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1. About us  

  
1.1 Introduction 
 
 

Tax Matrix (Pvt) Ltd is proud of publishing the March 2016 Monthly Tax Update (MTU). In this 

MTU we announce Tax Matrix upcoming events and a synthesized explanation of taxation of fringe 

benefits. This MTU is packed with advanced discussions on tax implications of payments 

retrenchment and other employment termination payments. 

 

The MTU also contains an analysis of the Old Mutual tax case on employee share ownership scheme 

so that you stay informed of the court rulings mainly in the tax field. 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’s publications and interpretations.  

 

In summary our MTUs are meant to help you 

 

• Identify new tax planning opportunities. 

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

• Keep you aware of current ZIMRA interpretations. 

• Recognise pitfalls many professionals fall into. 

• Minimise 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. 

 

 

Marvellous Tapera 

For Tax Matrix (Pvt) Ltd 

+263772349740 
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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 

constitutes at 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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

4 
 

1.3 Tax Matrix news and developments  
 

1.3.1 The “Tax Matters Magazine”  
 

Tax Matrix is pleased to inform you that it is launching a Tax Magazine “The Tax Matters” to 

complement its electronic version the MTU.  The Tax Matters Magazine is a printed version. 

Corporates and individuals wishing to advertise their products, services or companies in our magazine 

are invited to place their adverts. The advertisement will provide your business or organization with 

exposure to our “The Tax Matters” magazine readers and we estimate readership of about 40,000 

people. Below is our “The Tax Matters Magazine Rates” contract. Please review the information and 

complete the form in accordance with the type and size of advertisement desired.  

Background information about Tax Matrix 

Tax Matrix is a tax consultancy firm that offers tax consultancy, publication and training services. The 

objective of Tax Matrix Ltd is to educate the world at large on tax matters. Tax Matrix is the leading 

publisher of taxation material in Zimbabwe. We have in stock for business and academia communities 

various taxation books and these have been very useful to our valued clients in their endeavor to 

achieve tax compliance. Our monthly tax update has been outstanding in terms of its current tax 

contents as well as providing useful tax advice and is receiving wide readership throughout 

Zimbabwe. In pursuit of our mission, we are glad to inform you our valued client that we are adding 

another useful product “The Tax Matters”, a 32 page magazine which will be published after every 

four months .This magazine will be able to reach out to many members of the business sector as 

compared to our MTU which applies to specific professionals. 

Benefits of advertising in the Tax Matters magazine 

The objective of this magazine is to help every citizen understand his/her tax rights by making 

information available in the public domain and it is our hope that through understanding their tax 

rights and tax matters, members of the community, business and individuals included will maximize 

their tax benefits. The magazine aims to enlighten people on tax matters in a simplified way. This is 

after we at Tax Matrix realized that taxpayers are unnecessarily incurring costs due to lack of 

knowledge on the tax subject and the reasons for this knowledge gap emanate from complex 

legislation and regular changes in the tax law. In this magazine we unpack the subject of tax for the 

understanding by the lay person, we communicate tax changes and current ZIMRA   practices. The 

magazine will also feature articles from tax experts in the country so as to get a broader perspective of 

the subject and we will also do a comparative analysis of our legislation with other jurisdictions. We 

have carried out a research regarding demand for such type of product in this market i.e. “The Tax 

Matters” magazine and we got an overwhelming response from the business and the academia 

communities. Also our MTU is a sufficient testimony that there is a huge demand for tax information 

and by advertising with us you get the benefits of being exposed to our wide readership. Potentially 

we expect a readership of about 40 000 people during the four month life of our magazine. 

Our target distribution list 

Our print run is 1000 copies and expecting to distribute for free to the following organisations: 

 Institute of Bankers Association Institute of Directors 

 Institute of Chartered Secretaries in Zimbabwe 

 Confederation of Zimbabwean Industries 

 Chamber of mines 

 Zimbabwe National Chamber of Commerce 

 Zimbabwe Farmers Union 
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 Zimbabwe Tobacco Association 

 Zimbabwe Doctors Association 

 Zimbabwe Lawyers Association 

 Law firms 

 Small to medium enterprises 

 Non - Governmental Organisations 

 Parastatals and Local Authorities 

 Companies or businesses within the banking, manufacturing, retail, insurance, health sector, 

tourism, mining, telecommunication, educational and agricultural sectors. 

 Institute of Chartered Accountants Zimbabwe 

Advertising rates 

The rates for advertising inclusive of VAT are as follows: 

Pages Amount  

Front inside cover page US$450 

First page  US$450 

Full page  US$385 

Half page US$265 

Quarter page  US$175 

Back inside cover page. US$400 

Back outside cover page US$430 

 

NB: Adverts will be published on a first come first serve basis 

 

For further information contact  
For more information and bookings contact Kudzai on: 

Telephone + 263 (04) 741334/740222 

+263 (0) 775 911383 or +0776 237750 
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1.3.2 Tax Matrix Upcoming Seminars 

In line with our objective of ensuring that you are valued client is kept  up to date with the changes in 

the tax world, Tax Matrix (Pvt) Ltd is pleased to inform you that we have lined up  three seminars for 

the month in the of May 206  to be held in Harare, Bulawayo and Masvingo.  We kindly invite you or 

any of your nominated person(s) to attend any of these seminars. The details of the seminars are as 

follows: 

 

Description  Harare Bulawayo  Masvingo 

 

Topic VAT Update Seminar 

 

 

Withholding Tax 

Seminar 

Withholding Tax 

Seminar 

 

Seminar 

Details 

2016 VAT changes, impact of SI9 

the business community, day to day 

VAT compliance issues among other 

issues. 

 

Withholding taxes on 

local and foreign 

service providers  

Withholding taxes on 

local and foreign 

service providers 

 

 

Date 17 May 2016 

 

18 May 2016 11 May 2016 

 

Venue Holiday Inn 

 

 

Holiday Inn  Flamboyant Hotel 

 

Time  08.30hrs – 13.00hrs  08.30hrs – 13.00hrs  09.00hrs – 13.00hrs 

  

Investment  US$100 US$100 US$100 

 

 

 
Bookings  
For details and bookings contact Roseline on:  

Telephone + 263 (04) 741334/740222 

+263 (0) 775 911383 or 0775 911 538  
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1.3.3 We were voted 1st Runner Consulting firm under the SME category 
 

Tax Matrix’s story continues to grow and it’s amazing that in our 1st year of doing business we are 

already scooping awards.  We were voted the First Runner Up Consulting Company at the Local 

Legends Awards for Small to Medium Enterprises Association (SMEA). The Managing Director, 

Marvellous Tapera and the Tax Matrix team would like to thank you are valued clients for the support 

you gave us which culminated into us being voted the First Runner consulting company in Zimbabwe 

in the SME category.  
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1.3.4. Tax Matrix Publications  
 

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

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

outside Harare upon you paying the deliver charges.  Such charges will be communicated to you upon 

ordering. 

 

                                  

 

                                                                          

                                 . 

 

 
For orders please contact Roseline on +263 (4) 741344 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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1.3.5. Tax Matrix 2016 Module Based Courses Calendar  
 

The following is our Module Based Courses calendar for 2016. The courses on offer are for finance, HR, 

procurement staff, tax advisors and any one with interest in the subject of tax. You can join our sessions 

every Friday (Learning Fridays) at the above address as we demystify the subject of taxation. Below are 

the courses to be held in the month of April/May 2016  
 

 

Course 

no. 

Course Course content Date Fees 

5 Introduction to 

Zimbabwean Income 

Tax - The tax issues of 

starting up a business 

in Zimbabwe 

(continued) 

 Tax registration (Income tax, PAYE  and VAT) 

 Appointment of public or principal officer  

 Duties of public officer and directors 

 Directors responsibilities and ethical issues 

 Publication and shaming of tax evaders 

 Tax effect of operating as  a company, sole 

trader, partnership or trust 

 Taxation of  non-profit making organisations  

8 April 2016 USD30  

     6 Employment and 

related taxes- The 

broad perspective  

 Source of employment income 

 Taxation of non-resident employees 

 Tax effects of working outside Zimbabwe 

 Tax implications of sharing employees  

22 April 2016 

 

USD35  

7 Employment and 

related taxes- Specific 

incomes of employees 

 Preview of employment income 

 Retrenchment-Labour Act and Pension & 

Provident Act 

 Pension payments in terms Pension & Provident 

Act 

29 April 2016 

 

USD35 

8 Employment and 

related taxes- Risk of 

classification  

 Definition of employees vs consultants ( Labour 

Act & ITA review)  

 Tax implications of being a non-executive 

director 

 Fringe benefits (e.g loans, lunches, motor 

vehicles, airtime etc) 

6 May  2016 

 

 

USD35 

9 Understanding 

employment and 

related taxes 

 Employer registration and deregistration  

 Tax duties of employers  

 Tax responsibilities of employees with 

secondary employers 

 Duties of employees  

 Final Deduction System , tax credits and 

deductions 

13 May 2016 

 

USD35 

10 Withholding Taxes on 

tenders 

 Analysis of tax legislation relating to 

withholding tax on contracts (s80 ITA) 

 Aspects exempt from withholding taxes on 

tenders 

 Definition of payments    

 Managing  withholding tax (ITF263) practical 

considerations  

 Payment of tax and submission of returns 

 Penalties for not complying with the 

requirements of s 80 ITA 

20 May 2016 

 

USD40 
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2. Legislation 
 

2.1 Acts 

 
Nothing to report on 

 
2.2 Statutory Instruments 

 

2.2.1 Analysis of  the renegotiated  Zimbabwe  and  South Africa DTA 
 

Background  

 

The Republics of Zimbabwe and South Africa have re-negotiated a double taxation agreement (DTA) 

as provided for by section 91 of the Income Tax Act (ITA) (Chapter 23:06). The agreement was 

concluded in Bulawayo by representatives from the Ministry of Finance and Economic Development 

and the Zimbabwe Revenue Authority and their South African counter parties on 4th August 2015 and 

now published through statutory instrument 40 of 2016. The new DTA replaces the obsolete and 

ineffective DTA which the two countries concluded way back in 1965. The old DTA had lost its 

relevancy as it had failed to accommodate changes in the economic situation. For example South 

Africa in recent times has become our major trading partner and also a source of foreign direct 

investment. Further, when the general withholding tax rate was reduced from 20% to 15% by the 

Finance (No.3) Act 10 of 2009 with effect from the year of assessment beginning on the 1st January, 

2010, the rates in this DTA remained unchanged at 15%. This means that there was no longer any 

benefit to be driven from this DTA and thereby becoming uncompetitive. It also meant that this piece 

of legislation lost its objective of eliminating and avoiding double taxation of residents of the 
Contracting States.  

Arguably, the renewed DTA provides a number of fiscal incentives compared to the old DTA and it is 

expected to result in increase in both portfolio investment and foreign direct investment particular for 

Zimbabwe. South African residents (companies and individuals) are expected to benefit the most from 

the reduction in tax rates.  This is because Zimbabwe hosts branches and subsidiaries of South African 

entities.  This was also an opportunity for the two countries to align the wording of the DTA to those 

found under the international best practice (i.e. OCED taxation model).  

Note that the benefits implied in this DTA are for the benefit of residents of contracting States 
(Zimbabwe and South Africa residents) and residents of other countries cannot access these benefits.  

Entry into force 

The SI 40 of 2016 has no effective date of commencement yet. The effective date will occur after 

each country to notify the other in writing through diplomatic channel of its readiness to implement 

the new DTA. The transitional date after notification of effective date of commencement of the DTA 

for withholding tax effective date is 1st of the second month following DTA comes into force and next 

1 January (most probably 1 January 2017) for other taxes. And once the new DTA comes into force 

the old DTA ceases to apply.    

Major highlights of the new DTA 

 Withholding tax on dividend fixed at 5% on a direct investments (shareholders with at least 25%) 

and 10% in all other cases. 

 Withholding tax on technical fees (fees on consultative, technical, administrative and managerial 

services) fixed at 5% of gross fees, but excess fees (non-arm’s length fees) are subject to 15%. 
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 Withholding tax on royalties (payments for intellectual property, including hiring of fixed assets 

at 10%  

 Employees of a non-resident company or  an enterprise deployed  to provide professional services 

including consulting services, to constitutes a PE of the non-resident,  once the duration of the 

services last more than 183days in any year of assessment, 

 Independent professional  services exercised by a resident of one State in the other State has 

threshold of 183 days to constitute a Permanent Establishment    

 Currently, a company erecting a plant or machinery in another State if the erection is an integral 

part of the contract for the supply of such plant and machinery do not constitute a PE meaning it 

is exempt on income accruing from such activities. The new DTA appears not to grant this relief.  

An analysis of the new double taxation agreements  

 

Item  New DTA (new rules) Old DTA Comment 

Taxes 

covered 

The DTA does not cover from the ZIM 

side on-resident tax on interest  

Income tax and similar 

taxes 

Non-resident tax on 

interest is currently 

exempt from 

withholding tax  

From ZIM side taxes include residents’ 

tax on interest.  

 

Income tax and similar 

taxes 

Appear to be a drafting  

error, we wonder how 

this affects SA residents 

New taxes to be notified to the other 

Contracting State   

Notification of new 

taxes not provided for 

 

General 

terms  

Expanded definition of SA to include 

territorial sea, any area outside territorial 

sea, including the continental shelf to be 

designated as SA under SA laws in 

compliance with international law  

The term ‘South 

Africa’ means the 

Republic of South 

Africa 

Thus residents 

occupying inlands  of 

SA etc enjoys the 

benefits implied in this 

DTA 

Resident  The terms resident does not include any 

person who is liable to tax in that State 

in respect only of income from sources 

in that State or capital situated therein. 

 

Same as new but new 

DTA expanded. 

 

 

Resident of a person  other than an 

individual  to be determined by mutual 

agreement, place of effective 

management, the place where it is 

incorporated  or otherwise constituted 

and any other relevant factors . 

 The old DTA only 

used the place of 

effective place of 

management  

Impliedly any test can 

be used and where there 

is conflict countries to 

resolve it by mutual 

agreement 

In the absence of such an agreement, 

such a person will not be entitled to  any 

relief or exemption from tax provided by 

this agreement except to the extent  and 

in such manner as may be agreed upon 

by the  by the  competent authorities  of 

the contracting state. 

 Not available   
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Item  New DTA (new rules) Old DTA Comment 

Permanent 

Establishment

(PE) 

Definition of a PE in line with the 

OECD taxation model.  

Wording unique in 

certain areas 

Agreement meets best 

practice and promotes 

investor neutrality and 

consistent treatment of 

items across the globe 

A PE includes provisions of services 

(including consultancy services)  by a 

company or enterprises of a Contracting 

State through its employees or other 

personnel in the other country provided 

the duration of the services is to last 

more than 183days in any year of 

assessment 

No recognition of 

short term assignments  

This gives relief to short 

term assignments 

thereby promoting 

prospecting activities or 

market testing. 

A PE includes professional or other 

activities of an independent contractor 

rendered in the other State provided the 

duration of the services is to last more 

than 183days in any year of assessment 

No recognition of 

short term assignments  

This gives relief to short 

term assignments 

thereby promoting 

prospecting activities or 

market testing. 

A building site, construction, assembly 

or installation project or any supervisory 

activity in connection with such or 

project will exist as PE if such site etc 

continues for a period of more six 

months (183 days) 

A building site, 

construction etc not 

specifically stated and 

threshold (183 days) 

not also stated (but see 
below).  

The only change is the 

183 days threshold. This 

is in line with some 

OECD standardized 

DTAs. 

The old provision is not appearing in the 

new DTA.  

A company/person 

erecting a plant or 

machinery in another 

State if the erection is 

an integral part of the 

contract for the supply 

of such plant and 

machinery do not 

constitute a PE.  

This is to disadvantage 

fix and supplying 

companies.  

 An insurer, other than a reinsurer, shall  

be deemed to have a PE in another State 

if it collects premium or insures risks 

through a dependent agent   

No similar provision  Effect is to tax income 

of insurer generated by 

dependent agent, but 

modality may be 

difficulty because 

currently life insurance 

business is taxed based 

on actuarial liabilities 

Income from 

immovable 

property  

Income generated by immovable 

property to be taxed where the property 

is situated. 

Income from 

immovable property 
not covered  

 

Business 

profits 
No particular changes No particular changes Language aligned to 

OECD taxation model 

otherwise the context 

remains the same. 
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Item  New DTA (new rules) Old DTA Comment 

International 

transport 

The taxation basis remains the same i.e. 

international transport only taxable in 

the country the enterprise is resident. 

However the definition of profit has 

been extended to include: 

 Profit to include profits derived 

from the rental on a bare boat basis 

of ships or aircraft used in 

international traffic, from use or 

rental of containers and profits 

derived from the rental of road or 

rail transport vehicles.       

Same except for 

expanded definition of 

profits 

 

Dividend 5% withholding tax if a beneficial 

owner controls directly 25% of the 

capital of the company paying the 

dividend. 

 

10% in all other cases 

Withholding tax of 

15% in all cases 

Rate of 5% puts at parity 

SA with Botswana and 

UK, and the rate of 10% 

is in line with other 

DTAs except Norway 

and Sweden which are 

still at 15%. 

Interest  Withholding tax not to exceed 5% of 

gross interest  

Withholding tax rate is 
15%  

However, Zimbabwe 

exempts  withholding 

tax on interest paid to 

non-resident  

Exemption from withholding tax 

government related, central bank or 

listed stock related interest   

No provision in the old 
DTA 

 

Non-arm’s length royalties (excess 

royalties) to be subject to tax at 15% 

withholding tax 

15% Withholding tax 

in all cases 

Zim has laws that treats 

excess interest as 

dividend i.e. interest on 

debt: equity exceeding 

3:1 or that exceed that 

computed using new 

transfer pricing rules. 

These domestic rules 

will still apply   

Royalties The withholding tax on royalties paid to 

a resident of a Contacting State shall 

not exceed 10% of gross royalty. The 

country of resident is also given the 

right to tax the royalty  

Withholding tax was 

15%, but would be 

exempted in the 

person’s country of 

residence by reason of 

them being taxed in 

the country of  source. 

New DTA provides a 

lesser incentive 

compared to old  DTA. 

Under the new DTA a 

person could be taxed in 

both countries with a 

possibility of maximum 

tax rate of 28% SA and 

25.75% (ZIM).  

Non-arm’s length royalties (excess 

royalties) to be subject to tax at 15% 

withholding tax 

Withholding tax was 

15%, but would be 

exempted in the 

person’s country of 

residence by reason of 

them being taxed in 

the country of source. 

Arm’s length royalties 

to meet the criteria set in 

para 9 of the 35th 

Schedule of the Act 
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Item  New DTA (new rules) Old DTA Comment 

Technical 

fees 

Withholding tax on  technical fees 

reduced to not more than 5% of gross 

fees 

The current 

withholding tax rate 

was 15%  

 

Technical fees means 

payments of any kind to 

any person ,other than to 

an employee of the 

person making the 

payments, in 

consideration for any 

service of an 

administrative  

,technical ,managerial or 

consultancy nature 

 

Capital gains Gains from immovable property and 

shares in an investment company 

(company owning immovable property) 

to be taxed where the property is 

situated 

No rules on CGT  Reason for the old DTA 

not to contain rules on 

CGT is that Zim 

introduced this tax in 

1981 and SA at a later 

date  

Gains from alienation of  movable 

forming part of business property of  

PE and gains from alienation of such 

PE to be taxed where the PE is situated 

Same as above Same as above 

Gains from alienation of ships, aircraft, 

rail or road transport vehicles operated 

in international traffic or associated 

movable property to be taxed in 

person’s country of residence 

Same as above Same as above 

Gains from alienation of shares or 

property not mentioned above to be 

taxed in the country the alienator is 

resident 

Same as above Same as above 

Employment 

income  

Remains the same except that the new 

article separates professional services. 

Also new article includes remuneration 

from employment aboard a ship, 

aircraft, road or rail transport vehicle 

operated in international traffic to be 

taxed where enterprise is resident   

Remuneration or 

profits of employees of 

professional services 

to be taxed in the 

country the services 

are rendered, but in the 

home country if period 

of services in the other 

country is less than 

183 days  

Professional services 

now separately dealt 

with  

 

Note that we will cover the administrative articles in April MTU  

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

 Investors may wish to hold on to dividend declaration and fees as there are massive benefits to be 

expected from the new DTA. For fees however there is little postponement that can be done. Para 

1 (2)  ( c) of the  17th Schedule to the Income Tax Act  (Chapter 23:06) provides that  “fees shall 

be deemed to be paid to the payee if they are credited to his account or so dealt with that the 

conditions under which he is entitled to them are fulfilled, whichever occurs first”. Entitlement 

occurs once the services have been performed and an invoice is raised or when one is paid for the 
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work whichever occurs. To ZIMRA withholding tax on fees is due within 10 days of payment of 

the fees.  

 For royalty type arrangements we suppose there is need to liquidate early and also to re-look at 

the pricing strategy the reason being that once the new agreement sets in, both countries would 

have the right to tax the royalty. 

 Overall the new DTA provides reliefs to residents of the Contracting State compared to the old 

rules and expecting the volume of business to be boosted between these countries. Investors may 

want to re-look at the benefits offered by Botswana/Zimbabwe DTA. Although liquidating 

investments is a long term strategy we expect South Africa to be preferred as an investment 

location compared to Botswana on the basis of tax advantages.   

 

2.2.2 Government flushing out non-essential imports to contain BOP   
 

Background  

 

Zimbabwe continues to fight off high import bill. In December 2015 MTU we have statutory 

Instrument number 132 of 2015 dealing with the same matter. The objective of the Statutory 

Instruments is to control the quality of goods imported using Open general Import License. This may 

probably help in reducing the dumping of sub-standard goods into Zimbabwe as well as containing 

the import bill. The twin objectives could also have a favourable impact on balance of payment and 

could also rejuvenate the local industries. The current Statutory Instrument which was published in 

the government gazette targets the pharmaceutical medicines and textile materials.   

 

The Law  

The importation of certain types of goods into Zimbabwe is restricted by the Ministry of Industry and 

Commerce in terms of the Control of Goods (Import and Export) (Commerce) Regulations. Most of 

the goods coming into Zimbabwe are authorized under the Open General Import License (OGIL) 

which came into effect in 1996. Members of the public are hereby advised that with effect from 12 

February 2016, the following goods no longer qualify under the Open General Import License and 

their importation requires an import license with immediate effect: 

 Certain pharmaceutical medicines as listed in Statutory Instrument 18 of 2016. These include 

antacids, certain painkillers, certain antibiotics, and specified intravenous infusion (IV) fluids 

(refer to the Statutory Instrument for a detailed list). 

 Second- hand clothing 

 Second- hand shoes; and 

 Blankets, travelling rugs and related products as listed in Statutory Instrument 19 of 2016 

Goods that are imported without the necessary import licence will be detained at the entry points 

pending production of such.  

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

 The new law has the effect of requiring an import licence for the importation of the said goods. 

This has the effect of banning the importation of the said goods for commercial purposes by 

informal traders and individuals  

 All importers are, therefore, urged to acquire these documents prior to the importation of the 

goods into the country to avoid any inconveniences at the time of importation and clearance. 

Importer can lose goods if they fail to produce proper importation documents 
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2.2.3 Insurance industry experiencing yet another hike of fees  
 

Background 

 

In February 2016 we reported the hiking of insurance and pension levies. This current statutory 

instrument (no) sees another hiking for the insurance industry. The registration and applications fee to 

commence the insurance business have both been increased by over 500%.  The last review of these 

fees was done in 2011. 

The Relevant Legislation 

 

The Minister of Finance and Economic Development by virtue of powers vested in him in terms of 

section 89 of the Insurance Act [Chapter  24:07] has made the following regulations which has the 

effect of revising upwards the rates of registration fees for insurer and related businesses. The new 

rates are effective 1st of January 2016. These regulations are contained in Statutory Instrument no 17 

of 2016. This SI replaces SI 152 of 2011. 

 

The New rates  

 

The following are the new registration and applications to operate the said business in Zimbabwe. The 

increases are 556% and 2857% for application and registration fees respectively. 

 

No  Type of entity  Type of fee  New fee (US$) Old fee (US$) 

1  Insurer carrying reinsurance 

business 

Application  500 90 

Registration 5000 175 

2  Insurer carrying life business Application  500 90 

Registration 5000 175 

3  Insurer carrying business 

other than life business 

Application  500 90 

Registration 5000 175 

4  Insurer carrying life business 

and insurance business 

Application  500 90 

Registration 5000 175 

5  Insurer carrying business of 

issuing funeral policies only 

Application  500 90 

Registration 5000 175 

6  Mutual society Application  500 90 

Registration 5000 175 

7  Insurance broker Application  500 90 

Registration 5000 175 

 

Type of registration or licence 

 

No Entity New fee 

(US$) 

Old fee (US$) 

1 Insurance agents (general ) licence fee                                    100        40 

2 Insurance agents (life ) licence fee                                    100 40 

3 Insurance agents (temporary ) licence fee                                    100 20 

4 Intermediary licence fee                                    100 40 

5 Insurance agent (corporate) 100 70 

6 Multiple agent (general) licence- application fee  600 90 

Multiple agent (general) licence- registration fee  1200 175 

7 Loss adjust or survey or risk management consultant- 

application fee 

200 90 

Loss adjust or survey or risk management consultant- 

Registration fee 

200 110 
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Annual fess 

 

Entity  New fees (US$ Old fees (US$) 

Life companies 3500 500 

Other insurers 3000 500 

Brokers 1500 350 

Multiple agents 500 180 

Loss assessors 200 120 

Agency (individual) 100 30 

Agents (corporate) 500 50 

 

Replacement or insurance of additional certificate of registration for registered entity or agent 

US$300. 

 

2.3 Bill watch 
 

Nothing to report on  
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3. Court cases & Appeals 
 

3.1  Court cases  
 

3.1.1 Old Mutual Zimbabwe lost case on share ownership scheme 
 

Case Old Mutual Zimbabwe Ltd versus The Commissioner General of  ZIMRA  

 

Summary  Old Mutual implemented a share scheme to reward the performance of employees and 

also to comply with Indigensation laws 

 Old Mutual  sought to obtain the tax privileges of share scheme by applying to ZIMRA 

to have the scheme endorsed as meeting requirements of s 2 income tax act 

 The privileges included exemption to employees of benefit from sale of shares and 

deduction of cost of such as awarded to the employees in the hands of the employer.     

 ZIMRA rejected the application stating that employee share ownership trust did not 

meet the requirements of s 2 of the Income Tax Act.  

 Old Mutual then sought the intervention of the court to have ZIMRA re-examine the 

employee share ownership trust and to submit reasons thereof for adverse 

determination.  

Jurisdiction High Court of Zimbabwe Harare 

 

Decision  That the Commissioner acted lawfully, fairly and reasonably and with promptitude and 

provide reasons for his decision to Old Mutual also his administrative action met the 

requirements of procedural and substantive fairness. 

 That notwithstanding the concession  made by the Commissioner it cannot be 

established that the dominant purpose or effect of the trust was to enable the eligible 

employees to share in the income or profits of Old Mutual   

 That there was no evidence that dividend income paid to employees was pooled in the 

trust since these were paid directly to each employee and for this reason the 

Commissioner was correct in stating that the trust was not an AESOT contemplated 

under s 2 of the Income Tax Act.  

 That Old Mutual’s claim was so lacking in merit that its pursuit of it was vexatious. 

 That Old Mutual’s claim was dismissed with costs. 

 

What was the issue? 

 

 Whether  the trust deed of Old Mutual constitutes an  approved employee share ownership  

scheme as defined in s 2 of the Income Tax Act with effect from 25 June 2012 the date trust 

shares were awarded to eligible employees  

What were the facts?  

 Old Mutual created a series of trusts in order to give employees a stake in the company. 

 The trust deed which is the subject of this application was notarised. 

 On 25th of June 2012 Old Mutual dispatched offer letters with the terms and conditions of the 

scheme together with acceptance letters and the shares were based on employee performance. 

 The offer was awarded to the employees on 25 June 2012 and would vest to the employees in 

three stages on 25 June 2014, 25 June 2015 and 25 June 2016. 

 Offer entitled the employees to immediate voting and receiving of dividends but these rights 

would be lost upon the employee’s voluntary resignation or disciplinary termination. 

 Employees who retired by reason of age, illness, retrenchment or death within the restricted 

would not lose these benefits  
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 Old Mutual erroneously sought approval of the scheme as an Approved Employee Share 

Ownership Trust (AESOT) from ZIMRA through an advanced tax ruling in terms of s 34 D of the 

Revenue Authority Act so that the scheme could access the tax benefits enshrined in the Income 

Tax Act (Chapter 23:06). 

 ZIMRA rejected the approval as not in compliant with s 2 of the income tax act. 

 Following the rejection, the Commissioner was attacked in its capacity as an administrator for 

failing to act lawfully, reasonably and in a fair manner.  

 Old Mutual averred that the disqualification of trust as an AESOT was grossly irrational and 

unreasonable. 

What were the Competing Arguments?  

The taxpayer 

 That the Notarial Deed of the Trust of the OMZIL Indigensation Employee Share Scheme meets 

all the requirements of the AESOT in accordance with s 2 of the Income Tax Act  

 That the Commissioner personally consider and re-examine the trust deed against the 

requirements of an AESOT as prescribed in s 2 of Income Act and advise in writing within 10 

days of this order whether or not he is satisfied that dominant effect or purpose of the Notarial 

Deed of Trust of the OMZIL Indigensation Employee Share Trust submitted to the Commissioner  

will be accepted by ZIMRA for purposes of s 15(2)(jj ) and para 19 of the 3rd Schedule of the 

Income Tax Act and if not satisfied to provide reasons in writing thereof 

 That ZIMRA shall pay the cost of this application  

 That the Commissioner contended that the applicant was required to avail other satisfactory 

information to him showing that the scheme was in compliance with either of the provisions of s 

2(b) (ii) of the Income Act. 

 That it made the tacit admission that full and frank disclosure to enable   ZIMRA to make an 

informed decision on the points in dispute had not been made. 

 That once the court declares that the scheme meets the requirements of the (AESOT) as defined in 

the s 2 of the Income Tax Act, it will have usurped the administrative functions of the 

Commissioner.  

 That the power of the Commissioner to accept or reject the scheme would have been emasculated. 

 That the applicant has a duty to set out clear and consistent relief in the draft order by seeking the 

last two prayers in the alternative rather than as a seamless whole. 

 

The Commissioner General  

 That the application was not properly before the court. 

 That Old Mutual was in essence seeking review under the guise of a declaratory. 

 That the present application was in substance an application for judicial review rather than a 

declarator. 

 That Old Mutual was precluded by law from moving judicial review of the Commissioner’s 

administrative decision other than by way of  Order 33 r 257 of the High Court Rules and that 

failure to comply with the provision of r 257 was a fatal irregularity and prayed for the dismissal 

of the application. 

 That the Commissioner properly abandoned the preliminary point in oral argument on the strength 

of the decision of the Supreme Court.  

• That the Commissioner cited that the Supreme Court has held that there are many routes to access 

judicial review in the High Court. Thus an applicant may elect to follow Order 33 of the Rules of 

Court or 4 (1) as read with s 2 (2) of the Administrative Justice Act. In such a case the Applicant 

would be in the proper concession. 

• That the application was premature as Old Mutual did not exhaust the domestic remedies 

prescribed in the Administrative Justice Act. 
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• That the oral and written information availed to him did not establish that the shares held in trust 

could be sold to the trust by each participating employee or purchased by the trust from the 

employees 

• That the other disjunctive sub requirement for the pooling of profits or dividend was absent. 

• That Old Mutual was required to avail other satisfactory information to ZIMRA to prove that the 

scheme was compliant with s 2 (b) (ii) of the Income Tax Act  

• That in seeking such relief Old Mutual made the tacit admission that full and frank disclosure to 

enable ZIMRA to make an informed decision on the points in dispute had not been made  

• That once the court declares that the scheme meets the requirements of the Income Act it was 

automatic  it would have usurped the administrative functions of the Commissioner making relief 

for administrative justice irrelevant  

What was the legislation or the judicial precedents considered? 

Legislation considered 

 Section 2, s 15(2) (jj) and para 19 to the Third Schedule of the Income Act. 

 Section 2 of the Income Tax Act reads as follows: 

“Approved employee share ownership trust” means an arrangement embodied in a notarized  

Trust deed which satisfies the Commissioner that its dominant purpose or effect is to enable 

employees of a company to participate in or receive profits or income arising from acquisition, 

holding, management or disposal of the stock, shares, debenture, and any property, including money, 

of the company or group of companies concerned where- 

a) The stock, shares, debentures and any property, including money, are held in trust of employees 

b) The arrangement has either or both of the following characteristics- 

i. the employees’ contributions, if any, and the profits and income out of which are to made 

are pooled. 

ii. each employee has a right or interest, whether described as a unit in the stock, shares, 

debentures and any property including money, held in the trust for the employee. 

 Section 15 (2) (jj) of the Income Tax Act provides as follows: 

“The deduction allowed shall be – 

an amount representing the fair value of any stock, shares, debentures, units, or other interest paid by 

a taxpayer to an employee of the taxpayer or for the benefit of an  employee of the taxpayer pursuant 

to any approved employee share trust”. 

 Para 19  of Third Schedule (section 14)  reads as follows 

Exemption from income tax 

“an amount received by or accrued to or in favour of an employee participating in an approved 

employee share ownership trust form the sale or redemption by the trust of any stock, shares, 

debentures, units or other interest of the employee in the scheme or trust. 

 

What is the Court’s reasoning and decision? 

 That ZIMRA was correct in stating it had no power in terms of the law to approve an AESOT and 

that in fact no administrative authority is empowered by any law to grant such an approval  

 That no such approval is required and that the role of the Minister for Indigensation is not to 

approve the scheme but to certify it is in compliant with the Indigensation plans and legislation 

 That until the Commissioner accepts the scheme, the relief provided in s 15(2)(jj) and para 19 of 

the 3rd Schedule to the Income Tax Act could not be enjoyed  
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 That the requirements the Commissioner needed to be satisfied with were as follows: 

 The existence of notarised trust deed and 

 Whose purpose or dominant effect is for employees to share in the profits of income of the 

company emanating from trading operations and share dealings of the company and 

 In which shares are held in trust for the employees and  

 Either (i) and contributions of the employees or profits or income which disbursements come 

are pooled or (ii) each employee has a right or interest in the shares held in trust for him 

capable of being sold to or bought by the trust  

The existence of notarised trust deed  

 That the existence of a notarized trust deed was common because that annexure of Old Mutual 

adequately meets this requirement 

Purpose or dominant effect  

 That although the Commissioner and Old Mutual agreed  that the dominant purpose or effect of 

the scheme is for employees to share in the profits of income of the company emanating from 

trading operations and share dealings of the company, this was untrue because the dominant 

purpose of the scheme was to comply with the Indigensation requirements and this was also 

confirmed by Old Mutual which indicated that failure to recognise the trust as an AESOT 

jeopardised the approved Indigensation plan 

 That the express dominant result of the scheme was to retain staff in Old Mutual and its 

subsidiaries whereas the sharing of profits was an aside.  

 That the provision of the restricted period in the trust was inconsistent with a dominant purpose or 

of the sharing in the profits of the company 

 That notwithstanding the concession  made by the Commissioner it cannot be established that the 

dominant purpose or effect of the trust was to enable the eligible employees to share in the 

income or profits of Old Mutual   

Pooling of funds or income  

 That there was no evidence that dividend income paid to employees was pooled in the trust  and 

that the dividend was paid directly to each employee 

 That in the absence of such a proven pool, the Commissioner was correct in stating that the trust 

was not an AESOT contemplated under s 2 of the Income Tax Act.  

Shares to be held in trust  

 That the documents supplied to the Commissioner and the court do establish that the shares in 

question purportedly sold by OMBV to the trust had been transferred to the trust and registered in 

the names of trustees  

 That there were no shares certificates in trust for the employees since there was no share 

certificates in the name of trustees 

 That Old Mutual sought recognition of the trust as an AESOT on the basis of the alternative 

requirement set out in s 2 (b) (ii) 

 That Old Mutual contented in oral argument that the effect of the right or interest in the shares 

conferred by clauses 17, 18 and 19 of the trust deed, in tandem with all trust, was to deny 

ownership of such shares. 

 That the inarticulate premise in the contention is that neither the employee nor the trust could sell 

or purchase his rights in the shares during restricted period. The employee had the beneficial right 

or interest to receive ownership into his personal name in the interim, dividends on shares. 

 That the issue before the commissioner was not a matter of law only as submitted by Old Mutual 

but of both law and fact. 

 That the thrust of the applicant’s submissions was that the respondent misinterpreted the law and 

the court on the authority of Director of Civil Aviation v Hall 1990 (2) ZLR 354(SC) 

 That Old Mutual simply failed before the Commissioner and the Court to establish as a matter of 

law that each employee including the bad leavers were able to sell their allotment to the trust 

before the vested date. 
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 That Old Mutual failed to establish on a balance of probabilities that in two years between the 

award date and the first date of vesting it could not sell and acquire before the date of vesting 

between the trust and any one of the employees. 

 That Old Mutual acted under the erroneous belief that satisfaction for the Commissioner is 

derived from a desk review of the platitudes, promises and intentions set out in the trust deed and 

its accompanying rules. In this regard Old Mutual is required to submit concrete facts of the 

fulfilment of the promises and implementation of the intentions. 

 That after the Commissioner of Domestic Taxes examined the trust deed and all documents 

supplied to him was not satisfied. 

 That the Commissioner acted lawfully, fairly and reasonably and with promptitude and provide 

reasons for his decision to Old Mutual also his administrative action met the requirements of 

procedural and substantive fairness. 

 That Old Mutual’s claim was so lacking in merit that its pursuit of it was vexatious.  

 That Old Mutual’s claim was dismissed with costs. 

 

Case considered 

 

 Ronald Vimbiso v Dairiboard Employees Share Ownership Trust (DESOT) 2015 ZWHHC 235 

HC4924  

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

 When seeking to obtain fiscal advantages of the share scheme employers simply have to adhere to 

the requirements of s 2 of the Income Tax Act, the Commissioner’s approval is not necessary he 

simply needs to be satisfied that the scheme is a genuine employee ownership scheme or trust 

whose objective is to allow the employees to buy and sale the shares to the fund and there is 

pooling of profits.  

 Tax treatment of all transactions associated with AESOT can be critical to their appeal as 

financial instruments. This includes the tax treatment of a company donations to employee share 

trust, taxation of interest earned on external financial of trust contributions, capital gains and 

corporate profits. The relatively high rate of corporate profits tax means that there will be strong 

incentive associated with any means of tax reduction.  

 The Government of Zimbabwe has developed tax incentives for AESOT.  The issuing of shares to 

employees trusts is tax deductible. Employees are tax exempt on sale of shares to the trust and 

there are also no capital gains taxes on disposal of shares to the trust. 

 The AESOT plan recommended is a straight forward redistribution of equity form owners and 

government to employees.  As a first effect, there will be no new wealth generated. The primary 

change that occurs is that employees are now entitled to dividends and would benefit from any 

capital gains resulting from an improvement of the company’s net worth. A potential sound effect 

is that productivity increase improves the financial performance of the company and overall 

increase economic growth of the nation. 

 Raising workers’ awareness of their roles as equity holders could result in cost saving 

suggestions, reduce worker absenteeism and improve customer relations. 

 

3.2 Appeals  

 
Nothing to report   
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4. Interpretations & Announcements  
 

4.1 Tax Matrix Analysis of existing and/ or new law  
 

4.1.1 New law on employee retrenchment payments 

 
Background 

 

The July 17 2015 has destabilized the Zimbabwe labour market. Employers can hire and fire willingly 

unlike previously when they had to go through a long drawn process when they wanted to lay off an 

employee. Thus, job security is no longer guaranteed and each day thousands are being fed into the 

streets. When employees leave there are certain dues that would accrue to them. For instance the new 

law provides that an employer should pay as minimum retrenchment package 2 weeks’ salary for 

every year worked. Employers are however up in arms against this rule, citing that it treats all forms 

of terminations as retrenchment packages. They have made a High Court application challenging 

amendments to labour laws which is treating all forms of terminations as a retrenchment package. 

They cite the amended Act’s flaws because it can be abused, because an employee who is fired over 

disciplinary issues similarly gets 2 week’s salary for every year served. Anywhere those are labour 

issues (for more, kindly approach an appropriate expert). Tax Matrix is motivated by increase in 

layoffs to discuss the tax implications on terminal benefits (retrenchment and other benefits), 

including pensions. Also, because the Finance Act no 2 of 2015 recently enhanced tax benefits of 

termination payments.  

Retrenchment package  

 

What is retrenchment? 

 

According to Section 2 of the Labour Act (Chapter 28.01) retrenchment is defined as follows:  

“in relation to an employee ,means terminate the employee’s employment for the purpose of reducing 

expenditure or costs ,adapting to technological change ,reorganizing the undertaking in which the 

employee is employed or for similar reasons and includes the termination of employment on account 

of the closure of the enterprise in which the employee is employed” 

 

The tax law on retrenchment package  

 

Retrenchment package is brought into gross income of an employee in terms of s 8 (1) (b) of the 

Income Tax Act (Chapter 23:06) which provides for inclusion in gross income of an employee of: 
 

“ any amount so received or accrued in respect of services rendered or to be rendered, whether due 

and payable under any contract of employment or service or not, and any amount so received or 

accrued by reason of the cessation of the employment or service of a person (own emphasis)……” 

The full amount is however not taxed because of the exemption provision stipulated under paragraph 

4 (p) of the 3rd Schedule to the Income Tax Act (chapter 23:06). This provision exempts USD10000 or 

a third of the retrenchment package, whichever is greater between the two, up to a maximum 

exemption of USD20000.  
 

Retrenchment package implies the mount of any severance pay, gratuity or similar benefit, other than 

a pension or cash in lieu of leave, which is paid to an employee on the cessation of his employment, 

where his or her employment has ceased due to retrenchment. Thus, it includes school fees benefits, 

commutation of amounts due under employment contract, any car given to you, gratuity of any form 

or any form of benefit whatsoever that you receive from your employment on cessation of your 
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employment contract due to retrenchment. All these amounts should be aggregated with retrenchment 
for purposes of determining the exemption amount.  

 

Administratively the retrenchment scheme needed to be approved by the Minister of Labour and 

Social Welfare for an employee to qualify for the said exemption, but with effect from 1 January 2016 

this is no longer required (see Finance Act no. 2 of 2015). 

 

Pension accruals or receipts  

 

Pension on retirement  

 

Pension on retirement is a pension paid to member who is between 55 and 70 years. However, in terms 

of section 15 of the Pension and Provident Funds Regulations, 1991 the Commissioner of Pension may 

however approve a lower age where it is customary in a particular trade or in the cases of redundancy, 

retrenchment, ill health or disability resulting in the member not being able to perform his normal duties 

or some other gainful employment, a lower retirement age. A member who retires when he/she has 

attained the age of 55 years before the commencement of the year of assessment obtains a pension 

exemption in terms of paragraph 6 (h) of the 3rd Schedule to the Act. If you have not turned 56 years, but 

receive retirement pension say through retrenchment, you suffer taxes on the pension accruing to you 

after deducting contributions which were not allowed as deduction to you during contribution time 

(called the disallowed contributions or excess contributions). The amount disallowed is spread equally 

over the person’s life expectancy. 

 

Also, if you are below the age of 56 years and decide to commutate your pension or annuity the 

commutated amount is brought into tax in terms of s 8(1) (r) of the Act provided the pension or annuity is 

payable from the Consolidated Revenue Fund or a pension fund. Where instead the pension or annuity is 

paid out of a retirement annuity fund the amount to be taxed is determined in accordance with section 

8(1) (n). Your lump sum that you receive is reduced by 1/3 of your pension entitlement. This means 1/3 

of your pension entitlement is tax free. So you are encouraged to commute your pension on retirement. 

Any reduced monthly pension after the commutation remains taxable until you reach the age of 56 years 

old.  

 

Pension refund or withdrawal  

 

When you prematurely terminate your employment, i.e. other than retirement as provided in terms of s15 

of the Pension and Provident Act you obtain what is called pension refunds (terminal 

benefits/withdrawal). Premature termination of employment referred to here is when you resign/change 

jobs or employer closed business or by reason of liquidation or winding up of the fund before the 

envisaged benefits from the fund are due to be paid. In terms of section18 of the Pension and Provident 

Fund Regulations of 1991 when you prematurely cease to be a member of a pension or benefit fund you 

are entitled to receive an amount not less than the sum of your own contributions, together with the 

interest earned by the fund on those contributions. The employer’s contributions are not normally paid to 

you but paid into a preservation fund and payable to you when you reach retirement age.  

 

Pension refunds or withdrawals are also referred to as terminal benefits. These are taxable to you through 

section 8(1) (c) as read with the 1st  Schedule to the Act after deducting the first USD1,800, any amount 

used to purchase a retirement annuity, previously disallowed contributions and transfers to approved 

funds. The balance is then taxable at a special rate and do not attract AIDS levy. The special tax rate is 

the person’s top marginal rate of tax (highest rate on his employment income). If the person’s 

employment income is less than the zero rate tax brackets, the pension refund will be taxed at the rate of 

20%.  A directive must be obtained from Zimra for the purposes of computing the tax on this amount.  
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Pension commutation on retrenchment  

 

When your employment ceases due to retrenchment and you are below the age of 56 years old you 

can also qualify for tax exemption on the pension or annuity commutation from a Consolidated 

Revenue Fund or pension fund. The Finance Act no.2 of 2015 enacted new law (para 6(h1) of the 3rd 

schedule of the Act) to provide for this. The exemption is similar to the retrenchment package i.e. 

USD10 000 or a third of the retrenchment package, whichever is greater between the two up a 

maximum exemption of  USD20 000.  The exemption applies only to the first USD60 000 of the 

pension or annuity accruing to you in a year of assessment.  

 

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

 

 When a company is going through a difficult voluntary termination is not the best option, as an 

employee you rather wait for the employer to declare a retrenchment scheme unless there are 

other reasons why you have to leave early. By opting for retrenchment scheme your retrenchment 

package is exempt and so as your pension commutation (suppose you are below the age of 56 

years old). 

 Administratively when you payout terminal benefits to employees you should apply for Zimra 

directive as this provides for a lower rate compared to computing using the tax tables as given. 

Tax Matrix (Pvt) Ltd can assist you make the application. As an employee you should insist that 

your employer obtains the ZIMRA directive. It is also within you tax rights to approach ZIMRA 

to obtain the directive. 

 Employees who have had their employment terminated (unless the termination is on the last day 

of the year) should submit an employment tax return.   This will result in your income being 

reassessed to your advantage. This because employment tax is assessed on annual basis, in which 

case your year would be less than 12 months.  

 Whenever seeking for a retrenchment package exemption employers should avoid bunching the 

package with amounts that already qualify for 100% exemption under other provisions of the Act 

otherwise you will be disadvantaging the employee. For example a sale of a motor vehicle to an 

employee by an employer at a discount when the employee is 55 years or above is a benefit not 

subject to tax. 

 Always opt to commute your pension. Besides the associated tax benefits; commutation implies 

one-third of your pension is immediately payable to you. Make sure you advise your pension fund 

in time for them to commute your pension, because commutation is not automatically be given to 

you. Section 24 of the Pension and Provident Funds Regulations, 1991 empowers the trustees to 

commute a pension which is paid to a retiring or former member or to the surviving spouse, 

children or other dependants of a member or former member, provided an election has been made 

by the payee. A pension not exceeding   US$360 is payable in full. 
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4.2.2 Omitting fringe benefits in payroll could prove very costly  
 

Background  

 

No matter how small a fringe benefit  it is constitute part of remuneration subject to pay as you earn rules 

if such benefit is consumed by an employee or his/her family for personal .  Omitting them could prove 

very costly to both the employer and the employee. The law permits ZIMRA to levy up to 100% penalty 

and interest at the rate of 10% p.a on the undeclared tax. The reason for not declaring the fringe benefits 

is often due to lack of knowledge but also due to conflict of interests. This is because personnel who are 

tasked with implementing remuneration strategy also employees who seek to maximise their after tax 

benefits. Also employer is seeking to motivating employees without suffering a huge cost. By so doing 

the employer might opt to give fringe benefits to employee as a way of avoiding taxable benefits thinking 

that a benefit is less vulnerable to tax compared to salary or this will never be picked by a tax auditor. 

We unpack the tax treatment of common fringe benefits in Zimbabwe to help employers and employees 

avoid penalties and other forms of tax punishment. 

  

The Law 

 

Fringe benefits are brought into gross income by section  8(1)(f) which provides for inclusion into the 

employee’s gross income of “ an amount equal to the value of an advantage or benefit in respect of 

employment, service, office or other gainful occupation or in connection with the taking up or 

termination of employment, service, office or other gainful occupation” 

 

The same section defines a benefit or an advantage broadly to cover board;, the occupation of quarters 

or of a residence, the use of furniture or of a motor vehicle, the use or enjoyment of any other property 

whatsoever, corporeal or incorporeal, including a loan, an allowance or waiver of school fees in the 

case of a member of the teaching or non-teaching staff of a “school, a passage benefit (relocation 

allowance) or anything given in place of a remuneration. It includes anything given by an employer 

which has saved the employee from cashing out of his/her pocket. A fringe benefit also includes 

amounts or advantages given to a spouse or child of an employee by an employer or an associate of an 

employee. An associate of an employer is any other company that is managed by or under the same 

control as the employer e.g sister companies (parent company, a subsidiary or an associate). 

A benefit does not include any such amount consumed, occupied, used or enjoyed, as the case may be, 
for the purpose of the business transactions of the employer (see ITC 1626 (1996) 60 SATC 17). 

It is an extra income supplementing an employee’s money wage or salary. According to section 8 (1) (f) 

a fringe benefit has got to be received in connection with employment to be taxable. It does matter that 

benefit is coming from a past, present or future employer. A general principle regarding the taxation of 

benefits is that the taxability of the fringe benefit is unaffected whether the benefit is granted by the 

employer or by an 'associated institution' in relation to the employer. An 'associated institution is, if the 

employer is a company any other company that is managed by or under the same control as the 

employer.  
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Analysis of the common fringe benefits 

 

Below is a synopsis of the common benefit obtaining in our market 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Taxation of common 

benefits 

Car related benefit 

House related benefit 

Communication related 

benefit 

Other benefits 

Use of company car  

Purchase of car from 

employer 

Use of personal car at 

worker 

Holiday 
accommodation 

Accommodation on 
employer business 

Utility allowances 

Airtime  

Use of company 

phone 

Meals and 

refreshments 

Relocation 

Loans 
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Car related benefit 

 

Car benefits are comprised of the right of use employer owned car, purchase of car from employer 

and use of own car which is sponsored by the employer. Discussion as follows: 

 

Right of use of company car 

 

Motor car benefit arises when an employee is granted the right of private use of employer’s vehicle. 

Such private usage includes travelling between home and place of work, the use of the vehicle after 

work, weekends and holidays. It does matter the vehicle is parked at the employee’s residence for the 

convenience of the employer. The benefit to the employee depends on the engine capacity of provided 

as follows: 

 

Engine Capacity Deemed cost(pm) 

1000-1500cc  $ 300 

1501-2000cc  $ 400 

2001-3000cc  $ 600 

3001 and above  $ 800 

 

The above benefits cannot be reduced simply because the vehicle is used partly for the employer’s 

business e.g the vehicle could be used to make deliveries during the day or performance other work 

related activities.  As long as the employee drives the car home or use it for private purposes, 100% 

taxable benefit applies.  Although paid by the employer, costs such as licenses, insurance, toll fees, 

repairs and maintenance or other cost of running the vehicle do not constitute additional taxable 

benefit. However fuel granted to employee for private use is often considered by ZIMRA a separate 

taxable benefit. It constitutes an advantage subject to employee’s tax .Meanwhile fuel allocated to a 

business trip or on employer business should not be taxed as it is not a benefit to the employee.  

 

Purchase of a car from employer 

 

Where an employee acquires a motor vehicle from the employer or an associate of the employer a 

taxable benefit arise should the market value of the vehicle at the point of acquisition by an employee 

of the car exceeds the amount which the employee paid to the employer to acquire the vehicle. The 

market value of the car should be verifiable and obtained from reputable motor dealers. Three 

quotations are required in practice by ZIMRA and the highest of those quotations should be used. 

Where the acquisition of the vehicle is by an employee who is over 55 years of age on the date of sale, 

the vehicle is exempt from the tax 

 

Use of personal car at work 

 

A taxable benefit arises when an employee receives an allowance in the form of repairs and 

maintenance, fuel or other cash allowance for using his/her car etc. Where the employee uses his/her 

car to deliver employer’s duties that part of the business mileage should be claimed using Automobile 

Association of Zimbabwe rates (AA rates). The excess allowance above the AA rates should be 

taxable. To justify business mileage in practice ZIMRA requires a log book to be kept.    

 

House Related Benefits 

 

Occupation of employer house  
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An employee who occupies a quarters or house belonging to or sponsored by an employer enjoys a 

taxable benefit. It does not matter the house is furnished or unfurnished, or that the accommodation is 

with or without board, power or water. The benefit is the market open rent reduced by any rent which 

the employee pays to the employer. No benefit arises if an employee pays rent to the employer which 

is equal to or is above the open market rent. The open market rent can be implied from the market or 

can be obtained from reputable accommodation agents. For rural houses, houses situated at a farm or 

mine the practice is to use the value to the employee. This value should be agreed with ZIMRA to 

reduce any possible conflict/. Where the employer also pays utility bills on behalf of the employee, 

this constitutes a further benefit to the employee. However, overnight accommodation on business trip 

is not taxed. 

 

Holiday or temporary Accommodation 

 

Holiday or temporary accommodation provided by employer to an employee or director also gives 

rise to a taxable benefit at an open market rate.  

 

Accommodation on employer business 

 

An employee can be accommodated at employer’s premises for example a caretaker, a pastor etc. In 

practice ZIMRA does not accept that this is for the benefit of the employer and you can only be 

served from tax as if this has been approved by ZIMRA. However see the UK case Reed v Cattermole 

1937 1 KB 613, in which it was ruled that the occupation of house closer to the church by the minister 

because he was required to do so would not constitute a taxable benefit.  

 

Accommodation away from home 

 

Where employees are living away from home by reason of work e.g. road maintenance workers, tobacco 

or cotton buyers and are offered temporary accommodation or living away from home allowances 

(LAFHA) there is a taxable to the employees.  

  

Communication benefits  

 

Company cellphone 

 

Where an employer gives an employee a cellphone or similar gadget to use only during the period of 

the employment contract, there is no taxable benefit even if the employee also receives or makes 

personal calls on the cellphone. 

 

Airtime or data use 

 

Airtime or data paid to staff for private usage constitute a taxable benefit to the employee, but excluding 

that portion of data or airtime expended on employer’s business. The business usage of the airtime or 

data should be proved or justified. This implies that the employer should have a system in place for 

accounting or analysing the usage of the airtime between business and private usages. In the absence of 

such analysis in practice ZIMRA may deem the whole usage as fully taxable to the employee.  

 

Other fringe benefits 

 

Entertainment 

 

Entertainment allowance in money or in kind given to an employee by an employer constitutes a taxable 

benefit to the employee, unless the benefit has been expended on the business of the employer. 

Entertainment is expended on business of employer when expended on or enjoyed with business clients.   
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The Act does not adequately define the word “entertainment.” The Oxford English Dictionary defines 

entertainment as “the action of providing or being provided with amusement or enjoyment.” In Rev v 

Hathorn & Others 1948 (4) SA 162, 15 SATC 456 at 461 the court pointed out that “entertainment is 

capable of comprehending a banquet, a meal, or indeed refreshments of any kind and hospitable 

provisions generally.”  So entertainment means hospitality or amusement of any form includes a banquet, 

a meal, refreshments of any kind and hospitable provisions generally.  Meals (including canteen meals), 

refreshments, DSTV payments, gym club subscriptions etc incurred by the company on behalf of the 

staff constitutes taxable benefits to the beneficial employees. 

 

Canteen meals or refreshments  

 

Meals, refreshments or vouchers entitling an employee to a meal or refreshment provided by an 

employer at a subsidized price or for free give rise to a taxable benefit. What should be accrued through 

the payroll is the cost incurred by the employer in preparing or securing the meal, reduced by whatever 

the employee may be required to pay for the meal. In practice, there is no taxable benefit when an 

employee is required to work extended working hours or travelled out of time on employer’s business. 

  

Concessionary loans  

 

Where an employer or associated employer grants an employee a loan or credit a taxable benefit arises if 

the interest rate so charged to the employee is below the London interbank offer rate (LIBOR) plus 5%. 

Interest on some loans like those granted for the purpose of the education or technical training or medical 

treatment of an employee, spouse or child is tax exempt. Administratively, loans of small value (not 

more than $100) are also excluded. Loans negotiated by an employer with third parties like banks and the 

loan is offered at discounted rates to the employee do not give rise to a taxable benefit to the employee.  

But loans obtained from associated employers (sister companies- parent, associate or subsidiary 

companies) below Libor plus 5% constitutes taxable benefit. 

 

Paying employee’s debts 

  

When an employer pays debts or reimburses any expense incurred by an employee in acquiring a loan 

from a third party a taxable benefit accrues to the employee. The benefit to the employee is the actual 

amount so paid or discharged.   

 

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

 

 Benefits are frequently omitted from payroll. Such omission is disastrous. In the event that this is 

picked by ZIMRA, tax plus 100% penalty and interest of 10% will payable by the employer. 

Meanwhile, the employer is empowered in terms of para 12 of the 13Th Schedule to the Income Tax 

Act (Chapter 23:06) to recover the principal tax from the employee, but not penalty and interest   

 Managing fringe benefit requires that an employer should have in place a fringe benefit policy which 

requires approval by ZIMRA.  

 Records should be maintained for purposes of proving to ZIMRA e.g records on allocation of fuel 

between private and business usage. Absent of records ZIMRA may allocate all the fuel private 

usage of the employee.  

 

4.2 Announcements 

 
Nothing to report on   
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