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1. About us 
 

1.1. Introduction 
 

Welcome to our June 2016 Monthly Tax Update (MTU) which is designed to keep you informed of 

latest tax issues. Once again Tax Matrix is proud of publishing this (MTU) hoping that it will bring 

value to your business and your carrier prospects. Tax Matrix (Pvt) Ltd analyses the tax developments 

to ensure that you, as our most valued client, are kept abreast of changes in the tax world. Also it is 

our major concern to keep you updated with information that includes law amendment cases that 

brings relevancy to your business environment.  

 

In this MTU we announce our upcoming events, discuss the controversial SI64, the land commission 

bill, our thoughts on the upcoming midterm budget (the penalty loading model, VAT withholding tax 

etc) and a synthesized explanation of garnish order among other issues. We also analyse the tax 

developments to ensure that you, as our most valued client, are kept abreast of changes in the tax 

world.  

 

This MTU also contains an analysis of the new and existent rules and regulations. This analysis will 

help you to identify some of the pitfall that can be avoided in your business or practice. Tax Matrix 

(Pvt) Ltd also identifies examines and analyses relevant ZIMRA publications and interpretations.  

 

In summary our MTUs are meant to help you to: 

 

• Identify new tax planning opportunities. 

• Keep you updated with all changes in the tax world. 

• Keep you aware of current ZIMRA interpretations. 

• Recognize common pitfalls many tax payers could avoid. 

• Minimize compliance errors and offer practical and effective tax solutions. 

 

This MTU is designed to provide latest and most important tax developments relating to individual 

and business taxation which can educate you on how to take advantage of new tax planning 

opportunities and strategies. We bring you up-to-date every month with tax related information in our 

MTUs. Above all it is our major aim that this MTU brings value to the business community, ZIMRA 

and the academia and should stand out as a useful tool in helping Zimbabweans comply with the tax 

laws. 
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1.2 Disclaimer 
 

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

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

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

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

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

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

 

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

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

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

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

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

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

of its contents may be subject to change without notice.  

 

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

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

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

 

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

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

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

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

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

1.3.1 Tax Matrix services 
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1.3.2 Tax Matrix Publications 

Our book shop is proud to inform you that we have the following books in stock and can be obtained at 

our offices at number 56 Palmer Road Milton Park Harare. We deliver through DHL and Swift for those 

outside Harare upon you paying the delivery charges.   

 

                                  
 

                                                                          

                                 . 

 

 

For orders please contact Roseline on +263 (4) 741334 or +263778 363 600 or visit us at our offices 

No. 56 Palmer Road, Milton Park Harare, Zimbabwe 

 

 

 

 

 

 

 

 

 

 

 

$ 14 (Exc 

VAT) 

$30 (Excl 

VAT) 

$35 (Excl 

VAT) 

$ 60 (Excl 

VAT) 
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1.3.3 Monthly Tax Update (MTU) subscription 

Dear valued clients with effect from 1 August 2016 our Monthly Tax Update (MTU) will be 

accessible only to subscribed members. However we have kept the subscriptions to a very minimum 

level to ensure all our valued clients are able to continue accessing this service    
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1.3.4 Join our short courses – Module Based Courses (MBC) to refresh your memory 

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

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

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

 

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

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

 

Course no Course Course content Date 

1.  Introduction to 

VAT  

This course deals with the underlying VAT principles 

such as the time and value of general types of supplies. 

Explains the various types of supplies (exempt, standard 

and zero rated supplies) including deemed supplies. The 

law regarding VAT input tax claim are also discussed as 

well as other day to day-to-day VAT matters. 

15 July  

 

2.  Advanced VAT 

matters. 

This session deals with advanced principles covering VAT 

on imported services, sale of going concern, VAT 

deferments, adjustments and compliance matters. 

29 July  

3.  Withholding 

Taxes on 

payments to 

foreign service 

providers 

The onerous administrative matters and principles of 

withholding tax on foreign service providers constitute the 

core of this session. Discussed also are the reliefs 

obtainable under Double Taxation Agreement and cases 

where reliefs cannot be obtained. 

19 August 

4.  Withholding  tax 

on local 

transactions and 

tenders 

Withholding tax on local contracts is always a topical 

issue and in this session we discuss the law relating to this 

matter and advice on practical considerations of managing 

withholding taxes. We also discuss other local 

withholding tax matters such as capital gains, withholding 

tax, resident tax on interest, resident tax on dividend 

among other matters.  

2 September 

5.  Transfer pricing- 

Introduction 

Transfer pricing legislation was enhanced early this year 

with the introduction of transfer price methods. In this 

session we introduce the legislation and discuss the 

various transfer price methods. 

16 September 

6.  Transfer pricing This session is a follow on the previous course and this 

time focusing on advanced transfer pricing principles. We 

discuss the arm’s length, intragroup services, 

documentation and the penalty regime for non-compliance 

with the arm’s length among other matters. This course 

and the previous should enable you to prepare for next 

year’s ZIMRA audits on transfer pricing. 

30 September 
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2. Legislation 

 
2.1     Acts 
 

Nothing to report on 

 

2.2      Statutory Instruments 
 

2.2.1 Riots over introduction of SI 64 

Background 

 

The government has amended laws relating to importation of basic commodities in order to promote 

local production of these commodities and at the same time controlling externalisation of United States 

dollar. Only operators issued import licenses by the Ministry of Industry and Commerce are permitted to 

import into Zimbabwe the listed commodities. Individuals buying for personal consumption are allowed 

to import without the need for a license unless the goods deemed imported are for commercial purposes 

or are in large quantities. The Minister of Industry and Commerce is quoted in the Herald of 2 July 2016 

saying that “Anyone who travels, you bring one, two or three items, that is not the issue. The issue is to 

control certain products that we make here……”   Statutory Instrument 64 may be welcome to local 

manufacturers but it is igniting wide spread boycotts by travellers at the port of entries especially at 

Beitbridge.  

 

The law 
 

Through section 4(1) (a) of the Control of Goods (Import and Export) (Commerce) Regulations, 1974, 

published in Rhodesia Government Notice 766 of 1974 the Minister of Industry and Commerce has 

enacted new law which amends goods qualifying under the Open General Import Licence. The effect is 

to ban unlicensed goods.  The new law took effect from 17 June 2016. The notice is cited as the Control 

of Goods (Open General Import Licence) (No.2) (Amended) Notice, 2016 (No.8).  

 

Interpretation of the instrument 
 

SI 64 is not a complete ban on the importation of the listed products but it is removing them on Open 

General Import Licence (OGIL). Only those with import licences are allowed to import these goods. This 

means a ban to those seeking to import without possessing a licence. To be issued with a permit there has 

to be justification that the goods are not locally found. The Ministry of Trade and Commerce has issued 

3000 import licenses to date. 

 

In the Herald of 2 July 2016 the Minister Bimha cited that the SI was not a ban on the importation of the 

listed products. “It’s not a ban . . . whoever wants to import will be issued with a licence if he/she 

provides a satisfactory explanation why the goods are needed in the country. “The importers will need to 

tick the boxes on the reason for bringing products in such as an anticipated shortage of the product. “We 

cannot ban imports as Zimbabwe is bound to other countries under various trade agreements and there 

is always the fear of reciprocity.” He further indicated that the controls were not peculiar to Zimbabwe 

and more importantly were time bound after which they are removed and that they were meant to allow 

companies to retool and increase capacities. The Industry ministry had adopted a sector by sector 

approach in protecting industry and the latest regulations were gazetted after widespread consultations 

from industry representatives and stated that the ministry in partnership with the private sector was 

setting up a committee to monitor the implementation of statutory instruments. 
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Goods removed from Open General Import Licence 

 

Tariff Code Product 

2106:9090 Coffee creamers (Cremora) 

3304;9990 Camphor creams, white petroleum jellies and body creams 

3917:2110, 3917:2190, 

3917:2310, 3917:2320, 

3917:2390 and 8424:8100 

Plastic pipes and fittings 

8716:8010 Wheel barrows (flat pan and concrete pan wheel barrows) 

7308:3090 Structures [steel (bridges and bridges sectional ockgates, towers, lattice 

masts, roofing frame works, doors, windows and their frames and 

thresholds for doors ,shutters, balustrade, pillars) and plates ,rods, 

angles, shapes, sections and tubes prepared for use in structures of iron 

and steel]                                                                                    

7210:4100 flat-rolled products of iron or non-alloy steel ,of a width of 600mm or 

more, clad plated or coated and corrugated steel roofing sheets 

9403:2090 Other furniture and parts thereof and other metal furniture of steel 

kitchen units 

8418:9910, 8418:9990 and 

9406:0091 

Metal clad insulated panels 

2005:5900 and 2005:2000 Baked beans and potato crisps 

1904:1010 Cereals 

 Bottled water, Mayonnaise ,Salad cream ,Peanut butter, Jams Maheu, 

Canned fruits and Vegetables ,Pizza base, Yoghurts Flavored Milks 

,Dairy juice blends ,Ice creams ,Cultured milk, Chinese. 

 

4012 Second hand tyres (all re-treated or used pneumatic tyres of rubber) 

5607:2100 and 5607:4100 Baler and binder twine 

 Fertilizers (Urea and Ammonium nitrate), Compounds and blends, Tile 

adhesive and nylon, Shoe polish, Synthetic hair products. 

 

 Flash doors, Beds, Wardrobes, Bedroom and dining room suites, Office 

furniture and Tissue wading 

5208 and 5209 Woven fabrics of cotton (containing 85% or more by weight of cotton, 

weighing not more than 200g/m) 

5210 Woven fabrics of cotton (containing less than 85% by weight of cotton  

fibres weighing not more than 200g/m) 

5211 Woven fabrics of cotton (containing less than 85% by weight of cotton, 

mixed mainly with man-made fibres, weighing more than 200g/m.) 

  

What is the implication to your business practice? 

 The majority of goods being removed from the Open General Import Licence are non-essentials or 

finished products. There is wisdom in promoting local production and spare the little United States 

dollar we have at the same creating local jobs. However the Instrument could have been mistimed 

and wrongly used to control the on-going cash crisis. 

 The SI is heavily affecting informal traders who had found a living out of selling the listed products, 

hence the current riots. Some may resort to smuggling these goods into the country.  

 However, the implementation of the SI 64 is in line with domestic procurement index requiring a 

country to cut imports by focusing on local production. For example South Africa has managed to 

promote its local products by the “Proudly South African campaign” which has a 75 percent local 

procurement. 
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 Notwithstanding depressed wages, Zimbabwe is high cost of production country due to antique plant 

and machinery, electricity shortages among other factors etc. This could work against successful 

implementation of the SI and result in serious shortages or overpriced goods. 

 The issuance of the Import Licence may ignite corruption and smuggling. 

 The implementation of SI 64 violates the mandate of the World Trade Organization [WTO].The 

WTOs provisions correspond with the General Agreement Tariffs and Trade. Article XI of GATT 

prohibits use of quantitative restrictions on imports and exports through quotas, licences and other 

measure. The Article XI reads:  

“no prohibitions or restrictions other than duties, taxes or other charges, whether made 

effective through quotas, import or export licences or other measures, shall be instituted or 

maintained by any contracting party on the importation of any product of the territory of any 

other contracting party or on the exportation or sale for export of any product destined for 

the territory of any other contracting party”. 

 Zimbabwe is a member of the southern African Development Community [SADC] which 

promotes free trade. In the event that Zimbabwe didn’t seek for permission from SADC to remove 

the said products from general open import licence, there are likely chances of trade retaliation.  

 

2.3      Bill Watch 
 

2.3.1 Summary of the Land Commission Bill, 2016- Farmers 
 

Background 

 

The Land Commission Bill aims to provide for the Zimbabwe Land Commission referred to in section 

296 of the Constitution and for matters pertinent thereto, including the allocation of rights in State Land 

for agricultural purposes, the registration of such rights, the creation and extinction  of servitudes over 

State Land ,the settlement of persons on such land, the control of the subdivision and lease of land for 

farming or other purposes and the limitation of the number and sizes of pieces of land that may be owned 

by any individual . The Bill further seeks to repeal the Agricultural Land Settlement Act (Chapter 20:01) 

and the Rural Land Act (Chapter 20:18) and to amend the Land Acquisition Act (Chapter 20:18) 

 

Functions of the Commission 
 

The Commission seeks to ensure accountability, fairness and transparency in the administration of 

agricultural land that is vested in the State. It is further required to conduct periodical audits of 

agricultural land, to make recommendations to the government regarding different land issues and to 

investigate and determine complaints and disputes regarding the supervision, administration and 

allocation of agricultural land. 

 

Zimbabwe Land Commission and Staff 
 

The Zimbabwe Land Commission shall be a body corporate capable of suing and being sued in its 

corporate name and shall perform all Acts that body corporates may by law perform. The Commission 

shall appoint an Executive Secretary and other staff as may be necessary for the proper exercise of its 

functions and engage consultants where necessary. It shall submit an annual report on its operations and 

activities for the previous year to the Minister within sixty days after the end of each financial year. 

 

Audits and Investigations by Commission 
 

The Commission shall on its own initiative in not less than 14 days written notice to the Minister, 

undertake comprehensive inspections and audits of agricultural land, whether nationwide or 

incrementally and rotationally by province. The inspections should be a maximum of 2 in any calendar 

year and 1 comprehensive audit in any continuous period of 5 years. Any person having a complaint or 

affected by a dispute regarding the supervision, administration and allocation of agricultural land may 
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make a written complaint to the commissioner requesting it to investigate such complaint or dispute. The 

Bill also states the manner in which investigations, audits and complaints are to be carried out. 

 

Powers of appropriate Minister in relation to state land  
 

In addition or alternatively to the acquisition of land by the use of Land Acquisition Act ,the Minister 

may with the approval of the President ,by way of exchange for State Land or by means of the 

acceptance of gifts or bequests acquire land on behalf of the state. After consultation with the 

Commission and with the approval of the President, lease, sell or otherwise dispose of State land for such 

purposes and subject to such conditions as he or she may determine. 

 

Land Settlement 

 

The Minister after consulting with the Commission may establish schemes or make other provision for 

the settlement of persons on and the alienation to such persons of agricultural land. Application of leases 

has to be referred to the Minister. No land shall be allocated to a corporate body unless it was 

incorporated in Zimbabwe. Such corporate should be legally competent to acquire, hold and farm the 

holding and is able to raise share capital which will make the land operate efficiently. The President is 

empowered at any time to repossess land alienated in terms of this Act or any portion thereof, for state, 

local authority or public purposes. Subject to the terms of the offer letter, lease or permit in question, an 

offer letter holder, lessee or permit holder shall not cede or assign possession of his/her rights or enter 

into partnership for the working of his or her holding of Gazette land. 

 

Control and occupation of Agricultural Land 
 

In order to ensure that land is not being occupied adversely the Minister will direct the Commission 

through a written notice to undertake an investigation. The Minister may give orders to lawful holders or 

other occupiers of farms pertaining to the number of people who are supposed to occupy the farm and 

activities supposed to be carried out. Any holder who contravenes with the order shall be guilty of an 

offence and be liable to a fine. Before the order is made, the Minister will first give a notice about his 

intention to make the order to the lawful holder of the farm. The notice may also be directed to people 

conducting prohibited activities. The Minister may also revoke or vary the order or extend time for 

compliance therewith and then if an occupier is unable to comply with the order he/she may apply for 

extension of time to the Minister through the Commission. The Minister may, in determining the appeal 

seek but not be bound by, the advice of the Commission on the appeal. 

 

Dispute settlement functions of the Commission 
 

The Commission or any three of its members appointed by the chairperson for the settlement of any 

particular dispute or appeal has jurisdiction to determine any appeal which the Act provides. In 

determining a dispute or appeal the Commission shall be bound by the rules of natural justice but shall 

not be bound by the common law rules of evidence. For the purpose of determining an appeal, the 

Commission has to select two assessors from a panel of names submitted by the Minister responsible for 

justice. 

 

Register of Partially Alienated State Land Rights 
 

The Registrar shall establish and maintain a register to be known as the Register of Partially Alienated 

State Land Rights. The register shall contain information about the occupier of the farm, location of the 

farm and particulars such as of transfer, cancellation, suspension, repossession or other transactions 

pertaining to the farm. When an application is made to the Commission for a partially alienated land 

right, the application will be sent to the Executive Secretary of the Commission how will determine if the 

application is worthy to be recommended to the Minister for final registration. The entry in the register 

shall prevail as definite proof in the case of inconsistences. 

 



 

Page 12 of 31 
 

Statutory Servitudes in Relation to Partially Alienated State Land 
 

This section elaborates on the powers of designated officers in regard to creation, variation and 

cancellation of statutory servitudes and the methods to be used. Reference of disputes in connection with 

proposed statutory servitudes and rights, privileges and obligation of interested parties at hearing are also 

given. Powers of the Commission in regard to disputes in connection with proposed statutory servitudes 

are also elaborated. Also highlighted is the registration of statutory servitudes in Deeds Registry, disputes 

in connection with statutory servitudes and registration of pre-existing servitudes or agreements for 

servitudes concluded before commencement of this Act.  

 

Financial Provisions 
 

The funds of the Commission shall consist of moneys appropriated by Act of Parliament for the salaries 

and allowances payable to and in respect of members of the Commission and the recurrent administrative 

expenses of the Commission. The Commission shall also ensure that proper accounts and other records 

relating to such accounts are kept in respect of all the Commission’s activities, funds and property, 

including such particular accounts and records as the Minister may direct. The accounts of the 

Commission shall also be audited by the Auditor General. 

 

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

 

 The bill is meant to establishing order in this farms by restricting the number of persons required to 

occupy the farmer at the same restricting the illegal letting of the farms as well as ensuring 

productive of such land. Our concern though is that the Commission does not have independence to 

work without interference from the Minister and the President. Matters to do with dispute resolution 

and repossession all appear vested in the Minister and the President. Although this necessary for the 

security of the country this does not guarantee security of tenure to the farmer   

 Meanwhile, land audits and investigations are necessary to expose the true state of agricultural land 

use and those with multiple farms. This may be good in spirit and yet there is no political will to 

expose this since the ministers and other government officials have vested interest in the matter. 

 Government will need to take the audits seriously to enable allocation of the land to deserving people 

so as to boost the agriculture sector. The sector has the potential to create jobs within it and in 

downstream industries, which other industries like mining cannot do.  

 The land should be issued to individuals with the capacity to utilize agricultural land effectively. This 

will boost agricultural production for the country. It also our hope the promised accountability of use 

of land will be implemented in spirit. This will also enable accountability from farmers in terms of 

paying taxes therefore increasing revenue flow for ZIMRA. A1 farmers are subject to $15 per annum 

in rentals whilst A2 farmers are supposed to pay $5 per hectare per annum. 

 We also identify that the Bill has not sufficiently dealt with the issue of allocating permits to 

smallholder farmers. It must be noted that smallholder farmers are the ones that feed the nation, 

whereas the commercial farmers often concentrate on growing for export. Therefore, there is need to 

establish security of tenure for the smallholders.  

 The respect for the rule of law will ‘resurrect agriculture’ and encourage wider industrial and 

economic growth and this can only occur if there is securing private property rights. Unless farmers 

enjoy fully bankable and transferable property rights all plans to feed the nation will not succeed.  

 The government therefore needs to seriously sort the issue of property rights in order to ensure 

farmers are able to use the land as security to secure funding. At least this will enable to farmer to 

approach the bank for funding unlike now where banks would resist funding farmers because there 

would be no security should that farmer lose his piece of land.  

 In our view part of the bill which gives lands minister the discretional powers to repossess land at 

short notice of 14 days does not guarantee property rights to the farmer.  
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3 Court cases & Appeals 
 

3.1  Court cases 
 

3.1.1 The famous bacossi ($ for 2) was not tax clean  

Case AT International Ltd Vs the Commissioner ZIMRA (15-HH-285) 

Summary  AT International Limited is a foreign owned company incorporated in the British 

Virgin Islands in Guernsey in the Channel Islands despite not permitted to trade in 

that jurisdiction.  

 The company was registered with the RBZ in 1992 under a US$10 million line of 

credit scheme with the aim of construction of Chitungwiza road. It however changed 

its mandate and became supplier of basic commodities to local companies including 

WG, its holding company. 

 Meanwhile, AT International Limited entered into an agency agreement with D & T 

(D& T was subsidiary of WG)  

 ZIMRA conducted a tax audit assessment between May 2006 and September 2008 

which revealed non-payment of VAT by AT International Limited on supplies of 

bacossi and non-bacossi commodities 

 The company contended that it was neither an importer nor registered operator nor 

operates any trading business in Zimbabwe and therefore not required to pay VAT. 

 The court ruled out that AT International Limited was an importer and hence was 

liable to register and charge VAT. 

Jurisdiction High Court of Zimbabwe Harare 21 January and 21 October 2015 

Decision • That AT International Limited was operating business activities in Zimbabwe and 

was liable to pay VAT in Zimbabwe henceforth bears the obligation to remit VAT in 

foreign currency to ZIMRA. 

• That AT International Limited’s objection raised important legal points on the status 

of a bill of entry and that the grounds of appeal were not frivolous.  

• That AT International Limited’s objection raised important legal points on the status 

of a bill of entry and that the grounds of appeal were not frivolous.  

• That the onus was on AT International Limited to establish that the conversions of 

currencies were arbitrary. 

• Each party to bear its own costs 

 

 

What were the issues? 

a) Whether AT International Limited was the importer of the goods in question into Zimbabwe? 

b) Whether AT International Limited operate a business in Zimbabwe? 

c) In terms of s 6 of the VAT Act [Chapter 23:12] who was responsible for the payment of VAT on the 

imported BACOSSI goods and separately on the imported non-BACOSSI goods? 

d) Whether AT International Limited was liable to pay any outstanding VAT in foreign currency? 

What were the facts? 

 AT International Limited is a foreign registered company incorporated in the British Virgin 

Islands in Guernsey in the Channel Islands despite not permitted to trade in that jurisdiction 

 The company’s interests in Zimbabwe were in property investment and participation in the 

construction of the Chitungwiza road, but changed its interests to that of a supplier of basic 

commodities to local companies that included the West Group (WG), its holding company. 

 In order to carry out this mandate AT International Limited concluded an agency agreement with D 

& T (a subsidiary of the holding company). 
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 By 1999 AT International Limited was supplying basic commodities under a US$10 million line of 

credit registered with the RBZ to the local companies and its holding company. 

 In 2007 RBZ unveiled the Basic Commodities Supply Side Intervention, BACOSSI, which was 

meant to end the chronic shortages of basic commodities in Zimbabwe of non bacossi and basic 

commodities and hence identified D & T as the supplier of these commodities. 

 RBZ and AT International Limited commenced negotiations which culminated in the purchase of the 

non Bacossi basic commodities that were in the D & T warehouse and also concluded an agreement 

for the supply of basic commodities to the RBZ in Zimbabwe, the bacossi goods. 

 The agreement was reduced to writing but neither party appended its signature to the agreement. 

AT International Limited was unhappy with the preamble to the agreement. 

 ZIMRA conducted a tax audit of the foreign purchases of RBZ from AT International Limited 

which revealed non-payment of VAT on the transactions by AT International Limited. 

 The audit also revealed that D & T was paid commission in accordance with agency agreement with 

AT International Limited. 

 ZIMRA then  made a written demand of outstanding VAT to the finance director of the holding 

company who was also the public officer of D & T 

 The demand culminated into a meeting of representatives from RBZ, ZIMRA and the liaison officer 

of AT International Limited (also the sales and marketing director of WG). 

 Meanwhile, ZIMRA appointed the CEO of WG as the public officer for AT International Limited in 

accordance with s 61 of Income Tax Act on the basis that that his company was closely linked and 

connected to AT International Limited’s local trading activities 

 The CEO denied  the appointment citing that he was neither an agent, employee, director nor a 

signatory to AT International Limited’s bank account, but  ZIMRA insisted on the appointment 

 The public officer of D & T disputed the legality of the appointment of his CEO as a public officer 

for the AT International Limited, but nonetheless compiled and delivered the monthly breakdowns of 

the income received by D & T  as requested  by ZIMRA  

 ZIMRA proceeded to appoint the holding company and its subsidiaries as an agent for the collection 

of VAT due from AT International Limited in accordance with s 48 of the VAT Act 

 AT International Limited through its authorised signatories wrote to the CEO of the holding 

company and copied the letter to ZIMRA and RBZ disputing tax liability on the basis that it was not 

the importer and that the sale to the importer, the RBZ, took place outside Zimbabwe.  

 The RBZ through its SDC then engaged the lawyers of AT International Limited. However, AT 

International Limited declined to supply SDC with information on its business profile, shareholders 

and directors, summary of significant business activities in the 12 months to the date of the letter and 

on the nature and extent of its business activities in Zimbabwe, its certificate of registration, any 

board resolutions on Bacossi transactions and its local call account. 

 Without this information, the SDC was unable to establish with certainty whether AT International 

Limited was conducting local trading activities and hence to exclude it from VAT liability. 

 Nonetheless the SDC advised that the RBZ was liable for the payment of VAT in local currency on 

the basis of the bills of entry that identified it as the importer and urged the RBZ to tender the duty in 

local currency hoping that if ZIMRA accepted the payment AT International Limited would 

automatically be exempted from liability. 

 SDC in a letter to AT International Limited’s legal practitioner confirmed the importation of Bacossi 

goods and the acceptance of liability for VAT by the RBZ. 

 However in a meeting between ZIMRA and RBZ, the RBZ governor repudiated the concession made 

by the SDC but instead stated the liability lies with AT International Limited. 

 Due to the national importance of the project and the profile of the major beneficiaries, the RBZ 

resolved to seek exemption for payment of VAT on these goods from the Ministry of Finance.  

 A further meeting on the issue was held between the RBZ and the holding company where the 

Governor stated that if RBZ was to accept liability it would be settled in Zimbabwe dollars.  

 The investigation prompted ZIMRA to raise VAT liability against the AT international Limited on 

both the non Bacossi and Bacossi transactions inclusive of interest and penalties. 



 

Page 15 of 31 
 

 AT International Limited lodged an objection to the assessment in terms of s 32 of the VAT Act and 

also applied for condonation from the Commissioner for filing the objection late. 

 ZIMRA dismissed the condonation and disallowed the objection.  

Was AT International Limited the importer of the goods into Zimbabwe? 

 

What were the arguments? 

 

The Taxpayer 

 That its evidence and the documentation it holds establishes on a balance of probabilities that RBZ 

rather than AT International Limited was the importer 

 That the bills of entry showed that it was not liable for VAT as it was not the importer and that these 

documents were public documents which should be relied on.  

 That its  reliance on the public document is based on s 12 of the Civil and Evidence Act and R v 

Karge & Anor 1971 (3) SA 470(T) at 473F  (refer below for s 12 and decision of the case) 

 That these bills of entry were public documents that were proffered and accepted in terms of the 

Customs and Excise Act and these documents established that the RBZ and not AT International was 

the importer. 

The Commissioner  

 That the evidence and documentation showed AT International Limited as the importer 

 That this evidence was as follows: 

 The exportation of goods from South Africa is facilitated by the production of the Republic of 

South Africa Exchange Control Declaration F178 also known as the foreign currency payment 

declaration and the South African bill of entry.  

 The bills of entry were issued to AT International Limited for the goods destined for Zimbabwe.  

 Attached to F178s were commercial invoices of the South African vendor indicating AT 

International as the consignee and vendor (consignor/exporter) and the purchase price.   

 Attached also were customs road consignment notes/delivery notes CIF Harare and export 

clearing and forwarding instructions raised by the transporter. The documents also described AT 

International Limited as the consignee.  

 The Zimbabwe Customs and Excise require the South African exchange control declaration and 

the commercial invoice of the South African vendor and their attachments for the goods to enter 

Zimbabwe. ZIMRA Bills of Entry Form 21 together with commercial invoices issued in the 

name of the AT International Limited were presented, accepted and processed by Zimbabwe 

Customs at Beitbridge. 

 The commercial invoices from the AT International Limited were generated by it under its letter 

head, showing RBZ as the importer, delivery CIF Harare to the agent of the AT International 

Limited on condition the goods are not released unless pre-paid to the offshore account in AT 

international Limited’s name with the Royal Bank of Scotland. 

 The local bills of entry Form 21 identify AT International Limited as the exporter/consignor and 

the RBZ as the importer/consignee. No duty was charged for all the SL consignments but duty 

was demanded from the declarant/clearing agent for 2 of the WP consignments. The ones for 

which no duty was levied were released on the strength of the customs release orders attached to 

each bill of entry.  

 That the bills of entry were public documents provided by ZIMRA for the entry of goods into 

Zimbabwe, but other evidence led by AT International Limited together with the unsigned agreement 

of the supply of basic commodities between  AT International Limited and the RBZ eclipsed all 

reference in the bills of entry of the RBZ as the importer.  

What was the legislation or Judicial precedents considered? 

 

Legislation Considered 
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 Section 12 of Civil and Evidence Act which reads as follows: 

“12 Public and official documents 

In this section— 

“public document” means a document— 

(a) which was made by a public officer pursuant to duty to ascertain the truth of the matters stated 

in the document and to make an accurate record thereof for public use; and 

(b) to which the public have a right of access; 

“public officer” means a person holding or acting in a paid office in the service of the State or a local 

authority. 

(2) A copy of or extract from a public document which is proved to be a true copy or extract or which 

purports to be signed and certified as a true copy or extract by the official who has custody of the 

original, shall be admissible in evidence on its production by any person and shall be prima facie proof 

of the facts stated therein. 

 

Cases Considered 

 

R v Karge & Anor 1971 (3) SA 470(T) at 473F Hiemstra J stated that: 

“A public document is one made by a public officer in the execution of a public duty; it must be intended 

for public use and the public must have a right of access to it (Northern Mounted Rifles v O’Callaghan 

1909 TS 174 at pp 176-177). The mere production will furnish prima facie proof of the contents provided 

that it is the public duty of the person who keeps the register or the records to make entries satisfying 

him of the correctness thereof.” 

 

What is the Court`s reasoning and decision? 

 That the onus was on AT International Limited to establish that it was not the importer.  

 That it is indisputable that ZIMRA Customs officials are public officers by virtue of being employed 

by the State and that the bills of entry are public documents whose contents are prima facie correct.  

 That the onus to disprove the correctness of the contents of the bills of entry lies with ZIMRA. 

 That  ZIMRA used the unsigned agreement as an antidote for the bills of entry  

 That the unsigned agreement suggested local incorporation and a local business address for AT 

International Limited. It also identified the products, their quantities and transactional values and that 

AT International Limited was responsible for delivering the goods CIF Harare or any other 

destination in Zimbabwe and was to be paid cash on delivery weekly for 3 months.   

 That AT International Limited was also responsible for weighing, inspection and packaging at 

loading sites outside Zimbabwe where the RBZ could conduct random inspections at AT 

International Limited’s expense and that the RBZ undertook to facilitate expeditious clearance of the 

goods at the Zimbabwe ports of entry. 

 That while ZIMRA had the duty to disprove that the importer was the RBZ, the true, overall and 

unchanging onus to prove the correct terms and conditions in the agreement reached between the AT 

International Limited and the RBZ lay on AT International Limited. 

 That is the onus to establish that the terms and conditions in their agreement were different from 

those captured in the unsigned agreement was on AT International Limited. 

 That the court agree with ZIMRA that the unsigned agreement placed the duty to import the goods 

into Zimbabwe on AT International Limited 

 That the delivery of the goods cost insurance and freight Harare strongly suggests that the AT 

International Limited imported the goods into Zimbabwe. 

 That the obligatory cost, insurance and freight Chitungwiza bonded warehouse delivery clause and 

the expeditious clearance clause also suggests that AT International Limited was the importer. 

 That this much was admitted by AT International Limited’s lawyer  by reference to Commissioner of 

Taxes v ‘A’ Company 1979 (1) RLR 29 (A) at 42; 1979 (2) SA 409 (RAD) at 416; 41 SATC 59 

(RAD) at 68. 
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 That AT International Limited did not produce the bill of entry from South Africa which would have 

shown who the exporter of the goods from South Africa was.  

 That the definition of “export” and “exporter” in s 2 of the Customs and Excise Act [Chapter 23:02] 

and “exported” and “export country” in s 2 of the Value Added Tax Act denote the removal of goods 

from Zimbabwe.  

 That exporter is defined in the Customs and Excise Act as “any person in Zimbabwe who takes 

goods or causes goods to be taken out of Zimbabwe and includes any employee or agent of such 

person and the owner of such goods as are exported.” On the other hand, to import is “to bring goods 

or cause goods to be brought into Zimbabwe” and an “importer in relation to goods includes any 

owner of or other person possessed of or beneficially interested in any goods at any time before entry 

of the same has been made and the requirements of this Act fulfilled.”  

 That the business activities of the At International Limited fell outside the definition of “exporter” 

but squarely fit the definition of “importer”. 

 That it was a misnomer to refer AT International Limited in the bill of entry as an exporter.  

 That an importer is identified with ownership or possession of the goods or beneficial interest in the 

goods before entry and the fulfilment of the requirements of the Customs Act.  

 That the documents generated in South Africa show that the RBZ was neither the owner nor 

possessor nor beneficiary of the goods before the correctly filled and signed bills of entry were 

presented to ZIMRA Customs officials.  

 That instead  South African derived documents show beyond even a shadow of doubt that the goods 

were for the benefit of AT International Limited who owned and possessed them before any of the 

bills of entry were presented to Customs officials. 

 That even though the sole witness stated that D & T was the importer of the non-bacossi goods, it 

was clear that it was operating as an appendage of AT International Limited.  

 That there was enough evidence that D & T acted at all times as an agent importer in behalf of AT 

International Limited. 

 That notwithstanding the contents of the bills of entry and other documents complied by or at the 

instance of At International Limited to the contrary, At International Limited was the owner or 

possessor of the goods who also had a beneficiary interest in them before they entered Zimbabwe 

who brought them or caused them to be brought into Zimbabwe. 

 That AT International Limited was the importer of both the non-Bacossi and the Bacossi goods. 

Whether AT International Limited operate a business in Zimbabwe? 
 

What were the arguments? 

 

The Taxpayer 

 That it never operated business in Zimbabwe and that the local transactions were imports carried out 

by WG, the RBZ and other local companies and such transactions took place outside Zimbabwe  

 That it didn’t have a self-established presence in the country, neither maintain offices nor employ 

staff in Zimbabwe and therefore VAT was not applicable. 

 That it was not VAT registered operator and was not obligated to charge VAT on goods purchased 

from its foreign based operations and supplied to clients in Zimbabwe. 

 That it was merely an exporter and not an importer 

 That it purchased goods from South Africa for the local market during the period under 

consideration, despite not producing the bills of entry issued by the South African Revenue Service 

Customs and Excise for the exportation of goods to Zimbabwe, which showed it as consignee. 

 That “Our involvement with Zimbabwean clients and the holding company is limited to the supply of 

our stock to agents who operate on a commission basis to store and handle our stock that we hold in 

Zimbabwe, for which we have always operated with Reserve Bank approval.” 

 That it stores, holds and handles stock in Zimbabwe through agents who operated on commission.  
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 That AT International Limited had “in the past provided trade services to various Zimbabwean 

companies” and its holding company had utilized the “AT International Limited’s services over the 

last years”. The commissions received were paid into the requisite foreign currency account.  

The Commissioner General 

 That the AT International Limited carried on business in Zimbabwe and that its  constituted trade 

under the definition of trade in s 2 of VAT, which reads as follows: 

“trade” means:— 

in the case of any registered operator, other than a local authority, any trade or activity which is 

carried `on continuously or regularly by any person in Zimbabwe or partly in Zimbabwe and in 

the course or furtherance of which goods or services are supplied to any other person for a 

consideration, whether or not for profit, including any trade or activity carried on in the form of 

a commercial, financial, industrial, mining, farming, fishing or professional concern or any 

other concern of a continuing nature or in the form of an association or club 

Provided that— 

V. any activity, shall to the extent to which it involves the making of exempt supplies, be deemed 

not to be the carrying on of a trade;” 

 

What was the legislation or Judicial precedents considered? 
 

Legislation Considered 

 Section 2 of the VAT Act (Chapter 23:12) definition of trader  

 Section 23 (3) and (4) of the VAT Act (Chapter 23:12) registration as an operator  

 Section 56 (1) and (4) of the VAT Act (Chapter 23:12) Principal and agent relationship  

Cases Considered 

 Mayhew v Alcock NO 1991 (2) ZLR 203 (S)  

 Young v Van Rensburg 1991 (2) 149 (S)  

What is the Court`s reasoning and decision? 

 That the onus was on AT International Limited to establish on a balance of probabilities that it did 

not operate a business in Zimbabwe.  

 That it was common cause that the taxpayer was a foreign company registered in Guernsey in the 

Channel Islands and that it was by the law of its domicile not permitted to operate in the Channel 

Islands and all the territories that comprise the British Virgin Islands.  

 That the definition of trade is all encompassing and that phrase “or any other concern of a continuing 

nature” expands the meaning beyond the seven examples of the activities that constitute trade as 

given in the VAT Act s 2.  

 That AT International Limited’s activities in Zimbabwe were conducted from 2005 and about 400 

truckloads of goods were dispatched to Zimbabwe in the 4 months covering the Bacossi period.  

 That because of this the activities were carried on continuously and regularly unlike in Young v Van 

Rensburg 1991 (2) 149 (S) at 154F where Korsah JA held that the single purchase of a farm in 

Zimbabwe did not constitute “carrying on…. a gainful occupation or activity” under ss 8 (1) (b) (i) 

and (ii) of the Exchange Control Regulations RGN 399 of 1977. 

 That in Mayhew v Alcock NO 1991 (2) ZLR 203 (S) at 205A McNally JA held that “carried on” was 

synonymous with “transacted”.  

 That both the non Bacossi and the Bacossi goods were supplied to the RBZ over a long period of and 

thus AT International was accordingly trading in Zimbabwe 

 That the argument by AT International Limited that it was not a registered operator was baseless 

because liability is deemed under s 23 (3) and (4) of the Act and hence AT International Limited is 

deemed to have been a registered operator.  
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 That s 56 (1) and (3) of the VAT Act also deems the principal to be the supplier of goods supplied or 

imported on its behalf by its agent. Thus, AT International was carrying on the business of supplying 

goods in Zimbabwe through the agency of D & T during the non Bacossi and Bacossi periods. 

 That the agent received commission and not the purchase price and that it released the goods on the 

instructions of AT International Limited, apparently after the later had received payment as 

stipulated in the waybill and the commercial invoices issued by At International Limited. 

Who was responsible for the payment of VAT on the imported BACCOSSI goods and separately 

on the imported non-BACCOSSI goods? 

 

What were the arguments? 

 

The Taxpayer 

 That the RBZ was the importer and submitted that it had the obligation to pay VAT.  

The Commissioner General 

 That AT International was the importer who had the duty to pay VAT. 

What was the legislation or Judicial precedents considered? 

 

Legislation Considered 

 Section 6 of the VAT Act (Chapter 23:12) liability for VAT  

What is the Court`s reasoning and decision? 

 That both counsels were agreed that the obligation to pay duty and VAT rested with the importer.  

 That the court has already found that AT International Limited was the importer.  

 That it was liable for payment of VAT in the pre-Bacossi and during the Bacossi era.  

 That whether VAT was due on entry or on release of the goods from the bonded warehouse for home 

consumption does not exonerate AT International Limited from payment of VAT. 

 That AT International Limited was also liable for VAT registration under s 6 (1)(a) of the VAT Act  

 That it supplied goods in the course or furtherance of its business activities and on that basis it was 

liable to pay VAT. 

Whether AT International Limited was liable to pay any outstanding VAT in foreign currency? 

 

What were the arguments? 

 

The Taxpayer 

 That it  was not obliged to pay VAT in foreign currency as it was not a registered operator and did 

not receive payment of any tax  

The Commissioner General 

 

What was the legislation or Judicial precedents considered? 

 

Legislation Considered 

 Section 38 (4) promulgated by s 16 of the Finance Act 2006 (No 6 of 2006) which reads as follows: 

“(4) Notwithstanding section 41 of the Reserve Bank of Zimbabwe Act [Chapter 22:15] and the 

Exchange Control Act [Chapter 22:05] where a registered operator receives payment of any amount 

of tax in foreign currency in respect of the supply of goods or services, that operator shall pay that 

amount to the Commissioner in foreign currency. 
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In this subsection “foreign currency means United States dollars, Euros or any other currency 

denominated under the Exchange Control (General) Order, 1996, published in Statutory Instrument 

110 of 1996, or any other enactment that may be substituted for the same.” 

 Amended section  S 38 (4) which presently reads as follows:- 

“(4) Notwithstanding section 41 of the Reserve Bank of Zimbabwe Act [Chapter 22:15] and the 

Exchange Control Act [Chapter 22:05] where a registered operator:— 

receives payment of any amount of tax in foreign currency in respect of the supply of goods or 

services, that operator shall pay that amount to the Commissioner in foreign currency; 

imports or is deemed in terms of section 12(1) to have imported goods into Zimbabwe, that operator 

shall pay any tax thereon to the Commissioner in foreign currency.” 

 Section 69 (1) of the vAT Act (Chapter 23:12) which reads as follows: 

“69 Prices deemed to include tax 

Any price charged by any registered operator in respect of any taxable supply of goods or services 

shall for the purposes of this Act be deemed to include any tax payable in terms of paragraph (a) of 

subsection (1) of section six in respect of such supply, whether or not the registered operator has 

included tax in such price.” 

What is the Court`s reasoning and decision? 

 That AT International Limited received payment for the goods that it supplied in foreign currency.   

 That the law prior and after introduction of multi-currency system provides that if payment is 

received in foreign currency tax must also be paid in foreign currency. 

 That since AT International Limited was required to be registered under s 23 (1) and (3) and (4) (b) 

as read with s 56 (1) and (3) of VAT Act it can be treated as would be registered operator. 

 That in in terms of s 69 (1) of the Act, the failure to charge or receive VAT does not exonerate AT 

International Limited from liability as VAT is deemed to be included in the purchase price.  

 That s 6 (1) (a) of the VAT Act applies with equal force to AT International Limited and that VAT is 

deemed to be included in the purchase price.  

 That AT International Limited bears the obligation to remit VAT in foreign currency to ZIMRA 

whether before or after introduction off multi-currency in terms of s 38 (4). 

 

Was the appointment the CEO of the holding company as the public officer for AT International 

Limited proper? 

 

What were the arguments? 

 

The Taxpayer 

 That the appointment of the CEO of the holding company as the public officer of AT International 

Limited and the holding company and all its subsidiaries as agents for the collection of VAT was 

unlawful and was contrary to both s 61 of the Taxes Act and s 48 of the Value Added Tax Act. 

The Commissioner General 

 That it agrees that the appointment was unlawful and thus later revoked 

What is the Court`s reasoning and decision 

 That whether or not the appointment of public officer was unlawful can only be correct if AT 

International Limited establishes on a balance of probabilities that it was not a related party to the 

holding company and any one of its subsidiaries.  

 That both the Taxes Act and the VAT Act allows the Commissioner to compulsorily appoint a public 

officer and an agent for the collection of VAT if no appointment is made by the taxpayer.  



 

Page 21 of 31 
 

 That the Taxes Act provides for the payment of income tax by a representative taxpayer defined in s 

53 (1) and the representative taxpayer includes the public officer of a company or the agent who 

possessed, disposed of, controlled or managed or owed income for the principal. However, D & T 

did not hold any income for AT International Limited.  

 That the only authority through which the appointment could be done was s 61 which allows every 

company with place of business in Zimbabwe to appoint a local resident its public officer.  

 That where no appointment is made the Commissioner General is empowered to appoint anyone 

from the managing director, director, secretary or other officer of the company as the public officer. 

 That s 61 must be read in conjunction with the definition of agent in s 2 of the Taxes Act which 

includes any company when acting as agent.  

 That the VAT Act s 47 also incorporates the public officer appointed in terms of the Income Tax Act 

and s 48 (2) of the VACT Act empowers the Commissioner General to appoint an agent from any 

holder of money due to or belonging to the taxpayer as the representative registered operator.  

 That the appointment of the CEO of the holding company of D & T, the agent of AT International 

Limited, as a public officer and representative registered operator was above board because D & T 

acted as an agent of AT International Limited  

Use of an arbitrary exchange rate 

What were the arguments? 

 

The Taxpayer 

 That ZIMRA used an arbitrary exchange rate to convert Rand denominated transactions to 

United States dollar values.  

 That ZIMRA had failed to establish how it converted the Rands into United States dollars.  

 

The Commissioner General 

 That the invoice values were supplied by AT International Limited’s agents in both Rands and 

United States dollars together with the appropriate conversions.  

 

What is the Court`s reasoning and decision 
 

 That the onus to prove that conversions were arbitrary lies with the taxpayer not ZIMRA  

 That the taxpayer did not lead evidence on this matter and that the submission runs contrary to 

the sentiments in Fawcett Security Operations (Pvt) Ltd v Director of Customs & Excise & Ors 

1993 (2) ZLR 121 (S) at 127 F where McNally JA held that “the simple rule of law is that what is 

not denied in affidavits must be taken to be admitted.”  

 That  taxpayer failed to establish this ground of appeal 

 

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

 You should be aware that ZIMRA is entitled to information exchange and other assistance in 

collection of taxes under a double taxation agreement and this imposes the greatest tax risk to 

taxpayers who transacted with a country with signed tax treaties with Zimbabwe and hence the need 

for consistency reporting of information.   

 It is also important to note that under the VAT Act whenever an activity is carried on continuously or 

regularly by any person in Zimbabwe or partly in Zimbabwe VAT liability will arise whether or not 

the activity is carried on for profit no matter the resident status of the operator. 

 Further under a tax treaty a resident person who operates in a country through dependent agents 

creates what is known as Permanent Establishment (a PE). Once a PE is deemed a tax nexus exists in 

Zimbabwe requiring the PE to register and pay taxes as if it were a resident of Zimbabwe.   

 

3.2  Appeals- Nothing to report on 
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4 Interpretations & Announcements 
  

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

4.1.1 Tax Matrix prediction of Midterm budget tax measures   
 

Our prediction  

 

We still await the announcement of the Midterm budget date. However, Tax Matrix anticipates the 

budget to bring new taxes and tighten revenue administration. We base our prediction on government’s 

inability to timely honour its monthly obligation to civil servants. It announced that June salaries will be 

settled on 10 July 2016; presumably this is out of PAYE and withholding tax remittances. The Minister 

is likely to introduce legislation to support fiscal devices and e-services, as these are currently not 

supported by any legislation. It would not be surprising if the Minister is to further trim the VAT 

exemption list or introduce VAT withholding tax like that obtained in Kenya.  We are not completely 

ruling out VAT on insurance transactions or some other tax on this industry. Increase of duty on imports 

especially listed products (SI64 goods), finished goods and passenger motor vehicles is predicted. When 

a government is seeking to obtain tax revenue with little resistance it usually go for harmful goods such 

as tobacco, spirits and beer. More likely there will be an increase in excise duty on these items. He is 

likely to talk about tax management systems such as cargo tracking and fiscal single window facility, 

clearing systems among others to reduce smuggling and corruption as well as expedite clearing of goods. 

He will talk about special economic zones, if not during midterm full law on exemption and incentives 

on SEZ will be talked of in 2017 National Budget.  The Minister may also talk about stamping out 

unregistered tax agents to reduce corruption. With many companies struggling with their tax obligations 

and the Commissioner also taking a soft stance on penalties i.e. not charging penalties of as high as 

100% we wonder why the Minister should not seek to soften the current penalty regime which is 

seemingly too high. We provide details of some of our predictions below:  

 

Fiscalisation and concentrated camps for informal traders 

To curb the informal sector ,efforts are being done to fiscalise all businesses .The initial project for 3000 

fiscal device machines is not sufficient and government needs more funds to carry out the project. 

Further, ZIMRA needs a legislation to support these fiscal devices; we expect it to be passed during 

midterm. The fact that informal traders are scattered all over town makes it difficult for ZIMRA to 

account for all of them and their tax compliance status but if they are in one place the task will become 

easy. The issue of building concentrated complexes for informal traders might be in the pipeline. For 

example Old Mutual is already on its way constructing a complex for informal traders in Harare CBD. 

 

Kenya’s unique withholding tax on VAT 

Kenya operates a unique withholding tax on VAT. The system involves the declaration of VAT by both 

the supplier and his customer who has been appointed as a withholding VAT Agent. The system ensures 

that the VAT charged reaches the Government. When a taxpayer (trader) supplies and invoices an 

appointed withholding VAT Agent the payment for supply is made less VAT charged or that which 

ought to have been charged. The Agent withholds VAT irrespective of whether the supplier is registered 

for VAT or not. The Agent issues a withholding VAT certificate to the supplier indicating the VAT 

withheld. This certificate entitles the trader to claim back the withheld VAT to avoid double taxation 

since the same tax is declared and paid by the trader. Institutions appointed as withholding VAT Agents 

are Government institutions, parastatals, banks, financial institutions, Co-operative Societies, Insurance 

companies and regular exporters. Only taxable goods and services are liable to withholding VAT. No 

VAT is withheld on exempt goods, exempt services and zero rated supplies. The system accelerates 

revenue collection for the government as well as well enhancing tax compliance by informal sectors. 
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4.1.2 Comparing the Zimbabwean income tax penalty regime to that of South Africa 

 
Background  

 

The current penalty level of up to 100% is punitive, unreasonable and promotes business closure. It also 

lacks transparent regarding the manner in which it is waived as this depends on the Commissioner’s 

discretion and sometimes the bargaining power or political muscle of the taxpayer. This promotes 

corruption and often discriminates against certain taxpayers.  In our view a penalty regime should be fair, 

equitable, reasonable and transparent. In this article we make a comparative analysis of our penalty 

model vice versa South Africa model as follows: 

 

Penalty for late payment of tax  

 

The penalty on late payment of tax in South Africa is referred to as a percentage based penalty. This 

penalty is imposed in terms of s 213 of the Tax Administrative Act as follows: 

 Equal to 10% of tax due for the late paid employees’ tax. Similar penalty in Zimbabwe is up to 100% 

of the late paid employees’ tax   

 Equal to 10% tax due for late provisional tax (QPDs). In Zimbabwe it’s an interest of 10% p.a (s 72 

of the Income Tax Act (Chapter 23:06)) 

 The penalty for underpayment of provisional tax (QPDs) as a result of underestimation is shall be 

equal to 20% of the difference between the tax applicable on the 80% of the actual taxable income 

and the aggregate of provisional tax and employees tax where the taxpayer has more than R1 million 

(USD62,500 at R16: USD1 exchange rate) taxable and its estimate is less than 80% of the actual 

taxable income the penalty. This amount in Zimbabwe is 10% interest p.a of understated QPD.  

  

Penalty for late submission of returns 

 

In South Africa this is referred to as fixed amount penalty. It is charged on  any non-compliance  with the 

provisions of the Income Tax Act other than penalty arising as result of failure to pay tax, understatement 

penalty (penalty on prejudice arising as result of default or omission in submit a return) or penalty for 

failure to disclose information subject to a reportable arrangement.  This is determined as follows:  

 

South Africa model  

Item  Assessed loss or taxable income for 'preceding year' Penalty  

 Rand  USD Equivalent Rand  USD Equivalent 

I Assessed loss Assessed loss R250 USD16 

Ii R0-R250 000 USD0-15,625  R250 USD16  

Iii R250 001-R500 000 USD15,625-USD31,250 R500 USD31 

Iv R500 001-R1 000 000 USD31,250-USD62,500 R1,000 USD63 

V R1 000 001-R5 000 000 USD62,500-USD312,500 R2,000 USd125 

Vi R5 000 001-R10 000 000 USD312,500-USD625,000 R4,000 USD250 

Vii R10 000 001-R50 000 000 USD625,000-USD3,125,000 R8,000 USD500 

Viii Above R50 000 000 Above USD3,125,000 R16,000 USD1,000 

 

A rate of R16 to USD1 was applied to obtain USD equivalent.  The amount of the 'penalty' will increase 

automatically by the same amount for each month, or part thereof, that the person fails to remedy the 

non-compliance within one month after:  

(a) the date of assessment of the penalty, if SARS is in possession of the current address of the person 

and is able to deliver the assessment, but limited to 35 months from the date of the assessment; or 
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(b) The date of the non-compliance if SARS is not in possession of the current address of the person and 

is unable to deliver the 'penalty assessment', but limited to 47 months after the date of non- 

compliance. 

 

Zimbabwe model  

The civil penalty for late submission of return is USD30 per day up to 181 days. The payment of the civil 

penalty does not relieve the person of any criminal liability incurred through his or her failure to make 

a return of tax nor shall the fact of any criminal liability having been imposed upon him or her 

relieve him or her from any obligation to pay any penalty (section 35(4) Revenue Authority Act).  The 

Commissioner can waive the penalty as follows:   

 

Delay days Remission Penalty % 

0 to 10 days 
100% 

0% 1 

11 to 20 days 75% 25% 

21 to 30 days 50% 50% 

31 to 60 days 25% 75% 

61 to 181 days 0% 100% 

 1Plus written warning 

 

Additional tax  

 

Additional tax is tax paid for understating tax liability. This amount is computed in terms of s 46 of the 

Income Tax Act (Chapter 23:06) and is equal to 100% of the tax understated. In South Africa it is 

referred to as understatement penalty and computed in accordance with the following table which is 

under s223 of the Tax Administrative Act  

 

1 2 3 4 5 6 

Item Behaviour Standard 

Case 

If obstructive, 

or if it is a 

'repeat case' 

Voluntary 

disclosure after 

notification 

of audit or 

investigation 

Voluntary disclosure 

before notification 

of audit or 

investigation 

I “Substantial under-

statement' 

10% 20% 5% 0% 

Ii Reasonable care not 

taken in 

completing return 

25% 50% 15% 0% 

Iii No reasonable 

grounds for 'tax 

position' taken 

50% 75% 25% 0% 

Iv Gross negligence 100% 125% 50% 5% 

V Intentional tax 

evasion 

150% 200% 75% 10% 

 

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

A fair penalty regime promotes tax compliance amongst taxpayers. Zimbabwe therefore needs a penalty 

regime of the like of South Africa. This model is transparent and fair regarding the penalty level. 

However the penalty for under declaration of QPDS is seemingly too high and we may need to retain our 

model. Although the SA penalty for late submission of returns is linked to income earned, the burden 

becomes unbearable in SA with the increase in delay period.  
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4.1.3 Directors and shareholders who run away from tax debts are committing a crime   
 

Background  

The ZIMRA Q1 reported uncollectable tax of about US$2.58 billion. The debt largely sits in abandoned 

companies and those under liquidation. Thus, shareholders and directors are walking out of tax ridden 

companies especially when it has become difficult to obtain a tax clearance. The same individuals would 

form a new company that inherits the client list, suppliers or premises of the defunct business. Thus, 

company reincarnation or phoenix is becoming a common feature in our country. We review the tax 

implications of this strategy and how ZIMRA is dealing with this matter  

 

The law  

The responsibilities for the company tax debts lie with the public officer. A public officer is appointed in 

terms s 61 of the Income Tax Act. This person can be a managing director, a director, a company 

secretary or any other person appointed by the Commissioner. The appointment is required within 30 

days of commencing business or of office falling vacant. Section 61 (10) of the Income Tax Act makes 

the public officer answerable for the company tax matters and provides for imposition of penalties on the 

public officer who fails to comply with the law. Any act performed by the public officer in his/her 

representative capacity is therefore deemed done by the company. 

 

Director personal liability 

Corporate Veil 

A company is treated as a separate legal person, which is solely responsible for the debts it incurs and the 

sole beneficiary of the credit it owed. As such a director does not have personal liability for any offence 

or, breach or liability of the company. However, in certain cases, the common law doctrine of ‘lifting the 

corporate veil’ is utilized to impose penalty on the person, or persons, controlling in reality the actions of 

the company (such as, Directors). The scope of this principle as applied by our courts is broad and 

largely dependent on the facts of individual cases. Thus, under common law if it can be established that 

the directors were deliberately flouting the tax law, the Commissioner is empowered to recover taxes 

from the person who was the public officer or director or shareholder of the defunct company.  

 

Income Tax Act 
The Income Tax Act s56 also imposes a personal liability on the public officer if, while tax remains 

unpaid the public officer alienates, charges or disposes the income or property from which tax could 

lawfully have been paid. The public officer can be exonerated if he/ she can prove that the non- payment 

was not due to his/her negligence, misfeasance or breach of his/her tax duties. If a person with tax debt 

transfers any asset to a relation with the intention of avoiding paying tax, ZIMRA is empowered to 

recover the tax from the relation equivalent to the fair market value of the asset transferred (s 77 (3) of 

the Income Tax Act). 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. 

 

Companies Act  

The Companies Act (s318) 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.  

 

Fiscal efforts to control tax evasion  

Synchronizing systems 

The Zimbabwe Investment Authority highlighted in 2015 that the ease of doing business in Zimbabwe 

only existed on paper. This is because business registration is fragmented between various Government 

departments and local authorities. These constitute of the Zimbabwe Revenue Authority (ZIMRA), 

National Social Security Authority (NSSA), Zimbabwe Manpower Development (ZimDev) and other 

authorities. The process takes about 90 days to complete and will be very costly for a business. This 

causes business to operate without licenses or totally abandon opening new businesses in the country 

because of the cumbersome procedure. A proposal for synchronizing these company registration systems 
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such that all payments will be done under single window and ZIMRA to do the collection legislation is 

being worked out. Besides monitoring delinquent directors, the proposal will make investment attractive 

and also encourage the informal sector to formalize operations. There is also synchronization of company 

registration to the ZIMRA system whereby the BP number will constitute the registration number for 

company registration purposes. 

 

Tax clearances a must for directors 

There is also a proposal that every person who wishes to be a director of a company should first obtain a 

tax clearance. This is because the directors are the overseers of a company’s operations therefore are 

responsible for tax matters. Hence for them to be able to give appropriate advice on tax matters they 

should also be tax compliant. Some big companies have started doing this for example banks and 

parastatals require tax clearance for one to become a director. A person with previous tax debts may not 

qualify unless he has cleared the debt. 

 

4.1.4 Garnish order explained as Zimra intensifies tax recovery  
 

Background  

 

A garnish order is permitted in terms of the general law and to the extent that the limitation is fair, 

reasonable, necessary and justifiable in a democratic society, based on openness, where it is necessary 

for ‘general public interest’. We have been prompted to talk about garnish orders because of the raising 

tax debt (currently on US$2.58 billion dollars)  and ZIMRA is vowing to control the situation by 

instituting stern recovery measures which includes garnishing of taxpayer accounts. It is not just small 

and medium businesses that are "unwilling to cooperate" or are unable to pay escalating debts, even big 

businesses are defaulting.   

 

The Law  

 

The Commissioner General is empowered in terms of both the Income Tax Act (s 58) and Valued Tax 

Act (s 48) to or may appoint any person as an agent of taxpayer in respect of the taxes due by that 

taxpayer. Section 58 (power to appoint agent) of the Income Tax Act provides as follows: 

 

“The Commissioner may, if he thinks it necessary, declare any person to be the agent of any other 

person, and the person so declared an agent shall be the agent of such other person for the purposes of 

this Act, and, notwithstanding anything to the contrary contained in any other law, may be required to 

pay any tax due from any moneys in any current account, deposit account, fixed deposit account or 

savings account or from any other moneys, including pensions, salary, wages or any other 

remuneration, which may be held by him for, or due by him to, the person whose agent he has been 

declared to be”. 

 

About garnish orders 

 

A garnishment is a legal procedure by which the tax authority can collect what a taxpayer owes by 

reaching the taxpayer’s bank or financial account or attach property. It is a compulsory recovery of tax 

due by the Commissioner from third parties. Garnishing of accounts is a stern recovery measure and 

usually instituted on accounts of taxpayers not responding or unwilling to cooperate with the revenue 

authority after the Commissioner summons him/her on the tax liability long overdue. If you have an 

investment account that has not matured, the garnishee notice will remain in place until maturity. It can 

also be issued to a debtor who owe or may later owe you money, pension fund, against your insurance 

policies, a company in which you hold shares to intercept your dividend, your solicitor, for money held 

in a trust account on your behalf, be applied to sale proceeds etc. In Hunting Industries Limited and 

Barclays vs. Zimra and Reserve Bank of Zimbabwe (2006), the court held that an authorized overdraft 

facility, within limit constitute an asset of the taxpayer. Refer also to The Trustee v Kensington Borough 

Council, 1950 2 AER 716 at 718-719.  
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What protection do you have? 

 

The Commissioner cannot issue a garnish order to joint bank accounts, on money held by you in trust for 

your clients or when business liquidation has commenced. It was held in Bruton Holdings Pty Ltd (in 

liquidation) v Commissioner of Taxation, it is void to place garnish order for a company in liquidation. 

The Commissioner would also not succeed if at the time of issuing garnishee notices he had a reasonable 

belief that the taxpayer to whom the debt was owed did not have a full legal and beneficial interest in the 

debt (Can Barz Pty Ltd & Anor v Commr of State Revenue & Ors). A garnishee order would also fail if it 

is instituted on an agent who owes no money to or holds no money on behalf of a default taxpayer. 

 

The law entitles you to file an action against ZIMRA for any damages suffered in the event that the 

Commissioner  improperly invoke the provisions of s 58 or 48 of the Income Tax Act or Value Added 

Tax, respectively. A garnish order is improperly invoked if for instance the Commissioner garnishes your 

account before the tax becomes due (Oceanic Trust Co. Ltd N.O. v Commissioner: SARS) or when you 

were not served with a notice of assessment or the notice you were served with was incorrect. However, 

you have no right to receive a notice of assessment on tax debts assessed under self-assessment.  

 

When the law cannot protect you  

 

You cannot be entitled to notice or right of administrative justice (audi lteram partem principle) when it 

comes to a garnishee order.  In Hindry vs. Nedcor Bank Ltd and Another (a South African case), it was 

held that there can be no valid complaint of unfairness or the non-application of the “audi lteram partem 

principle” if the claim was the subject of considerable correspondence and the Commissioner had 

explained how his claim was arrived at and its basis and gave the applicant the opportunity to pay it. It 

was further held that prior notice would frustrate the tax collector’s ability to recover the debt from the 

taxpayer’s assets in the hands of a third party, otherwise the taxpayer would instruct the third party to 

hide the money or pay someone else. See also Contract Support Services & Other vs. C: SARS (61 

SATC 338). A garnishee order is also justified where a taxpayer acted negligently, refused to pay tax or 

where he intends to evade tax and the action is intended to stop further prejudice of the fiscus (see Medix 

Pharmacies (Pvt) Ltd, Tanganda Limited & Meikles Africa Limited vs. Commissioner-General of 

ZIMRA & Barclays of Bank of Zimbabwe Limited). In Fair drop Trading (Private) Limited HH-68-14 

the taxpayer company who was running a hospital business approached the High Court through an urgent 

chamber application seeking an upliftment of garnishees placed on its bank accounts on the basis that its 

operations and the life of its patients, especially its cancer patients and also its employees were hanging 

in the balance as a result of the garnishees by Zimra. The taxpayer contended that unless the ‘exorbitant 

tax assessments’ and garnishees were urgently set aside, it would liquidate. It was however, apparent that 

the taxpayer was not at all cooperating with the Commissioner nor did it proffered any repayment 

proposals with respect to the taxes due. In arriving at the decision, Mafusire J had this to say: 

 

“I find nothing peculiar in the circumstances of the Applicant (taxpayer) to warrant a treatment 

that is different from the rest of the other taxpayers that may find themselves with objectionable 

tax assessments against which they will have appealed. The garnishees may worsen the 

applicant’s bad situation. But, regrettably those are some of the natural consequences of the 

application of the law. I have found nothing outrageous or grossly unreasonable in the 

respondent’s (CG) conduct. The Applicant was offered the chance to avert the garnishees by 

offering an acceptable payment plan. Before it filed the urgent chamber application none had 

been submitted. The one submitted after the launch of the application was rejected by the 

Respondent. The Respondent made a counter offer. The Applicant said the counter-offer was way 

beyond its means. But that does not make the conduct of the Respondent, grossly unreasonable in 

any sense. Furthermore, the Applicant had defaulted on a previous payment plan. Admittedly, 

there would have been reasons for such default. But in the circumstances, I am unable to find 

fault with the Respondent’s conduct, let alone anything that would amount to conduct so grossly 

outrageous in its defiance of logic or accepted moral standards as to be liable to impeachment 

by the court” 
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A garnish order is not subject to objection and appeal, but a judicial review of the Commissioner’s 

decision is possible. A judicial review can be instituted where the taxpayer has not been served with a 

notice of assessment, unless a notice of assessment is not required to be served e.g. the collection of Pay 

as You Earn under the Final Deduction System (Packers International (Private) Limited v Zimbabwe 

Revenue Authority HH-328-14).  

 

Responsibilities and remedies of third parties 

 

Before one can be an “agent” or representative taxpayer he/she should be assessed in his own name in 

respect of income, if any, he controls, holds, and manages or due by him to the person he represent. In 

Hunting Industries Limited and Barclays Bank of Zimbabwe Ltd and Zimbabwe Revenue Authority and 

Reserve Bank of Zimbabwe, the court ordered the reversal of a garnishee because the ZIMRA had not 

issued an assessment to the agent taxpayer, the bank. Thus, the Commissioner should communicate the 

decision in writing to the person who he intends to appoint as agent in order to recover any tax of the 

taxpayer from an agent. It was held in Nedbank Limited v Pestana 2009 (2) SA 189 (71 SATC 97) that 

once the communication has been made to the head office, this is sufficient notice to the bank’s branches. 

 

An agent is required by law to furnish the Commissioner with information in respect of any moneys, 

funds or other assets which may be held by him for, or due by him to, any other person. Failure to 

comply will result in the agent being personally liable for the tax due.  The Commissioner has the power 

over all property of any kind vested in or under the control or management of any agent or trustee as long 

as the tax is due from the taxpayer and may attach or dispose of the agent or trustee’s property to enforce 

tax payment.  A bank that has been appointed an agent cannot seek relief under bank secrecy provisions 

(s 76 of the Banking Act). The provisions do not apply to garnish order. 

 

What are your implications for your business or practice? 

 

 Garnishee notices can have severe implications for both businesses and individuals. For example, if a 

garnishee notice has been issued for sale proceeds, you may be in breach of contract if you have 

entered into a contract that is dependent on those proceeds.   

 We reported in the previous MTU that ZIMRA is garnish accounts to recover current debts and the 

trend is expected continue going forward in light of mounting budgetary pressure to meet civil 

salaries. July 2016 could salaries may even be paid later because there no scheduled payments like 

QPDs in the month of July and Minister of Finance and ZIMRA are very much aware of this. We 

therefore urge to take a proactive action of engaging ZIMRA before it bounce on you. 

 We recommend you to enter into payment plan or negotiate your debt with ZIMRA. As long as 

negotiations are on-going or the payment plan is still valid ZIMRA would not garnish your account. 

 Even viable and well run businesses occasionally experience short-tern cash flow issues, to forestall 

ZIMRA raids engage before things get worse.  ZIMRA is never ruthless on cooperating taxpayers. 

 However never agree to payment plan that you cannot afford or promise what you not do. This can 

also be deemed as uncooperative if you default on the plan. It is necessary to provide detailed 

forecasts and cash flows- going into even three years when proposing a payment plan to ZIMRA and 

you should always use the worst case scenario. In your cash flow forecasts avoid allocating some 

resources to shareholders or favouring certain creditors ahead of ZIMRA.  

 Should a windfall come your way pay instalment ahead of scheduled date. This way ZIMRA will 

view you as cooperating taxpayer and use can use this as a tool to negotiate for penalty waiver. 

 Never enter into negotiations if you cannot control your temper as this could work against you.   
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4.1.5 When a director or shareholders /directors borrows from the company free of 

interest tax accrues on the deemed dividend 
 

Background 
 

Tax-free distributions to shareholders or directors such as loan free interest are the subject of transfer 

pricing rules and so is the use of company assets by shareholders (or their associates) and “non-

commercial transactions” to shareholders/directors. ZIMRA may deem the distribution to be a dividend 

distributed by the company to its shareholder and impose penalty and interest on non-arms transactions 

between the company and its shareholder. 

 

The law 

Zimbabwe has legislation that deals transfer pricing on transactions involving associates (s 98B of the 

Income Tax Act as read with 35th Schedule to the Income Tax Act).  According to section 2B of the 

Income Tax Act, transactions between the company and its shareholders including directors with an 

influence are associate transactions.Where a company makes a loan to a shareholder, the determinative 

inquiry whether such transaction constitutes a loan or constructive dividend is whether the parties to the 

transaction intended at the time of the withdrawal that it would be repaid. Factors which are often 

significant in answering this inquiry are as follows: 

 

 Ability of shareholder to repay, 

 Giving of collateral. 

 Degree of control of company by taxpayer or his family, 

 Treatment of withdrawal on corporate records, 

 Dividend policy of the company, 

 Ratio of advances to earnings and profits of the company, 

 Payment of interest, 

 Repayment of principal, 

 Purpose for which loan was used, 

 Ratio of disbursements to shareholding, 

 Issuance of notes, and 

 Where the loan was ultra vires or unlawful. 

 

What is the implication for the decision on your business or practice? 

It is recommended that loans to directors or shareholders must be charged an arm’s length interest, the 

failure to charge interest may be viewed by ZIMRA as a factor indicating that the withdrawal actually 

constituted a constructive dividend. Thus, a debit loan or advance to a shareholder may trigger dividend 

withholding tax or other tax implications. The deemed dividend will be the equivalent to the difference 

between a market related interest rate and the actual interest paid by such person. Where the interest 

actually paid is equal or more than a market related interest, the amount of the dividend is nil. It is the 

responsibility of the company to withhold dividend tax at 15%. The withholding tax so withheld and paid 

over is a tax borne by the company as the deemed dividend is a dividend in specie. 
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4.1.6 BEPS and Transfer pricing 
 

Background  

Base Erosion and Profit Shifting (BEPS) project is an intiative by the Organization for Economic 

Cooperation and Development (OECD) that seeks to close gaps in international taxation for companies 

that allegedly avoid taxation or reduce tax burden in their home country by engaging in tax inversions 

(moving operations) or by migrating intangibles to lower tax jurisdictions. It focusses on fair reporting of 

taxes through reconciliation of profits to where the activity that creates it has taken place.   

The OECD has issued 15 Action Items to address the main areas where they feel companies have been 

most aggressively accomplishing this shifting of profit — addressing the digital economy, treaty abuse, 

transfer pricing documentation, and more. BEPS Action Item 13, in particular, aims to transform transfer 

pricing documentation, forcing multinational corporations to reconsider how transfer pricing details are 

reported to local tax authorities as well as worldwide with country-by-country reporting.  

The OECD issued the final recommendations on the 15 Action Items on October 5, 2015. The next steps 

will be to design and put in place an inclusive framework for monitoring BEPS and supporting 

implementation of the measures. A significant shift in the overall dynamics of international tax planning 

and compliance is imminent 

It is because some businesses especially multinational businesses are not paying taxes in the places 

where they operate but in some other country where the tax rate is the lowest or nil. The digital economy 

also has created an opportunity for tax avoidance by shifting the source of income. Licensing 

arrangement especially intangibles some firms also avoid paying tax by practicing the BEPS. BEPS is a 

technical term referring to the negative effect of multinational companies ' tax avoidance strategies on 

national tax bases. BEPS can be achieved through three popular mechanisms which are hybrid 

mismatches, special purpose entities (SPE), and transfer pricing. 

 

How BEPS is practiced 

 

Firms use a number of schemes to shift profits across borders to take advantage of tax rates that are lower 

than in the country where they made the profit. For instance a multinationals company operating in 

Zimbabwe may end up paying as little as 5% in corporate taxes after shifting its profits.  

 

One of the most common mechanisms for exploiting flaws in the international tax system is a hybrid 

mismatch arrangement. The basic idea behind hybrids is to have the same money or transaction treated 

differently by different countries to avoid paying tax. For example, declaring the same transaction as 

either debt or equity depending on the tax rules of the various countries involved. Hybrids often feature 

dual residence, companies that are residents of two countries for tax purposes. 

 

What are the implications to your business or practice? 

 BEPS raises a number of questions concerning fairness and equity, including the fact that if other 

taxpayers can legally avoid paying income tax, so the local ordinary taxpayer will be lured not to pay 

their taxes. There are wider economic risks too, for example employment, innovation and 

productivity could suffer if post-tax profit becomes the main criterion for investment. 

 Most significant foreign investment in African countries particularly Zimbabwe comes from MNEs, 

which are inherently engaged in cross-border transactions with related parties, e.g. through the sale 

of goods, intangibles transactions, the provision of services and the provision of funding. While such 

cross-border transactions are in principle beneficial, they can result in abuse when used to shift 

profits in order to exploit differences in tax rates between the countries involved. Therefore the 

impact is felt in countries where taxes are not fully paid. 
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4.2 Announcements 
 

4.2.1 Our view on ZIMRA proposal to implement cargo tracking system 
 

Background 

Zimbabwean roads are considered as Corridors of Trans-African Highway Network linking between 

Southern African countries and Eastern, Northern and Central African countries. Our roads are crucial in 

facilitation of trading activities between nations. Because of this international transportation of various 

cargoes, case of smuggling are on increase in the country where some goods are just found within the 

country when in fact they had been declared at the ports of entry to be goods in transit. For bale clothes 

(mabhero), second hard tyres and the likes are often found in the local market when in fact they had been 

declared as goods in transit. This is a form of smuggling and that cause the government to lose import 

taxes and VAT. In a ZBC television interview on 17th May 2016, the Tax Matrix’s MD, Mr. Tapera 

amongst other tax experts cited that to reduce smuggling there is need for ZIMRA to implement cargo 

tracking systems so that goods are monitored from point of entry up to point of exit by tracking system, 

he also cited that there is need to improve efficiency at the border posts so as to avoid delays which 

normally force transporters opting to pay bribes for fast clearance service and without thorough search. 

In the press statement the on 17 June 2016, at Chirundu boarder post, Acting Commissioner General, Mr. 

Happias Kuzvinzwa highlighted that ZIMRA is planning to introduce cargo tracking system in order to 

alleviate smuggling incidents into the country.   

What is cargo tracking system? 

Cargo refers in particular to goods or produce being conveyed by ship, air, and rail or by road mainly for 

commercial gain. Cargo tracking is a process of monitoring the movement of a cargo between various 

points. The cargo is inspected and weighed then sealed before it is loaded into a specific transport mode 

with a digitalized tracking number.  

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

 The cargo tracking system could assist the country in curbing smuggling of goods into or out of 

Zimbabwe. Usually smuggling is done through transit fraud, where mainly haulage trucks illegal 

include smuggled goods as if there are goods in transit. Therefore the tracking system helps to 

monitor cargo from the point of entry in Zimbabwe to the point of exit. This is a response to the 

behaviour by some cargo transporters who falsely declare their cargo as goods in transit yet the 

goods will be illegally dropped into the country. Therefore cargo tracking would be able to reduce 

such misact since the authority will be able to track the movement of goods in the country. 

 By reducing smuggling it means the proper importation channels are followed thereby the 

government would improve its import duty collection.  

https://en.wikipedia.org/wiki/Trans-African_Highway_Network
https://en.wikipedia.org/wiki/South_Africa
https://en.wikipedia.org/wiki/Good_(economics)
https://en.wikipedia.org/wiki/Produce
https://en.wikipedia.org/wiki/Commerce

	Cover (3) (3)
	June 2016 MTU2

