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1. Introduction 
1.1 Executive Summary 
We are honored to present our November 2018 Monthly Tax Update (MTU) which is designed to keep 
businesses and individuals informed of the latest tax issues and bring value to both. Through our MTUs, 
we analyze tax developments to ensure that our valued clients are kept in tune with changes in the tax 
world. It is our sincere hope that MTUs will keep our clients updated with information that includes 
changes in tax and other related laws, court decisions, announcements and interpretations that bring 
relevancy to the business environment.  
Tax Conference Victoria Falls 2019 (22nd -25th May 2019) 
Matrix Tax School will host The Third Edition of the annual Tax Conference Victoria Falls 2019 in 
Zimbabwe from the 22nd to the 25th of May 2019. The theme “Tax policy for growth and development 
2019 and beyond”. The Conference which has the regional orientation, assembles technical experts 
locally and globally to share anticipation of market outlook, insights into technical matters, and 
experience from practical cases. Transparency, complexity, exchange of information, increasing tax 
disputes and tax turbulence are some of the keywords to describe the new tax era experienced by today's 
tax executives. A global tax reset underway. We will take a close look at the recent trends and 
developments and have an open conversation about the implications and future direction across the 
region.  
Revised Finance (No.3) Act, 2018  
The government revised Finance (No.3) Act, 2018 to add a few more proposals and at the same time 
amending the proposals of the first draft of the Finance (No.3) Act, 2018 and National Budget Speech 
published on the 22nd of November 2018. Some of the changes are; proposal to disallow IMTT as a 
deduction in the computation of income tax, further exemptions from IMTT, revision of the definition of 
imported services for purposes of VAT Act, prohibition of input tax claim arising from bond premium 
over the par value of bond to the USD, the rewording of the s38 (4a) of the VAT Act, proposal to levy 
penalties on late paid mining royalties, etc. 
Duty to paid in foreign currency for prescribed goods 
The government recently made directives for collecting taxes in foreign currency. In line with this 
objective it has gazetted certain imports to pay duty in foreign currency in a bid to maximise revenue and 
to control the influx of imports into the country. This has affected both companies and individuals as 
some goods like motor vehicles were being imported at an individual level. 
Payment of tax in Foreign Currency it’s not news  
The ZIMRA revenue recently published a communique regarding payment of taxes in foreign currency. 
This is in spite of an official held view that the bond note or coin are at par to the United States dollar. 
One wonders whether this is a move by the government to push out the bond notes and introduce the 
United States Dollar (USD) as the main currency of use. It now appears the country is again dollarizing 
with some businesses already charging in USD and quoting exorbitantly in bond notes or coins. For the 
ZIMRA to request to be paid in foreign currency it’s not new. In 2009 when the economy dollarized the 
legislation was amended to make provision for payment of taxes in foreign currency.  
The crisis regarding 10% withholding tax on payments to farmers  
The general understanding has been that farmers were dispensed with the need to produce a tax clearance, 
an understanding that emanated from the public notice issued by the ZIMRA sometime in 2009. At issue 
is whether tax liability for 10% withholding tax would arise in terms of s80 where a farmer other than a 
tobacco farmer has not availed his/her tax clearance (ITF263) or the ZIMRA is legitimately expected to 
be bound by its public notice exempting purchases from all farmers from withholding tax. This is against 
the opposing view in the recent Delta case, putting taxpayers at cross roads regarding deducting tax in 
respect of payments to farmers that are not supported by tax clearances.     
Transfer-Pricing Penalties Introduced 
The transfer-pricing rules apply, in general terms, to any transaction or series of transactions between a 
taxpayer and a non-resident person with whom the taxpayer is not dealing at arm’s length as well on 
transactions of resident associated enterprises. If a transaction is not consistent with the arm’s length, the 
Commissioner is empowered to make adjustment raising an assessment for additional tax.  Despite being 
enacted in 2016, the transfer pricing legislation mentioned no penalty for non-compliance with transfer 
pricing rules which somehow appeared enshrined in the general penalty provision s 46 of the Income Tax 
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Act, Chapter 23:06. The Finance (No.3) Act, 2018 proposes to correct this by introducing graduated 
penalties for specified acts of non-compliance. 
VAT registered taxpayers to brace up for new tax  
Last week on Thursday, the 13th of December 2018, the government published a revised Finance (No.3) 
Act, 2018  (“the Finance Bill”) which adds few other proposals whilst refining some of the proposals of 
the first draft and the National Budget Speech published on the 22nd of November 2018. But what is 
intriguing is the new definition of imported services in the revised bill which is not good news for VAT 
registered taxpayers. If you are a VAT registered taxpayer a new tax is coming your way over and above 
the 2% IMTT. It is all about austerity for prosperity this season!  
ZIMRA publishes its FCA nostro (USD) accounts  
The ZIMRA has issued public notice number 45 of 2018 notifying taxpayers of its FCA nostro (USD) 
accounts for purposes of paying taxes in foreign currency. The public notice operationalise the 
requirement to taxes in foreign currency. 
2019 Tax Clearance ZIMRA issued a public notice  
It is that time of the year once again and there is pushing and shoving everybody looking for a certificate 
of good standing. In terms of s80 of the Income Tax Act, Chapter 23:06 payments made to persons without 
a valid tax clearance are subject to 10% withholding tax. The ZIMRA has issued a public notice directing 
how Tax Clearance Certificates (ITF 263) are to be accessed. In order to access a tax clearance, taxes due 
must be paid and all outstanding returns and information submitted. ZIMRA accounts must be reconciled.  
 
 
 
 
 
                                                                                                              
                                                                                                            M. Tapera -Chief Executive Officer 

                                                                                                             Cell-+263 772 349 740 
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1.2 Tax Matrix News and Developments  
1.2.1 Tax Conference Victoria Falls 2019 (22nd -25th May 2019) 
 
Matrix Tax School will host The Third Edition of Tax Conference Victoria Falls 2019 in Zimbabwe from 
the 15th to the 18th of May 2019. The theme “Tax policy for growth and development 2019 and beyond”. 
The Conference which has the regional orientation, assembles technical experts locally and globally to 
share anticipation of market outlook, insights into technical matters, and experience from practical cases. 
Transparency, complexity, exchange of information, increasing tax disputes and tax turbulence are some 
of the keywords to describe the new tax era experienced by today's tax executives. A global tax reset 
underway. We will take a close look at the recent trends and developments and have an open conversation 
about the implications and future direction across the region. The program will also feature a series of 
breakout sessions that will deliberate, in great depth, various hot tax issues and challenges in a number 
of key areas including the trending tax controversies, taxation of the digital economy, tax incentives and 
transfer pricing. We will also be catching up on the 2019 Tax Developments and other updates. It’s about 
tax and investment in keeping with the government vision of a middle economy by 2030. We look forward 
to meeting you at the Conference, discussing together how to transform our economy with confidence 
against the evolving landscape. We are very confident you will find The Tax Conference 2019 to be 
enjoyable and worthwhile. 
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2. Legislation 
 

2.1 Acts 
 

2.1.1 Revised Finance (No.3) Act, 2018  
 
Introduction  
The government has published a revised Finance (No.3) Act, 2018 which has added few other proposals 
and at the same amending the initial proposals as per the first draft of the Finance (No.3) Act, 2018 and 
National Budget Speech published on the 22nd of November 2018. Some of the key proposals of the 
revised Finance (No.3) Act, 2018 includes; proposal to disallow IMTT in the computation of income tax, 
exemption from IMTT transfer of money to producers and sellers of gold to Fidelity Printers and Refiners 
(Pvt) Ltd, as well as the transfer of money by travel agents to airlines on the purchase and administration 
of air tickets, redefinition of imported services for purposes of VAT Act, prohibition of input tax claim 
arising from bond premium over the par value of bond to the USD,  the rewording of the s38(4a) of the 
VAT Act, proposal to levy penalties on late paid mining royalties, among other measures. The new, 
amended and the old measures or proposals are all summarized in more detail below:  
 
Revenue Measures 
Individual Tax Measures 
The bill reviewed the tax free threshold from US$300 to US$350 and further reduces the highest tax rate 
from 50% to 45%.  However the relief to most of the employees is US$10 per month (US$120 per 
annum). High income earners (persons earning more than US$20,000) are relieved and their top rate is 
now down from 50%. For instance at salary of US$25,000, the proposed tax rates provides a relief of 
US$260 to the taxpayer. This is shown in the table below: 
 

Current Tax Rates  Proposed Tax Rates Tax 

Relief  

 

From To Rate Cum 
Tax 

From To Rate Cum 
Tax 

Annual Monthly 

- 3,600 0% - - 4,200 0% - - - 
3,600 18,000 20% 2,880 4,200 18,000 20% 2,760 120 10 
18,000 36,000 25% 7,380 18,000 36,000 25% 7,260 120 10 
36,000 60,000 30% 14,580 36,000 60,000 30% 14,460 120 10 
60,000 120,000 35% 35,580 60,000 120,000 35% 35,460 120 10 
120,000 180,000 40% 59,580 120,000 180,000 40% 59,460 120 10 
180,000 240,000 45% 86,580 180,000 240,000 45% 86,460 120 10 
240,000 300,000 50% 116,580 240,000 300,000 45% 113,460 3,120 260 

 
Intermediated Money Transfer Tax (IMTT) 
The Finance (No.3) Act, 2018 ratifies SI205 of 2018 on Intermediate Money Transfer Tax which revised 
the rate of tax from 5 cents per transaction to 2 cents per value of transaction. The effective date of the 
revision 13th of October 2018. The Bill has also proposed five (5) additional exemptions from IMTT as 
follows:  
 
 Transfers between an individual’s mobile wallet account and  his or her bank account; 
 Payments of claims by a medical aid society registered in terms of the Medical Services Act 
 Payment of insurance premiums  by insurance brokers to insurance companies and by insurance 

companies to reinsures, retrocessionanaires and asset managers 
 Payments to producers, sellers or exporters of minerals by the Minerals Marketing Corporation of 

Zimbabwe 
 Transfer of funds from Mobile Money Trust Funds to purchase electricity   
 Transfer of money to producers or sellers of gold Fidelity Printers and Refiners (Pvt) Ltd 
 Transfer of money by travel agents to airlines on the purchase and administration of air tickets. 
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Altogether there shall be 18 transactions that are exempted from IMTT as follows:  

 

 
Transfer Pricing (TP)   
The bill introduces graduated penalties for violation of TP rules, submission of prescribed TP return and 
empowers the Commissioner to demand from taxpayers involved in associated transactions a return in a 
prescribed form. The measures are with effect from 1 January 2019 (for detail see article 4.2 below).  
Transfer Pricing Returns  
Taxpayers engaged in associated transactions to submit a return to the Commissioner in the prescribed 
form showing entered or contemplated transactions with associates and/or associated enterprises. Further, 
the Commissioner has been empowered to demand a return in prescribed form from any person. 

 
Transfer Pricing Guidelines  
The Minister proposed Transfer Pricing Documentary Requirements, which will act as a guide to 
associated enterprises in the recording of transactions, in compliance with the Arm’s Length Principle.  
He also proposed Transfer Pricing Guidelines which will assist in the application, interpretation and 
simplification of transfer pricing legislation.   

Exemption 

Nostro 
accounts MMCZ to 

mining 
houses Payments to 

airlines by travel 
agents

Payments to 
suppliers of gold 

to Fidelity 
Printers etc

Government 
transfers

Purchase of  
petroleum 

products by 
operators

Intra 
company 
transfers

Pension 
contributions 
and benefits

Tax  
payments and 

refunds
Money 
market 

transactions

Marketable 
securities 

trandsactio
ns

Payment of 
remunerati

on

Transactio
n of 

US$10 or 
below

Payment of 
medical 
claims

Transfer of 
insurance 
premuims

Payments 
for 

electricity

from 
specified 

trust account

Wallet to or 
from bank 
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Other Income Tax Measures  

 
Non-resident suppliers of satellite broadcasting and e-commerce services   
In order to widen the tax base income of satellite broadcasting and e-commerce platform service providers 
domiciled outside Zimbabwe to the extent that such income is received from persons resident in 
Zimbabwe for services rendered in Zimbabwe shall be deemed to be from a source within Zimbabwe: 
 
 Non-resident satellite broadcasting: To tax amount receivable by or on behalf of a satellite 

broadcasting service domiciled outside Zimbabwe from persons resident in Zimbabwe in respect of 
television or radio subscriptions of fees paid by persons resident in Zimbabwe. “Satellite broadcasting 
service” means a service which by means of a satellite (whether or not in combination with cable 
optical fibre or any other means of delivery) delivers television or radio programmes to persons 
having equipment appropriate for receiving that service.” 

 Electronic commerce platform: To tax income from electronically supplied products (e.g. 
downloaded music, books, and software) receivable by or on behalf of an electronic commerce 
platform domiciled outside Zimbabwe from persons resident in Zimbabwe in respect of the provision 
or delivery of goods or services to such residents. “Electronic commerce platform” means a service 
which by the use of a telecommunications service or electronic means (and whether mediated by 
computers, mobile telephones or other devices) sells and delivers goods and services to customers.  

 Only those non-resident person satellite broadcasting service or e-commerce providers of goods or 
services with revenue threshold of $500 000 in any year of assessment from the provision or delivery 
of such services or services to persons resident in Zimbabwe shall be deemed to be deriving income 
from a source within Zimbabwe and subject to tax at the rate of 5% of the revenue earned.  

 The revenue cannot be offset against assessed loss which the taxpayer would have had in that year of 
assessment if such amount had not been received by or accrued to him or her. 

 The Permanent Establishment rules shall not apply to revenue subject to 5% tax. 
 
Meanwhile the first draft of the Finance Bill 2019 had included the requirement for the non-resident 
person to appoint a public officer in Zimbabwe or an agent and such public officer or agent to provide a 
valid tax clearance to the authorized forex dealer in terms of the Exchange Control Act to facilitate 
remittance to such non-resident. These requirements have since been dropped.   
 
Relaxing of ring fencing provisions for separate mine locations 
The bill proposed the conditions to be met to allow for deduction of expenditure or losses attributable to 
either or any one of the mining locations held by a taxpayer,  that is the Commissioner must be satisfied 
that the mining operations on the mining locations are inseparable or substantially interdependent. Mines 
locations are deemed inseparable or substantially interdependent if both or all of the mining locations are 
held by the same taxpayer and the minerals produced at the locations should be part of an integrated 
process of beneficiation under the control of the same taxpayer. This brings certainty as to the meaning 
of inseparable or substantially interdependent previously not provided by the law.  
 
The measure takes effect from 1 January 2019 
 
2% IMTT a prohibited deduction  
The revised Finance (No.3) Act, 2018 has disallowed IMTT as an income tax deduction.  
 
Directors of wound companies liable to tax debts  
Directors of resident or non-resident companies (e.g. Permanent Establishment) that are wound up 
voluntarily or deliberately put into liquidation with the intention of avoiding tax are made jointly and 
severally personally liable for tax debts of those companies if such directors open a similar entity under 
the same directorship operating the same business or if the whole or a substantial part of the old company  
business and property wherever situate is transferred to another company or entity which will be or has 
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been formed, incorporated or registered under any law.  It does not matter that some of the directors did 
not join to form or start new companies or no longer act in similar positions.   
 
This measure takes effect from 1 January 2019. 

 
Non-resident persons exempt from 10% withholding tax on contracts 
Non-resident persons entitled to receive fees, royalties and remittances are exempted from the 
requirement to avail tax clearance in order to be paid without deducting 10% withholding tax on contracts 
from their payment. The amendment is effected by excluding from the definition of “payee” in s80 of the 
Income Tax Act Chapter 23:06 such non-resident persons. The bill provides certainty as to the exclusion 
of the non-resident persons from application of s80 provisions not previously clear.  
 
The proposal has no effective date. 
 
Withholding tax refund or set off for taxpayer exempt from income tax  
The Bill authorises the Commissioner to refund the 10% withholding tax or allow a setoff against other 
tax payable to the Commissioner for persons that are exempt from paying income tax. It ensures 10% 
withholding tax on contract is not chargeable in cases where income tax is not payable.  
 
10% withholding tax moratorium for private schools  
The bill proposes to grant a tax relief to private schools who failed to withhold tax on payments made to 
payees not in possession of valid tax clearances for the period of six years ending on the 31st December 
2017. With effect from 1 January 2018, 10% withholding tax on contracts is deducted where the recipient 
of payment from the private school is not in possession of a tax clearance.  
 
10% withholding tax moratorium for RBZ 
It is proposed to grant a moratorium to the Reserve Bank of Zimbabwe for failing to withhold 10% on 
amounts payable in cases where the recipient of interest accruing from Treasury bill failed to produce a 
tax clearance certificate. The moratorium covers the period 1 February 2009 to 1 December 2018.  With 
effect from 2 December 2018, RBZ will be required to deduct 10% withholding tax where the recipient 
of interest earned from a treasury bill has no tax clearance.  
 
Income tax exemption for Financial Institutions on TB interest  
It is proposed to exempt financial institutions from income tax on interest earned from the Treasury Bills 
(TBs), if the terms sheet subject to which the TBs were issued specified that their income was tax-free. 
 
Value Added Tax Measures    
VAT on imported services to apply to all importers of services 
The Finance (No.3) Act, 2018 redefined  “imported services”  to mean “a supply of services that is made 
by a supplier who is not resident in Zimbabwe or carries on business outside Zimbabwe to a recipient 
who is a resident of Zimbabwe to the extent that such services are utilised or consumed in Zimbabwe;”. 
It widens the tax base to include registered operators who were not required to account for VAT on 
services imported by them if such services were used to produce taxable supplies.  
 
Payment basis for Value Added Tax  
The Minister has amended the definition of the general rule of time of supply to include the time goods 
are delivered or services are made available to the recipient. It entails that movables supplied in the 
absence of an invoice will be deemed to be supplied at the time they are dispatched and for immovable 
goods, when the recipient takes possession and for services, at the time the services are performed. It 
makes any of the following issued or made first trigger VAT liability:  
 
 An invoice issued by the supplier or recipient upon the supply of goods or services  
 Any payment of consideration received by the supplier upon supply of goods or services 
 The removal of goods from their place of sale upon supply of moveable goods 
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 The taking of possession by the recipient upon supply of immoveable goods. 
 The time the services are performed in the case of services rendered. 
 
This measure takes effect from 1 January 2019. 

 
Payment of VAT in the Currency of taxable supplies 
If taxable supplies are paid for in foreign currency tax must be paid to the Commissioner in that foreign 
currency. Secondly VAT is to be paid in either legal tender or foreign currency if the price for the taxable 
supplies in question is paid for in legal tender. The following definitions are also given: 
 
 “bond note” means a unit of legal tender whose par value in relation to the United States dollar is 

backed by a guarantee extended to the Reserve Bank by one or more international financial 
institutions, and “bond coins” shall be construed accordingly; 

 legal tender other than foreign currency” means bond notes and coins, or money paid by means of an 
electronic transfer of funds through an account (other than a nostro foreign currency account) with a 
banking institution; (means bond notes and coins, or RTGS). 

 “nostro foreign currency account” means any account designated in terms of Exchange Control 
Directive RT/120 of 2018, held with a financial institution in Zimbabwe, in which  money in the form 
of foreign currency is deposited from offshore or domestic sources; 

 
The measure shall be applied on all other taxes. 
 
Disallowed input tax claim on premium on bond 
To disallow as input tax claim applicable on the bond premium, namely input tax applicable on the 
amount computed by applying a rate of exchange in excess of the parity rate of one United States dollar 
to a bond note unit. The goods or services in question must have been acquired in a legal tender. 
. 
Civil Penalty for violation of mode of settlement of tax  
 The Commissioner is empowered to raise an assessment of double the amount of tax payable (primary 

penalty) in the foreign currency concerned on taxpayers who violate the mode of settlement of VAT.  
 If the tax assessed is in foreign currency which is not United States, the tax may be paid in United 

States computed by applying international cross rates prevailing on the day the tax becomes due.  
 If  assessment is not settled within 7 days of date of notice of assessment, a civil penalty of US$30 

(secondary penalty)  is levied for each day it remains unsettled, up to 181 days or a level four fine, 
whichever is the lesser amount is payable.  

 The Commissioner is empowered to waive the secondary penalty if he or she is satisfied that the 
contravention was not wilful, or not due to the want of reasonable care.  

 After 181 days a fine not exceeding level ten or to imprisonment for a period not exceeding six 
months or to both such fine and such imprisonment applies. 

 The penalties shall constitute a debt due by the infringer to the ZIMRA and shall, at any time after it 
becomes due, be recoverable in a court of competent jurisdiction by proceedings in ZIMRA’s name. 

 The amount of a civil penalty shall be paid into and form part of the funds of the ZIMRA. 
 
Export VAT on unbeneficiated platinum deferred 
The export VAT on unbeneficiated platinum which was due to commence 1 January 2019 is deferred to 
1 January 2022. The table below shows the rates of export tax, depending on the stage of beneficiation: 

Level of Beneficiation Export Tax (%) 
PGM Concentrate 5 
White Matte 2.5 
PGM and Base Metal 1 
Precious Metal Refinery 0 
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Export tax on raw hides  
The minister has proposed to exempt from export tax, the sale of projected excess raw hides on a bi-
annual basis, with effect from 1 January 2019. In order to generate foreign currency.   
 
Settlement of Principal VAT prioritised over interest and penalty   
To amend the sequence of payment of VAT in order to reduce the perpetual interest charges on taxpayers. 
The order of payment to be principal; penalty and interest, contrary to the previous position where priority 
was given towards settlement of penalty and interest. This measure takes effect from 1 January 2019. 
This measure is in the Budget Speech.  

 
Extension of time in which to claim input tax   
The Commissioner may in his/her own discretion on good cause shown by the taxpayer allow input tax 
claims beyond the prescribed 12 months period. The claim may be allowed from the time a registered 
operator was required to make a return. 
 
VAT moratorium for Statutory Medical Regulatory Authorities  
To grant a relief to Statutory Medical Regulatory Authorities who failed to collect output VAT on their 
supplies when required to do so by law for the period 2009 to 30 November 2018. From 1 December 
2018, Medical Statutory Bodies must comply with the law.  This measure is in the Budget Speech.  
 
Documentary evidence of export required to claim input tax   
In order to curb abuse the zero rating facility upon export of goods and to be entitled to claim input tax, 
the Minister has proposed that registered operators are compelled to obtain and retain all the documentary 
required as proof of export in terms of the regulation.  This measure is in the Budget Speech.  
 
Repeal of section 40 of VAT Act  
The bill repeals s 40 of the VAT Act and its contents are taken to the new Part IIIA of the Revenue 
Authority Act. The section dealt with the manner in which VAT would be recovered, namely through 
filing a statement with the clerk or registrar of any competent court, sequestration order, garnishing of 
accounts among other recovery measures.  It also dealt with the order in which the tax debt is extinguished 
i.e. amount was applied towards penalty, interest and lastly principal tax or additional tax. 
 
Customs and excise Measures 
 
Clothing manufacturing rebate 
Large Scale Manufacturers: The Minister proposed to include under manufacturing rebate additional 
fabrics that are not produced due to the diverse range of fabrics demanded by the market. The measures 
take effect from 1 January 2019. 
Micro Small and Medium Enterprises: It is proposed to avail a Ring Fenced Manufacturer’s Rebate 
Facility, subject to meeting prescribed condition. The measure takes effect from 1 January 2019.  
 
Customs duty on fertilized eggs 
The Minister has proposed to ring-fence duty free importation of fertilized eggs for the year 2019 effective 
from 1 January 2019. This is to cater for the shortage of poultry products. 
 
Motor industry 
The Minister has extended the ring-fence suspension on duty of luxury buses by a further year. He also 
proposed to ring-fence 100 public service buses with a carrying capacity of at least 60 passengers at a 
reduced customs duty rate of 5% 
 
Pharmaceutical Manufacturers 
The Minister proposes to extend the list of essential raw materials used by pharmaceutical manufacturers 
in the manufacture of their products. Government will prioritise allocation of foreign currency for 
purchase of raw materials in order to ensure availability of critical drugs. 
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Baking Industry 
The minister proposes to introduce duty free importation of raw materials under the manufacturer’s rebate 
(wheat) with effect of 1 January 2019.  
 
Duty on Motor Vehicles 
The Minister has proposed that customs duty on motor vehicles to be levied in foreign currency with the 
exception of commercial vehicles and vehicles for the physically challenged. Furthermore, foreign 
payments will apply on all import VAT and surtax. 
 
Excise duty on fuel 
The Minister has proposed to increase excise duty by 7 cents per litre on diesel and paraffin and 6.5 cents 
on petrol with the aim of reducing arbitrage opportunities. This measure takes effect on 1 December 2018. 
 
Excise Duty on Wines 
It is proposed to increase the excise duty free ring-fenced import quota from 90 000 to 175 000 litres of 
raw wine for a period of 12 months beginning 1 January 2018. 
 
Customs duty on Ammonium Nitrate 
The Minister has proposed to ring-fence importation of 10 000 tons of Ammonium Nitrate Fuel Oil 
fertilizer under suspension of duty for a period of twelve months beginning 1 January 2019 in order to 
reduce the cost of inputs on production of fertilizer. 
 
Furniture’s rebate  
It is proposed to include additional beneficiaries under the facility, furthermore in the view of the increase 
in the product range the Minister proposes to include the additional raw materials in the rebate. 
 
Duty Rebate conditions  
The Minister has proposed that rebate beneficiaries will be required to present annual reports on the 
benefits achieved from the imported equipment. Failure to comply will result in the immediate 
termination of the facility and the duty becomes due and payable. 
 
Sanitary wear 
The Minister proposed to suspend the customs duty for a period of 12 months beginning 01 December 
2018 and also to exempt imports of sanitary wear from Value Added Tax. 
 
Suspension of duty on goods for use by physically challenged persons 
The Minister proposed to suspend the customs duty on goods used by the physically challenged person 
and also VAT zero rate wheel chairs, literature products, braille computers, braille watches among others.  
 
Excise duty on cigarettes 
The Minister has proposed to review excise duty on cigarettes to US$25 per 1000 sticks, with effect from 
1 December 2018.  
 
Suspension of Customs Duty on Specified Business: Tour Operators  
The Minister has proposed to extend suspension of duty for a period of 12 months beginning 1 January 
2019 on 75 new buses of a carrying capacity of 8 to 55 passengers, including the driver.  
 
Administrative and other measures  
Penalty unpaid mineral royalty  
The Finance Bill has proposed primary and secondary penalties on mineral royalty paid late: 
 A primary penalty of 100% penalty on mineral royalties paid after the due date  
 Secondary (civil) penalty of US$30 a day for a period of 181 days or level 4 fine, whichever is greater 

if the person fails without just cause to pay the tax within the 7 days of the date of notice by the CG.  
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 The Bill further empowers the CG to waive the payment or refund the whole or part of any civil 
penalty if  satisfied that the contravention was not wilful, or not due to the want of reasonable care;  

 After 181 days the person shall be guilty of an offence and liable on conviction to a fine not exceeding 
level 10 or to imprisonment for a period not exceeding 6 months or to both fine and imprisonment. 

 The penalties shall constitute debts due by the taxpayer to the ZIMRA and shall, at any time after it 
becomes due, be recoverable in a court of competent jurisdiction by proceedings in ZIMRA’s name. 

 Penalties are paid into and form part of the funds of the Zimbabwe Revenue Authority. 
Reduced rate on incremental gold output  
A reduced rate of royalty of 3% (normal rate is 5%) applies on incremental gold output based on the 
previous year’s production as a base year and determined at the end of the financial year. The reduction 
is applied in settlement of future tax obligations and not available to small-scale gold miners. The bill 
amends the provision by stating the value of the tax benefit shall be the value of the gold output in question 
based on the average prices realised for the gold in the year of assessment in which the reduced royalty 
is claimed. This provision has effect from the year of assessment ending on the 31st of December, 2014, 
and applies to every subsequent year of assessment. 
 
Search of private residences 
It is proposed to grant the Commissioner or his/her authorised officer permission to obtain warrant from 
a magistrate to search any private residential premises where there are reasonable grounds for suspecting 
such premises being used for business purposes, and that it is necessary to examine or take possession of 
any money, property, records or documents in order to prevent, investigate or detect a tax offence or 
enforce any tax. The warrant shall authorise the Commissioner or authorised officer to: 
 without prior notice, at any reasonable time during the day to enter the premises and search them for 

any money, property, records or documents specified in the warrant; 
 to open or cause to be removed and opened any article in which money, property, records or 

documents referred to in that paragraph are suspected to be contained; 
 to seize any money, property, records or documents which, in the officer’s opinion, may afford 

material evidence in assessing a person’s liability for any tax and to retain the money, property, 
records and documents for as long as they are reasonably required for any assessment or proceedings, 
whether civil or criminal, under this Act. 

 
Penalty loading model 
The Minister has proposed transparency in the administration of penalties for non-compliance. This seeks 
to inform taxpayers on the level of penalties levies in their accounts with effect from 1 January 2019. 
 
Whistle Blower Facility  
The Minister proposed to review the Whistle Blower Facility to provide, among other measures, clarity 
on the nature of information that informants must supply before being entitled to a reward.  
 
Tax Administration Assessment Tool  
In order to enhance efficiency in tax administration, the Zimbabwe Revenue Authority will be required 
to undertake the following initiatives:  
 Enhance ZIMRA Information Technology Systems to ensure that information held in the taxpayer 

registration database is accurate, adequate and reliable;  
 In order to ensure accuracy, reliability and traceability of taxpayers, by the first half of 2019, the 

ZIMRA systems should be linked to the National Registration Database, Company Registration 
Database, Deeds Office, ZIMSTAT, National Social Security Authority, Investment Agency and 
ZIMDEF, among others;  

 Put in place a Compliance Risk Management Framework to enable the detection of sectors of the 
economy with greatest risk of non- compliance, in order to ensure that commensurate tax 
administration effort is applied;  

 Carryout routine activities to identify unregistered tax payers; and  
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 Develop a tax incentive monitoring and evaluation framework to facilitate the management of timed 
tax expenditures as well as to inform Cost Benefit Analysis of tax expenditures by Treasury, on an 
annual basis, with effect from 1 January 2019.  

 
Standard Fine  
It proposed to re-classify driving offences from the current level 1- 3 where the maximum fine is US$30 
to level 8- 10  which will attract a maximum fine of US$700 and imprisonment for a period  not exceeding 
12 months. This measure is in the Budget Speech. The offences covered under this standard fine are: 
 
 Driving a vehicle without windscreen wiper 
 Driving without head or side lights 
 Cutting corners when turning right  
 Failure to signal when slowing down, stopping or turning  
 Proceeding against a red robot  
 Overtaking over solid line  
 Non- functional foot brake  
 Encroaching into oncoming traffic to avoid congestion  
 Failing to stop when instructed to do so by the police among others 
 
Increase in standard fines 
The bill proposes to increase in the standard fines in terms of Criminal Law (Codification and Reform) 
Act [Chapter 9:23] with effect from 1st January, 2019 as follows: 
 

Level Monetary Amount 
(US $) 

1 20 
2 30 
3 60 
4 400 
5 800 
6 1200 
7 1600 
8 2000 
9 2400 
10 2800 
11 4000 
12 8000 
13 12 000 
14 20 000 

 
 
Additional Routes for Electronic Cargo Tracking 
The budget proposes to gazette the additional routes to facilitate movement of petroleum products  
 
Maximum Transit period  
The Minister has proposed to increase the maximum transit timeline for trucks carrying abnormal loads 
to exist the country from the current 3 days to 5 days from the date of arrival at the port of entry. The 
measure to take effect from 1 December 2018. 
 
Penalty for failure to Pre-clear goods  
The Minister has proposed to levy a fine equivalent to level 12 of the Standard Scale of Fines on importers 
or agents that fail to pre-clear goods transported by road.  This is with effect from 1 December 2018. 
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5% Accident Compensation Fund  
The minister has proposed to redirect 5% of Third Party Insurance cover, to an accident compensation 
fund with effect from 1 December 2018.  
 
2.2  Statutory Instruments 
2.2.1 Duty to be paid in foreign currency for prescribed goods 
Background 
The government recently has made directives for collecting taxes in foreign currency. In line with this 
objective it has gazetted certain imports to pay duty in foreign currency in a bid to maximise revenue and 
to control the influx of imports into the country. This has affected both companies and individuals as 
some goods like motor vehicles were being imported at an individual level. 
Law and Interpretation 
The Minister of Finance and Economic Development, in terms of section 115 (3) of the Customs and 
Excise Act [Chapter 23:02] made the following notice. This notice may be cited as the Customs and 
Excise (Designation of Foreign Currency Dutiable Goods).The notice which came into force on the 23rd 
of November 2018 requires  duty to be paid for certain goods designated in foreign currency. The notice 
is published in SI253A of 2018. However goods purchased on or before 22nd November 2018 and 
consigned on or before 3rd January 2019 shall be exempted from the  operation of this notice ,provided 
an approval for the exemption is obtained from the Ministry of Finance and Economic Development 
within forty-two days of date of importation of the goods. 
  
Some of the listed goods 

Tariff Description 
0406.10.00 Fresh (unripened or uncured )cheese, including whey cheese, and curd 
0806.10.00 Fresh grapes  
1517.10.00 Margarine (excluding liquid margarine) 
1602.32.00 Prepared/preserved meat, offal/blood of fowls of species gallus domesticus 
1604.11.10 Potted or tinned salmon 
1704.10.00 Chewing gum 
1704.90.00 Sugar confectionery (incl white chocolate),not containing cocoa,nes 
1806.20.00 Chocolate, etc, containing cocoa, in blocks, slabs or bars not filled 
1901.20.00 Mixes and doughs for preparation of bakers’ wares  
1904.10.10 Corn snacks and puffs 
1905.31.00 Sweet biscuits 
2001.90.00 Other vegetables (incl onions),fruits, etc,preserved by vinegar or aceticacid, 

Nes 
2204.10.19 Sparkling wine>14%  not wholly produced in ZW 
2402.20.10 Cigarettes containing tobacco weighing not more than 910 grams per 1 000. 
3305.90.00 Preparations for use on the hair, nes 
4205.00.00 Articles of leather or of composition leather, nes 
6301.10.00 Electrical blankets 
8703.24.90 Other vehicles with spark –ignition engine of cylinder capacity >3000cc 
8703.31.90 Other vehicles with diesel …engine of cylinder capacity =<1500cc 
8703.90.10 Other motor vehicle for racing, driver only 
8703.90.90 Other motor vehicles for the transport of persons ,n.e.s 
8704.21.20 Motor vehicles for the transport of goods being double cab vehicles 
8704.31.20 Double cab/twin cab petrol engine 
9504.20.00 Articles/accessories for billiards of all kinds 
9504.30.00 Other games ,operated by coins, banknotes, bankcards, tokens or by other  

means of payment etc. 
   

For more information follow this link http://www.taxmatrix.co.zw/?p=16686 
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ZIMRA Public notice on SI253A 
Meanwhile the ZIMRA has published public notice number 47 of 2018 in order to provide guidance on 
the operation of SI253A of 2018 and to ensure uniformity of application of the SI. The following 
guidelines are to be used in the clearance of the designated foreign currency dutiable goods.   
1 Every person who has any designated goods under Customs or Bonded Warehouses shall pay duty 

in foreign currency (person include companies).  
2 The detained, seized and warehoused designated foreign currency dutiable goods shall be exempted 

from payment of duty in foreign currency provided that: 
 The person obtains an approval for exemption from the Regional Manager within forty-two days, the 

period starts from 22 November 2018 to 3 January 2019. 
 Motor vehicle imported under the suspension of duty for the physically handicapped persons, VAT 

payable shall be exempt from the provisions of the Statutory Instrument 252 A of 2018. 
 

Process of obtaining exemption approval: 
The person clearing any designated foreign currency dutiable goods, which require an exemption, shall 
lodge an application to the Regional Manager through the Station Manager at the port of entry through 
which the goods are being imported. The following documents are required in support of the application: 
 The written application through the station manager requesting for exemption 
 The Receipt for Items Held (R.I.H) 
 Bill of entry if already processed 
 Notice of Seizure 
 Postal Detention Notice 
 Invoice for the goods / Till Slip 
 Proof of payment being telegraphic transfer or bank statement 
 Proof of travel if applicable 
 Proof of consignment such as Airway bill, bill of lading, Rail Advise, Road consignment 

note/Manifest etc. and any other relevant supporting transaction documents. 
The Regional Manager shall process the application and directly communicate to the taxpayer. Once the 
decision has been received, the taxpayer must approach the Station Manager and finalise the clearance 
process. If the client is not satisfied with the decision made by the Regional Manager, an appeal may be 
submitted through the Regional Manager for the Commissioner’s consideration. (Source: ZIMRA 

Website https://www.zimra.co.zw/). 
 
Decision Impact 

Payment of duties and taxes in foreign currency will create more revenue for the government and at 
the same time discouraging taxpayers from making unnecessary importations as foreign currency gets 
scarce. This will also assist in resolving the issue of balance of payment and current account as alluded 
to by the Minister of Finance and Economic Development Mr Mthuli Ncube during his the 
presentation of his  maiden 2019 National Budget.  

 

 

 

 

 

 

https://www.zimra.co.zw/
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3. Court Cases & Appeals 
3.1 Court Appeal 
3.1.1  Single supply with different VAT treatment. 

The Facts 

 
The taxpayer a South African VAT vendor, manufactures and distributes alcoholic beverages in South 
Africa under a variety of brands, not as owner of the brands, but in terms of an exclusive rights 
distribution agreement entered into with foreign offshore entities (the ‘brand owners’). In doing so it 
uses the brand owners’ trademarks and intellectual property. The brand owners invest in the advertising 
and promotion (‘A&P’) of the brands to build and maintain brand recognition and perception, in order 
to generate sales and sustainable long-term cash flow by way of enhanced brand equity. The taxpayer 
provides a single supply of an A&P service to the foreign brand owners, using its subsidiary and joint 
venture partner, Brandhouse Beverages (Pty) Ltd (‘Brandhouse’) under an outsourced arrangement. For 
the A&P service provided, the taxpayer invoices the foreign brand owners a fee calculated based on the 
annual amount spent on A&P expenditure. No distinction is made on the tax invoice of the services 
rendered to the brand owners and goods consumed within South Africa. The funding of A&P 
expenditure is split between the taxpayer and brand owners on a 50:50 basis up to 15% of net sales value 
for the brand in question, above which the brand owner funds the balance. The taxpayers’ costs include 
advertising and promotional costs, including expenditure incurred in relation to goods which take the 
form of promotional products distributed locally. The CSARS raised additional VAT assessments 
against the taxpayer in respect of the goods part of the supply of the A&P service provided by the 

Case name The Taxpayer v Commissioner for the South African Revenus Service (Case 

no: VAT 1558) 

Facts  The taxpayer, a South African VAT vendor, manufactures and distributes 
alcoholic beverages in South Africa under a variety of brands not as owner of 
the brands, but in terms of an exclusive rights distribution agreement entered 
into with foreign offshore entities (the ‘brand owners’). 

 The taxpayer provides a single supply of an A&P service to the foreign brand 
owners, using its subsidiary and joint venture partner, Brandhouse Beverages 
(Pty) Ltd (‘Brandhouse’) under an outsourced arrangement.  

 For the A&P service rendered, the taxpayer invoices the foreign brand owners a 
fee calculated based on to the annual amount spent on A&P expenditure.  

 No distinction is made on the tax invoice of the services rendered to the brand 
owners and goods consumed within South Africa.  

 The funding of A&P expenditure is split between the taxpayer and brand owners 
on a 50:50 basis up to 15% of net sales value for the brand in question. 

 The taxpayer’s costs include advertising and promotional costs, expenditure 
incurred in respect of goods namely promotional products distributed locally.  

 The CSARS raised additional VAT assessments against the taxpayer in respect 
of the goods part of the supply of the A&P service provided by the taxpayer to 
the brand owners, arguing that the supply of promotional products locally was 
deemed a separate supply of goods in terms of s 8(15). 

Jurisdiction   Tax Court ,Cape Town 

Issues for 

determinatio

n 

 Whether, in terms of s 8(15) ‘if separate considerations had been payable’ 
different VAT rates would have applied and if so whether ‘each part of the 
supply concerned shall be deemed to be a separate supply’. 

Date of 

decision 

 5 December 2018 

Decision   The appeal is dismissed and the additional assessments raised against the 
taxpayer by the Commissioner are hereby confirmed. 
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taxpayer to the brand owners, arguing that the supply of promotional products was deemed a separate 
supply of goods in terms of s 8(15). 
 
Relevant Legislative provisions  

South Africa (VAT Act) Zimbabwean equivalent  (VAT Act)  
Sect  Detail  Sect  Detail  
s8(15)  For the purposes of this Act, where a 

single supply of goods or services or of 
goods and services would, if separate 
considerations had been payable, have 
been charged with tax in part at the rate 
applicable under section 7 (1) (a) and in 
part at the rate applicable under section 
11, each part of the supply concerned 
shall be deemed to be a separate supply.’ 
 

s7(13)  For the purposes of this Act, where a 
single supply of goods or services 
would, if separate considerations had 
been payable, have been charged with 
tax in part at the rate applicable under 
paragraph (a) of subsection (1) of 
section six and in part at the rate 
applicable under section ten, each part 
of the supply concerned shall be 
deemed to be a separate supply 

s11(2)(l)  Where, but for this section, a supply of 
services…would be charged with tax at 
the rate referred to in section 7(1), such 
supply of services shall… be charged 
with tax at the rate of zero percent where 
–… 
(l) the services are supplied to a person 
who is not a resident of the Republic, not 
being services which are supplied 
directly -… 
(ii)in connection with movable 
property…situated inside the Republic at 
the time the services are rendered…’   
 

s10(2)(l)   Where, but for this section, a supply of 
services would be charged with tax at 
the rate referred to in subsection (1) of 
section six, such supply of services 
shall, subject to compliance with 
subsection (3) of this section, be 
charged with tax at the rate of zero per 
centum where—..(l) the services are 
supplied for the benefit of and 
contractually to a person who is not a 
resident of Zimbabwe and who is 
outside Zimbabwe at the time the 
services are rendered, not being 
services which are supplied directly in 
connection with.... ((ii) movable 
property situated inside Zimbabwe at 
the time the services are rendered…. 

 

Competing Arguments 
 
Issue Taxpayer  

 Whether, in 
terms of s 
8(15) ‘if 
separate 
considerations 
had been 
payable’ 
different VAT 
rates would 
have applied 
and if so 
whether ‘each 
part of the 
supply 
concerned 

 That the assessments and interest be set aside since s8 (15) can only apply to 
different, independently cognisable services supplied together, when such 
supplies could sensibly have been supplied separately for their own sake. 

 That it is contracted to provide a single A&P service to the brand owners in order 
to build and maintain brand recognition and growth for brand owners.  

 That in achieving this, its subsidiary distributed the tasting stock and promotional 
materials directly to members of the public not as an aim in itself but to preserve 
and enhance brand equity for foreign brand owners.  

 That the distribution of these goods was merely a facet of the A&P service 
supplied and not a distinct supply.  

 That it was functionally no different from the distribution of other promotional 
or advertising material such as flyers or pamphlets.That the whole supply should 
be zero-rated since it constituted the provision of services and separating the 
supply of goods from the provision of the A&P service would distort the 
functioning of the VAT system.  
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shall be 
deemed to be a 
separate 
supply’. 

 That separation would require an impractical or unbusiness like interpretation of 
s 8(15), one which is commercially unrealistic, artificial and narrow (Natal Joint 
Pension Fund v Endumeni Municipality 2012 (4) SA 593 (SCA) at para 26).   

 That an interpretation and application of s 8(15) should not lead to an absurd 
result where the supply of the same goods would carry two independent VAT 
effect: a supply for no consideration and a taxable supply for consideration 

 That as held in Commissioner for the South African Revenue Service v NWK Ltd 
2011 (2) SA 67 (SCA); and Roshcon (Pty) Ltd v Anchor Auto Body Builders CC 
and Others 2014 (4) SA 319 (SCA) an analysis of the economic nature of the 
transaction is required in order to determine its commercial reality.  

 That based on Commissioner, South African Revenue Service v British Airways 
plc in which the “separate service” was found not to have been supplied by the 
taxpayer, the only cognisable supply of goods was made by Brandhouse directly 
to the customer (i.e. the member of the public) and not by it to the brand owners.  

 That based on foreign jurisprudence it is artificial to separate the single A&P 
service supplied to the brand owners when it is economically dissociable into 
component parts; and that s 8(15) does not impel otherwise 

 That it is contracted only to provide a service to brand owners, with no 
enforceable obligation to supply any goods to the brand owners. 

 That it would be artificial and incorrect to find that a ‘supply of goods’ had been 
made by it to the brand owners when the subsidiary gives items away to third 
parties to whom the brand owners have no contractual or other obligation. 

 That for VAT purposes, this constituted a supply from the subsidiary to the end 
consumer for no consideration and at nil value under s 10(23).  

 That if the subsidiary charged the recipient a fee for the tasting, for example, that 
fee would attract VAT payable by the recipient.  

 That the giveaways of promotional items ‘to’ the brand owners cannot be 
elevated to an independent supply warranting separate VAT treatment under s 
8(15) since it is not an aim in itself. 

 That it would lead to absurd or commercially unrealistic consequences when the 
distribution of promotional goods is no different from the distribution of 
promotional material, which are a means to enhance and promote the brand.  

 That s 8(15) can only apply to different, independently cognisable services 
supplied together, which could sensibly have been supplied separately for their 
own sake and own consideration, and not to a single, non-dissociable service.  

 That a common sense approach to the matter is required to determine what the 
brand owners are contracting to receive from it in exchange for its fee.  

 That it is distinguishable from where a single consideration is given for different 
things in a composite supply when the multiple supplies are economically 
dissociable in which case each component supply should be accorded its own 
independent VAT treatment, even if a single consideration is paid.  

 That the supply made to brand owners constituted a supply of services and not 
goods and the zero-rated provisions of s 11(2) (l) should be applied since the 
supply was to the non-resident brand owners. 
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Issue The SARS 

Whether, in 
terms of s 
8(15) ‘if 
separate 
consideratio
ns had been 
payable’ 
different 
VAT rates 
would have 
applied and 
if so whether 
‘each part of 
the supply 
concerned 
shall be 
deemed to be 
a separate 
supply’. 

 That the proper interpretation of s 8(15) allows for separately cognisable supplies of 
services and goods, supplied as a single supply, to receive separate VAT treatment 
where the jurisdictional requirements are present.  

 That in this matter a single supply has been rendered by the taxpayer to foreign brand 
owners of both goods and services; only one consideration is payable 

 That if the supply of the goods/services or goods and services had been charged for 
separately, part of it would have been standard-rated and another zero-rated.  

 That once an apportionment is capable of being made this is the end of the enquiry.  
 That although the taxpayer invoiced the brand owners for the supply of an A&P 

service and not for goods, the single supply it provided was for both identifiable 
goods and services, and the expenditure incurred for both goods and services. 

 That from its agreement with the foreign brand owners and the evidence provided, it 
was possible to separate the fee paid for promotional products. 

 That it is artificial for the taxpayer to accept that it incurred A&P expenditure for 
goods and services which it could recover from the brand owners, but then contend 
that such recovery did not include the expenditure for goods but only services when 
factually the recovery of A&P expenditure was for both goods and services supplied. 

 That based on Commissioner, South African Revenue Service v De Beers 
Consolidated Mines Ltd, 2012 (5) SA 344 (SCA) at para 54 care must be made when 
placing reliance on foreign case law.  

 That on this basis foreign concepts such as whether a single supply is ‘economically 
dissociable’ do not apply in the current case since they arise in the context of there 
being no apportionment provision in European VAT law. 

 That as a result those courts have had to develop a jurisprudence to determine when 
and in what circumstances it is appropriate to regard a composite service as separate 
supplies, which is not what is contemplated under s8(15). 

 That s 8(15) contemplates a deeming provision namely a state of affairs that does not 
in fact exist but is to be taken to exist. 

 That if separate considerations had been payable by the foreign brand owners in 
respect of the single supply made by the taxpayer, this would have resulted in VAT 
charged in part at the standard rate and in part at the zero rate, with each part of the 
supply of goods and services deemed to be a separate supply. 

 That therefore the supply of goods was deemed to be a separate supply for purposes 
of s 8(15), with the goods not exported being the supply that is standard rated 

 That the taxpayer is liable for the VAT under s 8(15) in respect of A&P costs incurred 
by it and its appeal ought to be dismissed, with the additional assessments confirmed. 

 

Court Decision and reasoning  

Issue  Court reasoning and decision  
Whether, in 
terms of s 
8(15) ‘if 
separate 
consideratio
ns had been 
payable’ 
different 
VAT rates 
would have 

 That s 8(15) applies where there is a single supply of goods or services, or of both by 
one vendor.  

 That it contains a deeming provision in terms of which the composite parts of a single 
supply are deemed to be separate supplies where, if the goods or services or both had 
been supplied separately, each would have attracted a different VAT rate, namely zero 
rate and standard rate 

 That in the current matter a single A&P service was supplied by the taxpayer  to brand 
owners for which it was paid a fee (‘one consideration’) towards costs of providing 
the A&P service 

 That in Commissioner, South African Revenue Service v British Airways plc 2005 (4) 
SA 231 (SCA) at para 11. in which s 8(15) was found not to apply, it was stated that: 
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applied and 
if so 
whether 
‘each part of 
the supply 
concerned 
shall be 
deemed to 
be a 
separate 
supply’. 

‘A “single supply of services” is only capable of notional separation into its 
component parts, as contemplated by the section, if the same vendor supplies more 
than one service, each of which, had it been supplied separately, would have attracted 
a different tax rate. If that was not so there would be no parts of the “single supply of 
services” by the vendor capable of notional separation from one another.’ 

 That whether a notional separation of parts of the single supply made by the taxpayer 
is possible, regard must be had to the nature of the commercial transaction which 
makes up the single supply.  

 That where it is not possible to separate the single supply into component parts to 
consider if separate considerations notionally could have been payable s 8(15) will not 
apply. 

 That in Card Protection Plan Ltd v Commissioners of Customs and Excise, 1998] 
EUECJ C-349/96.the European Court of Justice warned that a single supply should 
not be artificially split and that the essential features of the transaction must be 
ascertained to determine whether several distinct principal services or a single service 
was being supplied, or whether a supply is ancillary to a principal supply if it does not 
constitute an aim in itself.  

 That the essential features of the transaction should be considered to (i) determine the 
economic or commercial reality of the transaction, (ii) examine the supply from the 
point of view of the consumer, and (iii) avoid a commercially ‘unreal’ situation that 
would result from an overzealous and artificial dissection of the transaction into 
components that are economically not dissociable. 

 That in College of Estate Management v Customs and Excise Commissioners, [2005] 
All ER 933 (HL) it was stated that it would be artificial and incorrect to regard the 
supply of printed materials as ancillary to the supply of educational services when the 
materials were the means by which the students obtained most of their education. 

 That the supply of printed materials could not be regarded as ancillary did not mean it 
should be regarded as a separate supply for tax purposes; and that even where –
‘…several services are performed in a transaction, none of which can be singled out 
as the dominant or principal supply, it may nevertheless be necessary to consider 
whether, for tax purposes, they are properly to be regarded as elements of a single 
supply.’ 

 That the Court in EC Commission v United Kingdom [1988] 2 All ER 557 (ECJ) at 
para 33 found that the provision of the medical service with the supply of medicines 
and other goods, such as prescribed corrective spectacles, ‘is physically and 
economically dissociable from the provision of a service’.  

 That s8 (15) is concerned with a notional separation of supplies ‘if separate 
considerations had been payable’ and not with whether a transaction consists for VAT 
purposes of a single composite supply or multiple supplies in the absence of a deeming 
provision.  

 That determining for purposes of s 8(15), if separate considerations are notionally 
payable does require the economic nature and commercial reality of the transaction to 
be considered, but there is no requirement such notional separation avoids what may 
be considered to be an artificial dissection of a transaction.  

 That what is required is the identification of a cognisable supply of goods or services 
sufficient to determine what the tax treatment of the notionally separated supplies 
would have been if separate considerations had been payable.  

 That promotional products, as a cognisable supply of goods, were distributed locally 
as part of the A&P strategy where neither taxpayer nor Brandhouse were under 
obligation to them to consumers  

 That the supply of such goods was to increase brand equity and sales for the brand 
owners and fell squarely to be the single A&P service by the taxpayer to brand owners. 

 That the goods supplied locally were not an unrelated supply by Brandhouse to local 
customers for no consideration at nil value. 
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 That from the evidence given it was apparent that it was possible to consider ‘if 
separate considerations had been payable’ whether the supply of promotional goods 
would have attracted different VAT consequences and could be deemed to be a 
separate supply for purposes of s 8(15).  

 That the A&P service supplied was not of such a nature that it made the notional 
separation into separate supplies of services and promotional goods impossible.  

 That the supply of promotional goods locally may have been a facet of the A&P 
strategy does not mean that it is not capable of notional separation, nor the supply of 
such goods, if deemed a separate supply, result in their double VAT treatment.  

 That in Mouton v Boland Bank Ltd 2001 (3) SA 877 (SCA) at para 13 it was stated 
that a deeming provision lays down a hypothesis to be ‘carried as far as necessary to 
achieve the legislative purpose, but no further’ and must always be construed 
contextually and in relation to the legislative purpose (S v Rosenthal 1980 (1) SA 65 
(A) 75G-H; Eastern Cape Parks and Tourism Agency v Medbury (Pty) Ltd t/a Crown 
River Safari 2018 (4) SA 206 (SCA) at paras 29 to 34). 

 That it deems something to be when it is in fact not so by indicating ‘a state of affairs 
which does not in fact exist but is to be taken to exist’(In re Dalton, Nuttall & Voysey 
Ltd 1932 NPD 762 at 763). 

 That the supply of promotional goods is a cognisable supply capable of notional 
separation from the total A&P service supplied to brand owners and deemed a separate 
supply  

 That such goods are liable to different tax treatment and does not receive double VAT 
treatment. 

 That they are local supply, not exported but consumed in South Africa and are standard 
rated. 

 That s11 (2) (l) deals with zero-rating of the supply of services and does not apply to 
such a supply. 

 That therefore the taxpayer is liable for the VAT output tax adjustment under s 8(15) 
in respect of A&P costs incurred by it constituting goods, not exported but consumed 
in the South Africa. 

 That the A&P service are zero-rating, whilst the supply of goods capable of notional 
separation in terms of s 8(15) are standard-rated, no matter they were either not 
capable of or not considered for a notional separation from the single supply  

 That based on these reasons, the appeal must fail and the additional VAT assessments 
raised by the CSARS against the taxpayer hereby confirmed.  

Final 
Court’s 
Decision  

 That the appeal is dismissed and the additional assessments raised hereby confirmed. 
 That it matters not that the foreign brand owners did not receive or consume the 

promotional goods and that the local customer did. 
 
Decision Impact 
The decision in this case is important to both South African and Zimbabwean taxpayers supplying a single 
supply capable of separately identifiable as containing standard rated and zero rated elements. It clarifies 
that a single supply with identifiable parts is not the same as a composite supply which comprises a supply 
of more than one item. The margins are however very fine. 
 
3.2 Fiscal Appeal 
Nothing to report on. 
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4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 
4.1.1 Payment of tax in Foreign Currency it’s not news  
 
Background 
The ZIMRA revenue recently published a communique regarding payment of taxes in foreign currency, a 
position ratified by the Minister of Finance and Economic Development Mr. Mthuli Ncube in his maiden 
2019 National Budget Speech and also incorporated in the Finance (No.3) Act, 2018. This is in spite of an 
official held view that the bond note or coin are at par to the United States dollar. One wonders whether 
this is a move by the government to push out the bond notes and introduce the United States Dollar (USD) 
as the main currency of use. It now appears the country is again dollarizing with some businesses already 
charging in USD and quoting exorbitantly in bond notes or coins. For the ZIMRA to request to be paid in 
foreign currency it’s not new. In 2009 when the economy dollarized the legislation was amended to make 
provision for payment of taxes in foreign currency. This article takes a look at some of these provisions. 
 
Law and Interpretation  
Income Tax on Companies 
Paragraph (c) of subsection 1 of section 4A of the Finance Act Chapter 23:04 provides that: 
“Notwithstanding section 41 of the Reserve Bank of Zimbabwe Act [Chapter 22:15] and the Exchange 
Control Act [Chapter 22:05]—  a company, trust, pension fund or other juristic person whose taxable 

income is earned, received or accrued in whole or in part in a foreign currency shall pay tax in the 

same or another specified foreign currency on so much of that income as is earned, received or 

accrued in that currency.(own emphasis).” This provision entails that the Commissioner may declare 
payment of taxes in foreign currency for income that is received or accruing in foreign currency in whole 
or in part. If income is derived in foreign currency taxes must be paid in foreign currency as contemplated 
in the Finance Act and the portion that is received in local currency taxes may be paid in either local or 
foreign currency. For the avoidance of doubt, a company must account properly in its books for income 
that has been received in foreign currency and income received in local currency, despite the purported 
parity of the local currency and USD. 
 
Value Added Tax on supplies  
Section 38(4) of the VAT Act Chapter 23:12 before its repeal by Finance (No.3) Act, 2018 provides that:  
“Notwithstanding section 41 of the Reserve Bank of Zimbabwe Act [Chapter 22:15] and the Exchange 
Control Act [Chapter 22:05], where a registered operator—  
(a)  receives payment of any amount of tax in foreign currency in respect of the supply of goods or services, 
that operator shall pay that amount to the Commissioner in foreign currency;  
(b) imports or is deemed in terms of section twelve (1) to have imported goods into Zimbabwe, that 
operator shall pay any tax thereon to the Commissioner in foreign currency.  
In this subsection “foreign currency” means the Euro, British pound, United States dollar, South African 
rand, Botswana pula or any other currency denominated under the Exchange Control (General) Order, 
1996, published in SI 110 of 1996, or any other enactment that may be substituted for the same.” 
The United States dollar is foreign currency and that is the value of the supply, consequently, VAT is 
chargeable in US dollars as contemplated in the Act. The case of Travel agents T (Pvt) Ltd v ZIMRA 15-
HH-285 buttresses this point wherein Kudya J at page 12 in dismissing a fiscal appeal held that: “The 
value added tax was due in that currency. Had the appellant not abandoned the point, I would have found 
against it. The answer to the first issue would have been that the appellant did not discharge the VAT 
liability by defying the law and paying VAT in a currency of its choice.” 
 
PAYE and other employment obligations 
Paragraph (a) of subsection 1 of section 4A of the Finance Act provides that: “Notwithstanding section 41 
of the Reserve Bank of Zimbabwe Act [Chapter 22:15] and the Exchange Control Act [Chapter 22:05] — 
a person other than a company, a trust or a pension fund whose taxable income from employment is earned 
in whole or in part in a foreign currency shall pay tax in the same or another specified foreign currency on 
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so much of that income as is earned in that currency.” It is clear that employees that receive salaries in 
foreign currency must pay their pay as you earn (PAYE) in the foreign currency that they receive. 
 
Payments of Withholding taxes (foreign and local)  
Section 4A , subsection 1 paragraph (f) provides as follows: “ Notwithstanding section 41 of the Reserve 
Bank Act [Chapter 22:15] and the Exchange Control Act [Chapter 22:05]—the persons specified in section 
fifteen, seventeen, eighteen, nineteen, twenty, twenty-one, twenty-two, twenty-twoA, twenty-twoB, twenty-
twoF, twenty-twoG, twenty-twoI and twenty-twoJ shall pay the taxes there mentioned in a foreign currency 
to the extent that the amounts from which the taxes are withheld are foreign currency amounts.” In light of 
this provision it is clear that withholding tax on foreign and local payments must be paid in foreign currency. 
The taxpayers must withhold taxes and remit in foreign currency as contemplated in the Act.  
 
Decision Impact 
 
The ZIMRA may have been reluctant in the enforcement of the provision of payment of taxes in foreign 
currency on the basis that the bond note (local currency) and the United States dollar are at par. However 
the use of multi-currency created a problem not only for tax payments but also in financial reporting.  Our 
view is that income received in foreign currency must be accounted for separately despite the purported par 
value between the bond note and United States dollar. The authorities must take the problem head on and 
officially accept the two currencies are not at par and publish convention rate. There is also a problem 
regarding the submission of returns because the Minister has not pronounced in what currency the returns 
are going to be prepared. Lack of separation entails that the two currencies will be combined together and 
could result in absurd result. Purchases or expenditure incurred in local currency or in bond are likely to be 
overstated for purposes of retaining value by the suppliers. Further the law does not specify the mode in 
which the refund will be paid to operators by the ZIMRA. Although it may seem clear that input tax will be 
claimed in the currency in which taxes have been paid, the challenge remains with the payment of refund 
because of mixed currencies. We also do not foresee the ZIMRA refunding in foreign currency. Meanwhile, 
the ZIMRA must redesign its forms, returns and the e-filing system for them to accommodate the payments 
in foreign currency.  
 
4.1.2 The crisis regarding 10% withholding tax on payments to farmers  
 
Background  
Sometime in May 2017 the Zimbabwe Revenue Authority raided the tobacco auction floors wanting to 
collect 10% withholding tax on payments made to farmers not in possession of tax clearances. It required 
Ministerial directive to stop the move and eventually the Finance Act 2018  amended s80 of the Income 
Tax Act, Chapter 23:06 in order to provides for exemption from 10% withholding tax contracts for the 
purchase of auction or contract tobacco in terms of which tobacco levy may be required to be withheld.  
The law cleared the status of purchases of tobacco but left the purchases from the rest of farmers exposed 
to the 10% withholding tax where no tax clearance has not been availed. The general understanding has 
been that farmers were dispensed with the need to produce tax clearance, an understanding that emanated 
from the public notice issued by the ZIMRA sometime in 2009. At issue is whether tax liability for 10% 
withholding tax would arise in terms of s80 where a farmer other than a tobacco farmer has not availed 
his/her tax clearance (ITF263) or the ZIMRA is legitimately expected to be bound by its public notice 
exempting purchases from all farmers from withholding tax. This is against the opposing view in the 
recent Delta case, putting taxpayers at cross roads regarding whether they should deduct the tax in respect 
of payments to farmers that are not supported by tax clearances.     
 
Law and Interpretation  
10% withholding tax on local contract is dealt with under s 80 of the Income Tax Act, Chapter 23:06. It 
is deducted on any payment made to a local counterparty (supplier) which has no tax clearance. It is a 
requirement for all engaged in trade to be in possession of tax clearance in order not to suffer 10% 
withholding tax on payments made to them. A trade is defined under section 2(1) of the Income Act 
Chapter 23:06 as including “any profession, trade, business, activity, calling, occupation or venture, 
including the letting of any property, carried on, engaged in or followed for the purposes of producing 
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income….” There is no doubtful that farmers are carrying on trade. Meanwhile the s80 has listed payments 
that are exempt from 10% withholding tax as including payments in settlement of a delictual claim against 
the State or a statutory corporation; payments for remuneration to employees,  purchases by individuals 
not in trade from shops and purchases of  auction or contract tobacco. Apart from purchases from tobacco 
farmers, purchases from other farmers are subject to 10% withholding tax in the absence of a valid tax 
clearance.  
 
ZIMRA Public notice exempting farmers 
The historical background on which the exemption is based dates back to sometime in 2009, whereupon 
the ZIMRA issued a public notice indicating that payments for the supply of farm produce and livestock 
to farmers were exempt from the application of s80. It is important to stress that the public notice is not 
an advance tax ruling that is provided for in terms of section 34D of the Revenue Authority Act Chapter 
23:11 which provides that: “The Commissioner-General may, in accordance with the Fourth Schedule, 
make an advance tax ruling on any provision of any of the Acts specified in the First Schedule, whether 
on his or her own initiative or any application by any person interested in a transaction that is or may be 
liable to tax.”. Paragraph 10 of the said schedule deals with binding general rulings, which in our view 
would have been the status of the public notice had it met all the requirements of the proviso. It provides 
that: “(1) The Commissioner-General may, at any time, make binding general rulings. 
(2) A binding general ruling may be effective for either— 
(a) a particular year of assessment or other definite period; or 
(b) an indefinite period. 
(3) A binding general ruling must state— 
(a) that it is a binding general ruling made under this paragraph; and 
(b) the provisions of the relevant Act which are the subject of the binding general ruling; and 
(c) either— 
(i) the year of assessment or other definite period for which it applies; or 
(ii) in the case of a binding general ruling for an indefinite period, that it is for an indefinite period 
and the date or year of assessment from or beginning with which it applies. 
(4) Subject to subparagraph (3), binding general rulings may be issued in such form and in such manner 
as the Commissioner-General may prescribe, including but not limited to interpretation notes and practice 
notes. 
(5) A publication or other written statement shall not be considered as a binding general ruling unless it 
contains the information prescribed by subparagraph (3).” Subparagraph 5 is clear that a publication or 
other written statement shall not be considered as a binding general ruling unless it states: that it is a 
binding general ruling; the provisions of the relevant Act which are the subject of the binding general 
ruling and the year of assessment or other definite period for which it applies. In light of the forgoing a 
public notice by the ZIMRA cannot be construed to be an advance tax ruling as contemplated in section 
34D, and is not binding on the ZIMRA. The case of Delta Corporation Ltd v ZIMRA (Case No. 15-HH-
621) is also relevant to these facts. In this case the Delta had inquired with the ZIMRA on the treatment 
of withholding tax on bonus shares to shareholders and got a response from the Commissioner General 
that there was no withholding tax. The ZIMRA then deviated from this position and sort to rectify the 
error in law in retrospect. The court held in dismissing Delta’s appeal, that: “Sight should not be lost of 
the fact that tax law is strict liability law. The fact that the respondent’s predecessor made a mistake upon 
which it relied does not save the appellant.”  The fact that the public statement was made does not mean 
that that was the correct position of the law especially given the fact that the legislature has clarified the 
position of the law in the Act. The omission of other farmers from exception of s80 is clear that the 
legislature did not intend to cover the rest of the other farmers other than the tobacco farmers. The words 
of Hlatshwayo J in dismissing the Delta appeal cited supra held that: “The point here is that the appellant 
cannot require the respondent to continue acting unlawfully in order that its actions be fair. The main duty 
on the respondent is to act lawfully and in demanding the withholding tax, it acted lawfully. There is no 
question of the respondent acting unfairly when it acts in accordance with the law, in other words lawfully. 
Implicit in lawfulness is fairness.” This position as outlined in this Delta weakens the position of farmers 
other than tobacco famers regarding their exemption from 10% withholding tax on the pretext of the 
ZIMRA public notice.  
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Case for legitimate expectation 
The doctrine of legitimate expectation is a doctrine of administrative law. The sources of administrative 
law in Zimbabwe are the Constitution in particular s68 and the Administrative Justice Act Chapter 10:28. 
The doctrine at common law was recognised in the seminal case of Administrator of Transvaal and Others 
v Traub and Others 1989 4 All SA 924 (AD) where it was stated that a person will have a legitimate 
expectation in at least the following two instances: If a state official has clearly promised to make a certain 
decision and does not abide by this promise, or, if an implied promise to make a certain decision can be 
deduced from the actions of the state official. The doctrine was then given legislative recognition by way 
of entrenchment in section 3 (1) of the Administrative Justice Act which provides that: “An administrative 
authority which has the responsibility or power to take any administrative action which may affect the 
rights, interests or legitimate expectations (own emphasis) of any person shall…” The ZIMRA as an 
administrator of taxes in Zimbabwe is also governed by administrative law. The decisions that it makes 
fall within the ambit of an administrative action.  
 
Doctrine of legitimate expectation in tax cases part of our law 
The procedure for legitimate expectation in tax disputes is part of our law. To buttress this assertion is the 
Zimbabwean tax case, Fiscal Appeal Income Tax case no 1674 (2000) 62 SATC 116, where a taxpayer, 
registered operator dealing in motor vehicles, did not raise sales tax on vehicles it sold where these had 
been paid for in a foreign currency. In not charging sales tax, it relied on two letters written by senior 
officials in the Department of Taxes to the effect that where vehicles are bought in foreign currency no 
sales tax was payable. These letters were based on mistaken view of the law. The Commissioner of Taxes 
later demanded payment of sales tax in respect of certain of these sales. The court held that the letters had 
created a legitimate expectation that the policy would be followed until the parties were advised to the 
contrary. Any change of policy should be made operative prospectively so as to enable the taxpayer to 
recover sales tax from those persons paying in foreign currency. As regards the demand for unpaid sales 
tax the court pointed out that – “it would be unfair if the Department, having advised that the sales in 
question were exempt from sales tax, were to be permitted to demand the sales tax. It is not as though the 
appellant has collected the extra money from the buyers of the vehicles and thereby gained greater profits. 
The buyers were advised that the sales tax element was not payable. The change of policy and demand 
for sales tax that was not collected is, in my view, equivalent to a breach of contract or a breach of 
representation.” The court held that the Commissioner had abused his powers by acting in the way he did. 
The assessments against the taxpayer were consequently set aside.  
 
Doctrine of legitimate expectation applicable under the circumstances 
Although it is appreciated that the public notice is not binding on the ZIMRA, it created a legitimate 
expectation on affected taxpayers. The requirements for legitimate expectation based on an express 
promise or the existence of a regular practice are clearly set out in the case of Matake & Ors v Ministry 
of Local Govt & Ors HB-93-07. The judge listed the requirements as follows: “(1) The representation 
underlying the expectation must be clear, unambiguous and devoid of relevant qualification; (2) The 
expectation must be reasonable; (3) The representation must have been induced by the decision-maker 
and (4) The representation must be one which it was competent and lawful for the decision-maker to make 
without which reliance cannot be legitimate.” Testing these requirements to the facts in casu, it is 
unequivocal that they all met. The public notice that the ZIMRA made in 2009 is clear and unambiguous 
representation that payments to farmers for their produce are not subject to 10% withholding tax in terms 
of s80 of the Income Tax Act. Under the circumstances, the expectation is not unreasonable given the fact 
that an attempt to tax tobacco farmers was faced with stiff resistance which resulted in an exemption being 
placed in the Act.  
 
Decision Impact  
In summation, the provisions of section 80 are indicating an exclusion of other farmers from the exception 
from withholding tax for lack of tax clearance. Furthermore, the general practice and public notice made 
by the ZIMRA gives rise to a legitimate expectation for farmers. The impact to taxpayers if ZIMRA were 
to disregard its public notice could run into millions of dollars given that the law currently empowers the 
Commissioner to make assessment for the last six years. Although it clear from the Delta case that the 
ZIMRA is empowered to collect taxes even where it has erred in advising tax was not due, the legislator 
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must ratify the ZIMRA public notice for the periods in question to avoid crippling some taxpayers who 
did not withholding tax on payments to farmers.   
 
4.1.3 Transfer-Pricing Penalties Introduced  
 
Background 
Zimbabwe introduced transfer pricing legislation in 2014 but repealed and reintroduced it with effect from 
1 January 2016. The legislation which is in terms of s98B as read with the 35th of the Income Tax Act 
Chapter 23:06, requires companies dealing with associated enterprises to satisfy the arm’s length test in 
relation to the price charged for goods, services or intangibles that are sold to or exchanged with such 
associated enterprises. That means the price for any service between the parties must be of fair market value 
or consistent with the price that would have been charged to an unrelated party.  The transfer-pricing rules 
apply, in general terms, to any transaction or series of transactions between a taxpayer and a non-resident 
person with whom the taxpayer is not dealing at arm’s length as well on transactions of resident associated 
enterprises. Five methods are stipulated in the law as usable when testing whether the transaction is at arm’s 
length namely; Comparable Uncontrolled Price Method, the Resale Price Method,   the Cost plus Method, 
Transactional Net Margin Method, and the Transactional Profit Split Method. If a transaction is not 
consistent with the arm’s length, the Commissioner is empowered to make adjustment raising an assessment 
for additional tax.  Despite being enacted in 2016, the transfer pricing legislation mentioned no penalty for 
non-compliance with transfer pricing rules which somehow appeared enshrined in the general penalty 
provision s 46 of the Income Tax Act, Chapter 23:06. The Finance (No.3) Act, 2018 has proposed to correct 
this by introducing graduated penalties for specified acts of non-compliance discussed below. 
 
The law and interpretation  
Penalties  
The Finance (No.3) Act, 2018 is proposing to impose graduated penalties whenever there is a transfer 
pricing adjustment  and (i) there is evidence that the avoidance, reduction or postponement of the liability 
to tax was actuated by the use of fraud or evasion, or (ii) where in the absence  of fraud or evasion, 
contemporaneous transfer pricing documentation does not exist in relation to the transaction giving rise to 
the amended assessment, or does not comply with the Transfer Pricing guidelines, or (iii) where 
contemporaneous transfer pricing documentation exists in relation to the transaction giving rise to the 
amended assessment and complies with the guidelines prescribed in the Thirty-Fifth Schedule. This is 
summarized to include the penalty levels as follows: 

No.  Offence committed  Penalty level  
1 Evidence that the avoidance, reduction or postponement of the 

liability to tax was actuated by the use of fraud or evasion. 
100% of shortfall tax 

2 Lack of contemporaneous transfer pricing documentation to support 
the transaction giving rise to the amended assessment 

30% of shortfall tax  

3 Non-compliance with Transfer Pricing Guidelines 30% of shortfall tax  
4 Taxpayer complied with 2 & 3 above, but assessment raised 10% of shortfall tax 

 
Meanwhile in cases 2 – 4 shown in the table the evidence that the non-compliance with TP rules was 
actuated by use of fraud or evasion must be lacking.  Cases 2 & 3 are mutually exclusive implying penalty 
stays at 30% whether both or any of the events occurs. The penalties are in addition to tax due on the 
adjusted assessment.   
 
Documentation Requirements 
The regulations require that taxpayers maintain an extensive list of documentation and provide it to the 
ZIMRA within 30 days of a request in connection with an examination. In addition, most of these items are 
required to be in existence when the return is filed. In general, taxpayers must provide a detailed summary 
of the business (including organizational structure) and a detailed description of all controlled transactions. 
The taxpayer is also required to provide support for the transfer pricing methodology selected, including an 
analysis of why that method was selected compared to other methods, and the economic analysis supporting 
that as the best method. Those concerned with the above documentation requirements and penalty avoidance 
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should consider having a transfer pricing study performed. The Finance Bill is amended to require every 
person who or will engage in a transaction involving associated enterprises to submit a return to the 
Commissioner in the prescribed form requiring disclosure of the details of the transaction or contemplated 
transaction. The Commissioner, in the exercise of his or her powers under s37 (10) may therefore require 
any person to make a return in the prescribed form. 
 
Decision Impact 
The significant documentation requirements and threat of penalties impose serious consequences on 
taxpayers that fail to meet or support that standard. As such, all associated enterprises should consider 
reviewing their documentation practices and must operate carefully in the transfer pricing area in order to 
avoid potential tax penalties. The penalties are linked to the adjustment and where the Commissioner has 
not effected adjustment it appears there are no penalties. Finally, taxpayers ought to be proactive in 
preparing proper documentation in order to help avoid the application of penalties and perhaps should take 
additional steps to ensure that reasonable efforts have been made.  
 
4.1.4 VAT registered taxpayers to brace up for new tax  
 
Background  

 
Last week on Thursday, the 13th of December 2018, the government published a revised Finance (No.3) 
Act, 2018  (“the Finance Bill”) which adds few other proposals whilst refining some of the proposals of the 
first draft and the National Budget Speech published on the 22nd of November 2018. But what is intriguing 
is the new definition of imported services in the revised bill which is not good news for VAT registered 
taxpayer. If you are VAT registered taxpayer a new tax is coming your way over and above the 2% IMTT. 
It is all about austerity for prosperity this season! 
 
The law and interpretation  
The new definition  
The new term imported services means “a supply of services that is made by a supplier who is not resident 
in Zimbabwe or carries on business outside Zimbabwe to a recipient who is a resident of Zimbabwe to 
the extent that such services are utilised or consumed in Zimbabwe;”. It implies any person who utilises 
or consumes in Zimbabwe imported services whether or not for private or business purposes, or whether 
a registered VAT operator is or not is deemed to be a recipient of such services.  The old law restricted 
the definition to such services imported and “utilized or consumed in Zimbabwe otherwise than for the 
purpose of making taxable supplies”. Therefore if one was to utilise or consume the imported services 
for use, consumption or supply for purposes of making taxable supplies (standard or zero rated supplies), 
which was usually the case with VAT registered taxpayers, these would not be deemed imported services. 
The revised bill changes all that and intends to widen the tax base to include services imported by 
registered operators. Although it is apparently difficult to enforce, individuals not in business are also 
liable to pay VAT upon importation of services by them.  
 
Resident person  
The recipient of the services must be a resident of Zimbabwe who acquires services from a foreign 
supplier or a supplier carrying on a business outside Zimbabwe. The term resident person is in terms of 
the law any person, other than a company, who is ordinarily resident in Zimbabwe or a company which 
is incorporated in Zimbabwe. Any other person or company is deemed to be a resident of Zimbabwe to 
the extent that such person or company carries on in Zimbabwe any trade or other activity and has a fixed 
or permanent place in Zimbabwe relating to such trade or other activity. 
 
Charging of VAT on imported services 
VAT on imported services is paid by the resident person importer of services in terms of the law at the 
rate of 15% of the open market of such services.  The supplier of services must be a non-resident person 
or carrying on business outside Zimbabwe. It does not apply in cases where a non- resident person 
(including a company) has a fixed place of business in Zimbabwe e.g. a branch or some other permanent 
establishment located in Zimbabwe or is VAT registered in Zimbabwe.  In Tax Court case (VAT 144 
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[2006] JOL 17138 (TC)) it was held that if a foreign supplier regularly and continuously renders services 
in a country, the foreign supplier is carrying on a trade in the country. It must register and account for 
VAT itself, in which a case the recipient of the services is not liable for VAT on imported services.  
 
Accounting for VAT  
The recipient of the service must account for the VAT on imported services and pay the VAT to the 
ZIMRA within 30 days from the date of the foreign supplier’s invoice, or when payment is made, 
whichever is earlier. The importer should at the same time furnish the ZIMRA with a declaration, namely 
VAT return. The value on which the VAT is payable is the greater of the value of the consideration for 
the supply, or the open market value of the service.   
 
Exemptions from imported service 
The law exempts imported services of which if they were being supplied in Zimbabwe would be either 
zero rated or exempted. An example is where one imports actuary services, medical services, financial 
guarantee, suretyship, educational service etc. These services are ordinarily exempt in terms of the law. 
To the extent that the services are utilised or consumed outside Zimbabwe by a resident, VAT charge 
shall not apply. In other words, VAT on imported services applies to services which would ordinarily be 
subject to VAT at 15% had they been supplied by a supplier dealing in taxable supplies. 
 
Withholding tax on imported service 
Imported services may also trigger non-resident tax on fees (NRST) in terms of s30 as read with the 17th 
Schedule to the Income Tax Act, Chapter 23:06. The law defines fees as any amount paid in respect of 
services of a managerial, consultative, administrative or technical in nature. Fees paid by a resident payer 
regardless of where the payment is effected from or the place the services are rendered are subject to 
NRST. The rate of tax is 15% of gross fees subject to any provision of tax treaty in existence between the 
resident person’s country of residence and Zimbabwe. A tax treaty may either reduce or eliminate the 
withholding tax liability and you are advised to consult the relevant tax treaty for details. The tax must 
be remitted to the ZIMRA within 10 days of date of invoices of services or actual payment of fees to a 
non-resident whichever occurs first, or within some other period approved by the Commissioner.  
 
Decision Impact 
In conclusion all services rendered by foreign suppliers to Zimbabwean recipients are now deemed 
imported services under VAT Act. It does matter anymore whether the recipient uses or consumes the 
service in the course of making taxable supplies, but if the services are consumed outside Zimbabwe they 
are not considered to be imported services. Similarly, if the foreign supplier is required to register and 
account for VAT in Zimbabwe, the service is not an imported service. Thus the new law imposes an extra 
tax burden on the part of VAT registered taxpayers. They must brace up for the new tax come 1 January 
2019. It becomes important for them to evaluate the need of such services or where they are unavoidable 
evaluate how the cost is to be absorbed. Note that services procured from local VAT registered taxpayers 
may be attractive because the operator will be entitled to reclaim input tax incurred if such services were 
acquired for use, consumption or supply for purposes of making taxable supplies. 

4.2 Announcements 
4.2.1 ZIMRA publishes its FCA nostro (USD) accounts  
Background  
The ZIMRA has issued public notice number 45 of 2018 notifying taxpayers of its FCA nostro (USD) 
accounts for purposes of paying taxes in foreign currency. This follows the recent announcement by the 
Minister of Finance and Economic Development Mr Mthuli Ncube in his maiden 2019 National Budget to 
require taxpayers receiving their payments in foreign currency to pay taxes in foreign currency. This public 
notice operationalise such directive. The contents of the public notice in its verbatim are as follows: 
 
Law and interpretation 
Zimbabwe Revenue Authority (ZIMRA) has noticed that there are businesses that are trading, withholding 
and collecting VAT, PAYE, Capital Gains Tax and other taxes in multi-currencies. Following this 
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observation, ZIMRA has found it necessary to clarify that these businesses should remit taxes in the specific 
currencies in which they collect them without any conversion to RTGS, bond notes, local point-of-sale and 
mobile money. 
 
Clients can remit their multi-currency taxes to ZIMRA through the following FCA Nostro (USD) 
accounts: 

Name of Bank FCA Nostro (USD) Account Number  
CBZ 1122387740107 
ZB 4158-368023-405 

NMB 0000020881933 
FBC 4870033840138 
Standard Chartered 8740007099000 
Ecobank 181197600860401 
Nedbank 11990189627 
Banc ABC 10164886633017 
Stanbic 9140000939535 

 
Clients wanting to remit in hard currencies other than the USD can enquire with the above listed banks 
for the appropriate FCA Nostro accounts. Note that nostro accounts are accounts that are maintained by 
banks with other banks globally i.e.  ‘Nostro Account’ (My account with) ABC Bank’s account with it is 
a ‘Vostro Account’ (your account with me). ‘Nostro’ and ‘Vostro’ are Italian words for “Our” and “Your” 
respectively 
 
Decision Impact  
Taxpayers are urged to follow the directive to pay taxes in foreign currency and to pay into the said 
accounts where the amounts involved are in USD. There are penalties for non-compliance with the 
requirement to pay taxes in the mode of currency (Source: ZIMRA website https://www.zimra.co.zw/).  
 
4.2.2 2019 Tax Clearance ZIMRA issued a public notice  
It is that time of the year once again and there is pushing and shoving everybody looking for a certificate 
of good standing. In terms of s80 of the Income Tax Act, Chapter 23:06 payments made to persons without 
a valid tax clearance are subject to 10% withholding tax.  A Tax Clearance Certificate (ITF 263) is a 
certificate issued by the Commissioner General of the Zimbabwe Revenue Authority (ZIMRA) to a person 
liable to pay tax, provided that the taxpayer’s tax position is satisfactory. It enables a person to trade freely 
without deduction of 10% tax from his turnover. In order to access a tax clearance, taxes due must be paid 
and all outstanding returns and information submitted. ZIMRA accounts must be reconciled. Tax Matrix 
team can assist in this regard and any other tax issues.  For further details on 2019 tax clearances, click 
below to access the ZIMRA public notice.  

https://www.zimra.co.zw/
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Disclaimer Clauses 
 

The information contained in this MTU is for general guidance only and is not intended as a substitute 
for specific advice in considering the tax effects of particular transactions. Whilst a lot of care has been 
taken in the compilation of the information and opinions contained in this publication, no liability is 
accepted for the consequences of any inaccuracies contained in this guide. The information does not 
constitute a legal advice nor can it be relied on in any dispute with the tax authorities and shall not 
constitute any legal or tax opinion in this or any jurisdiction.  The analysis contained in this MTU is based 
on the current legal framework which is subject to change and Tax Matrix (Pvt) Ltd or its employees 
assume no obligation to update or otherwise revise the materials contained in this or any of its MTUs. In 
making their considerations, recipients or people with access to the MTU are advised to make their own 
independent assessments, and, in this regard, to consult Tax Matrix or their own professional advisors 
before taking any action. The information and opinions contained in this MTU is valid as at the date of 
uploading on the website, preparation or compilation, any of its contents may be subject to change without 
notice.  The information contained and opinions contained in this MTU are for the purpose of general 
information (“the purpose”) and for no other purpose.  The company disclaims any responsibility for the 
use of the information contained herein for a different purpose or context. The information contained and 
opinions contained herein must not be copied, published, reproduced or distributed in whole or in part to 
others at any time by the recipients. Tax Matrix (Pvt) Ltd retains all intellectual copyright information 
contained and opinions contained in this MTU.  Recipients should seek the written permission of the 
company before distributing copies of information and opinions contained in the MTU to third parties 
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