actually rendered. This can be confirmed by a document showing description of the work performed, 

the amount of time spent as well as how often the services were provided matched to the SLA.  

 You should consider retaining back-up copies of time records of the employees performing the work 

and a detailed description of the work performed for the other company.  

 Also, do not forget VAT on management fees. This is considered a supply for VAT persons 

notwithstanding the fact that the services are supplied between associates. 

 Whereas we stated that disallowed management fee is deemed to be a dividend and when paid to a 

non-resident dividend withholding tax must be deducted. If you had already paid the 15% 

withholding tax on managements fees ZIMRA cannot however ask from you another 15% when it 

reclassify the management fees as dividend.  
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4.1.2 VAT deregistration and pitfalls 

 
Background   

 

The current economic environment is taking a toll on several business entities within the country thereby 

causing a remarkable shrinkage in business activities and forcing others to be liquidated. This 

development has consequences on a business remaining VAT registered. Although some businesses may 

remain registered after the turnover has fallen below the US$60,000 annual threshold and continue to file 

nil returns, VAT cancellation is unavoidable when a company is wound up or an individual is declared 

insolvent or is deceased. Deregistration may also be initiated by the Commissioner General. We discuss 

the circumstances which can prompt VAT cancellation and the pitfalls to be avoided thereof:     

 

The law and interpretation 

 

We summarise the VAT deregistration is in terms of s 24 of the VAT Act (Chapter 23:12) follows: 

 

Subsequent 12 months turnover expected to fall below threshold 

A registered operator may cease to be registered if the Commissioner is satisfied that the registered 

operator’s the total value of taxable supplies in the subsequent 12 months from the beginning of any tax 

period is expected to fall below US$60,000. The operator has to request in writing to the Commissioner 

to be deregistered. If the Commissioner is satisfied that the taxable supplies will not exceed the 

prescribed threshold he will cancel the operator’s registration with effect from the last day of the tax 

period during which the Commissioner was so satisfied or such other date he determines. The 

Commissioner should notify the operator of the effective deregistration date. 

 

Operator ceases to trade 

A registered operator who ceases to carry on all trades shall notify the Commissioner that he/she ceased 

trading within 21days of the date of such cessation. After this notification, the Commissioner may cancel 

the registration of such registered operator with effect from the last day of the tax period during which all 

such trades ceased or such other date he determines. However, the Commissioner may not cancel the 

registration of an operator if there are reasonable grounds for him to believe that the operator will carry 

on any trade at any time within 12 months from the date of such cessation. The notification to the 

Commissioner to the effect that an operator has ceased trading must be in writing. Meanwhile, the 

operator should also state whether or not he/she intends to carry out trading within 12 months from the 

date of ceasing to trade. 

 

Commissioner not satisfied trading is being carried on 

Where the Commissioner is satisfied that a registered operator is not carrying on any trade the 

Commissioner may cancel the operator’s registration with effect from the last day of the tax period 

during which the Commissioner is so satisfied or from such other date he determines.  For instance if an 

operator registered for VAT, but for some reason you never commenced trading you can also apply to 

the Commissioner to be deregistered.  

 

Not meeting voluntary registration conditions 

If a person had applied to be registered under the voluntary category and fails to comply with the 

conditions of voluntary registration, the Commissioner may cancel the operator’s registration. However, 

if the person lodges an objection against the Commissioner’s decision to cancel his/her registration, the 

registration shall not take effect until such time as the Commissioner’s decision becomes final and 

conclusive. 

 

In all above circumstances, the Commissioner shall give written notice to the person concerned of his 

decision to cancel such person’s registration or of his refusal to cancel such registration. 
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The consequences of deregistration  

 

Deregistration will have the effect of your sales being made without charging VAT except on stock and 

assets held on date of ceasing to be registered operator. Thus, when you cease to trade, you are deemed 

to supply stock on hand and assets held for a consideration in money equal to the lesser of cost or open 

market value at the time of cessation. The cost for these assets includes the cost of acquisition, 

manufacture, assembly, construction or production of such goods and services including any tax charged 

in respect of the supply. For example if you acquired equipment at cost of US$10,000 and paid 

US$1,500 and on the date of ceasing trade the open market value of that equipment is US$12,000, you 

will be required to account VAT on US$11,500 i.e. lower of cost plus VAT and market value of the 

asset. Therefore VAT will be equal to 15/115 x US$11,500 = US$1,500. This ensures that ZIMRA will 

recoup no more than input tax that the operator previously claimed.   

 

The output tax can only be accounted for on stocks and capital goods on hand on date of deregistration if 

input tax was claimed on such goods.  The effect is only to account for output tax if the input tax on the 

asset was allowed. Similarly, if you purchased goods from a nontaxable person and you cease business, 

you are also not required to account for VAT. VAT cannot be accounted on passenger motor vehicles as 

these are denied input tax claim in terms of s16(1) (d) of the VAT Act.  Once a registration has been 

cancelled, the person cannot claim input tax on supplies acquired on or after the date of deregistration.  

 

You will be requested to supply information of all assets and equipment disposed of, details on how they 

were disposed of, and the status of the business premises. This is to establish that the whole VAT 

liability was settled as well as ascertaining that all returns are filed before de-registering the operator.  

What is the implication on your business or practice? 

 

 The fact that you have been VAT deregistered does not mean that your VAT liabilities automatically 

fall away (s 26 of the VAT Act). You must pay outstanding tax payments, file outstanding returns 

and fulfill all your outstanding obligations. You will remain liable to such omissions or commissions 

even after being deregistered. For instance if you did not fiscalise when you were required to so you 

will be liable to a civil penalty of US$25 a day per sales point up to 181 days. 

 A VAT cancellation prompts a comprehensive ZIMRA audit for purposes of ascertaining whether 

you were carrying on your business within the confines of the law. We advise that before you initiate 

the deregistration process obtain an independent tax audit to clean yourself before ZIMRA audit. 

 Also, deregistration will mean ZIMRA will withhold your VAT refunds and suspends set off of such 

refunds against your other tax obligations until the audit is finalised. Where possible apply for offsets 

or refund before you apply for deregistration. 

 If you are deregistered take good care that retained assets are not disposed of until 12 months have 

elapsed from de-registration. This is because ZIMRA may reverse your registration if a taxable 

event (activity) occurs within 12 months of deregistration. Section 24 (3) of the VAT Act (Chapter 

23:12) reads as follows “………Provided that the Commissioner shall not at any time cancel the registration 

of any such registered operator if there are reasonable grounds for believing that the registered operator will 

carry on any trade at any time within 12 months from the date of such cessation”.  

 A disposal of assets to wind up business operations constitutes a taxable event (activity) this is in accordance 

with section 2(1) of the VAT Act (Chapter 23:12) which provides that “……anything done in connection with 

the commencement or termination of any such trade or activity shall be deemed to be done in the course or 

furtherance of that trade or activity”. See also the decision in Thompson vs CIR SC52 2011 NZ. 

 VAT cancellation cannot be avoided by put in nil VAT returns. This will eventually attract ZIMRA’s 

attention. It may write to you asking you to give good reason to remain VAT registered or it will 

cancel your registration. Therefore you should always be prepared for ZIMRA audit. 
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4.1.3 Register the house in your name to avoid tax landmines  
 

Background 

 
It was fashion in the 1970s and 80s for one to buy a house and register it in the company’s name as 

opposed to register it in his/her name. According to tax advisors this was the right thing to do in order to 

avoid death tax. Death tax is tax levied on property of a natural person dying on or after 1 April 1968 in 

terms of the Estate Duty Act (Chapter 23:03). Broadly, the term property includes movable or 

immovable, corporeal or incorporeal property or any right in these items. On 1 April 1981, the country 

introduced capital gains tax and this applies only to specified assets (immovable properties and 

marketable securities). Effective that date, the strategy of putting the house in the name of a company 

lost its relevance as a form of tax planning. But some taxpayers never regularized and others are still 

opting for this strategy, we guess because of ignorance or some other reasons known to them. We explain 

the tax landmines that taxpayers are likely to step on by not taking heed and synthesize an explanation of 

why it is prudent to register a house in your name than to register it in the company’s name.  

 
Capital gains tax issues 

 
Exemption  

Capital gains tax (CGT) is a tax levied on the capital gain arising from the disposal of a specified asset 

from a source within Zimbabwe. A specified asset means immovable property (e.g. land and buildings) 

and any marketable security (e.g. debentures, shares, unit trusts, bonds and stock). Elderly persons 

disposing of or selling their principal private residence (PPR) are exempt from capital gains tax in terms 

s 10(l) of the Capital Gains Tax Act ( Chapter 23:01) which reads as follows: 

 
“10 Exemptions from capital gains tax 
There shall be exempt from capital gains tax— 

 (l)  amounts received by a person on the sale of his or her principal private residence as defined in subsection (1) 

of section twenty-one if such person was, on the date of the sale, of or over the age of 55 years”. 
 

The exemption is inaccessible to a shareholder (being the major shareholder) when the house is 

registered in the name of the company. A Principal Private Residence (PPR) is defined in s 21 of the 

Capital Gains Tax Act (Chapter 23:01) as a dwelling place which the person has occupied for at least 4 

years or such other reasonable period acceptable to the Commissioner as person’s main place of abode 

i.e. the building should be used wholly or mainly for the purpose of residential accommodation.  

 

Disposal to spouse  

Husband and wife enjoy tax benefits in terms of s16 of the Capital Gains Tax Act (Chapter 23:01) of 

transferring or selling to each other any specified assets without being required to pay capital gains tax, 

subject to an election being made. The same property being moved from a company to a spouse of the 

controlling shareholder would not be subject to capital gains tax exemption i.e. transfers or disposal of a 

property from a company to an individual attracts capital gains tax.   

 

Roll over provision 

Section 21 of the Capital Gains Tax Act makes a provision for postponement of capital gains tax on sell 

or disposal by an individual who uses the full proceeds to purchase another PPR in Zimbabwe. If full 

proceeds are not used, only capital gains tax applicable to the unexpended amount shall be taxable the 

remainder is tax free, until the house is sold without being replaced. Although companies are availed the 

same relief in terms of section 22 of the Capital Gains Tax Act “substitution of business property”, the 

new property should be used for business purpose to qualify for the rollover relief. This is unlike when a 

property which is being transferred is an idle property i.e. not used in business. Thus, a rollover gain does 

not apply when unproductive property is being replaced by unproductive property.  
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Income tax issues 

 

There are income tax implications of a company house being occupied by a major shareholder. Rules on 

transfer pricing s 98B of the Income Tax Act (Chapter 23:06) introduced on 1 January 2014 and refined 

beginning of this year requires transactions between associates to be established at arm’s length. An 

arm’s length transaction is a transaction which is entered into between a willing buyer and willing seller 

and not affected by the relationship between the parties. A company and a shareholder with controlling 

interest in that company are deemed associates in terms of s2A of Income Tax Act (Chapter 23:06). A 

person has a controlling interest in a company if he/she, either alone or together with 1 or more 

associates or nominees controls the majority of the voting rights attaching to all classes of shares in the 

company or when he/she is able to directly or indirectly influence the strategic and commercial decisions 

of an enterprise (s 2B of the Income Tax Act (Chapter 23:06)). Henceforth when a shareholder with 

controlling interest stays in a company house for free or for below open market rentals, ZIMRA may 

deem rentals to accrue to the company and seek to collect tax from the company. The company will be 

liable to register for income tax, pay taxes and submit returns. This liability can be avoided by registering 

the house in your name.  

 

Value added tax issues 

 

There are however no VAT implications of a shareholder occupying a company house as his/her 

residential accommodation. Letting or hiring of residential accommodation is exempt from VAT in terms 

of s 11 (c) of the VAT Act (Chapter 23:12).  

 

Estate duty tax issues 

 

The value of the family home of the deceased is a deductible for estate duty purposes. A family home is 

essentially a PPR. The Estate Duty Act (Chapter 23:03) defines it in relation to a deceased person as 

dwelling which is proved to the satisfaction of the Master to be the person’s  sole or main residence and 

additionally, or alternatively, his spouse, throughout the period that he owned it or to be the person of 

his/her spouse  main or sole residence for least 4 years before date of death or such other reasonable 

period if the person’s has been denied from staying it because of work commitment or some other similar 

reasons. Family home includes any land which was the property of the person concerned at the date of 

his death and surrounds or is adjacent to the dwelling and such land is used for domestic together with 

the dwelling. Such land should not exceed two hectares or such larger area to the satisfaction of the 

Master taking into consideration the size and character of the dwelling. Ancillary buildings such as 

garage, storeroom or other building or structure etc would also constitute a family home if used together 

with the dwelling. The implications are that the family home would not be subject to estate duty and this 

is with effect from 1 January 2004. This made the strategy of registering the company in the name of the 

company less relevant for purposes of avoiding estate duty.  

 

What is the implication on your business or practice? 

 

 If you are in this situation, consider disposing the house to yourself in order to avoid the perpetual 

income tax liabilities that can arise because of the transfer pricing rules. There is however capital 

gains tax matters on this disposal but it’s worth the while. If the property was acquired by the 

company prior to 1 February 2009, capital gains tax is 5% of the deemed proceeds and 20% of the 

capital gain if the property was acquired after 1 February 2009. Capital gain is proceeds less costs 

(original costs, improvement costs, inflation allowance, selling costs etc).  

 Note that expenses of your private residence (e.g, interest, insurance, rates and maintenance) whether 

owned by you, a company in which you're a shareholder, may not be deductible. In most instances 

this is considered tax avoidance. Tax avoidance carries penalties of up to 100% of the tax shortfall. 

 Even if ZIMRA is not to invoke transfer pricing rules, there is compliance cost associated with a non 

trading company. A dormant company must submit income tax returns in terms of s 37 of the Income 
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Tax Act (Chapter 23:06). It is required to submit a written and sworn declaration signed by a public 
officer or a director or majority shareholder in order to avoid penalty for late submission of returns. 

4.1.4 Take advantage of tax credits to reduce your tax liability  
 

Background 
 

Section 7 of the Income Tax Act (Chapter 23:106) provides that an assessment shall be comprised of 

“taxable income of the person in the year of assessment; and the appropriate rates of income tax fixed by 

the charging Act relating to that year; and the credits to which the person is entitled in terms of the 

charging Act relating to that year”. However, most taxpayers are not taking advantage of tax credits that 

they are entitled to due to ignorance. A tax credit is an incentive deductible against a person’s tax 

obligation. Tax credits are contained in the Finance Act (Chapter 23:04) and only claimable by natural 

persons against income tax liability arising from employment or trade and investment. They cannot be 

offset against capital gains tax liabilities or any other tax liability arising outside the Income Tax Act 

(Chapter 23:06). In this article we discuss the tax credits which individuals can utilise in order to reduce 

their income tax liabilities. 

 

The law and interpretation  

 

Blind person’s credit 

Blind credit is claimable in terms of s 11 of the Finance Act (Chapter 23:04) by a blind taxpayer. Section 

4(1) of the Finance Act (Chapter 23:04) defines a blind person as “a person whose eyesight is so defective 

during more than half of the period of assessment and is unable to perform any work for which eyesight is 

essential”.  

 

A taxpayer can also claim the full credit of his/her blind spouse if that spouse has no income tax liability 

from which to claim the credit or a portion of the credit thereof which the spouse cannot utilise. A spouse 

excludes a separated person under a judicial order or written agreement of separation or who is living 

apart from his/her wife or husband and unmaintained spouse or a wife in a polygamous marriage (other 

than the first wife). The Finance Act has no provision for the credit of a blind child.  

  

Medical expenses credit 

Medical expenses credit is granted on cost of invalid appliance or fitting and medical cost incurred by a 

taxpayer for himself/herself, spouse or his/her minor child.  

 

An invalid appliance or fitting is defined in terms of s12 (1) as including:  

(a) a wheelchair or any mechanically propelled vehicle which is specially designed and constructed for 

the carriage of 1 person, being a person suffering from a physical defect or disability; or 

(b) any artificial limb, leg calipers or crutch; or 

(c) any special fitting for the modification or adaptation of a motor vehicle, bed, bathroom or toilet to 

enable its use by a person suffering from a physical defect or disability; or 

(d) spectacles or contact lenses” 

Whereas medical expenses are defined by the same section as meaning: 
 

“(a)  The sum of any payments made for the purchase, hire, repair, modification or maintenance of any invalid 

appliance or fitting which the Commissioner is satisfied is necessary for use by a taxpayer or his spouse or any 

child or the taxpayer as a consequence of any mental or physical defect or disability; and 

(b)  The sum of any payments made for— 

(i) services rendered to a taxpayer, his spouse and minor children or 1 or more of them by a medical or 

dental practitioner; and 

(ii) drugs and medicines supplied to a taxpayer, his spouse and minor children or 1 or more of them on the 

prescription of a medical or dental practitioner; and 
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(iii) the accommodation, maintenance, nursing and treatment, including blood transfusions and X-ray and 

laboratory examinations, tests and the like, of a taxpayer, his spouse and minor children or 1 or more of 

them in or at a hospital, maternity-home, nursing-home, sanatorium, surgery, clinic or similar 

institution; and 

(iv) the conveyance by ambulance, including an air ambulance, of a taxpayer, his spouse and minor children 

or 1 or more of them; and 

(c)  The amount of any contributions paid to a medical aid society in respect of the taxpayer or his spouse or any 

minor children”. 

 

Ambulance cost covers the conveyance by ambulance, including an air ambulance. However in J F 

Campbell vs. Commissioner of Taxes J 189 an ambulance was defined as ‘a vehicle or conveyance for 

the transport of the sick to a place of treatment’. It is a vehicle specifically designed to act as an 

ambulance not one which is conveniently used as an ambulance for a particular time.   

 

A taxpayer should pay or incur medical costs to be granted the credit. Whereas, medical costs recovered 

or recoverable from a medical aid society or some other source are disqualified and so are payments to 

traditional and faith healers and over the counter (OTC) drugs. Whether or not medical expenses are 

incurred by a resident in or outside Zimbabwe they remain claimable. However, non-residents are 

disqualified from claiming medical expenses credit.  

 

Medical contribution credit 

Medical contributions should be made to an approved medical aid society. An approved ‘medical aid 

society’ is a society or a scheme which is approved by the Commissioner General in terms of s13 of the 

Act, subject to the Commissioner General being satisfied that the fund or scheme is a permanent society 

or scheme bona fide established for the purpose of providing benefits for its members and their 

dependents in respect of expenditure incurred on medical, dental or optical treatment, including treatment 

prescribed by a medical or dental practitioner, the provision of drugs for medical, dental or optical 

purposes, the provision of medical, surgical, dental or optical appliances or the provision of ambulance 

services. Whereas, contributions made to an unapproved fund or scheme are disqualified. 

 

Physical and mental disability credit 

A taxpayer is entitled to a mental or physically disabled credit in terms of s13 of the Finance Act 

(Chapter 23:04). The Commissioner should be satisfied that the person is mentally or physically disabled 

to a substantial degree, but is not blind. The Act has not defined the phrase ‘physically disabled. The case 

of ITC 1288 (1979) 41 SATC 126 (R) provides guidance. It provides that the term ‘physically disabled’ 

embraces something other than bodily dysfunction or incapacitation such that one would not be able to 

lead a normal life. However, the disability should be substantial and permanent (not temporary or 

transitional) (s 13(5) of the Finance Act (Chapter 23:04)). ZIMRA requires that the credit should be 

supported by a doctor’s letter which should indicate that the disability is at least 50%.  A taxpayer is 

entitled to claim a disability credit of his/her spouse, if the spouse is unable to utilise it. When you have a 

disabled child you can claim a credit for the disability of that child as long as the child is 18years or 

below, born during the year and only if the child is above 18 years but below the age of 25 if the child is 

a full time student. If you are a non-resident you cannot claim any disability credit whether it’s your own, 

spouse or disability of your child. 

 

A child is defined in s2 of the Income Tax Act (Chapter 23:06) as including one’s own child, a legally 

adopted or step child and any baby born in the year of assessment. The child’s credit should be claimed 

by the husband in the case of a married woman. Only when the husband cannot fully utilise the credits 

can such unclaimed portion be transferred to a married woman. 

 

Elderly taxpayer’s credit  

An elderly taxpayer’s credit is deducted from the income tax of a taxpayer who attained the age of 55 

years prior to the commencement of the year of assessment, that is, the person should have turned 55 

years old by 1 January of the year of assessment. In the event that the period on which the person is 
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being assessed is less than 12 months, for instance, when a person dies during the year of assessment, the 

credit should be apportioned.  

 

 

Summary of credits 

 

Credit  Annual credit  Taxpayer Spouse  Child 

Blind  US$900 Yes Yes N/A 

Physical and mental disability  US$900 Yes Yes Yes 

Elderly  US$900 Yes N/A N/A 

Medical expenses 50% of cost Yes  Yes  Yes  

Medical contributions 50% of cost Yes  Yes  Yes  

 

What is the implication on your business or practice? 

 You need to exploit the advantages of tax credits in order to minimise your tax liability and not to 

throw away invoices and receipts obtained after visiting qualified medical practitioners or a hospital. 

 Whereas deductions are expenses that can be used to reduce income subject to tax, tax credits on the 

other hand directly reduces the tax payable before applying AIDS levy. It is much more beneficial 

compared to a deduction because it provides a dollar-for-dollar reduction in tax.  

 All original medical receipts should be retained by the employer for a period of not less than 6 years 

from the date of the claim and the same period if you are administering the credits yourself.  

 However, you cannot claim medical expenses credit for medical procedures of a social or cosmetic 

nature, for example face uplift (plastic surgery).   

 Note that credits are granted in such a way that the total amount of credits to be deducted should not 

exceed the total income tax which is chargeable to that person. 
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4.2 Announcements 
 

4.2.1 The Tax Management System (TMS) 
 

Background 

The Newsday of the 19 July 2016 reported that ZIMRA secured 3000 tax management gadgets from 

China to connect firms and its systems as it moves to maximise revenue collection amid reduced inflows. 

The paper quoted Mr Misheck Govha Zimra regional manager for Customs and Excise who said “We 

have 3 000 gadgets from China and each time there is a transaction it comes to our system. When a trader 

submits tax returns that’s when we find how honest they are”. He further said that the TMS gadgets 

capture firms real time transactional data and help to see traders who under-declare their earnings. 

 

The Tax Management System (TMS) was rolled out by the Zimbabwe Revenue Authority (ZIMRA) in 

January 2016, in terms of s.80D of the Income Tax Act (Chapter 23:06). It is an electronic invoice 

management system which enables persons and organizations to send recorded sales transactions to the 

ZIMRA server via the internet or transmission disc. Any person or organization with an active Business 

Partner Number (BPN) is eligible to be registered under this system. Registration applies regardless the 

person is registered for VAT or not. The system is however meant for all categories of businesses other 

than organizations or persons who are already on fiscalisation in terms of SI104 of 2010 i.e. category C 

VAT operators. The cash registers are given by ZIMRA for free currently and are obtained from the 2nd 

floor at Kurima House. Invoice numbers are also allocated for this purpose. 

 

The features of TMS  

 

The TMS constitutes of 3 devices are comprised of Fiscal cash registers (FCR), Transmission Disc and  

Automated revenue machines 

 

Fiscal cash registers (FCR) 

This device is used to generate sales transactions such as invoices, receipt, credits and debit notes to 

name a few. Whenever a transaction is made the machine will automatically record the transactions, 

including reversal of the transactions. It provides a permanent record for ZIMRA and automatically 

triggers tax liabilities.  

 

Transmission Disc 

These are used for declaring data captured on the FCR and for collecting e-invoice numbers from the 

ZIMRA sever to the FCR for all fiscalised registered operators. These e-invoice numbers will be 

allocated in batches for each company, i.e. if an allocated batch is used up, the company will apply for 

another batch 

 

Automated revenue machines 

ARMs are used for uploading data from fiscal devices via transmission disc and used for authenticating 

invoices generated by the FCRs. Persons or organizations can also use the ARM to submit tax returns 

such as PAYE, VAT, Income tax returns, ITF12C, ITF16 and return for Presumptive tax.  

 

Registering for TMS 

All the devices are currently being provided for free by ZIMRA soon after registration. An application 

form (form IMS 01) should be filled, and a list of all products which one sells should be compiled and 

attach them together with the IMS 01 form for submission to the ZIMRA  

 

Meanwhile, with effect from 31 May 2016 all fiscalised registered operators are obliged in terms of 

SI104 of 2010 to connect their fiscal machines to ZIMRA servers for purposes of transmitting their sales 

data to ZIMRA as they transact.Failure to use fiscal machines (fiscalising) will result in a penalty of 

$30/day, but there is no penalty yet for failure to connect fiscal machines to the ZIMRA servers.  
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What is the implication on your business or practice? 

 Using software to automate the tax determination and compliance processes relieves some internal 

pressures on company resources. 

 It offers additional advantages by improving the accuracy of the tax department’s work, 

automatically keeping pace with changing tax systems worldwide and installing needed controls. In 

this way, technology can complement the expertise of indirect tax specialists, offering support that 

reduces errors caused by manual data entry and inconsistent work processes. 

 The system also reduces the manipulation of information and assures the fiscus of the tax revenues. 

For instance, ZIMRA will also allocate invoice numbers for all fiscalised registered operators. These 

will be allocated in batches for each company, i.e. if an allocated batch is used up, the company will 

apply for another batch. 

 

4.2.2 SA proposing 20% sugar tax to fight off obesity 
 

Background 

 

South Africa Minister of Finance announced in February 2016 budget a decision to introduce a 20% tax 

on sugar-sweetened beverages (SSBs) to take effect 1 April 2017. This is an equivalent of 2.29c per gram 

of sugar. The tax is meant to help reduce excessive sugar intake cited as the major cause of obesity. In its 

July 2016 policy paper on tax of SSBs, the National Treasury of the Republic of South Africa cited that 

obesity is a global epidemic and a major risk factor linked to the growing burden of non-communicable 

diseases (NCDs) including heart diseases, type 2 diabetes and some forms of cancers. NCDs are the 

leading causes of mortality globally, resulting in more deaths than all other causes combined, and the 

world’s low and middle-income populations are the most affected. It further highlighted that obesity has 

grown over the past 30 years in South Africa resulting in it being ranked the most obese country in sub-

Saharan Africa. 

 

Resistance  

 

The tax is however sparking a wide spread debate especially from the suppliers of sugar products. They 

are not prepared to accept it without giving a fight. The Beverages Association of South Africa (BevSA) 

has warned that the proposed tax on sugar sweetened beverages (SSBs) could reduce the industry’s 

contribution to South Africa’s gross domestic product (GDP) by R14bn, an equivalent of 0.4 percentage 

points of GDP growth in 2016. “The sugar tax could trigger 62 000 to 72 000 job losses, with an implication on 

the SA economy, exacerbate the broader fiscal and societal costs associated with unemployment, increase the 

burden on consumers with 25% price increases and damage the competitiveness of the non-alcoholic beverage 

industry” said its executive director, Ncanywa.  

  

The BevSA is rather taking an aim at calorie rich foods such as vegetable oils as the major cause of 

obesity. It stated that the 2014 McKinsey Global Institute report on obesity cites sugar reduction 

reformulation and providing smaller portion size as the two most effective interventions in the UK, 

whereas sugar taxes are not among the top ten. Further that there is no conclusive evidence from other 

markets that imposing a tax on soft drinks helps people to lose weight. It only reduces calorie 

consumption by 9Kcal, that is a 0.3% reduction in daily consumption, explained Ncanywa.  

  

The Association has pledged to work with Government to find workable solutions which address obesity 

while protecting jobs and the economy. It cited that the sugar tax is not on sugar sweetened beverage 

producers, but rather on consumers. "Why are we penalising people for their choices?" she asked, citing 

that the tax will hit the poorest the hardest, as these consumers are more inclined to buy the products. 
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What is the implication on your business or practice? 

 Sugar is cited as the principal poison in the Americans’ diet and is causing various chronic illnesses, 

from diabetes to alzheimer’s disease (Michael Specter (2015)). A study published in the journal of 

American medicine found that a sugar-laden diet can increase the risk of death—even for people who 

are not overweight.  

 The American heart association recommends that men consume no more than nine teaspoons of 

added sugars daily, and women no more than six. Yet the World Health Organization suggests that 

all adults and children consume less than five teaspoons of sugar (excluding fruit and milk).  

 It is recommended taking in real foods, they are self-regulating as opposed to processed foods. 

Giving an example of apples Michael Specter said that “four apples contain sixteen teaspoons of sugar—

way more than the recommended daily limit for added sugars. But few people want to eat that many apples, 

because the fruit contains fibre and other nutrients that help tell our bodies when we are full. Turn those four 

apples into juice, however, and you can circumvent the body’s signals, basically mainlining the excess sugar 

directly into your bloodstream”.  

 The South Africans have to change their eating habits otherwise the tax will be a consumer tax 

 A number of countries are moving towards sugar taxes e.g South America, North America, 

Denmark, Finland, France, Hungary, Ireland, Mexico, Mauritius and Norway. Countries proposing 

sugar taxes include South Africa, the United Kingdom, Thailand and Australia. Although it appears 

it’s only developed countries that are seeking to implement the sugar taxes, some governments 

especially in Africa could see this as an opportunity to raise their tax revenues notwithstanding the 

risk may be lower.  Suppliers of the sugar products even in Zimbabwe may therefore consider 

diversifying or consider reformulation to reduce sugar content of their products.  
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