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1. About us 

 
1.1. Introduction 
 
 

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

we announce our upcoming events a synthesized explanation of taxation of Associations. This MTU 

is packed with proper ways of managing tax compliance within your organisations and also how to 

cope up with the tax liability burden. 

 

The MTU also contains an analysis of the new and existence 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’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. 

• Recognize pitfalls many professionals fall into. 

• 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 website 

To our valued client, we are encouraging you to visit our website www.taxmatrix.co.zw. On this site 

you will be able to view important tax information which you can use in managing your tax affairs 

and assist you in tax planning.  

What is on our website?  

 our previous and current Monthly Tax Updates (MTUs)  

 regular newsletters  

 dates and venue for seminars/workshop 

 local, regional and international tax news 

More importantly our regular newsletters feature current tax news updates, local and international tax 

news that may directly or indirectly affect your business operations.  

1.3.2 Tax Matrix Upcoming Seminars 

In line with our objective of ensuring that you our 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 seminars for the month of 

June 2016  to be held in Gweru and Bulawayo.  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  Bulawayo Gweru  

Topic  

 

 

Seminar Details VAT Seminar VAT Seminar 

Date 15 June 2016 14 June 2016 

Venue Holiday Inn The Village  

Time  0830hours 0830hours 

Investment  $ 100 $100 

 
Bookings  
For details and bookings contact Roseline on: Telephone + 263 (04) 741334/740222 

+263 (0) 775 911383 or 0775 911 538  

 

 

 

 

 

 

 

 

 

 

http://www.taxmatrix.co.zw/
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1.3.3 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) 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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2. Legislation 
 

2.1    Acts 

 
Nothing to report on 

 

2.2    Statutory Instruments 

 
2.2.1 Duty rebate extended to Approved dealers of SKD 
 

Background  

 

In order to resuscitate the manufacturing sector (electronical industry) and create employment within 

the country, the Minister of Finance and Economic Development, Mr. Patrick Chinamasa suspended 

import duty on Semi Knocked Down products. Products that qualify for this duty suspension are 

semi-Knocked Down (SKD) Televisions, SKD Refrigerators and SKD Freezers. A Semi-Knocked 

Down product is a generic term for products that are bought in parts and then assembled once 

imported. The above SKD products are those products which are imported entirely for completion of 

the process of manufacturing of refrigerators and freezers and televisions 

 

The law 

 

The law on SKD provides as follows: 

“IT is hereby notified that the Minister of Finance and Economic Development has, in terms of section 

235 as read with section 120 of the Customs and Excise Act (Chapter 23:02) made the following 

regulations; 

1. These regulations may be cited as the Customs and Excise (Suspension) (Amendment) Regulations, 

2016 (No.144) 

2. The Customs and Excise (Suspension) Regulations, 2003, published in Statutory Instrument 257 of 

2003 are by the insertion after section 9T of the following section – 

 

“9U the suspension of duty on semi-Knocked Down (SKD) Televisions, SKD Refrigerators and SKD 

Freezers imported by approved importers” 

 

The law effected from 1 January, 2016.  

 

Interpretation of the instrument 

 

The suspension of the duty applies to approved importers of the assemblers of SKD televisions, SKD 

refrigerators and SKD freezers who are registered by the Commissioner. Approval is subject to having 

a valid tax clearance certificate. Further, the Commissioner may not grant a suspension of duty when 

the tax clearance is no longer valid. Whenever seeking for a duty suspension, an importer should 

make a declaration indicating the quantity of the goods being imported and also indicating the 

importer’s name as approved and registered by ZIMRA.  

 

You are entitled to enter the goods for home consumption at any port of entry of your choice. You are 

further required to make a declaration to the effect that SKD are to be used for processing purposes at 

(the approved importer’) place of business.  

 

You are not allowed to dispose of the goods that you imported without paying duty unless you obtain 

a written authority of the Commissioner or you paid the suspended duty. The Commissioner may 

however authorize the disposal of the goods on payment of such duty, not exceeding the amount of 

duty suspended, as he or she thinks fit, in his or her opinion, goods cannot be economically used for 
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the purpose for which it was entered under suspension. Duty will remain suspended in respect of 

accidentally damaged goods if reasonable effort was made to prevent such damage. 

The following table represents the products and its tariff code under the suspension of import duty. 

 

 

Tariff Code Product 

8418.1000, SKD refrigerators and SKD freezers 

8418.2100 SKD refrigerators and SKD freezers 

8418.2900 SKD refrigerators and SKD freezers 

8413.3000 SKD refrigerators and SKD freezers 

8418.4000 SKD refrigerators and SKD freezers 

8418.5000 SKD refrigerators and SKD freezers 

8528.7100 SKD televisions 

8528.7200 SKD televisions 

8528.7300 SKD televisions 

 

Effective rate of duty 

 

Subject to these regulations the approved importer shall import the SKD television or SKD 

refrigerator or SKD freezer at a rate of duty of 25% ad valorem. Meaning when duty has not been 

suspended the rate applicable is 25%. 

 

What is the implication to your business practice? 

 

This suspension of duty becomes a cost advantage to the importers as cost of importation is reduced 

through importing the products on duty free basis. However this means loss of revenue to the 

government in the short run as the products are no longer paying tax in form of import duty. In the 

long run ZIMRA will benefit from corporate tax which will be deducted from the SKD business. 

The SKD concept offers additional benefits besides the significant duty advantage. Your product will 

be finalized in your country (Zimbabwe) which allows you to sell your product to neighboring 

countries at a profit. This also boosts exports of the nation. 

 

The government’s move to suspend the importation duty of SKD products promotes business 

development within this category. It means those who were finding it difficult to import because of high 

duty costs are in a position to do so. This promotes economic development as well since more industry 

would be revived and create new employment opportunities. 

 

Suspension of duty is also in line with the national policy (the 10 point plan) which is part of value 

addition. Through value addition the country benefits from taxable revenues.  
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2.2.2 Global Fund gets VAT refund    
 
Back ground 

 

Global fund is an international financing organization that aims to attract and disburse additional 

resources to prevent and treat HIV/ AIDS, tuberculosis and malaria especially in developing 

countries. It is a donation in nature. It is also responsible for assessing organizational performance, 

overall risk management, partner engagement, resource mobilization and advocacy. The Board 

includes members from donor and implementer governments, non-governmental organizations, the 

private sector, private foundations and affected communities.  

 

The law 

 

Minister of Finance and Economic Development has, in terms of section 78 of the Value Added Tax 

Act (Chapter 23: 12) made regulations whose intended objectives is to exempt Global Fund from 

being charged VAT on its purchases of goods or services. These regulations are deemed to have come 

into effect from 1 January, 2015 

 

 Broadly, the Global Fund or its agent shall in terms of 45A of the VAT Act (Chapter 23:12) be 

entitled to a refund of VAT on any goods or services purchased by it or its agent. Further 

requirements for successful claim of the refund are that the responsible officer of the Global Fund or 

its agent should make an application in writing to the Commissioner. The Ministry of Health and 

Child Care certifies in each application that such goods and services were purchased using funds 

provided by the Global Fund solely for the fight of AIDS, Tuberculosis and Malaria and that the 

goods or services will not otherwise be disposed of without the prior approval of the Commissioner 

and the payment of the appropriate tax. The Ministry of Health and Child Care may be requested to 

provide such other information relating to such goods or services as may be specified by the 

Commissioner. 

 

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

The relief is welcome because it ensures that the government objective of meeting social and 

economic goals is being addressed through combating the deadly diseases. Note that VAT is charged 

on broad based supply. Meaning that each time one purchases goods or services VAT is chargeable if 

the goods or services are those subject to VAT at 15%. Registered operators will then be entitled to 

refund of input tax chargeable. Yet a supply by any association not for gain of any donated goods or 

services or any other goods made or manufactured by such association if at least 80% of the value of 

the materials used in making or manufacturing such other goods consists of donated goods is VAT 

exempt (s 11(b) of the VAT Act). This means that Global Fund would not be able to claim input tax 

on its purchases. The only way to obtain its input is through a refund mechanism hence the enactment 

of this piece of legislation. Otherwise this could have made the goods expensive and beyond the reach 

of the intended recipients. Th refund will make the goods inexpensive and enable the government 

fight off deadly diseases. Another relief obtained by the Global Fund is customs duty/ import duty 

rebate. 
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3 Court cases & Appeals 
 

3.1  Court cases  
 

3.1.1 Elite schools taken to the cleaners by ZIMRA  
 

Case Six Private Schools Vs. the Commissioner General of ZIMRA (HH314-16) 

Summary  Six private schools enrolled children of staff members (teachers) who did not pay 

same amount of school fees as other non-staff children. 

 The schools charged between 20% and 25% of the full fees and no taxes were 

paid on the difference of the school fees. 

 ZIMRA contended that the deduction of the fees has a benefit in terms of section 

8 (1) (f) of the Income Tax Act [Chapter 23:06]  

 The schools disputed that position citing that prior to 21 December 2012 all the 

schools were non-profit making organisations whose anticipated costs of 

providing education were derived solely from prospective school fees income. 

 ZIMRA contended that these benefits unraveled during the payroll audit should 

have been included in the gross income in terms of s 8 (1) (f) of the 1ncome Tax 

Act. 

 ZIMRA rejected the method used by the schools in calculating employees’ gross 

incomes on the basis that the method did not have any legal instrument but was 

biased towards the schools. 

 ZIMRA added back the waived amount to the gross income of the staff members 

for purposes of computing PAYE. 

 This dispute resulted in amendment of Act no 6 of 2012 which came into force on 

1 January 2013 with para (f) of s 8 (1) amended by inserting new sub para (vi) to 

specify school fees benefit as 50% of the schools paid by other children at the 

school and the full amount on every child of the staff member who cause the 

benefit children to exceed 3 of the staff member. 

 

Jurisdiction High Court of Zimbabwe Harare 24 February 2015 – 20 May 2016 

Decision • That the waived amount was a benefit since it was linked to employment of their 

labour. 

• That each employee whose children were educated at either a lesser cost than 

charged to other parents received an advantage or benefits which is subject to the 

deduction of pay as you earn by each school. 

• That though the benefit was not previously incorporated in s 8 (1) (f) before the 

2012 amendment, it does not mean that the benefit was not taxable. The benefit 

was at that time included in the tax net by the provisions of s 8 (1) (b) of the 

Income Tax Act. 

• That the benefit received by each employee made on behalf of his / her employer 

must be taxed in the hands of that employer. 

• That the assessments raised by the respondent in respect of the employee parents 

of the 77 children enrolled at the other school was set aside. 

• Each party shall bear its own costs 

 

 

What was the issue? 

 

 Whether each employee parent whose children are educated at any of these schools at a lesser 

school fees than charged to other non-employee parents received a benefit subject to this 
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deduction of fees or not. 

 If so, whether the computation of the value of such a benefit is equivalent to the waived 

amount 

 Whether ZIMRA was correct to add back the waived amount into gross income and 

assess PAYE on the aggregate 

What were the facts? 

 

 Six schools comprised of (AS School, CSS School, SET College, GST School, SC College and 

CB School) operated private senior schools in Zimbabwe, whilst CSS SET and GST also 

operated primary schools. Schools were operated through trust deeds.  

 The schools enrolled employees’ children and allowed them to pay between 20% and 

25% of the normal school fees. 

 The schools categorized their costs as falling into fixed costs and variable and in computing 

the benefit they did not take into account the fixed costs on the basis that these were not 

affected by the number of pupils enrolled. They computed the benefit as equal to the variable 

costs of the school divided by the total number of pupils  

 The costs that were termed fixed costs included repairs and maintenance to the buildings etc, 

teachers’ salaries 

 Variable costs included stationery, books, travelling costs and food for boarders  

 Assessments were raised and issued against the schools in terms of paragraph 10 of the13th 

Schedule of the Income Tax Act of taxes applicable on the school benefit. 

 On 12 October 2011 the Association to which the school affiliated to wrote a letter to the 

Commissioner seeking guidance on the correct tax treatment of the school fees benefit. 

 The response was based on s 8 (1) (f) of the 1TA which indicated that the discounted fees 

was a taxable benefit.  

 Schools’ audit revealed that the school categorized their running expenses into non-

variable and variable costs on the basis of their respective accounting policies which 

gave rise to the burden of funding non-variable costs on full fee paying students. 

 The schools used different accounting policies for computations of gross incomes which were 

biased in favour of the schools and did not have legal support. 

 Employees of two of the schools had children enrolled at the other school at which  

concessionary rates were offered by the other school.  

 ZIMRA in computing the benefit of employees whose children were learning at 

the other school used the rate (cost/benefit) used by the employees school i.e. 

where the employee is working instead of where the children are learning.  

 In supporting its position, the school cited the English case of Pepper v Hart & Others STC 898; 

[1992] 3 WLR 1032 [1993] 1 ALL ER 42, in which the court applied the variable cost approach. 

The case was dismissed by the Commissioner. 

 The ZIMRA’s imposed tax liability on the employer arises from the failure of the employer to 

deduct PAYE on the gross income of the subsidised employee parents as prescribed by para 

(3) (1) of the 13 Schedule of the Income Tax Act. 

 

What were the arguments? 

 

The Taxpayer 

 

 That the benefit which staff members received was the placing of their children in a few 

places at the school. 

 That the waived amount did not constitute the use or enjoyment of any other property whatsoever, 

corporeal or incorporeal, whether of the same kind as board, occupation of quarters or of 

residence or use of furniture or a motor vehicle  

 That regarding the case of 77 children learning at different schools from where their 

parents were working, the contract between the parent and school where the child was 
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educated was not based on an employer -employee relationship between the school 

and the parent. It was simply a discount offered by the enrolling school to some of its 

employees that could not invoke any tax liability for the concerned school. 

 That the benefit enjoyed by the employee parents did not arise from their employment 

relationship with the school and should not be taxed.  

 That ZIMRA wrongly valued the benefits in kind received by the employees.  

 That all the schools were non-profit making organisations whose mandate was to provide 

education   

 That they modelled their accounting policy with reference to  case of Pepper (Inspector of 

Taxes) v Hart [1993] AC 593. 

 

The Commissioner General 

 

 That the difference between the amount of the fees paid by the employee parents to the schools 

and the full fees payable at the school was a benefit in terms of section 8 (1) (f) of the Income Tax 

Act [Chapter 23:06] enjoyed by the employee parents arising from their employment relationship 

with the schools.  

 That these benefits revealed during payroll audit should have been included in the gross income in 

terms of s 8 (1) (f) of the 1ncome Tax Act. 

 That the cost of the benefit to the schools in respect of each benefiting child was similar to the 

costs of every other pupil at the school therefore it was necessary to tax the schools on the basis of 

the benefit which was claimed to be equivalent to the waived amount.  

 That the schools were supposed to withhold tax from the incomes of the concerned employee 

parents. 

 That the case of [Pepper (Inspector of Taxes) v Hart [1993] AC 593] put forward by the schools 

was irrelevant to the present appeal. 

 That the application was not properly before the court. 

 

What was the legislation or Judicial precedents considered? 

  

Legislation Considered 

 

Income Tax Act [Chapter 23:06] s 8(f) (i) 

 

Section 8 (1) (f) of the Income Tax Act as applicable in 2009 and 2010 read as follows: 

 

8 (1) for the purposes of this Part: 

"gross income" means the total amount received by or accrued to or in favour of a person or deemed 

to have been received by or to have accrued to or in favour of a person in any year of assessment 

from a source within or deemed to be within Zimbabwe excluding any amount (not being an amount 

included in "gross income" by virtue of any of the following paragraphs of this definition) so received 

or accrued which is proved by the taxpayer to be of a capital nature and, without derogation from the 

generality of the foregoing, includes:- 

(a) 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: 

For the purposes of this paragraph:— 

I. "advantage or benefit":— 

(a) means- 

(i) board; or 

(ii) the occupation of quarters or of a residence; or 

(iii) the use of furniture or of a motor vehicle; or 

(iv) the use or enjoyment of any other property whatsoever, corporeal or incorporeal, 

including a loan, whether of the same kind as that referred to in subparagraph (i), (ii) 
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or (iii) or not, which is not an amount referred to in paragraph (a), (b) or (c) of the 

definition of "gross income" in this subsection; or 

(v) an allowance; 

 

(b) granted to an employee, his spouse or child by or on behalf of his employer in 

so far as it is not consumed, occupied, used or enjoyed, as the case may be, for the 

purpose of the business transactions of the employer and in so far as an amount is not 

paid by the employee, his spouse or child in respect of its grant; and “employee" 

includes a person who is a director of a company, agent or servant or is otherwise 

gainfully occupied and "employer", in relation to such person shall be construed 

accordingly; 

II. the value of the grant of an advantage or benefit, other than a payment by way of an 

allowance shall be determined:— 

a) in the case of the occupation or use of quarters, residence or furniture, by reference 

to its value to the employee; and 

b) in the case of any other advantage or benefit, by reference to the cost to the 

employer” 

 

Education Act [Chapter 25:04] 

 

It was a common cause that Act no 6 of 2012 which came into force on 1 January 2013 

amended para (f) of s 8 (1) of the ITA to specifically incorporate the school fees benefit. A 

new sub paragraph (vi) states that:- 

"(vi) in the case of an employee whom is a member of the teaching or non-teaching staff of a 

"school" as defined in the Education Act [Chapter 25:04], the waiver of the whole or any 

portion of the amount of tuition fees, levies and boarding fees (hereinafter called a "school 

benefit") that would otherwise be payable by employee for any child of his or hers who is a 

student at that or another school" 

 

Other legislation Considered 

 

Booysen’s case 1918 AD 576 

CIR v Estate CP Crewe & Anor 1943. AD 656  

ITC. 1336 1980 43 SATC 114 

Lategan v CIR 1926 CPI 

Pepper (Inspector of Taxes) v Hart [1993] AC 593 

Sagittarian (Pvt) Ltd v Workers Committee, Sagittarian (Pvt) Ltd 2006 (1) ZLR 115 (SC) 

Standard Chartered Bank (Zimbabwe) Ltd v Zimbabwe Revenue Authority 2009 (1) ZLR 251 (S) 

Standard Chartered Bank of Zimbabwe v Zimbabwe Revenue Authority 2007 (1) ZLR 228 (H) 

Stander v CIR 59 SATC 213 

 

What is the Court`s reasoning and decision? 

 

 That the waived amount was not physically received by the employees but was deemed to 

have been received by the employees. 

 That the waved amount was a benefit since it was linked to employment of labour supplied by the 

employee parent. 

 That the waived amount was a taxable benefit although the schools are arguing that the 

waived amount acted as a supplement to the low earning employee.  

 That the legislature deliberately broke down the definition of gross income into two parts in 

order to stretch its meaning by way of in-exhaustive examples.  

 That the case [Lategan case] referred to by the schools’ definition of the word "amount" 

was limited to money only this was not how it was defined in the ITA in force at that time.  

 That the benefits cited by the schools as a “right” that had an ascertainable money value 
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equivalent to the waived amount therefore it constituted income. 

 That the waived amount was between 75% and 80% of the normal school fees therefore had an 

ascertainable monetary value. 

 That the liability of an employer arises from its failure to deduct  PAYE from the gross 

income of the subsidised employee parents as prescribed by para (3) (1) of the 13 

Schedule of the Income Tax Act.  

 That Act no 6 of 2012 which came into force on 1 January 2013 amended para (f) of s 8 

(1) of the Income Tax Act to specifically incorporate the school fees benefit.  

 That though the benefit was not previously incorporated in s 8 (1) (f) before the 2012 amendment 

does not prove the benefit was not taxable.  The benefit was at that time also caught in the tax net 

by the provisions of s 8 (1) (b) of the Income Tax Act. 

 That each school maintains classrooms, grounds, desks and chairs, equipment and vehicles. These 

constitute corporeal property availed for the use and enjoyment of each student at each specific 

school hence these are covered in the definition of an advantage or benefit 

 That each employee whose children were educated at either a lesser cost than charged to other 

parents received an advantage or benefit as defined in s 8 (1) (f) of the ITA which is subject to the 

deduction of pay as you earn by each school. 

 That the waived amounts were not consumed in the business of the employer, but were for the 

benefit of the employee. 

 That the basis for the apportionment of expenditure into non-variable and variable costs was 

subjective and lacks legal support. 

 That the basis for the apportionment of costs was simply that the schools wanted to craft their 

budgets against the backdrop of the full fee paying pupils. 

 That the schools’ accounting policies of computing the average cost per pupil was 

incorrect, i.e. the schools divided the actual amount received by the total enrolmen t, 

irrespective of the fact that some pupils had outstanding schools fees . 

 That all the beneficiaries were day scholars the calculation would of necessarily exclude all 

costs that all other day scholars are exempted from paying such as those associated with 

boarding facilities. 

 That ZIMRA was correct on adding back the waived amount to the gross income before 

assessing pay as you earn on the aggregate amount.  

 That the schools were caught by section 8 (1) (f) I (a) reads "granted to an employee, 

his spouse or child by his/her employer or on behalf of his/her employer’ . Therefore the 

benefit received by each employee was made on behalf of his / her employer, must be taxed 

in the hands of that employer. 

 That the value of the benefit   would be equivalent to the pro rata share paid by each 

student at the enrolling school in each tax year calculated by dividing the total costs 

incurred by the school by all the children enrolled at the school inclusive of all 

concessionary fee beneficiaries, less the concessionary fees paid. 

 That(regarding children learning at other school)  this was by mutual agreement 

between the schools and that the employees of the other  school were treated in the 

same way as employees of the enrolling school whose children were enrolled there at. 

Therefore the benefit to those employees would be the  concessionary school fees offered 

by the enrolling school. 

 That the benefit existed by reason of the words "granted to an employee, his spouse or 

child by or on behalf of his employer” (underlined words own emphasis) and that such 

benefit was granted to the employees by each of the schools on behalf of the other school 

(underlined words own emphasis) 

 That the value of the advantage or benefit that accrued to each employee was made on 

behalf of his or her employer, it must be taxed in the hands of that employer.  

 That ZIMRA wrongly assessed the value of the benefit in respect of these children as 

equivalent to the amount waived by each employee parent's employer. It should have 

assessed the benefit on the amount waived by the school at which these children 

attended. 
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 That s 8 (1)(f) applies to these employees in that they received the value of the 

advantage or benefit by virtue of their employment not with the enrolling school whose 

property their children enjoyed but with the schools who executed these mutual agreements 

for these employees' benefit.  

 That liability against the two schools is derived from the main charging provision of s 8 

(1) of the Act and that the amount that accrued to or was received by or was in favour 

of each employee of the schools was equivalent to the difference between the amounts 

paid by the full paying students and those paid by each of the 77 children at the sc hool 

each was enrolled.  

 That by virtue of the agreement executed between the two schools, which initiated the 

benefit, the benefit is known and is payable by the employee and each employee's pay 

as you earn is administered by his own employer, the outstanding pay as you earn in 

question should for convenience and ease of administration be assessed in the hands of 

his or her employer.  

 That ZIMRA correctly found the employee parents of these 77 children liable for pay as 

you earn, he erroneously assessed it on the amount waived by each parent's own employer. 

 That the claims made by the ZIMRA were not unreasonable nor the grounds of appeal 

frivolous. As such this does not warrant compensation of costs to the affected schools.  

 

Court Decision  

 

 That the inclusion of the waived amounts brought into the gross income of each employee parent 

who participated in the concessionary scheme offered by each school in 2009 and 2010 tax years 

has been dismissed. 

 That the assessments raised by the Commissioner in respect of the employee parents of the 77 

children enrolled at the other school was set aside. 

 That ZIMRA shall include in the gross income of each such employee parent the amount waived 

by the schools at which the children were enrolled and then re-assess the appropriate pay as you 

earn liability. 

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

 

 Subsequently  the school benefit  was amended to be the waiver of the whole or any portion of 

the amount of tuition fees, levies and boarding fees that would otherwise be payable by 

employees for any child of his/her who is a student at that or another school. The benefit is 

subject to an exemption of 50% of the school benefit applicable to the employee parent’s first 3 

children (refer to para 8 (3) of the 3rd Schedule to the ITA). The provision applies to both 

members of the teaching or non-teaching staff of a “school” as defined in the Education Act 

[Chapter 25:04], 

 As long as an employee is served by an employer or employer’s associate from taking anything 

out of his/her pocket he/she is deemed to have received a taxable benefit unless it is specifically 

exempt by the 3rd schedule to the ITA. This is true as long as the amount is expressible into 

ascertainable monetary value and this is captured into gross income by s 8 (1) (b) of the ITA 

which is the authority for taxing employment income. Section 8(1) (f) of the ITA is only there for 

purposes of establishing the value of the benefit.   

 Section 8 (1) (f) (II) of the Income Tax Act is clear that “the value of the grant of an advantage or 

benefit, other than a payment by way of an allowance, should be determined as either by reference to 

the value to the employee in the case of the occupation or use of quarters, residence or furniture or by 

reference to the cost to the employer for all other benefits. 

 The term “cost” means what the employer suffered or paid in order to give the benefit to the 

employee. This can be considered vis-a-vis the source of the benefit, which can either be external or 

internal. An external benefit is one which is not related to the business carried on by the employer and an 

internal benefit is benefit which is related to what the employer provides internally e.g an employee is 

given a discount of goods that the company manufactures or produces. The school benefit under 

dps://2504/
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consideration represent an internal benefit and in such a case the cost of the benefit to the employee is 

the cost of production of the goods to the employer i.e. cost of running the school. 

 The reasoning applied of using marginal cost borrowed from Pepper case applied in the English 

jurisdiction made commercial sense but lacked support regarding whether the reason for giving 

the employee parents’ children places was because there was spare capacity.    

 One of the major important business issues emanating from this case is the need for use of 

approved or substantiated accounting policies which can be validated by the general practice and 

legally supported.  

 When seeking to apply a method that has been applied in other jurisdiction or an option that is not 

specifically provided for in the Act it is important to seek an advanced ruling from ZIMRA in 

order to avoid a conflict with the Authority that could result in penalties and interests. An 

advanced ruling is sanctioned by section 34D of the Revenue Authority Act (Chapter 23:11). It is 

“a written statement in the form of a binding general ruling, binding private ruling and binding 

class ruling issued by the Commissioner-General regarding the interpretation or application of 

the relevant Act”. 

 ZIMRA also made the mistake of using the wrong value for purposes of computing the benefit 

applicable to the children learning at the other. It should have been known to ZIMRA that a 

benefit is what the employee is served from taking out of his/her pocket which in this case was the 

schools fees payable at the other school 

 Business organisation need to consider cases that are relevant so as to support their views. As 

from the case the court dismissed some of the case referenced by the schools on the grounds that 

they were irrelevant. English cases do not appear to be used in Zimbabwe, unless they are the 

only ones applicable in the circumstances. Our laws are framed differently, but the South African 

cases are widely applied.  

 When seeking for clarity on tax related matters, the taxpayer needs to consult the relevant Act and 

seek consultant’s advice. As of this case it seems the schools overlooked section 8 (1) (f) of the 

Income Tax Act or the school authority was unable to interpret the law.  

 The tax system always changes from time to time therefore it is prudent for the taxpayers to keep 

themselves abreast of changes in the tax world so that proper tax computations are adhered to by 

the organization. Tax Matrix can assist you achieving this objective 

 Where the business organisation discovers a benefit or any advantages received by employees, it 

is its duty to include the benefit converted in monetary value in the gross income of the employee. 

 

  

 

 

 

 

 

 

 

 

 



 

Page 16 of 30 
 

4 Interpretations & Announcements  
 

4.1 Tax Matrix Analysis of existing and/ or new law  
 

4.1.1 The bond notes an “export incentive” that has no tax implication  

 
Background  

 

At one point we thought we did not want to be involved as Tax Matrix, but could not resist the 

pressure coming from our clients seeking clarification on the tax treatment of bond notes incentive 

which the RBZ has promised to give to the exporters. Reading from the RBZ Exchange Control 

Circular to Authorised Dealers of 10 May 2016 we picked why our clients needed explanation. 

According to this circular, the bond notes are meant to boost exports and consequently foreign 

currency inflows increase in the country. The bond notes will be issued to export clients through their 

banks. Exporters will earn between 2.5% and 5% of the value of export proceeds as additional 

revenue. The government is of the view that incentives for exports will boast local production of 

goods therefore reducing imports which will enhance job creation in the country.  

 

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

In terms of the Income Tax Act, an export incentive grant is provided by paragraph 14 of the 3rd 

schedule which provides as for exemption from income tax: 

“14  An amount paid by the State to an exporter of goods in terms of a Scheme for the development of 

export trade, excluding the amount of any duty refunded in terms of the Customs and Excise Act 

[Chapter 23:02]”. 

Therefore export incentive grant is tax exempt.   

 

An export incentive is also a deemed supply for VAT purposes under section 7(5) of the VAT Act 

meaning that it is a taxable supply. However a taxable supply which is associated with export sales is 

currently zero rated therefore 5% of the value of export proceeds will be zero rated. It is also 

important to declare CD1s which are currency or customs declaration forms specifying the value of 

exports, commissions and freight. 

 

4.1.2 ZIMRA turning to retirement homes, clubs and professional bodies 
 

Background 

 

With the shrinking tax base and lot of companies closing businesses, the ZIMRA crackdown is 

turning to retirement homes, associations, professional member bodies, clubs, churches, schools for 

tax collection. A Harare retirement home was recently served with a huge VAT bill dating back to 1 

February 2009 and the matter is being argued in the Fiscal Appeal Court.  A similar case is being 

raised against another retirement home association in Chinhoyi; resident association in the eastern 

highlands is being requested to prove why it cannot be regarded to be in business, professional bodies 

are asked to remit VAT on membership subscriptions going back to 2009 etc.  ZIMRA is insisting 

that the owner of the retirement home is providing a supply in terms of section 2 of the VAT Act 

(Chapter 23:12) and so are member bodies and should account for output tax on monies paid for 

granting the right of use to the retirees or members. It is therefore carrying out the following actions:  

 issuing a compulsory Registered Operator's Number  

 re-opening assessments back to 2009 

 claiming 15% VAT on all subscriptions, levies collected and used to pay for all expenses as " a 

vatable supply 

dps://2302/
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 Charging 100% penalties plus interest. 

 Disallowing all input taxes because the operator has no valid tax invoices (no operator VAT 

number can be obtained before registration). 

ZIMRA alleges that associations are trading as associations separate from its members. ZIMRA is 

also raising a case for VAT on   levies and membership subscriptions of professional bodies.   

 

Definition of an association  

 

An “association not for gain”, as defined in section 2(1) of the VAT Act, is essentially a religious 

institution or other society, association or organisation (including an educational institution of a public 

character) which is not carried on for profit and is required to use any property or income solely in the 

furtherance of its aims and objects etc.  

 

Examples of nonprofit entities includes religious organisations such as churches, public charities 

(organization catering for people with disabilities), schools, colleges, private foundations, social 

welfare, service organisations, non-governmental organisations (NGOs), professional bodies etc. 

These entities perform a type of public or community benefit and their principal features are the 

absence of direct private benefit. Labour organisations such as trade unions, trade associations such as 

Chamber of Commerce, Chartered Accountant, and Social and Recreational clubs such as Burial 

Society, Country clubs also comes within the same net.  

 

The VAT Law on associations  

 

An association not for gain which meets the requirement for compulsory or voluntary registration is 

treated much like any other business that makes taxable supplies. VAT is triggered by a supply of 

goods or services in the course of or the furtherance of a trade. Activities of an association constitutes 

a trade for purposes of  VAT whether or not such activities are carried on for profit (Refer to 

definition of trade in s2 (1) of the VAT Act (Chapter 23:12)). Whereas, a supply is defined by s 2(1) 

of as including “all forms of supply, irrespective of where the supply is effected, and any derivative of 

“supply” shall be construed accordingly”. Services “means anything done or to be done, including 

the granting, assignment, cession or surrender of any right or the making available of any facility or 

advantage, but excludes the supply of goods, money or any stamp…..”. Therefore the receiving of 

membership subscriptions by a professional body for the granting of practising right to its member 

constitute a supply.  

 

However goods or services which are donated to an association not for gain are not subject to VAT in 

terms of section 11(b) of the VAT Act which exempts from VAT: 

 

“The supply by any association of any donated goods or services or any other goods made or 

manufactured by such association if at least eighty per centum of the value of the materials used in 

making or manufacturing such other goods consists of donated goods”. 

Educational services are exempt from VAT and this is in so far as the supply of the educational 

services and training made by a pre-school, primary, secondary, university or technical education, 

including the education or training of physically or mentally handicapped persons, in any institution 

which is registered under any law administered by the Ministry responsible for education or higher 

education is concerned (s 11 (g) of the VAT Act (Chapter 23:12)). The supply of goods or educational 
services not to own students or fellow students is however subject to VAT. 

Also exempt from charging VAT is the supply of any goods or services by an employee organisation 

to any of its members to the extent that the consideration for such supply consists of membership 

contributions (s 11 (i) of the VAT Act (Chapter 23:12)). 
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The following are some of the activities mainly performed by associations in raising their income, 

which must be subject to VAT: 

• Membership fees  

• Club membership fees 

• Entrance fees charged for entrance to fundraising and sports events.  

• Fees charged for the use of sports facilities such as, squash and tennis courts.  

• Charges for restaurant meals, bar facilities and any other hospitality or entertainment.  

• Tuck shop sales such as tea, coffee and other beverages and snacks.  

• Fees for hiring out facilities for meetings and other functions.  

• Charges for the provision of    commercial accommodation or office space. 

• Income from the sale of raffle tickets or fees for entry to competitions.  

• Entrance fees for theatre performances and film shows.   

 

Associations are however exempt from income tax in terms of paragraph 2(d) of the Income Tax Act 

provided they are not operated for gain and income is not distributed to members. A business case has 

to be proved for an association to be liable to income tax.  

 

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

 
Associations whose income exceeds US$60,000 in any period of 12 months are advised to register 

with ZIMRA as registered operators.  The consequences for not complying with the law are as 

follows: 

 Back dating of registration to effective date the association was required to register with ZIMRA 

as an operator and collecting output from that date  

 Penalty of up to 100% on the back dated output tax 

 Interest at the rate of 10% p.a on the back dated output tax   

 Denial of input tax incurred for absent of valid tax invoices (because they would not have the 

association’s VAT registration number)  

 ZIMRA could also charge US$30 a day for late submission of returns, up 181 days per return 

 ZIMRA could also charge US$25 a day for failing to fiscalise per sales point, up 181 days per 

sales point. This is only applicable when the association’s turnover (income) exceeds US$240,000 

in any period of 12 months   

 ZIMRA could also charge US$30 a day for late registration as an operator by the association up to 

181 days. 
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4.1.3 The New Income Tax Act not gathering dust 
 

Background 

 

In 2012 December Marvellous Tapera was the first to train in Zimbabwe on the New Income Tax Bill 

when it was introduced on 19th December 2012, whilst he was the Tax Manager with Deloitte. By that 

time most of us thought the bill was to become law by 1st of January 2014, and that it would take the 

whole year of 2013 to educate the industry on the new law. To date there is no sign of the new law 

and instead the government targeted revenue generation through enacting new rules on Transfer 

Pricing on 1 January 2014. This was followed up this year by introducing transfer pricing 

methodologies in line with international best practice. In summary the transfer pricing methods that 

should be used to adjust for related party transactions include Comparable uncontrolled Price (Cup), 

resale method, cost plus method, transactional net margin method and transactional profit split 

method. Any other method has to be approved by the Commissioner General as achieving the same 

results as the other five methods. Transfer pricing audits are expected to be big issues in 2017 when 

2016 returns are submitted- “first time adoption of the transfer pricing methodologies”.  Taxpayers 

are therefore advised not to down play transfer pricing rules.  

 

What is then the status of the new income tax? 

 

In December 2013 the President returned the bill to the Parliament without assenting it and is still on 

the Order Paper for reconsideration The Speaker announced, way back in 2013 just before the 

Honourable Minister of Finance Mr. Patrick Chinamasa presented the 2014 Budget that the President 

could not sign the bill because he had reservations regarding the following issues: 

 Taxation of insurance and pensions 

  Shift from source basis to residence basis of taxation 

  Impact of limiting allowable expenditure for business 

  Repeal of the capital gains tax and taxation of capital amounts 

  Softening of the penalty regime 

 Synchronising the new Act with the Finance Act 

 Natural Resources Taxation particularly as this relates to the mining sector, and 

 Various administrative processes and procedures that require review and development to support 

the implementation of the new Act. 

 

The Managing Director of Tax Matrix was this year in (March 2016) awarded a contract to work on 

life insurance tax legislation. Among the terms of his reference are:  

 “ Redraft and where necessary, develop new legal provisions for the taxation of insurance 

business using simplified language that taxpayers, tax administrators and tax policy advisors can 

comprehend 

 Align the redrafted legislation to the income Tax Bill” 

 

Guided by Mr Marvellous Tapera’s terms of reference on the review of insurance tax legislation we 

can confirm that the New Income Tax Bill is not gathering dust.  Meanwhile, we are also reliable 

informed that efforts are also being made to redraft the mining tax legislation.   

 

When eventually introduced, the residence tax system represents a fundamental shift from the current 

source based tax system. Individuals and entities will be taxed on their worldwide incomes and gains. 

This means that as long as one is a resident of Zimbabwe he/she will be expected to contribute to the 

fiscus notwithstanding that his/her income or gain is earned outside Zimbabwe or whether or not 

he/she is currently living in Zimbabwe.    

 

 

 

 



 

Page 20 of 30 
 

4.1.4 Beware ZIMRA is “blowing very hot” these days     
 

Background 

 

Starting a business and keeping it afloat is becoming extremely difficult in the current business 

environment. It’s like an elephant going through the hole of a needle. Besides the falling demand and 

non-paying customers what is more difficult is keeping ZIMRA at bay. It is a bug you can hardly keep 

off your back and is the biggest operational risk to all businesses. Forget about the cat and mouse 

game between Harare City Council and the Commuter Omnibuses “Mushikashika”, ZIMRA is very 

serious about revenue collection these days. It is threatening to weed out all non-compliant taxpayers 

and it’s extremely difficult to survive a ZIMRA blitz. The message is clearly written all over the wall 

“comply or you are out of business”. It’s like the lonely voice of John crying out there in the 

wilderness please comply with the tax laws to avoid being switched off because Zimbabwe Revenue 

Authority has recently intensified its tax audits and investigations to ensure it raises tax revenue for 

the struggling government. Forget it they are not here to serve you but to serve the government. You 

are encouraged to be up to date with your tax affairs in order to avoid being switched off. Kindly seek 

tax advice on how you can keep ZIMRA at bay, enter payment plans and keep the account active if 

not ZIMRA can garnish your account. Managing cash collection also in order to manage your account 

with ZIMRA and you may wish to reduce collection period from debtors, collect deposits or even 

insist on cash sales. ZIMRA missed its Q1 target by US$137 million and stern measures are expected 

in the Q2.   

 

Current ZIMRA revenue collection strategies 

 

Currently ZIMRA is resorting to the following as part of its revenue collection strategies:    

 

 A demand of 100% penalty and 10% interest on all outstanding taxes 

 Demand of US$30 a day for 181 days on all outstanding tax returns 

 Penalising and discrepancies (balances) between turnover on VAT return and that contained in the 

financial statements  

 Penalising discrepancies between staff cost contained in ITF16 versus that contained in the 

financial statements  

 30% up front deposit on outstanding tax balances and settle the balance over a limited period 

 Looking for loops within the law for purposes of raising taxes  

 Letters of demand on every account with a debt balance plus penalties and interest  

 Interest update on all outstanding ledger balances including on “penalties” 

 Conducting of special projects including lifestyle audits and penalising anomalies 

 Committee introduced to deal with objections and appeals to ensure outcomes of objection or 

appeals are in favour of the Zimbabwe Revenue Authority 

 Denying tax clearances on every account with a debt balance 

 Linking tax incentives e.g duty rebate or import incentives to a tax clearance 

 Garnishing of accounts   

 Clear message from the Minister not to grow the current tax debt  

 

The ZIMRA board chair commenting on the strategies for the next Q2 to enhance revenue collection 

stated ZIMRA is expected to complete the fiscalisation process it started in 2010, which involves 

linking old fiscal gadgets to the new and versatile Tax Management System (TMS). “This is a smart 

system which collects an incredible variety of information about transactions and taxpayers. “Already, 

the system has revealed some interesting insights about taxpayers, including gross understatement in 

the returns to ZIMRA. The system has also revealed a lot of businesses that have hitherto been 

operating outside the tax net,” she said. The automation process is expected to enable ZIMRA to meet 

its 2016 targets by third and fourth quarter at the latest.  

What is the Impact of the decision on your business or practice?  
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Managing tax compliance should be a priority to avoid liquidation. The Zimbabwe Revenue Authority 

is looking for a slightest mistake to punishment an errant taxpayer as it seeks to mobilise revenue for 

the State. Penalty regimes taxes (withholding tax on contracts, penalties and interest) are matching $1 

for $1 with the normal tax heads- if not more. This shows a symptom of a failed stated and revenue 

authority whose objective is meant to punish taxpayers and not to educate them. Organisations are 

advised to put in place internal controls to ensure completeness and proper accounting of all taxes to 

ZIMRA.  

 

Note that you should analyse your statement of account because we noticed that ZIMRA is charging 

interest on balance inclusive of penalty. Section 39 of the VAT Act (Chapter 23:12) does not seem to 

provide for the charging of interest on penalty. No penalty is charged on late paid QPD. With regard 

to interest on penalty applicable to PAYE the following statement is relevant:  

“ If a defaulting employer referred to in subparagraph (1)(b) does not pay the penalty in full on the 

date on which the default has ceased, interest, calculated at a rate to be fixed by the Minister by 

statutory instrument, shall be payable on so much of the penalty as remains unpaid by the employer 

during the period beginning on the date the default has ceased and ending on the date the penalty is 

paid in full, and such interest shall be recoverable by the Commissioner by action in any court of 

competent jurisdiction ( paragraph 11 (4) of the 13th Schedule to the Income Tax Act). 

A similar provision applies to various withholding taxes. Tax Matrix interprets this provision to mean 

that interest would apply on penalty once the defaulted has been communicated to the taxpayer not for 
ZIMRA to unilateral impose interest on penalty.   
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4.1.5 Back to the basics in an effort to help you shrug off ZIMRA     
 

Background 

 

Talking to us at Tax Matrix we will tell you that there are several benefits of tax compliance and that 

a lawyer is as good as your case. There is no point in closing the barn when the horse is already out 

but what you should be doing is to put measures in place to avoid the horse going out. However, in 

the unfortunate event that you are involved in a tax dispute with ZIMRA, like Liverpool you should 

not be walking alone. In this article we refresh your memory on the basic tax compliance issues, i.e. 

on what you should be doing under the PAYE, VAT, Withholding and Income Tax to minimise 

ZIMRA penalties. We understand we could be preaching to the converted, but if this was the case the 

clergyman would not be preaching about repentance every Saturday or Sunday, would the police be 

mounting a road block every day on the same spot over and over again. If you are okay we are doing 

it for new entrants into the business and those requiring refresher courses. 

 

PAYE Matters 

 

Registration 

An employer is required by law to register with ZIMRA within 14 days of becoming an employer. A 

non-resident employer should appoint a resident representative to secure registration and administer 

PAYE. Additionally, you should notify ZIMRA if you changed your business address or cease to 

operate. This process has to be done within 14 days of such event. For failing to register when 

required to do so, ZIMRA may backdate your registration to the date you become liable to register. It 

means you will be required to pay PAYE which you were supposed to pay since that date and an 

additional of 100% penalty plus 10% interest per annum on such outstanding taxes. Tax Matrix can 

assist you with tax registration in order to avoid such penalties and interests. A group (parent 

company, subsidiary, branch or partnership) can opt to have one employer number (Para 1 (1) of the 

13th schedule to the Income Tax Act). 

 

PAYE deductions 

Employees' tax has two components which are PAYE (pay as you earn) and AIDS levy (charged on 

the PAYE amount) of 3% PAYE. You are obliged to deduct employees’ tax from remuneration of 

every employee that exceeds US$300 per month. The amount of PAYE tax deducted is calculated in 

accordance with prescribed tables which you can get from ZIMRA website. Make sure you remit 

PAYE to ZIMRA by the 10th of every month after month of pay. Penalty and interest at 100% and 

10% p.a, respectively are chargeable on late paid PAYE. Do not omit benefits from the payroll and 

the most common ones which ZIMRA often audits include right of use of company cars, airtime 

usage, canteen or lunch, loans, accommodation etc. For more detail refers to our March 2016 MTU.  

 

Return  

At year end you will have to prepare a return showing the total gross earns (salary, wages, and 

benefits), deductions, credits and PAYE of each employee for the whole year. This is return is known 

as an IFT 16 and should be filed to ZIMRA on or before the 30th of January following 31 December 

of the preceding year. The return has to be arcuate and must reconcile to staff costs (excluding 

employer’s contributions to medical societies, NSSA and pension funds etc) as shown in the income 

statement  A late return attracts US$30 a day for a maximum of 181 days (see s35 of the Revenue 

Authority Act (Chapter 23:11)). Tax Matrix can assist with preparation of your return and filling it or 

to review it to ensure you have not made mistake which could result in you being punished. Note that 

a return that cannot be reconciled to the income statement may prompt ZIMRA audit and penalties if 

there were omissions of some items of employees’ earnings.  
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Local withholding tax matters 

 

Another area of concern is the deduction of withholding tax to payments made to private contractors 

and individuals who are not your employees without valid tax clearances. Many of you make a pitfall 

of making payments to your regular suppliers without requesting for a valid tax clearance certificate. 

Do not assume that the person whom payment is made has a tax clearance; you need to request it and 

keep it on file for purposes of ZIMRA audit. Whilst, the law requires that you to deduct the tax on 

payments aggregating US$1,000 or more per annum, at Tax Matrix we recommend that deduction 

should be on every payment notwithstanding its less than US$1,000 to avoid errors of failing to 

monitor accumulation. The deducted tax should be remitted to ZIMRA by the 10th of the following 

month. Meanwhile, 100% penalty and 10% interest p.a apply when no deduction is made or the 

deducted amount is paid late to ZIMRA. All the copies of tax clearance must be kept for 6 years for 

purposes of ZIMRA audits.  You are not required to deduct withholding tax on payments to 

employees, on delictual clams, ZIMRA taxes, bank interest and dividends. Farmers selling their 

produces are exempt from withholding tax and you should make sure that the supplier is a genuine 

farmer by obtaining the farmer’s offer letter or farm documents. A tax clearance is not required for 

utilities such water bills and electricity. 

 

Meanwhile, withholding tax and the PAYE remittances for the month of May 2016 are due on or 

before the 10th of June 2016. Do not delay payments without extension of time. As always complete a 

return (REV) and submit it by the 10th of the month when you have deducted the withholding tax in 

the previous month. The return attracts US$30 a day, for 181 days if not submitted on time.   

 

Withholding tax on Foreign Service providers 

 

Non-residents providing services of a fee or royalty type are subject are subject to withholding tax in 

Zimbabwe on payment to them at the general of 15% (subject to reduced DTA rates see below). Fee is an 

amount paid from a source within Zimbabwe for managerial, administrative, technical or consultative 

services of the non-resident.  Fees do not include amounts paid for education and training, 5% of value of 

export services etc. Royalty is payment for the right of use of someone’s intellectual property or for the 

use or right to use commercial or scientific equipment (not being motor vehicles), or for information 

concerning industrial, commercial or scientific experience. This is rental type arrangement e.g payments 

for hiring software licences etc.  

 

Withholding tax must be deducted and remitted to ZIMRA within 10 days of payment of fees or 

royalties. Payment means the earlier of entitlement and actual payment of the amount to the non-resident.  

Meanwhile, 100% penalty and 10% interest p.a apply when no deduction is made or the deducted 

amount is paid late to ZIMRA. As always complete a return (REV) and submit it by the 10th of the 

month when you have deducted the withholding tax in the previous month. The return attracts US$30 

a day, for 181 days if not submitted on time.   

 

The following are the reduced rates where a Double Taxation Agreement (DTA exists including those 

are applicable to dividends.  Dividends paid to a non-resident should be deducted and remitted to 

ZIMRA within 30 days of the date of distribution or within such further time as the Commissioner 

may for good cause allow. Similar rules are applied relating to penalties, interest and fine on 
outstanding return.  

 

 

 

 

 

 

 

 



 

Page 24 of 30 
 

 

Maximum WHT Rates a Once DTA is Applied 

 Notes Dividends Royalties Technical 

Fees 

Bulgaria 1 10% 10% 10% 

Botswana 1 5-10% 10% 10% 

Canada 1 10% 10% 10% 

France 1 10% 10% 10% 

Germany 1 10% 7.5% 7.5% 

Malaysia 1 10% 10% 10% 

Mauritius 1, 2 10% 15% 0/15% 

Netherlands 1 10% 10% 10% 

Norway 1 15% 10% 10% 

Poland 1 10% 10% 15% 

South Africa 1 15% 15% 15% 

Sweden 1 15% 10% 10% 

United Kingdom 1 5-15% 10% 10% 

Countries without a 

DTA 

1 10/15% 15% 15% 

 

Notes: 

1. This lower rate applies only on dividends declared to companies with a 25%shareholding or 

voting power, otherwise general rates prevail.  

2. If the technical fee is taxed in Mauritius, no WHT is levied in Zimbabwe. If, however, the 

technical fee is not taxed in Mauritius, there is a WHT in Zimbabwe at the normal rate of 

15%. 

3. Non-residents’ tax on remittances remains at 15% in all cases. 

4. Pending agreements China, Indonesia, Namibia, Singapore, Seychelles, Switzerland, 

Tanzania, Thailand, Tunisia, Yugoslavia, Zambia, Democratic Republic of Congo  

5. South Africa  has new agreement waiting date of  commencement  

6. Non-Resident Tax on Interest (NRTI) was repealed with effect from 1 August 2009 

Income tax matters 

 

You are required to register with ZIMRA within 30 days of commencing business and this can be done 

electronically. Tax Matrix can assist you with registration. Meanwhile, you are required to appoint a 

public officer who will act as the representative for the company or the taxpayer for purposes of ZIMRA 

matters. This appointment is required in terms of s 61 of the Income Tax Act (Chapter 23:06). Sole 

traders, partners, consultants, doctors etc must register in their personal names for purposes of income 

tax. Non-executive directors are also required to register for income tax in respect of their directors’ fees. 

Once registered, income tax must be paid on estimated profits at the rate of 25.75% in advance of tax 

year end i.e. 10%, 25%, 30% and 35% of estimated tax liability on 25 March, 25 June, 25 September and 

20 December respectively. These payments are known as QPDS. At year end you will have to prepare an 

income statement for tax purposes and compute the actual tax you should be paying to ZIMRA. If you 

have paid more through QPDs you are entitled to a refund and top up if you have paid less. If your QPD 

was insufficient by more than 10%, you will be liable in terms of s 72 of the Income Tax Act (Chapter 

23:06) to 10% interest p.a. You will have to submit your annual return (ITF12 or ITF12C) electronically 

on or before 30 April following 31 December year end. A late return attracts US$30 a day for a 

maximum of 181 days (see s35 of the Revenue Authority Act (Chapter 23:11)).   Tax Matrix can assist 
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with preparation of your returns and filling it or to review it to ensure you have not made a mistake 

which could result in you being punished.  

 

VAT matters 

 

VAT registration is transaction based and you are required to register with ZIMRA when your sales 

threshold for any period of 12 months exceed US$60,000 or when there are reasonable grounds that 

the threshold will exceed the US$60,000 in the next in 12 months. Therefore when you sales 

persistently exceeds US$5,000 per month you will be expected to register for VAT. Registration can 

be done electronically. Refer to above for the consequences of late registration. More importantly, you 

should claim input tax on the basis of a valid tax invoice. A valid tax invoices should be written in 

prominent place the word TAX Invoice, must have VAT numbers of your business and that of your 

supplier, serialised invoice numbers, the VAT amount, description of goods sold etc. Input tax 

incurred by you on certain expenses such as acquisition or hiring of passenger motor vehicles, 

entertainment expenses, nonbusiness subscriptions cannot be claimed from ZIMRA.      

  

Maintain accurate records 

 

Every business is required to keep records for its transactions. The most common records that should 

be kept include receipts and invoices, bank Statements, work Contracts, accounting books (including 

petty cash, cash receipt and payments), list of business assets detailing date of acquisition and costs, 

legal documents (contracts) etc. Record keeping has become the foundation on which the totality of 

modern business depends. Keeping proper business accounting records helps your business 

management in making sound tax decisions which will help you in financial management and control, 

helps to facilitate prompt filing of tax & returns to ZIMRA and this will help you in tax compliance.  

 

As an employer you should keep all records of all remunerations paid or payable to each employee 

and employee’s tax withheld thereto for every employee in respect of each year of assessment. These 

records should always be available for scrutiny by the tax authority. Also make sure your records are 

kept for a minimum of six years since tax auditing can be requested at any time covering a period of 6 

years prior to the date of audit. Whenever adequate records are not kept or they have not been kept for 

6 years, ZIMRA will estimate tax liability. The tax law also provides for prosecution of the public 

officer if records have not been kept. 

 

What are the implications for tax compliance in your business practice? 

 

Taxes are collected by the government meanwhile tax payments are commonly associated with 

emotions such as despair, anger, outrage, defiance, frustration, suspicion, and deference. These 

emotions motivate some taxpayer to evade or avoid taxes through different avenues. Payment of taxes 

is both voluntary and non-voluntary meaning not all employers are willing to pay tax. In order to 

solve such dispute the government imposed penalties to those who do not want to pay tax. You will 

therefore need to manage your tax affairs to avoid unnecessary loss of money or forfeiture of 

property. Beside the monetary loss or forfeiture of property there are imprisonment consequences for 

not complying with the tax law. 

 

In the national press (Sunday News Online | Sunday, Dec 6, 2015 ) it was published that “ ZIMRA 

descends on tax evading companies” it can be notated  that Zimbabwe Revenue Authority (ZIMRA) 

has launched a blitz on tax evading companies, imposing stiff penalties on registered and unregistered 

business operators who are not remitting taxes to the authority. ZIMRA officials visited most 

companies in Bulawayo to investigate and audit their books, checking if their tax payment records 

were up to date. Some of the affected companies told Sunday News that the heavy fines being 

imposed by the authority were not realistic and could force most companies to close. One company 

operator said he had missed Value Added Tax (VAT) payments by a few months, owing ZIMRA 

about $600 but was slapped with fines as much as $10 000. 

http://www.sundaynews.co.zw/author/schiwanga/
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The Commissioner General has powers in terms of s 58 of the Income Tax Act (s 48 of the VAT Act) 

to garnish your accounts. Garnishment is a legal process whereby payments towards a debt owed by 

an individual can be paid by a third party - which holds money or property that is due to the individual 

directly to the creditor. The third party in such a case is generally the individual's bank. Garnishments 

are typically used for debts such as unpaid taxes, monetary fine.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.investopedia.com/terms/p/payment.asp
http://www.investopedia.com/terms/t/third-party.asp
http://www.investopedia.com/terms/c/creditor.asp
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4.2 Announcements 
   

4.2.1 Desperate ZIMRA introduced independent anti-corruption hotline 
 

Background  

 

Zimbabwe Revenue Authority introduced anti-corruption hotline, which is managed by an 

independent service provider, for reporting corruption cases relating to the Authority. The hotline 

consists of three toll-free call lines, a What App line and an e-mail address. To promote the use of the 

hotline for reporting tax and duty corruption cases anonymously, the Authority has initiated an 

aggressive publicity campaign which is running under the theme, “ZIMRA: United against 

Corruption”. One of the messages published in the print media recently cited that 

 

 “Corruption is murder. It deprives hospitals and clinics of critical resources. It ensures the continued 

destruction of our infrastructure. Don’t get blood on your hands; report tax and duty corruption 

anonymously and be assured we will act decisively.” 

 

In the press (Herald 29th April 2016) the Vice President C. D Mnangagwa also stated that the nation 

should fight corruption when he stated that “For any economy or country to succeed, corruption must 

be fought left, right and center”. A good move but it could be a question of little too late. In addition 

to that the Minister of Finance and Economic Development, Honourable P. Chinamasa, acknowledged 

the retrogressive effects of corruption while presenting the 2016 National Budget to Parliament. He 

highlighted that the fiscal policy statement was aimed at solving problems affecting the nation such 

as lack of industrial competitiveness, low market confidence, low savings and rising corruption.  

 

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

The introduction of the anti- corruption hot line is of greater importance to the nation and to the 

business community as it helps in eradicating corruption. However the corruption by the general 

public is small and big when involving influential people. For a country with a history of corruption 

one can only believe by seeing- without which this can be regarded another talk show. 

 

4.2.2 ZIMRA engages in lifestyle audit 
 

Background  

A lifestyle audit is the term commonly used by forensic auditors and the revenue authority to 

determine if the lifestyle of an individual commensurate with his/ her known income stream. Auditors 

acquire detailed knowledge of the streams of income or remuneration which that particular person 

has. The aim is to address the miss match between the income streams and the net worth of the 

person. At times illegal activities might have been done for sourcing the undefined income which one 

holds. Fraud and corruption are usually committed by means of “off book” transactions or 

manipulated accounting records. The lifestyle audit is a critical management tool to identify 

individuals who, based on an extravagant lifestyle, may potentially be engaging in illicit activity. The 

audit is targeted at high net-worth individuals and corporate leaders. ZIMRA is sending out 

questionnaires asking questions related to targeted individuals lifestyles. In part of the questionnaires, 

the targeted members are being asked more about their sources of revenue and their consumption 

patterns. The information obtained will be used to judge whether an individual’s monthly living 

expenses are consistent with their declared income and assets. The lifestyle audit is to be extended to 

politicians, senior civil servants, service chiefs and people in charge of public institutions (The Herald 

of Wednesday 24 May 2016).  

 

During the lifestyle audit, the Commissioner General may be granted upon application a warrant to 

incept your calls and access you call history in terms of s 5 of the Inception of Communications Act 
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(Chapter 11.20). It is further empowered in terms of s 34F of the Revenue Authority Act (Chapter 

23:11) to obtain certain documentation ( any deeds, plans, instruments, books, records, accounts, trade 

lists, stock lists or documents, bank statement etc) for purposes of ascertaining tax liability. May also 

upon magistrate’s  warrant enter without previous notice, at any reasonable time during the day enter 

any premises whatsoever and on such premises search for any moneys, valuables, deeds, plans, 

instruments, books, records, accounts, trade lists, stock lists or documents. The powers include search 

and seizure of the documents and monies. Inspection of your bank accounts and garnish thereof when 

tax liability is assessed. Where you have transferred the property to your spouse or third party the 

Commissioner General is empowered in terms of s 77 of the Income Tax Act (Chapter 23:06) to 

recover that property as long as the transferred property was made within a year from the date the tax 

becomes due provided there is no limit when fraud is suspected (which in any case is the situation 

with taxes due under the lifestyle audits). Note that taxes due under a lifestyle audit are criminilised 

and there are few rights the offenders are entitled to.   

 

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

Zimbabwe is ranked as the most corrupt country in the world. Corruption is the stealing of pubic 

goods and has become the biggest disease in our economy. Lifestyle audits are capable of stemming 

out corruption if truthfully undertaken, but there is no will power to deal with this matter because it’s 

pregnant at the top. Ronald Waiswa a Ugandan researcher stated that “If you let the big crocodiles 

swim freely, the small fish will follow”. Therefore it’s a worst of time if the audit cannot expose the 

key culprits or the influential persons involved corrupt tendencies. Rhiannon McCluskey a Researcher 

Officer with International Centre for Tax and Development in her article “African governments aren’t 

taxing the rich” stated that some Africans are very rich, and in many cases they are not paying their 

fair share of taxes. She indicated that the number of super-rich on the continent is growing fast. 

According to New World Wealth, the number of high-net-worth individuals (people with assets over 

$1 million) in Africa rose at twice the pace of the rest of the world in the past 15 years. Its 2016 

Africa Wealth Report states there are about 165,000 high-net-worth individuals in Africa, with 

combined wealth of $860 billion. Africa cannot tax the high-net-worth individuals because African 

economies are highly informalised. She further stated that “this informality contributes to African tax 

administrations lacking information on which citizens are high-net-worth individuals”. Another 

problem stems from the fact that the rich hide their wealth using the offshore financial system. Thirdly 

the wealthy are politically connected i.e. have political influence  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://theconversation.com/profiles/rhiannon-mccluskey-248267
http://theconversation.com/profiles/rhiannon-mccluskey-248267
http://www.christianaid.org.uk/images/Africa-tax-and-inequality-report-Feb2014.pdf
http://www.christianaid.org.uk/images/Africa-tax-and-inequality-report-Feb2014.pdf
http://www.nw-wealth.com/
http://www.businesswire.com/news/home/20160315005977/en/Africa-Wealth-Report-2016---Research-Markets
http://www.businesswire.com/news/home/20160315005977/en/Africa-Wealth-Report-2016---Research-Markets
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4.2.3 Most of the ZIMRA Q1 revenue lines in the red  
 

All ZIMRA Q1 revenue lines are in the red. This is reversible and we predict that revenue collections 

this year would not exceed 3 billion (most likely it be around 2.9 bln) if this trend continues. The Q2 

will be even worse unless there is a positive intervention. The ZIMRA board chair cited the depressed 

industry output coupled with a tight liquidity situation and drought as the major causes of decreased 

revenues. The board chair also blames the poor performance on non-compliance by taxpayers, 

corruption and lack of complete automation for failure. She promised to enhance measures to improve 

taxpayer compliance. 

 

Summary revenue performance by tax head Q1 

 

Item  Actual  

(USD) 

Target  

(USD) 

Prior Year Actual 

(USD) 

Variance  

Net collections  724.9 mil 861.8 mil 803.2 mil  Adverse 

Total tax Debt  2.58 bln 1.97 bln   Adverse 

Individual tax collections  164.43 mil  196mil  200.18  Adverse  

PAYE debt 692.86 mil   578.78mil   Adverse  

Corporate income tax  52.55 mil  76 mil  71.6 mil  Adverse 

Mining Royalties  13.39 mil  24.50 mil  Adverse 

Carbon tax  8.11 mil   8.44 mil Adverse 

VAT on imports  83.69 mil  84.10 mil   Positive  

Withholding tax on 

contracts 

18.05 mil  20.17 mil   Adverse 

Dividend, fees, interest and 

remittances 

14.71 mil 16.74 mil   Adverse  

Other (CGT, Tobacco levy, 

stamp duty, presumptive 

tax etc) 

9.66  13.97   Adverse 

  

Board chair comments 

 

 That the private sector has the most tax debt i.e. 73.05% of the total tax debt  

 VAT on local sales increased from 14 percent in Q1 (2015) to 18 percent in Q1 (2016) and is 

expected to exceed 25 percent contribution with automation and greater compliance 

 The performance of the PAYE head reflects the impact of job losses and also pays cuts for those 

still in their jobs as companies struggle to survive and that most companies no longer have bonus 

payments normally paid during Q1 when the annual performance is finalised. It the PAYE head is 

expected to remain under pressure and performance is not expected to improve, all things 

remaining equal.” 

 The poor performance of royalty is attributed to the slump in commodity prices due to the 

slowdown in global economies.  

 Carbon tax performed poorly due to a decrease in import volumes of petrol and diesel this year as 

compared to 2015. 

 In light of the given challenges ZIMRA would soon complete the fiscalisation process it started in 

2010, which involves linking old fiscal gadgets to the new and versatile Tax Management System 

(TMS). “This is a smart system which collects an incredible variety of information about 

transactions and taxpayers. “Already, the system has revealed some interesting insights about 

taxpayers, including gross understatement in the returns to ZIMRA. The system has also revealed 

a lot of businesses that have hitherto been operating outside the tax net,” she said The automation 

process is expected to enable ZIMRA to meet its 2016 targets by third and fourth quarter at the 

latest.  
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 The economy requires a “big push” to stimulate it sustainably through attracting foreign capital 

inflows and can be through curbing all unnecessary consumption imports and concentrate on 

increasing productive capacity with the resources available. 

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

We do not see how these matters will be addressed in Q2 or before end of year.  With a lot of 

businesses closing and rebirth of the same businesses but constituted as informal businesses which 

have no nexus with the Revenue Authority the situation is expected to be worse. The July 17, 2015 is 

also backfiring considering there is also a significant reduction in PAYE. Considering also that 2015 

included tax amnesty revenues, it is expected that this year will not match the prior year.  Businesses 

that are still standing are expected to brace up of tight revenue administration measures. We expect 

few penalty waivers and the possibility that ZIMRA might not go by the spirit of the law. ZIMRA 

might deliberately ignore tax prescription period (6 year prescription) arguing that prescription period 

does not apply in cases involving tax evasion. Deliberate withholding or extensive audit VAT refunds, 

charging of interest on penalties, special audits (focused on associations, doctors, lawyers and other 

individual practices). It would not be surprising if new taxes are to be introduced during the midterm 

fiscal budget especially for miners, telecommunication industry, travel industry and insurance 

industry, increase in import duty on non-essentials.  

 

What are the options available for the government? 

As Tax Matrix we feel the solution does not lie only in squeezing the companies and individuals for 

taxes we can also finance the expenditure or raise revenues through the following:  

 Reduction in government officials expenditure, such international travel  

 Increase efficiency in government companies (parastatal e.g Airzim, ZESA, NRZ), these should 

be made profit and could significant contribute to the fiscus through collected VAT. We 

recommend that these entities should managed by qualified professionals 

 Finalise the ZISCO agreement so that it start producing iron and metals for export 

 License all informal traders in order bring them within the tax net e.g issuing them with vendor 

numbers (fiscalised devices)  

 More focused lifestyle audits and seriously stamp out corruption 

 Continue effort to eliminate non-essential imports through tariffs and quotas, but yet promoting 

the importation of capital goods and raw materials  

 ZIMRA to educate taxpayers on tax issues including transfer pricing to ensure voluntary 

compliance 

 Conclude insurance and mining tax regimes before year end and to ensure these are incorporated 

in the next year’s tax regimes 

 Enhance tax management systems such as cargo tracking and fiscal single window facility, 

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