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1. Introduction  

 
1.1 Executive Summary 
We are honored to present our December 2017 Monthly Tax Update (MTU) which is designed to keep 

businesses and individuals informed of the latest tax issues and bring value to both. Through our MTUs, 

we analyze tax developments to ensure that our valued clients are kept in tune with changes in the tax 

world. It is our sincere hope that MTUs will keep our clients updated with information that includes 

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

relevancy to the business environment 

 

2018 Tax Highlights   
The government has announced a budget with tax proposals that are aimed at resuscitating the 

industries through provision of various tax reliefs. It is proposing a tax amnesty in respect of interest 

and penalties for outstanding debts before 1 December 2017. It has also proposed to remove deduction 

limit on interest incurred on locally contracted debts and those between unrelated parties in order to 

promote recapitalization by companies. Also granted income tax exemption for power generating 

projects, support for small holder farmers has also been promoted through 50% allowance on 

expenditure incurred by anchor farmers, tobacco farmers relieved from the need to possess tax 

clearances in order for them to sell their tobacco without suffering 10% withholding tax, VAT 

adjustment not to be triggered by policy change etc. The minister has also proposed to reduce VAT 

withholding tax rate from 10% (2/3) to 5% (1/3) to provide companies with working capital. Various 

duty rebates and suspensions mainly on raw material to support local production has also been 

proposed. The budget has also proposed measures to close loopholes including making directors of new 

companies responsible for tax debts of their old companies, closing potential loophole for claiming 

VAT input under income tax causing double claim, prepayments to be claimed in the period goods are 

delivered or services are performed or benefit accrued, penalties for reporting malfunctioning fiscal 

devices have also been imposed etc.  

 

Tax Amnesty 

Taxpayers whose tax liabilities have been due and payable, and still pending by the 1st of December 

2017 get tax relief through the amnesty proposed by the Finance Bill of 2018. The amnesty seeks to 

relieve them from all penalties, interest and any form of prosecution in relation to their tax liabilities. It 

covers tax offences in respect of taxes that are administered by the Zimbabwe Revenue Authority (the 

ZIMRA). 

 

Amnesty In Respect of Illegally Expatriated Property 

Principals and facilitators of illegal expatriation of property have been given a chance to be relieved of 

all tax burdens in respect of that property through the Finance Bill of 2018 which has amended the 

Exchange Control Act [Chapter 22:05] by insertion of section 11 and a schedule thereto. 

 

Future Expenditure Is Claimed If It Arises From Same Contract With Advance Income 

Taxpayer demonstrated that future expenditure in respect of advance income was sufficiently linked to 

the income and both were as a consequence of the contract, to win the case against the SARS. 

 

Clearing Agents Get An Extension For Renewal Of Licences for 2018 

Due to the technical challenges being faced by ZIMRA with the Automated System for Customs Data 

(ASYCUDA), it has seen it necessary to extend the period of renewal of Licences for 2018 by clearing 

agents.  

 

Upward Review of Export Incentive For Tobacco Growers  

A monetary incentive has been offered for the 2018 tobacco season to support tobacco farming for 

purposes of earning foreign currency. Whilst the existing RBZ export incentive for foreign remittances 

is pegged at 5%, the one for tobacco farmers has been put at 12.5% in terms of a pact between the 
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Reserve Bank of Zimbabwe and TIMB for the 2018 tobacco season. Tobacco farmers are thus 

encouraged to open bank accounts and not to sell their tobacco to middlemen in order to enjoy the 

benefit. 

 

Assessed loss  

Assessed loss represent a tax relief because taxpayers are allowed to deduct them against their taxable 

income in the year of assessment or in any future period, provided assessed loss cannot be carried 

forward for a period exceeding 6 years from end of years of assessment in which they are incurred. 

Mining entities are however allowed to carry forward assessed loss indefinitely. They are ring fencing 

provisions that ensure assessed loss of a taxpayer cannot be shared with other taxpayers subject to some 

exceptions.  

 

The Thin Capitalization rules amended to favour local borrowings  

Thin capitalisation provisions penalise funding of business through excessive debt. The provisions were 

introduced in 2001 initially for mining entities and extended to all taxpayers in 2003. In its current form 

it restricts interest deduction to that incurred on  debt to equity not exceeding 3:1 not matter the source 

of debt (whether locally or foreign contracted, from related or non-related party). The proposal for 2018 

is seeking to relieve local contracts and non-related party debts. While the proposal seeks to promote 

capitalisation, the revenue authority will have to deal with tax avoidance through back to back loans. 

Meanwhile, the BEPS project has moved away from the fixed ratio and advocating a limit of interest 

deduction of between 10%-30% of earnings before tax.  

 

Tax Debts To Haunt Directors of Wound Up Companies 

It has now become a norm that when the tax liabilities become unbearable, directors tend to voluntarily 

wind up the company and create another similar company. The Finance Bill of 2018 is proposing to 

stop this practice by amending s77 of the Income Tax Act to make directors accountable for tax debts of 

their old companies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Page 4 of 31 
 

1.2 Tax Matrix News and Developments 
 

1.2.1 Tax Matrix Books 
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1.2.2 Tax Matrix Products and Services 
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2. Legislation 

 
2.1  Acts & Bills  

 

2.1.1 2018 Tax Highlights   

Background 

In his budget presentation the Minister of Finance and Economic Development has committed to revive 

the economy and calling upon key economic players to engage in an action plan to produce positive 

results. He forecasted an economic growth of 4.5 % and mentioned reforms targeting and attracting 

Foreign Direct Investments, and ways to reduce high unemployment rates. Furthermore, a need for 

industrializing the economy was also cited, while efforts are underway to diversify the economy and 

move away from an over-reliance on commodity export and the need for processing raw commodities 

such as gold, tobacco and platinum for value beneficiation. Revenue measures were proposed which 

seek to consolidate the gains realized by local industry and individuals through support measures 

provided by Government and an improvement in the tax administrative system in order to enhance tax 

collection, while providing relief and incentives to taxpayers and facilitating the formalisation of 

informal business operations. In particular the Minister has alluded to the fact that the government‘s 

objective in the past few years has been to support local industry, through duty free importation of 

capital equipment, raw materials, as well as levelling the playing field between imported and locally 

produced goods and thus wishes to consolidate the gains made through these initiatives. 

 

Summary Revenue Measures 

 

Income Tax Measures 

Prepayment 

Current legislation does not provide for the treatment of prepaid expenses, whereby taxpayers pay for 

goods and services in cases where goods and services are paid for in advance. Claiming these as a 

deduction will result in the fiscus being prejudiced. The Minister proposes the apportionment of prepaid 

expenses in the determination of taxable income over the years of assessments in which the goods, 

services or benefits are used up. This measure takes effect from 1 January 2018. 

 

Technical and support services of anchor farmer 

To encourage support of smallholder farmers, the Minister has proposed deduction of expenditure of 

technical and support services incurred by the anchor farmer in assisting smallholder farmers plus 50% 

of such expenditure. An anchor farmer is a person engaged in commercial farming who provides inputs, 

agronomic advice and marketing opportunities to a group of smallholder farmers. The concept also 

extended to manufacturing companies that sub-contract the production of goods to small and medium 

enterprises. These measures take effect from 1 January 2018. 

 

Thin capitalization 

Liquidity challenges have resulted in requirement of raising capital through borrowing in place of 

equity to finance business operations. However, this has resulted in companies exceeding the debt to 

equity ratio of 3:1 resulting in the disallowance of the excess interest. To support capitalization 

initiatives, The Minister proposes to exclude locally contracted debt from the prescribed ratio of 3:1 if 

the parties involved are unrelated. The Bill also proposes definition of equity in order to avoid 

manipulation of financial statements through inflating equity, as including issued and paid up share 

capital, un-appropriated profits, reserves, realized reserves and interest free loans from Shareholders. 

These measures take effect from 1 January 2018. 

 

Directors made accountable of debts of their old companies 

It had become common for directors to abandon companies with tax debts for new companies which 

would take over the businesses of old companies. To curtail this practice, the Minister has proposed that 
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directors of the old company, whether or not they become directors of the new company be made 

jointly and severally liable for the tax debts of the old company. 

 

Withholding Tax on Tobacco 

Current legislation requires registered businesses to withhold and remit to ZIMRA, 10% of the payment 

made to a local business not in possession of a tax clearance certificate (ITF 263). However Tobacco 

auction floors have not been compliant resulting in accumulated significant tax arrears. In order to ease 

the tax burden on tobacco farmers, the Minister proposes to exempt contract for the purchase of auction 

or contract tobacco in terms of which tobacco levy may be required to be withheld. The measure takes 

effect from 1 January 2018. 

 

Exemption of export incentive backdated 

The premium paid by RBZ in terms of Export and Foreign Remittance Incentive Scheme was exempt 

from income tax by Finance Act No 2 of 2017 with effect from 23 March 2017. The Minister has 

proposed to back date the exemption to take effect from 1st June 2016 in order aligning the relief to the 

date the scheme was introduced. The exemption applies on receipt of earnings by exporters and on 

remittances from abroad received by individuals resident in Zimbabwe that are channelled through 

authorised dealers in terms of the Exchange Control Act (Chapter 22:05). 

 

Cost limits on assets of a Special Mining Lease Holder reviewed 

Capital allowances are granted on expenditure incurred by holders of Special Mining Leases in 

construction of staff housing, hospitals and schools. In order to uplift the living standards of mining 

communities and also retain skilled labour force, the Minister proposes to review the expenditure for 

purposes of capital allowances as follows, with effect from 1 January 2018: 

 Staff housing, from US$10 000 to US$25 000;and 

 Schools, hospitals, clinics and nursing homes, US$150 000. 

 

Removal of Input VAT from Deductible Expenditure 

The VAT system provides for a refund of input tax incurred by registered operators. Some of these 

amounts will include expenses incurred in the production of income which are allowable as a deduction 

for income tax purposes. However, taxpayers may claim income tax expenses including input VAT 

refunded resulting in reduction in taxable income thereby prejudicing the fiscus. The Minister proposes 

to disallow the input VAT component from deduction in the determination of taxable income. 

 

Power Generation 

A number of fiscal concessions towards power generating projects were introduced by the government. 

These included rebate of duty on capital equipment and exemption from excise duty on diesel, which 

has assisted in minimizing construction costs. Considering the current growth expectation there is need 

for investment in power generating projects such as small hydro and solar plants. The Minister has 

therefore proposed to exempt power generation projects from Corporate Income Tax for the first 5 

years of operation, with effect from 1 January 2018. Thereafter, a corporate tax rate of 15% will apply. 

 

Value Added Tax Measures 

 

VAT Withholding 

10% (2/3) withholding VAT on output tax was introduced in 2017 to assist in minimizing loss of 

revenue to the fiscus. However, cash flow challenges arose as ZIMRA refunds were not timeously 

processed. The Minister has proposed to review the rate downwards 10% to 5% of the value of taxable 

supplies, with effect from 1 January 2018. Also, VAT withholding tax will not apply on transactions 

between compliant VAT registered taxpayers who would have been appointed as withholding agents. 
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VAT exemption on Financial Services 

In support of initiatives towards financial inclusion, Government in 2017 exempted banking and 

payment solutions offered by any person registered under the National Payments Systems Act from 

VAT. However, the legislative amendment erroneously removed banking institutions from the 

definition of financial institutions which are already exempt from VAT. The Minister proposes to 

amend the definition of financial services to include banking institutions. 

 

Export Tax on Un-beneficiated Platinum 

A 15% tax on the exportation of un-beneficiated platinum was introduced in 2014, in order to 

expeditiate transition towards value addition of the mineral. This was suspended over the period 2015 to 

2017, to enable platinum producers to execute their commitments for establishment of beneficiation 

plants. However, there are concerns of slow implementation. The Minister proposes to further defer 

implementation of the export tax on un-beneficiated and semi-beneficiated platinum to 1 January 2019 

and a reduction of export tax from 15% to staggered rates of tax as follows: 

 

Level of Beneficiation Export Tax on Un-beneficiated Platinum (%) 

PGM Concentrate 5 

White Matte 2.5 

PGM and Base Metal 1 

Precious Metal Refinery 0 

 

VAT on Capital Equipment arising from Change of Policy 

VAT registered operators are allowed to claim input VAT on capital goods used to manufacture taxable 

supplies. However, in circumstances where the manufacturer changes use of the capital goods to 

produce exempt supplies, the plant and equipment is deemed to have been disposed, hence output VAT 

is payable. The exemption of previously zero rated supplies, such as margarine, eggs, rice implies that 

plant and equipment used by registered operators resulted in operators‘ equipment being deemed to 

have been disposed, resulting in an unplanned output VAT liability. The Minister proposes the deeming 

provision shall not apply on change of use emanating from Government policy. This measure takes 

effect from 1 January 2018. 

 

VAT Exemption on Goat and Sheep Meat 

Goats and sheep meat is liable to a 15% standard rate of VAT, unlike other meats which are exempted. 

The Minister proposes the exemption of goat and sheep meat from VAT, with effect from 1 January 

2018. 

 

Value Addition and Beneficiation: Royalty on Un-beneficiated Raw Diamonds 

To promote mineral beneficiation, which has potential to substantially increase foreign currency 

earnings and also create employment, the 15% royalty payable on diamonds sold to domestic firms for 

purposes of cutting and polishing, was removed with effect from 1 January 2015. This was expected to 

lower the price of diamonds supplied to domestic industry by the value of the royalty forgone. 

However, local diamond producers have not been passing the benefit arising from the exemption as a 

price discount to domestic beneficiation firms, thereby undermining initiatives to encourage local 

beneficiation. The Minister proposes to amend the legislation to provide for a price discount on 

diamonds sold to domestic firms that are engaged in beneficiation activities, with effect from 1 January 

2018. The price discount will be equivalent to the value of the diamond royalty forgone. 

 

Lithium and Dimensional Stones 

Lithium is used in the manufacture of automotive batteries.  Together with the bulk of dimensional 

stones such as Black Granite and Marble these products have limited value addition before export. 

Hence the country is deprived of potential foreign currency receipts and employment opportunities. 

Lithium concentrate with a grading of 5 to 6% lithium oxide for instance is exported through off-take 

agreements at prices of about US$600 per tonne, whilst the beneficiated lithium carbonate is sold at 

prices ranging from US$15 000 to US$20 000 per tonne. To encourage value addition before export the 
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Minister has proposed an export tax of 5 % on the gross value of exported lithium and staggered export 

tax on the export of un-beneficiated dimensional stones are as follows: 

Dimensional Stone Uncut Cut Only Cut and Polished 
 

Export Tax (%) 5 2.5 0 

 

Value Added Tax on Locally Purchased Goods 

Current legislation provides for the exemption from VAT, of such goods and services purchased by or 

supplied to persons approved by Government. The exemption of goods and services in place of 

institutions is consistent with international best practice and also assists in minimizing potential 

incidences of fraud. Administratively, the VAT exemption is implemented through a refund 

mechanism, whereby the exempt persons are requested to pay VAT upfront and thereafter lodge a 

refund claim with the tax administration. Within the scope of this legislative provision, Government 

has, on a case by case basis, been granting VAT exemption on projects undertaken by development 

partners under an Aid or Technical Cooperation Agreement, where goods are procured locally. The 

Minister proposes to extend the VAT Refund facility on goods locally purchased for use on Approved 

Projects by all Development Partners. The refund facility will also be provided to Agents who are 

contracted by such Development Partners. Furthermore, in order to expedite completion of projects, 

refunds will be processed within a period not exceeding 30 days. These measures take effect from 1 

January 2018. 

 

Penalty for Failure to Report Malfunctioning or Theft of Fiscal Devices 

The Minister indicated increase in usage of fiscal devices by VAT registered operators in category C 

from 5 500 to 6 300, 2016 compared to 2017, but taxpayers are not reporting malfunctioning or stolen 

fiscal devices. He has therefore proposed a penalty of US$25 per device per day, up to a maximum of 

181 days, for failure to report malfunctioning or theft of fiscal devices within eight hours in order to 

promote compliance in the use of fiscal devices. If period exceeds 181 days, a fine not exceeding Level 

7 of the Standard Scale of Fines or imprisonment for such a period not exceeding twelve months shall 

be imposed. The Minister has also announced that the ZIMRA will be required to develop a platform to 

facilitate reporting of faulty or stolen devices. These measures take effect from 1 January 2018. 

 

Customs and Excise Measures 

 

Furniture Manufacturers 

The government introduced the Furniture Manufacturer‘s Rebate with effect from 1 January 2016 in 

support of local production. This facility enabled duty free importation of key raw materials. The 

Minister proposes an extension of the importation list under the Furniture Manufacturer‘s Rebate as 

follows: 

 

Tariff Code 
 

              Description Current Customs 

Duty % 

3208.90.00 Other paints and varnishes  20 

3916.90.00 - Of other plastics 10 

3921.90.90 - - -Other plates, sheets, film  10 

3926.30.00 - Fittings for furniture, coachwork or 

the like 

40 

4408.10.10 ---Planed, sanded or finger-jointed 

sheets for veneering 

10 

4408.10.90 ---Other Sheets for veneering  10 

4811.9020 ---Paper foil for use in the 

manufacture of furniture 

10 

5507.00.00 ARTIFICIAL STAPLE FIBRES, 

CARDED, COMBED 

OROTHERWISE PROCESSED FOR 

10 
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SPINNING 

5515.99.10 - - -Canvas weighing not less than 

340g/m2 

10 

5515.9990 --- Other  10 

7317.00.00 Nails  20 

8302.42.00 Other, suitable for furniture  20 

8302.49.90 --- Other  20 

9401.90.00 - Parts of Seats  20 

 

However mattresses will be removed from the Open General import licenses. The effect is that license 

would now be required to import mattresses 

 

Dairy Industry: Suspension of Duty on Powdered Milk 

Duty on imported powdered milk was suspended in 2014 to assist in the supply of raw milk and hereby 

extended for another 24 months, subject to the ring-fenced milk powder requirements as follows: 

 

Name of Company Full Cream Milk 

Powder(Kgs) 

Skimmed Milk Powder 

Alpha Omega Dairy  100 000 - 

Carnethy Estate (Pvt) Limited 60 000 - 

Competitive Brand Shapers TA CBS 80 000 - 

Dairibord Zimbabwe (Private) Limited 1 220 000 1 500 000 

Dendairy (Private) Limited 1 800 000 670 000 

Gouda Gold, trading as Yomilk 90 000 - 

Kefalos Cheese Products 120 000 75 000 

Kershelmar Dairies  40 000 20 000 

Nestle Zimbabwe (Private) Limited - 300 000 

Probrands (Private) Limited 500 000 50 000 

 

Customs Duty on White Cement 

Tile adhesive manufacturers have potential to grow; however, to reduce cost of production thereby 

increasing competitiveness with imported products, the Minister proposes to ring fence white cement 

importation by approved manufactures to a reduced duty rate of 5 %. Currently the duty was at $100 

per tonne. 

 

Ton Clinker 

This is a key raw material in cement manufacturing which local companies can adequately produce 

giving rise to value addition opportunity and also foreign currency preservation. The Minister proposes 

the removal of this product from the Open General Import License as of the 1st of January 2018. This 

ensures only persons licensed to import this product are allowed to do so, thereby restricting its import. 

 

Textile Industry 

Due to limited administrative capacity to identify the various types of fabrics the industry still faces 

competition from an influx of dumped cheap imported fabrics. This is assisted by declaration of 

imported products under lower rated tariff codes. The Minister proposes an introduction of a Fabric 

Specification Declaration form that will aid verification of fabrics as follows: 

Fabric Structure Woven/Weft Knitted/Warp Knitted or Non-Woven 

Composition 100% Cotton/100% Polyester/65%polyester & 35% Cotton etc 

Precise % of the fibre or yarn composition must be provided 

Weight The weight of fabric in both grams per square metre and the weight of 

fabric per running metre. 

State Whether the fabric is loom or greigh or unbleached state/ dyed/ 

bleached/printed or Yarn dyed. 

Yarn Type Whether staple fibre yarn/texturised filament yarn/ untexturised 
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filament yarn etc  

 

Furthermore, the ZIMRA will collaborate with the industry with the view of capacity building and an 

increase of customs duty on cotton fabric from 10%, to 30% plus $2.50 per Kg with effect from the 1st 

of January 2018 will be imposed. 

 

Clothing Manufacturers‘ Rebate 

The rebate introduced from 01 January 2016 up to 31st of December 2017 enabled manufacturers to be 

competitive locally and hereby extend the raw materials rebate by a further 2 years. 

 

Luggage Ware Manufacturers 

Manufacturers faced challenges in accessing the rebate which expires on 31 December 2017. This was 

due to an inability to raise the bond security required to secure duty on raw materials in a bonded stock. 

However, manufacturer submissions have shown an increase in financial capacity giving rise to the 

need for an extension of the rebate for a further 2 years. 

 

Suspension of Excise Duty on Raw Wine 

The suspension has been in place since the beginning of the year, but local production is still 

insufficient to meet domestic distillers demand. In order to encourage value addition and enhance 

competitiveness of locally based wine, the Minister proposes an extension for another 12 months and an 

increase of the concession quantity from 30 000 to 90 000 litres. 

 

Soap Manufacturers 

Introduced in 2013 was a duty rebate on raw materials used in soap manufacture. Materials such as fatty 

acids, palm stearine and palm kerneloils, among others, are thus imported duty free. However due to 

advances in production formulae there is need to extend the list of raw materials covered by the rebate 

.The Minister proposes the inclusion of selected inputs such as caustic soda, sodium carbonate and 

silicate, among other base chemicals. 

 

Tourism Industry 

A rebate of duty on capital goods imported by Tourism Operators was introduced for a period of two 

years, with effect from 1January 2016. Limited access to funding restricted usage of the rebate scheme. 

The Minister proposes a further 2 year extension of this rebate. 

 

Suspension of Duty on Motor Vehicles Imported by Safari Operators 

In order to replace ageing fleet‘s duty suspension was introduced; however operators faced financial 

challenges limiting the benefit provided by the scheme. The Minister proposes the renewal of the 

facility for the next two years commencing 1January 2018. 

 

Suspension of Customs Duty on Luxury Buses Imported by Approved Importers 

The Minister proposes an extension for the ring-fenced suspension of duty for a further one year on the 

outstanding quota of luxury buses. This is due to foreign currency challenges which hindered operators 

from utilizing the ring-fenced importation of 30 luxury buses at reduced rate of 5%. 

Fabric Structure Woven/Weft Knitted/Warp Knitted or Non-Woven 

Composition 100% Cotton/100% Polyester/65%polyester & 35% Cotton etc 

Precise % of the fibre or yarn composition must be provided 

Weight The weight of fabric in both grams per square metre and the weight of 

fabric per running metre. 

State Whether the fabric is loom or greigh or unbleached state/ dyed/ 

bleached/printed or Yarn dyed. 

Yarn Type Whether staple fibre yarn/texturised filament yarn/ untexturised 

filament yarn etc  
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Tyre Re-treading 

Investment in the Tyre Re-treading business is expected to produce about 150 000 tyres in 2018. A key 

input in the re-treading of tyres for buses and Lorries is tyre casings. However, these currently have a 

rate of duty of US$2.50 per kilogram which is similar to finished tyres which reduces the industries 

competitiveness. To enhance viability the Minister proposes to ring-fence 150 000 tyre casings 

imported by approved tyre re-traders at a lower rate of duty of 15%, with effect from 1 January 2018. 

 

Duty on Commercial Tyres 

Despite a supportive duty structure of 15% plus US$5/kg instituted, the tyre manufacturing industry 

continues to experience viability challenges. In the absence of a local producer, commercial vehicle 

operators are importing tyres at a relatively high cost, hence are in some instances deferring the 

replacement of worn tyres, risking the lives of road users. The Minister proposes to ring-fence 

importation of 100 000 tyres at a lower duty rate of 15% for the first quarter of 2018. 

 

Health Sector 

A rebate of duty on capital equipment imported by the Mining, Manufacturing, Agricultural and Power 

Generation sectors, was introduced in January 2016. However, imports of capital equipment by the 

health sector are still liable to duty and VAT. The Minister proposes to extend the rebate of duty facility 

to capital equipment imported by approved medical institutions and practitioners, with effect from 1 

January 2018. 

 

Other Measures 

 

Amnesty for Interest and Penalties on Outstanding Taxes 

The government recognizes that the economic challenges experienced over the past decade have 

resulted in a number of companies failing to meet their tax obligations. It hereby proposes an amnesty 

for interest and penalties on outstanding taxes accruing prior to 1 December 2017, for taxpayers that 

come forward and settle their obligations within the period ending 30 June 2018. 

 

Moratorium on Tax Arrears for Companies Assisted by the Zim-Asset Management 

Turnaround efforts by some of the companies assisted by the Zim-Asset have been affected by the 

adverse macroeconomic environment due to tax arrears to ZIMRA. To support these corporations, 

Government will consider, where warranted, a moratorium on tax arrears owed by companies that 

benefited from debt assumption by the Zimbabwe Asset Management Corporation. 

 

Interest on Penalties 

The current legislation provides for levying of interest on unpaid penalties. The impact of levying 

interest on penalties has resulted in unsustainable tax obligations and, in some instances, liquidation of 

companies. In order to give relief to companies, the Minister proposed to repeal interest on the penalty, 

with effect from 1 January 2018. 

 

Effective Date for Health levy 

The government proposed 1 January 2017 as the effective date for levying of Health Levy but the 

Finance Act with this proposal was promulgated on 23 March 2017. In order to avoid retrospective 

collection of revenue, the Minister has proposed 23 March 2017 as effective date of the Health Levy. 

 

Review of Mining Fees and Charges 

In order to enhance the viability of the mining sector, through promotion of investment in prospecting 

and exploration activities, as well as promote beneficiation, it is proposed to review downward ground 

rental fees in retrospect from $3 000 to $225 per hectare per annum. 

 

Fees on Cancellation of Export Bill of Entry 

The current legislation provides for a fine of US$50 on cancellation of an Export Bill of Entry due to 

registration errors or termination of export orders by prospective customers, among other factors. The 



 
 

Page 13 of 31 
 

Minister proposes that the fee be reduced from the current US$50 to US$10, where an export order has 

been cancelled, with effect from 1 January 2018. 

 

Levy on Sport Betting 

Sport betting has rapidly grown as a recreational activity, generating in excess of US$30 million per 

annum. In order to mobilize resources to upgrade community recreational centers, the Minister 

proposes to levy 5% of gross takings by bookmakers, with effect from 1 January 2018. 

 

Ports of Entry and Routes: Designation of Rutenga as a Port of Entry 

Rutenga inland railway siding, operated by the National Railways of Zimbabwe, is one of the 

strategically located private railway sidings that accounts for a significant volume of un-costumed 

goods. It is hereby proposed to designate Rutenga as a Port of Entry, with effect from 1 January 2018. 

This will mean the stationing of ZIMRA officials to account for customs duty and other taxes payable. 

 

Development Partners 

Rebate of Duty on Goods Imported by Development Partners under an Aid or Technical Cooperation 

Agreement. In recognition of the importance of development assistance, Government provides a rebate 

or refund of duty on goods imported by Development Partners under an Aid or Technical Cooperation 

Agreement. Goods imported by Development Partners under an Aid or Technical Cooperation 

Agreement are, thus, exempt from Customs Duty and import Value Added Tax (VAT). 

 

Exemption of Taxes and Levies on Fuel Imported for Approved Power Generation Projects 

Government took a decision to support approved power generation projects by availing a facility for 

importation of diesel without payment of excise duty, carbon tax, NOCZIM Debt redemption and 

strategic fuel reserve levies. Exemption from excise duty on diesel has already been facilitated through 

subsidiary legislation. The Minister proposes to regularise the exemption of diesel imported for use in 

approved power generation projects from carbon tax, NOCZIM Debt redemption and strategic fuel 

reserve levies, with effect from 1 January 2017. 

 

Presumptive Tax - Designation of Collecting Agents 

The Income Tax legislation requires designated agencies to collect presumptive tax on hair salons, 

commuter omnibuses, haulage trucks, taxi cabs and driving schools, among others. Commencement of 

revenue collection by designated agencies is, however, subject to conclusion of a contract with ZIMRA, 

providing for the level of agency fees and training of personnel. Government, however, notes that 

contract negotiations between ZIMRA and designated agents takes considerable time, thereby 

prejudicing revenue to the fiscus. The Minister proposes to remove the requirement for a contract 

between ZIMRA and agencies appointed to collect presumptive taxes, with effect from 1 January 2018. 

 

Reduction of Mineral Royalties for Platinum 

Government entered into Special Mining Lease Agreements with some platinum group mining 

companies which provide for a specific royalty rate of 2.5%. However, platinum produced by mining 

companies that do not have a Special Mining Lease Agreement remained liable to a royalty rate of 10%, 

as provided for in the Finance Act. In line with the principles of equity and fairness in the taxation 

system, Government committed, in April 2017, to align the royalty rates to 2.5% as part of the 2018 

Budget measures. The Minister proposes to regularise royalty rates for platinum on all platinum group 

mining companies with effect from 1 April 2017, until August 2019. 

 

Conclusion 

The Finance Bill is meant to assist in a new economic order. Therefore, it is geared towards restoring 

discipline, correcting the fiscal imbalances, Public Enterprises and Local Authorities Reforms, 

improving the conducive investment environment, flashing out corruption, re-engagement with the 

International Community, stimulating local production and Exporting and Job creation. The process is 

thus on-going and further measures may be expected in the coming year. 
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2.1.2 Tax Amnesty  
 

Background  

The Finance Bill of 2018 has proposed a tax amnesty to taxpayers whose tax liabilities have been due 

and payable, and still pending by the 1
st
 of December 2017. The amnesty seeks to relieve them from all 

penalties, interest and any form of prosecution in relation to their tax liabilities. It covers tax offences in 

respect of taxes that are administered by the Zimbabwe Revenue Authority (the ZIMRA).  

 

Law and Interpretation 

Part V of the Finance Bill 2018 specifies the conditions of the tax amnesty and the following definitions 

as follows: 
―amnesty‖ or ―tax amnesty‖ means the relief contemplated in section 18; 

―amnesty period‖ means the period beginning 1st January, 2018, and ending 30th June, 2018; 

―Authority‖ means the Zimbabwe Revenue Authority as established by the Zimbabwe Revenue Authority Act 

[Chapter 23:11]; 

―Commissioner-General‖ means the Commissioner General appointed under the Zimbabwe Revenue Authority 

Act [Chapter 23:11]; 

―covered tax‖ means a tax or duty administered by the Zimbabwe Revenue Authority under the Zimbabwe 

Revenue Authority Act [Chapter 23:11] that became due and payable before the 1st December, 2017, but is 

outstanding as at that date; 

―Minister‖ means the Minister of Finance and Economic Development or any other Minister to whom the 

President may from time to time, assign the administration of this Act; 

―payment schedule form‖ means the payment schedule form referred to in section 21; 

―tax irregularity‖ means any transgression of any covered tax. 

 

Non-application of criminal laws in respect of amnestied conduct  

The amnesty shall deem all the offences prosecuted by the National Prosecuting Authority to be non-

criminal offences only to the extent of the amnestied conduct. 

 

Scope of amnesty 

A tax amnesty may be applied for in respect of any unpaid tax or tax irregularities in connection with 

any covered tax. Under the amnesty, taxpayers are relieved from paying interest relating to unpaid taxes 

and tax irregularities described in subsection (1); and penalties relating to covered tax. However, the 

principal amount of the covered tax shall not be subject to the amnesty. Which implies that tax relief 

will only be given in respect of all penalties and interest without including the principal amount being 

owed by the taxpayer. The tax amnesty will also relieve taxpayers from prosecution in relation to 

criminal offences such as false declarations or evasion of covered tax; not having made the returns or 

payments of covered tax in due time; non-payment of covered tax or non-submission of returns of 

covered tax; and fraud, negligence or wilful default with respect to covered tax.  

 

Application for and granting of amnesty 

The amnesty provides that for any person who would be liable to any civil or administrative penalty; 

and to be prosecuted by the National Prosecuting Authority; for non-payment of tax or other tax 

irregularity in connection with any covered tax committed or occurring during the amnesty period may, 

no later than the 30 March, 2018, apply for amnesty. An application for amnesty shall be in writing and 

in a form as shall be prescribed by the Minister and shall only be considered if it is lodged with any 

office of the Authority by the 30th June, 2018. For the amnesty to be granted there is however a 

requirement for the applicant to fully disclose information prescribed by the Minister in relation to 

unpaid taxes and tax irregularities. The Commissioner-General shall determine every application for an 

amnesty within ten days from the date of receiving the application. 

 

Eligibility for amnesty 

In the case of goods having been seized for failure to pay certain duty or tax before 1 December 2017, 

an application of amnesty now in relation to that action shall be deemed to be invalid.  
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Payment conditions 

When an amnesty is granted, the covered taxes due shall be payable as set out on the payment schedule 

form as determined by the Commissioner-General, and, is to be paid no later than the 30th June, 2018.  

If the applicant then fails to pay the full principal amount by that date, the penalties and interest in 

relation to that paid amount is the one that will be amnestied but the rest will still be due for payment 

which means the amnesty will not apply for interest and penalties in relation to the unpaid principal 

amount. 

 

Powers of Commissioner-General and the Minister  

The Commissioner-General shall have the authority to do anything necessary for the efficient and 

effective application or implementation of the amnesty and he may also delegate his or her functions to 

a task force, division or unit within the Authority, existing or set up specifically to implement the 

provisions of the amnesty. The Minister has the authority to make regulations prescribing all matters in 

relation to the amnesty. He may also provide regulations of issues such as forms necessary for the 

application or implementation of the amnesty and the manner in which such applications shall be made 

and what supporting documents must be produced in support of those applications. 

 

Decision Impact 

The amnesty has the effect of relieving all forms of tax liabilities that taxpayers have, that fell due and 

were still owing by the 1
st
 of December 2017. The fact that the amnesty has a due date for payment 

imply that the taxpayers will be forced to pay the principal amount as soon as possible in order to 

ensure that all the penalties and interest in relation to the whole principal amount will be amnestied and 

waived by the ZIMRA. This thus has a positive impact for the revenue authority since they will be able 

to recover the principal amounts of tax owed by the taxpayers which they would not have received 

earlier had the amnesty not been provided. The fact that disclosure of information in relation to tax 

liabilities for application of amnesty is required, means that the ZIMRA is able to realise the criminal 

offences that are being carried out by various taxpayers which will then help the revenue authority to be 

alert and careful next time when handling such taxpayers.   

 

2.1.3 Amnesty in respect of Illegally Expatriated Property 
 
Background 

The Exchange Control Act confer powers and impose duties and restrictions in relation to gold, 

currency, securities, exchange transactions, payments and debts, and the import, export, transfer and 

settlement of property, and for purposes connected with the matters aforesaid. The Finance Bill of 2018 

has amended the Exchange Control Act [Chapter 22:05] by insertion of section 11 after section 10 and a 

schedule thereto, which provides the conditions of an amnesty in respect of illegally expatriated 

property. The amnesty shall come into force in accordance with the terms of the Schedule, however 

section 11 and this schedule shall be deemed to be repealed on the 1
st
 of March 2018. 

 

Law and Interpretation  

The Schedule (Section 11) provides various interpretations with respect to the important aspects of the 

amnesty as follows: 
―amnesty‖ means, in a general sense, the amnesty for principals and facilitators contemplated by this Schedule 

that begins on the 1st December, 2017, and ends on the 28th February, 2018, and, in a particular sense, an 

amnesty granted in conformity with this Schedule to an applicant therefor; 

―amnestied period‖ means any period before the 1st December, 2017; 

―Authority‖ means the Zimbabwe Revenue Authority as established by the Zimbabwe Revenue Authority Act 

[Chapter 23:11]; 

―Exchange Control Inspectorate Department‖ means the Exchange Control Inspectorate Department of the 

Reserve Bank, being the department of the Reserve Bank responsible for ensuring compliance with this Act; 

―facilitator‖ has the meaning given to that word in paragraph 4(4); 

―illegal expatriation of property‖ means the expatriation of property as described in paragraph 4(2) in 

contravention of --- 
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(a) this Act or any regulation, order or direction made under this Act for which a criminal or other penalty is 

imposed; 

(b) any provision of the Money Laundering Act for which a criminal or civil penalty is imposed;  and 

(c) any law administered by the Zimbabwe Revenue Authority under the Zimbabwe Revenue Authority Act 

[Chapter 23:11] for which a criminal or other penalty is imposed; 

―Money Laundering Act‖ means the Money Laundering and Proceeds of Crime Act [Chapter 9:24]; 

―principal‖ has the meaning given to that word in paragraph 4(3). 

 (2)  Where a person, other than an employee, acts in accordance with the directions, requests, suggestions or 

wishes of another person, whether or not the persons are in a business relationship and whether or not those 

directions, requests, suggestions or wishes are communicated to the first-mentioned person, both persons shall be 

treated as associates of each other for the purposes of this Act. 

 

Administration of amnesty and powers of Governor of Reserve Bank 

The Exchange Control Inspectorate Department shall be responsible for administering the amnesty and 

for ensuring compliance by successful applicants with the terms of their amnesties. The Governor of the 

Reserve Bank shall have the authority to do anything necessary for the efficient and effective 

application or implementation of the Schedule.  

 

Non-application of certain criminal and other laws in respect of amnestied conduct 

This amnesty relieves persons from prosecution for violating provisions of the Exchange Control Act or 

the criminal law of Zimbabwe since it deems all those offences to be non-criminal offences only to the 

extent of the conduct covered by the amnesty. Section 10 of the Exchange Control Act shall be 

inapplicable to any information provided or measures taken relating to an offence that the amnestied 

person is relieved from by the inserted schedule. 

 

Scope of amnesty 

An amnesty may be applied for in respect of any illegally expatriated property, which comprises of any 

currency, gold, precious stones and securities that the applicant for the amnesty has exported, 

externalized or expatriated from Zimbabwe that originated from Zimbabwe or is the proceeds of any 

trade, business or other gainful occupation or activity carried on by him or her in Zimbabwe; and any 

moveable or immoveable property acquired domestically or outside Zimbabwe by the use of the 

currency, gold, precious stones and securities originating from Zimbabwe;  and the proceeds of any sale 

or other alienation of any moveable or immoveable property acquired within or outside Zimbabwe. 

Subparagraph (5), qualifies for an amnesty, any person (principal) who, before the 1st December, 2017, 

illegally expatriated property personally or through use of other facilitators. Any person who facilitated 

the illegal expatriation of property (facilitator), for instance; an associate of the principal; a nominee 

acting on behalf of a principal who is the beneficial owner of the property in question;  a banking 

institution or other financial institution; any person in a ―designated occupation‖ as defined in the 

Money Laundering Act;  a company, trust or other entity in which the facilitator has a controlling or 

predominant interest; or any associate of the facilitator; is qualified for an amnesty under this Schedule 

in all respects as if he or she is a principal. An amnesty granted to a principal automatically absolves the 

facilitator of any criminal or liability in relation to property that was illegally expatriated with the 

assistance of the facilitator, but only to the extent that the property in question is disclosed in the 

application for the amnesty;  and does not affect the liability for tax of the principal on any property that 

was illegally expatriated, provided that the principal shall not be subject to any penalty by way of 

interest or enhanced tax on the property in question. However, a facilitator does not absolve the 

principal unless the principal, either independently or together with the facilitator, applies for an 

amnesty; and does not affect the liability for tax of the facilitator in a representative capacity on any 

property that was illegally expatriated, provided that the facilitator shall not be subject to any penalty by 

way of interest or enhanced tax on the property in question. Once an amnesty has been granted, the 

Reserve Bank, the Authority and the National Prosecuting Authority shall not be allowed to prosecute 

or impose civil or administrative penalties for any act in relation to the illegal expatriation of property. 

 

Application for and granting of amnesty 

Any principal or facilitator liable to any penalties or prosecution in relation to illegal expatriation of 

property has to apply for an amnesty before the 28
th
 of February 2018 in order for it to be considered. A 
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written application for amnesty in the form furnished by the Exchange Control Inspectorate Department 

should disclose the name of the principal or facilitator; the amount or value of the property due for 

repatriation;  and in the case of currency, the relevant particulars for the receipt of the currency at a 

local banking or financial institution; the particulars of the transaction by means of which or under the 

guise of which the property was expatriated;  and the estimated time within which the repatriation of the 

property in question will take place. An amnesty shall thus only be granted to an applicant who has 

fully disclosed the necessary information; and has repatriated the property in full by the 31st March, 

2018 , (in the case of  moveable property capable of being speedily repatriated or converted into 

currency at the current fair market valuation for such property) unless if the Exchange Control 

Inspectorate Department may, for good cause extend the period for repatriation by a period not 

exceeding 180 days;  and having, in the case of immoveable  property or moveable property not capable 

of being speedily repatriated or converted into currency, sold or undertaken to sell the property and 

repatriate the proceeds thereof at the current fair market valuation for such property by such date as 

may be agreed between the applicant and the  Exchange Control Inspectorate Department, unless if the 

Exchange Control Inspectorate Department may, for good cause extend the period for repatriation by a 

period not exceeding 180 days or permit the applicant to lease or alienate the property in any other way 

with a view to ensuring that the proceeds therefrom are repatriated. The Exchange Control Inspectorate 

Department shall determine every application for an amnesty within ten days from the date of receiving 

the application. 

 

Proof and modalities of repatriation 

The receiving financial institution has the authority to immediately notify the Exchange Control 

Inspectorate Department of the repatriation of any illegally expatriated property, furnishing it with 

documentary proof. The receiving local banking institution or financial institution shall transfer the 

Nostro value of the received funds to the Reserve Bank, which shall transfer an equivalent amount 

through RTGS, to the banking institution or financial institution for the account of the applicant. The 

Exchange Control Inspectorate Department shall issue a receipt to the applicant confirming repatriation 

of the property in Zimbabwe. 

 

Eligibility for amnesty 

Any application for amnesty shall be invalid in respect of any illegally expatriated property not 

disclosed in the application for amnesty and in respect of any action resulting in the detention, seizure 

or forfeiture of any property, which action commenced on or before the 1st December, 2017;  

 

Withdrawal of amnesty  

The amnesty granted to any applicant shall be withdrawn if the applicant makes, any false declaration 

to the Reserve Bank in applying for the amnesty; or the applicant fails to repatriate the property. Any 

duty of confidentiality required to be observed by a facilitator (being a facilitator who facilitated the 

illegal expatriation of property knowing that the property in question was being illegally expatriated) in 

relation to his or her principal by virtue of any privilege, contract or law is hereby waived in relation to 

every disclosure made by the facilitator for the purpose of obtaining an amnesty. No criminal or civil 

liability will attach to a facilitator who applies for an amnesty and makes any disclosures for that 

purpose. The facilitator shall not be subject to prosecution or penalties for the doing of any act required 

to be done to enable any illegally expatriated property to be repatriated. The Exchange Control 

Inspectorate Department, the Reserve Bank, and any person employed or retained by either of the 

foregoing shall not disclose any information acquired by them through the exercise of their functions 

except with the consent of the applicant who disclosed the information; or pursuant to an order of court 

for the purpose of legal proceedings; or to the extent that it may be necessary to do so for the purpose of 

this Schedule or any other law, to an agent of the Reserve Bank. Any person who contravenes with 

these requirements shall be guilty of an offence and liable to a fine not exceeding $100 000 or 

imprisonment for a period not exceeding one year or both such fine and such imprisonment. 

 

Regulatory powers of Minister 

The Minister may make regulations prescribing all matters in relation to the amnesty which are 

inclusive of regulations in relation to such forms as may be necessary for the application or 
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implementation of the amnesty; and the manner in which applications for amnesty shall be made and 

what supporting documents must be produced in support of such applications. 

 

Decision Impact 

The fact that the amnestied period is limited to the period before 1 December 2017 imply that those 

persons who then wish to apply for an amnesty for conduct that took place after this date are 

disqualified. This is also the same case for those whose actions resulted in their property being seized 

by the authorities before the 1
st
 of December 2017 that their tax obligations shall not be covered by the 

amnesty since it does not fall within the amnestied period. The requirement for one to be able to 

repatriate the illegally expatriated property in order to apply for the amnesty is an advantage to the 

authorities since they will be able to recover property (movable and immovable) that they would not 

have recovered, had the amnesty not been brought  into the picture. The requirement to disclose 

information in relation to the illegally expatriated property in order for one to apply for the amnesty is 

also an advantage to the authorities since this will act as a way of getting to understand the criminal 

actions of various taxpayers which they will then really look at when carrying out assessments next 

time. The fact that the facilitator is not prosecuted for carrying out necessary action required for the 

repatriation of the illegally expatriated property means that the facilitators will be more than willing to 

assist in the repatriation without fear of prosecution as this also contributes to their qualification for 

amnesty. It is thus recommendable that principals and facilitators apply for the tax amnesty together, or 

the principal should disclose information in relation to the property that was also illegally expatriated 

by the facilitator in order to make sure that they both qualify for the amnesty.  

 

2.2 Statutory Instruments 
 

Nothing to report on 
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3 Court Cases & Appeals 

 
3.1    Court Cases 

 

3.1.1 Future expenditure is claimed if it arises from same contract with advance income  

 

The Facts 

 

B operates certain ‗chain‘ restaurants in terms of various franchise agreements between itself and the 

franchisor. Some of the terms of the franchise agreements provide as follows: 

 Clause Q1.1 of the franchise agreement provides that B irrevocably undertakes that at all times its 

main object and sole business shall be the operation of the specified restaurants 

Case name  B vs The  Commissioner  For The South African Revenue Service Case No: IT 

14240  

Facts  B is a franchisee operating certain ‗chain‘ restaurants in terms of various 

franchise agreements between itself and the franchisor. 

 The franchise agreement provides B‘s sole business as the operation of the 

specified restaurants for a  monthly franchise and service fee to the franchisor 

of 5% of gross sales less VAT, subject to a minimum fee of R25 000 pm 

escalated by CPIX compounded annually 

 The agreement further provides B to upgrade or refurbish the restaurants at 

reasonable intervals as determined by the franchisor. 

 B incurred the said expenditure in respect of upgrade or refurbish of the 

restaurants for the years 2011-2014 which it claimed an allowance on in terms 

of s 24C of the Income Tax Act.  

 SARS disallowed the claim and issued additional assessments for the years 

2011-14 arguing that the expenditure is not financed by income from its 

business.    

 B objected to the assessments,  which the SARS disallowed hence this case 

Jurisdiction   The Tax Court Of South Africa  (Western Cape Division) 

Issues for 

determination 
 Whether the income received by B from operating its franchise businesses 

includes or consists of any amount received or accruing to it in terms of the 

relevant  franchise agreements 

 Whether the expenditure required to refurbish or upgrade is incurred by B ‗in 

the performance of B‘s obligations under such contract‘ as envisaged in s 24C 

Date of 

decision 

28 August 2017; 3 November 2017 

 

 

 

 

Decision  

 The taxpayer‘s appeal succeeds. 

 The additional assessments raised by SARS for the taxpayer‘s 2011 to 2014 

years of assessment are set aside. 

 Each party shall pay their own costs. 

Decision 

Impact  
 The case demonstrates the importance of contract drafting if one is to successful 

claim future expenditure in relation to any year of assessment against the 

income of the taxpayer.  Thus, there is the need to identify the causal link 

between the contract and the production of income by the taxpayer in 

identifying whether the income is generated as a result of the agreement for 

income tax purposes.  

 It should be noted by taxpayers and revenue authorities that interpretation of 

key words in an agreement play an important role when handling issues in 

relation to the agreements especially for tax purposes since different 

conclusions can be reached for different agreements and scenarios. 
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 B is obliged, in terms of clause J.2 of the franchise agreement, to pay a monthly franchise and 

service fee to the franchisor in respect of each of the restaurants operated by it of 5% of gross sales 

less any VAT attributable thereto, subject to a minimum fee of R25 000 per month which shall 

escalate by CPIX compounded annually; and 

 Clause L.1.4 provides that B to upgrade and/or refurbish the restaurants at reasonable intervals as 

determined by the franchisor. 

 Clause T.16 entitles the franchisor to cancel the agreement if B fails to actively operate that 

business. 

 Franchise agreement dictates to B the branded products it must use, how its restaurant must be 

constructed in accordance with the franchisor‘s requirements, how its staff is to be trained, 

supervised and replaced at the franchisor‘s election, the prices that it can charge, the monthly 

franchise fee payable, that it must maintain the restaurant in such manner as determined by the 

franchisor, play only pre-recorded music approved by the franchisor, only offer food and beverage 

items approved by the franchisor, operate during business hours specified by the franchisor, and 

contribute to the franchisor‘s marketing fund in the manner specified. 

 Clause E.5 supports the inference that an obligation is imposed on the taxpayer to actively provide 

meals to its customers. It stipulates that: ‘The Franchisee agrees that it will at all times, faithfully, 

honestly and diligently perform its obligations hereunder and that it will continuously exert its best efforts to 

promote and enhance the business of the Restaurant and all other restaurants in the…Restaurant Group.‘ 

 B also to disclose a host of financial information on a regular basis to the franchisor, including sales 

figures, profit and loss statements, balance sheets, VAT invoices and returns and income tax 

returns.  

 The franchisor is entitled to access to ‗…any information on any computer system (including point 

of sale systems) utilised from time to time for the purposes of the conduct of the Restaurant 

 

B claimed allowances in respect of future expenditure in relation to the refurbishing or upgrading of the 

restaurants in accordance with s24C of the Income Tax Act, which SARS disallowed. B thus appealed 

against the additional assessments made by the SARS in respect of its 2011 to 2014 years of 

assessment. 

 

The relevant legislative provision 

Section 24C reads as follows:  
‗24C. Allowance in respect of future expenditure on contracts. - (1) For the purposes of this section, ―future 

expenditure‖ in relation to any year of assessment means an amount of expenditure which the Commissioner is 

satisfied will be incurred after the end of such year –  

(a) in such manner that such amount will be allowed as a deduction from income in a subsequent year of 

assessment; or   

(b) in respect of the acquisition any asset in respect of which any deduction will be admissible under the 

provisions of this Act.  

(2) If the income of any taxpayer in any year assessment includes or consists of an amount received by or accrued 

to him in terms of any contract and the Commissioner is satisfied that such amount will be utilised in whole or in 

part to finance future expenditure which will be incurred by the taxpayer in the performance of his obligations 

under such contract, there shall be deducted in the determination of the taxpayer‘s taxable income for such year 

such allowance (not exceeding the said amount) as the Commissioner may determine, in respect of so much of 

such future expenditure as in his opinion relates to the said amount.  

(3) The amount any allowance deducted under subsection (2) in any year of assessment shall be deemed to be 

income received by or accrued to the taxpayer in the following year of assessment.‘ 
 

Competing Arguments 

 

Issue Taxpayer  

  That the deduction of expenditure in relation to the future expenditure incurred in  

the refurbishing or upgrading of restaurants met the requirements of s24C and 

hence were deductible 

 That the income from the sales of meals can be directly linked or said to accrue 



 
 

Page 21 of 31 
 

from the franchise agreement 

 That there is a high degree of certainty that it will incur future expenditure in 

order to refurbish or upgrade its restaurants in terms of the franchise agreement 

 That the income generated from the sale of meals is of course the same income 

that accrues to it. 

 That, it is clear that the restaurant cannot be operated by the franchisee, and its 

income earned, other than strictly in accordance with the franchise agreement. 

 That the franchisor has absolute control over it as shown by its ability to 

interview its customers, without prior notice, as part of compliance check. 

 That there is nothing conditional about the obligation imposed on it under clause 

L.1.4 which gives conditions for refurbishing of restaurant, but the words 

‗subject to approval by the franchisor of detailed plans and specifications‘ do 

nothing more than give the franchisor absolute control over it. 

 That it its income sales of meals and cannot provide these meals, and thereby 

earn its income, absent the franchise agreement. 

 That the franchise agreement is the fons et origo of its income, and herein lies the 

clear, direct causal link. 

 

Issue The SARS 

  That sales of meals to its customers cannot properly be regarded as arising 

directly from the franchise agreement itself 

 That the obligation to incur expenditure in relation to refurbishing the restaurants 

is subject to fulfilment of a suspensive condition which in turn renders the 

expectation itself conditional 

 That it placed reliance inter alia on an extract from B‘s audited financial 

statements for 2013 and 2014 which stated: ‗According to the franchise agreement the 

company is required in terms of a contract, at reasonable intervals as determined by the 

franchisor to revamp the restaurant. When the expenditure is incurred, it is recognised for 

accounting purposes under property, plant and equipment. The expenditure will be 

financed by internally generated funds and bank borrowings.‘ 

 That it however accept that ‗bank borrowings‘ would have to be repaid and, in all 

probability, from funds generated from the sale of meals to customers since this is 

the sole business which B is permitted to conduct under the franchise agreement. 

 That clause L.1.4 only imposes a conditional obligation on B since the franchisor 

must first approve the upgrades/refurbishments before expenditure is incurred.  

  That the words ‗subject to‘ determine that the obligation is conditional only, and 

performance is suspended until the condition is met. 

 That B must demonstrate that an amount will be expended in the future or that an 

unconditional legal liability to outlay or expend an amount will be incurred 

 That ‗Will be incurred‘ means a high degree of probability and inevitability that 

the expenditure will be incurred by B in a subsequent year. 

 That in terms of s 24C (2) it is an absolute prerequisite that only one contract must 

exist from which income is earned or received, and from which an obligation is 

created to incur future expenditure. 

 That in the present matter there are two contracts 

 That the first is the franchise agreement which creates the right for B to establish 

and operate the restaurants under the franchise licence and trademark of the 

franchisor in exchange for payments, i.e. franchise fees. 

 That the second is the day-to-day sales of meals by B to customers who in turn 

pay for them, to which the franchisor is not a party. 

 That two separate contracts are legally independent and separate from each other; 

no income is received by or accrues to B in terms of the franchise agreement; no 

future expenditure is incurred in terms of the sales transactions to customers; and 

therefore s 24C does not apply. 
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 That it does not suggest that B‘s obligation to incur expenditure at reasonable 

intervals determined by the franchisor is itself a conditional obligation, but it is 

only the fact that the franchisor must approve the plans and specifications that 

renders the obligation conditional. 

 

Court Decision and reasoning  

Issue  Court reasoning and decision  

  That the crux of the matter is whether or not the income received by B from sales 

of meals to its customers can properly be regarded as arising directly from – or 

put differently, accruing in terms of – the franchise agreement itself. 

 That associated with this is whether there is high degree that B will incur future 

expenditure in order to refurbish or upgrade its restaurants in compliance with its 

obligation under the franchise agreement 

 That the Counsel were not able to refer to any decisions dealing pertinently with 

the application of s 24C to a franchise agreement such as that in the present 

matter. 

 That although clause I.1 which records that the agreement does not create a 

fiduciary relationship, special agency, joint venture or partnership, and that the 

franchisor and franchisee ‘shall be independent contractors, it is plain from the 

franchise agreement read as a whole that this recordal is directed at protecting the 

franchisor from liability vis-a-vis the franchisee‘s creditors, and has no bearing 

on the grip of control which the franchisor has over the franchisee, including the 

manner in which it generates its income in terms of the franchise agreement. 

 That in the present matter B‘s failure to sell meals to its customers constitutes a 

material breach which entitles the franchisor to cancel the contract 

 That the obligation to sell meals thus appears in the body of the same contract 

containing B‘s obligation to incur future expenditure.  

 That what distinguishes the contractual arrangement in the present matter is the 

obligation imposed on B, by necessary inference, in the franchise agreement to 

sell meals to its customers.  

 That although the customers are not parties to that agreement, the proximate 

cause of those sales is that obligation. 

 That in ITC 1667 on the other hand, no obligation was imposed on the taxpayer 

in the maintenance agreement to enter into the discounting transaction under 

threat of a failure to do so constituting a material breach thereof.  

 That the sales of meals to customers are therefore, not part of a scheme or 

transaction, but a component of an obligation integral to the same contract under 

which the obligation to incur future expenditure is imposed. 

 That basing on ITC 1667 there does not physically have to be one contract 

document in order to give rise to the s 24C benefit, hence the court‘s assumption 

that the rental and maintenance agreements constituted one single contract for 

purposes of the application of s 24C. 

 That in ITC 1890 I was stated that the expenditure should be sufficiently to the 

contract that produces income. 

 That in the present matter the sale of meals is not triggered by the conclusion of 

the franchise agreement in the sense that such sales are merely an independent, 

separate consequence thereof.  

 That if that were the case the franchise agreement would not contain a clause that 

a failure by B to sell meals to its customers is a material breach entitling the 

franchisor to cancel. 

 That put bluntly, no sales means no franchise agreement at the franchisor‘s sole 

election. 

 That the franchise agreement intrudes into every aspect of B‘s generating of its 
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income and given the language used in it; the context and apparent purpose to 

which s 24C is directed; the interpretation note; and the authorities referred on 

key words and phrases, the franchise agreement and the sales of meals to 

customers are directly linked and so are not legally independent and separate. 

 That the income is earned, for purposes of s 24C, under the same contract as the 

B‘s future expenditure will be incurred. 

 That, it is not convincing that the words ‗subject to‘ in clause L.1.4 result in the 

imposition only of a conditional obligation as far as incurring future expenditure 

is concerned.  

 That the primary obligation is that such expenditure will be incurred at 

reasonable intervals determined by the franchisor, thus the existence of an 

unconditional primary obligation cannot be rendered conditional by the precise 

manner in which that obligation is to be performed. 

 That there can be no question that the performance of the primary obligation 

carries a high degree of probability and inevitability.  

 That merely because the franchisor gets to choose ―the colour of the tiles‖ as it 

were, does not detract from the unconditional obligation on part of B to perform.  

 That section 130(1)(a) of the Tax Administration Act 28 of 2011 provides inter 

alia that a tax court may make an order for costs in favour of the successful party 

if the SARS grounds of assessment or ―decision‖ is held to be unreasonable.  

 That B submits that it was unreasonable for SARS to suggest that the allowances 

claimed did not fall squarely within the provisions of s 24C of the Act.  

 That it cannot be considered that SARS was unreasonable in adopting the 

approach that it did.  

 That each case in matters such as this is very fact specific and, from the decisions 

of the tax court referred, it seems clear that there is generally no easy answer to 

this type of debate. 

Court’s 

final 

decision 

 The taxpayer‘s appeal succeeds. 

 The additional assessments raised by SARS for the taxpayer‘s 2011 to 2014 years 

of assessment are set aside. 

 Each party shall pay their own costs. 

 

 

Decision Impact 

The case impresses on the importance of contract careful contract drafting to succeeding in claim future 

expenditure as contemplated under s24C of the South African Income Tax Act.  Thus, taxpayers should 

ensure there is the causal link between the contract and the production of income, and the income 

should be generated as a result of the agreement for income tax purposes. Making reference to the 

Court‘s ruling, it should be noted by taxpayers and revenue authorities that interpretation of key words 

in an agreement play an important role when handling issues in relation to the agreement especially for 

tax purposes since different conclusions can be provided for different agreements and scenarios just as 

was shown in the various cases cited above.  

 

3.2 Appeals 

 

Nothing to report on 
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4 Interpretations & Announcements 

 
4.1 Tax Matrix Analysis of Existing and New Legislation  

 
4.1.1 Assessed loss 
 

Background 

Assessed loss occurs when one‘s deductible expenses exceeds income. Assessed loss represents a 

valuable asset because it may be carried forward and be deducted when determining a taxpayer's 

taxable income in any subsequent year of assessment. Because of this there are rules governing expiry, 

ring fencing and transfer of assessed loss between related parties in order to prevent manipulation of the 

same for purposes of avoiding paying tax.  

 

Law and Interpretation 

In terms of s15 (3) of the Income Tax Act [Chapter 23:06] an assessed loss can be carried forward and 

deductible against future taxable income, provided that an assessed loss can only be carried forward for 

a maximum of six years from end of year of assessment in which the assessed loss first occurred on a 

first in first out basis. However a person engaged in mining operations may carry forward assessed loss 

indefinitely. Assessed loss not exceeding $100 cannot be carried forward. There is no provision for the 

carrying back of an assessed loss to a previous year. Other rules governing treatment of assessed loss 

are as follows: 

 

Insolvent and assigned estates 

Section 15(3) (i) prohibits a person that has been declared insolvent or had his property or estate 

assigned for the benefit of creditors from carrying forward an assessed loss.   

 

Related companies 

Section 15(3) (ii) allows transfer of assessed loss between related companies. It however provides that 

where there is a change in the shareholding of a company with assessed loss or which directly or 

indirectly controls any company with an assessed loss and the Commissioner is of the opinion that such 

change has been effected solely or mainly in pursuance of or in connection with any scheme for taking 

advantage of such assessed loss, no assessed loss incurred prior to that change shall be deductible. Thus 

the Commissioner may not sanction inheritance of assessed loss if taking advantage is the main 

objective of scheme (see: CIR v Ocean Manufacturing Ltd 1990 (3) SA 610 (A), 52 SATC 15). A 

taxpayer must prove change in shareholding was not influenced by existence of assessed loss. In ITC 

983, 25 SATC 55 the taxpayer, a company engaged in clothing manufacture bought shares in a 

company also engaged in clothing manufacture and which had an assessed loss. Transfer of assessed 

loss was sanctioned after it was proved that the main purpose of buying the shares was to enable the 

purchasing company to obtain a productive manufacturing unit for purposes of supplementing its 

productive capacity (see also ITC 989, 25 SATC 122, ITC 1209, 36 SATC 84, ITC 1347 44 SATC 33).  

However, in the case of New Urban Properties Ltd v SIR, 27 SATC 175 the shareholders in successful 

land dealing companies bought the shares of another land dealing company but which was hopelessly 

insolvent, had an enormous deficit and assessed loss. It was held that the obvious intention was to 

channel profits of the successful companies to the unsuccessful one and, thereby, take advantage of the 

assessed loss. 

 

Conversion of a foreign company  

Section 15(3) (iii) sanctions inheritance of assessed loss where a company formally incorporated 

outside Zimbabwe (non-resident company) and was carrying on its principal business within Zimbabwe 

is about to be wound up voluntarily in its country of incorporation for the purpose of the transfer of the 

whole of its business and property wherever situate to its successor, a Zimbabwean incorporated 

company. The new Zimbabwean company should however have the same shareholders in the same 
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proportion as the old company otherwise the Commissioner will not sanction inheritance of assessed 

loss. 

 

Conversion of a company or PBC  

Section 15(3)(v) allows a company incorporated under the Companies Act which is converted into a 

Private Business Corporation (PBC) or vice versa to carry forward assessed loss into the new entity 

unless the conversion has been motivated solely or mainly by the existence of an assessed loss. 

 

Assessed loss of a petroleum operator 

Section 15(7) of the Income Tax Act prohibits the deduction of an assessed loss and expenditure of other 

trades against income of the petroleum operator or vice versa  

 

Interest paid by a financial institution prohibition 

Section 15(6) prohibits setting off of assessed loss against interest payable by a financial institution. 

Thus, if a taxpayer has assessed loss he cannot off set it against interest earned from a bank, discount 

house or finance house or a building society.   

 

Assessed loss a special mining lease 

Section 15(7) prohibits the deduction of an assessed loss under a special mining lease against expenditure 

from other trades or vice versa. 

 

Assessed loss of an employee  

Section 15(8) prohibits the deduction of an assessed loss from trade against income received or accruing 

to a taxpayer from employment or vice versa.  

 

Decision Impact 

Assessed loss is a tax incentive and relieves the taxpayer of tax liability. However, perpetual losses 

may however invite the attention of the Commissioner. Therefore taxpayers should ensure assessed 

loss are not a result of tax avoidance scheme or operation. In CRS (PVT) LTD v the ZIMRA HH-

728-17, FA 20/2014 judge Kudya stated that purpose of a private company is to make profit and 

when  content with the untenable situation and continues to make losses with no prospects of profit 

this an indication the company is engaged tax avoidance scheme or operation. 

 

4.1.2 The Thin Capitalization rules amended to favour local borrowings 
 

Background 

Companies usually finance their operations in two ways that is, through the use of debt (loan) capital 

or equity (share) capital. A company is deemed to be thinly capitalized if it is financed primarily 

through debt as opposed to equity in order to minimize tax payable, thus thin capitalization can be 

described as the use of unusual proportions of loan to equity capital in order to gain tax advantages. 

It can also be viewed as a form of transfer pricing since it refers to a situation where a company‘s 

equity is small in comparison to its debt capital. The Minister of Finance through the Finance Bill of 

2018 has altered the provisions in relation to thin capitalization by repealing paragraph (q) of section 

16 of the Income Tax Act and re-inserting the same paragraph with slight amendments.  

 

Law and Interpretation 

With effect from the year of assessment beginning on the 1st January, 2018, section 16 (―Cases in 

which no deduction shall be made‖) of the Income Tax Act [Chapter 23:06] is amended by the 

repeal of paragraph (q) and the substitution of — 

 
―(q) any expenditure incurred by a local branch or subsidiary of a foreign company, or by a local company or 

subsidiary of a local company, in servicing any debt or debts contracted in connection with the production of 

income to the extent that such debt or debts cause the person to exceed a debt to equity ratio of three to one 

dps://2403/
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(for the purpose of this paragraph, ―equity‖ means issued and paid-up capital, unappropriated profits, reserves, 

realised reserves and interest-free loans from shareholders): 

Provided that this paragraph shall not apply if the debt or debts in question— 

(i) are contracted by a local company or subsidiary of a local company with a locally domiciled, registered or 

incorporated financial institution or other person ordinarily resident in Zimbabwe; and 

(ii) the contracting parties are not associated with each other within the meaning contemplated in section 2A, 

and have not colluded for the purpose of avoiding tax by the application of this proviso;‖ 

 

This piece of legislation imply that interest or other related expenditure incurred on a fixed ratio in 

excess of 3:1 debt to equity ratio is disallowed as a deduction for income tax purposes. However, if 

the debts are contracted by a local company or subsidiary of a local company with a locally 

registered financial institution or other person ordinarily resident in Zimbabwe, they shall be income 

tax deductible. The same applies if the contracting parties are not associated with each other in the 

manner specified in section 2A of the Income Tax Act [Chapter 23:06] and have not made relations 

for the purpose of tax avoidance. In the scenario of thin capitalization that is, debt in excess of 

equity, the excess debt is then reclassified as equity and the interest on the reclassified debt is treated 

as dividend distribution by the company to its shareholders. These dividends are however subject to 

Non-Resident Shareholder‘s Tax when such interest is paid to a non-resident. Such interest does not 

however qualify for benefits envisaged in tax treaties. In an international context, the difference 

between debt and equity may be a significant concern to the tax authorities especially in relation to 

multinational companies for which finance planning is a tax-planning concern in any major 

corporate acquisition. There is however no significant definition of debt or equity for tax purposes. 

Some companies tend to get involved in thin capitalization schemes namely hidden capitalization 

and back-to-back loans.  Hidden capitalization is whereby related companies manipulate their 

business dealings by providing what could be equity capital in the form of a loan, for instance, the 

profits of a subsidiary company can be transferred to the parent company in the form of interest 

rather than as dividends. If the subsidiary is established in a country that is linked to a good network 

of treaties, this may enable funds to be transferred as tax-free interest to a country where they can be 

at most usefully employed. Thin capitalization can also be effected by channeling inter-company 

loans through international banks and other financial intermediaries, this is referred to as back-to-

back loans, an example is where two related companies (X and Y) resident in different countries 

want to avoid thin capitalization rules, company X resident in country A may lend money to an 

unrelated bank, then the bank lends the money to company Y in country B. The loan from the 

unrelated bank to company Y will not be subject to thin capitalisation rules of country B because it 

appears to be at arm‘s length. These thin capitalization schemes have been an issue of concern to tax 

authorities and so the OECD has come up with ways to curb thin capitalization namely the arm‘s 

length approach and the fixed ratio approach (Base Erosion and Profit Shifting Action 4).  The arm‘s 

length approach provided for in s98B of the Income Tax Act [Chapter 23:06] mainly used in curbing 

transfer pricing can also be applied to curb thin capitalization. Under the fixed ratio approach, if the 

debtor company‘s debts exceed a certain proportion of its equity capital, then the interest on the loan 

or the interest on the excess of the loan over the approved proportion is automatically disallowed or 

treated as a dividend.  

 

Decision Impact 

The amendment made to section 16 (q) of the Income Tax Act thus makes all the debts contracted by 

a local company or subsidiary of a local company with a locally registered financial institution or 

other person ordinarily resident in Zimbabwe which exceed the 3:1 ratio, to be deductible for income 

tax purposes. This provision is thus an advantage for those persons that wish to start companies or 

expand their companies since starting or expanding a business may require a high degree of debt 

financing which will mean the debt to equity ratio is likely to exceed 3:1. The persons will thus be 

able to deduct such amounts of debt against their gross income which gives them a tax advantage.  

This provision also encourages the companies to contract and seek financing from Zimbabwean 

residents to keep the economy boosted rather than contract elsewhere.  
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4.1.3  Tax debts to haunt directors of wound up companies 
 

Background 

Many companies get wound up mainly because of financial constraints and losses (involuntary winding 

up). Other companies may be forced into liquidation by tax debts. After the voluntary winding up of the 

company, some directors may choose to establish another company which carries on the same 

objectives of the wound up company. We reported in our June 2016 MTU that the ZIMRA 2016 Q1 

reported uncollectable tax of about US$2.58 billion, housed mainly by abandoned and liquidated 

companies and the amount keeps growing. This is a consequence of shareholders and directors walking 

out of tax ridden companies to open new companies when it has become difficult to clear the debt and 

obtain tax clearance. The new company inherits the business, client list, suppliers or premises of the 

defunct business. The practice is known as reincarnation or phoenix. The Finance Bill of 2018 is 

proposing to stop this practice by amending s77 of the Income Tax Act to make directors accountable 

of tax debts of their old companies. 

 

Law and Interpretation 

Effective 1 January 2018, the Finance Bill is proposed to amend s77 (―Recovery of tax‖) of the Income 

Tax Act [Chapter 23:06] by inserting the following subsection after subsection (7) as follows: 
―(8) If a company (the ―old company‖) is wound up voluntarily, whether in Zimbabwe or in its country of 

incorporation, and— 
(a) the directors of the old company incorporate or register another company or other entity (hereinafter called the 

―new company or entity‖) that carries out substantially the same business as the old company; or 
(b) the whole or a substantial part of its business and property wherever situate is transferred to another company 

or entity which will be or has been formed, incorporated or registered under any law; the directors of the old 

company (whether or not any of them become directors of or act in a similar capacity in relation to the new 

company or entity) shall be jointly and severally liable for the amount of any tax due and payable by the old 

company.‖ 
 

Therefore, in the event that a voluntary winding up takes place in a certain company whether in 

Zimbabwe or in another country where it is established, and the directors choose to open another one 

which carries on the same business as the wound up company, these directors shall be liable to pay the 

tax liability of the old company that has been wound up. The same applies if the property or part of the 

wound up company is transferred to another company. The provision is meant to prevent tax evasion 

scheme by making directors personally liable for tax debts of their old companies. It had become very 

easy for directors to abandon their old company and yet continuing with the same business under a 

different name. 

 

Meanwhile, s77 (3) of the Income Tax Act empowers the ZIMRA to recover tax from a relation who is 

a beneficiary of an asset transferred by a person with the intention of avoiding paying tax. The tax to be 

recovered shall be the equivalent of the fair market value of the asset transferred. There is look back 

period of up to one year for transfers made to relations unless it can be proved that the transfer was 

made at arm‘s length. Also, s56 of the same Act imposes a personal liability on the public officer if, 

while tax remains unpaid he/she alienates, charges or disposes the income or property from which tax 

could lawfully have been paid unless he/she can prove that the non- payment of tax was not due to 

his/her negligence, misfeasance or breach of his/her tax duties. Section 318 of the Companies Act 

[Chapter 24:03) allows ZIMRA in its capacity as a creditor of the company to make an application to 

the court if in its opinion believes that the directors or any other person was conducting the business of 

the company recklessly, negligently or fraudulently. The court may then declare directors personally 

responsible for the company tax debts. The same provisions apply under the Insolvency Act.  

 

Decision Impact 

The legislation is likely to impact small to medium businesses as these are the ones mostly involved in 

phoenix behaviour compared to big enterprises. The measure is thus beneficial to the ZIMRA since it 

will be able to still recover the tax liability of the wound up company from the former directors of that 
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company who would have opened a new one. Directors will therefore expected to retain their business 

whilst entering into payment plans for their tax debts. 
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4.2. Announcements 
 

4.2.1. Clearing Agents Get An Extension For Renewal of Licences For 2018  

 

Background 

The Zimbabwe Revenue Authority (ZIMRA) has been experiencing challenges with the Automated 

System for Customs Data (ASYCUDA) World system which has resulted in delays in clearance of 

traffic at the ports of entry. To mitigate against these challenges, ZIMRA has put in place interim 

interventions to ensure that the delays in clearances at ports of entry are minimised and that there is 

continuity in the clearance of travellers. This includes the implementation of measures in line with the 

Authority‘s Business Continuity Plan to ensure clearance of travellers and commercial cargo. This 

problem has also resulted in a difficulty for clearing agents to renew their licences for 2018. The 

Zimbabwe Revenue Authority (ZIMRA) has thus extended the period for renewal of Clearing Agents‘ 

Licences for 2018 to 31st January 2018.  

 

However, all clients whose applications have been approved are encouraged to go ahead and pay the 

2018 licence fees through their respective ZIMRA stations. Furthermore, all active Clearing Agents 

whose applications for renewal of licences for 2018 are still being processed by ZIMRA will not be de-

activated on 31st December 2017 and may continue to provide clearing services as usual up to 31st 

January 2018. ZIMRA is also advising all clearing agents who still have outstanding obligations to 

continue engaging the respective ZIMRA stations to clear their outstanding obligations by 31st January 

2018. 

 

Decision Impact 

The extension in the renewal of clearing agents‘ licences for 2018 means that those agents who had 

applied for renewal of licences for 2018 but are still being processed have thus been given a grace 

period and have the chance to continue carrying on their normal role as clearing agents until 31 January 

2018, before they even have the renewed licence for 2018. This is an advantage for the clearing agents 

since they will not be put out of business because of the technical fault at ZIMRA. Through this 

extension again, those clearing agents who owe ZIMRA have been given a chance to clear off their 

pending obligations by the 31
st
 of January 2018.  

 

4.2.3 Upward review of export incentive for tobacco growers 

Background 
The RBZ governor has announced an upward review of export incentive for tobacco growers from 

5% to 12.5% for the 2018 tobacco season. The incentive aims to promote production of tobacco for 

purposes of earning foreign currency. Meanwhile, the incentive will be payable into a bank account. 

Engagement of middlemen as the buyer of their tobacco will result in the grower losing out on the 

incentive. The details in full are as per press statement as follows:  
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Decision Impact  

The incentive is a government support to encourage production of tobacco whilst not imposing extra 

burden on the buyers of tobacco. Those with bank accounts would not receive the incentive.    
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5 Disclaimer Clauses 
 

 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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