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1.  Introduction 

1.1 Executive Summary 
We are honored to present our September 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, courts decisions, announcements and interpretations that bring 

relevancy to the business environment.   

Tax Conference Victoria Falls 2019 

Matrix Tax School hosts 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. 

Key discussion points will include tax and investments in keeping with the government vision of a middle 

economy by 2030.  

The Intermediated Money Transfer Tax rate increased  

The Intermediated Money Transfer Tax was first introduced in 2003, revised in 2009 upon dollarization 

to 5 cents per transaction. This was followed by another revision in March 2018 in order to exempt the 

transactions of less than $10. The latest revision is the 2 cents per value of transaction which was gazetted 

on the 13th October 2018. More importantly, IMTT is a tax that is levied on transfer of money, where a 

financial institution is the transferring agent.   

Preproduction Expenses 

Deductions that are allowed in the determination of taxable income in Zimbabwe are expenditures or 

losses incurred by a taxpayer for the purposes of his trade, alternatively in the production of income as 

long as such loss or expenditure is not of a capital nature as provided for in section 15(2) (a) of the Income 

Tax Act. This is the general deduction formula. However, the law specifies specific expenses that are to 

be allowed as deductions for the purposes of computing taxable income. Preproduction expenses are some 

of the expenses that are specifically mentioned in the Act to be deductible in the calculation of a 

taxpayer’s taxable income and are deductible when trade commences.  

Government putting screws on Public Entities Corporate Governance 

Government is closing in on public sector governance by putting measures in place to ensure there is 

abuse by public servants. To this end it promulgated the Public Entities Corporate Governance Act 

(Chapter 10:31) earlier this year to give effect to Chapter 9 of the Constitution which provides for 

democratic values to be implemented in the administration of public entities. Section 44 and 45 of the 

said Act gives the Minister the power to create regulations that are necessary in giving effect to the Act.  

Income Tax Act Exchange of Information Provision not beneficiary to Zimbabwe   

In a bid to harmonise our laws; according to international best practices and ultimately to protect the fiscus 

from prejudice through artificial profit shifting and non-declaration of proceeds of capital sourced from 

Zimbabwe and invested in another country, our legislature introduced section 91A of the Income Tax Act, 

targeted at fostering the exchange of taxpayer specific information between national tax authorities.  

Section 91A is the domestication of information exchange treaties between Zimbabwe and other foreign 

countries. To date, Zimbabwe has signed more than twelve double taxation agreements with some of those 

having information exchange provisions. The OECD, together with the BEPS Associates, has attained a 

further major step towards increasing tax transparency. However this does not seem to be for the benefit 

of Zimbabwe 

Cases for VAT Self Invoicing 

The hallmark of the effective functioning of the VAT system is premised on proper documentation. Keu 

such documents are tax invoices, credit and debit notes. The mechanics of these documents are contained 

in sections 20-22 of the VAT Act. An invoice should comply with the features outlined in section 20(4) 

of the VAT Act if an operator is to entertain any hope of using to claim input tax. As general practice, an 

invoice is issued by the supplier of goods or services, but is also commercially acceptable that the recipient 

of goods or services issue an invoice. This concept is known as self-invoicing and is properly embraced 

by our VAT law. 
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ZIMRA Courts the telecommunications Industry 

The Zimbabwe Revenue Authority is on the reengagement drive and reaching out to taxpayer. Last month 

it met with the Telecommunication Industry. This industry remains a major key player in the growth of 

our economy. At the end of the second quarter, 8.22% of total excise duty collected was from the 

telecommunications industry. This is in addition to the other taxes that the telecommunications industry 

pays. It argued that our telecommunications industry is the most heavily taxed within the region largely 

because of the special excise duty on airtime which has resulted in our telecommunications industry being 

heavy laden with taxes. With growing perception that the telecommunications industry is heavily 

burdened with taxes, the ZIMRA took the initiative to woo the industry, encourage continued compliance 

and strengthen relationships when it hosted a breakfast meeting with the telecommunications industry 

themed “My Taxes, My Duties - Building my Zimbabwe,”  

 

 

 

 

                                                                                                  M Tapera- Chief Executive Officer 
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1.2 Tax Matrix News and Developments 

1.2.1 Tax Conference Victoria Falls 2019 

Matrix Tax School 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 with confidence against the 

evolving landscape and to make an impact that matters! We are very confident you will find The Tax 

Conference 2019 to be enjoyable and worthwhile. 

 

 

 

 

 

 



 

Page 5 of 25 
 

1.2.2 Taxation books 2018   
Tax Matrix (Pvt) Limited is the leading publisher of taxation books in Zimbabwe. Our books help 

professional students and business people alike solve tax problems without the need to consult tax experts 

and save companies from tax snares. They will be able to ride in tax storms easily and make tax 

compliance easy. Please order a book today!  
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2 Legislation 
 

2.1  Acts 
 

2.1.1 Money Laundering and Proceeds of Crime law revised  

 
With the high level of risk that money laundering activities are posing to countries, governments are 

taking very stringent initiatives to address and curb these activities, Zimbabwe is no exception. The 

country is gathering up all forms of taskforce at a higher level to tackle this issue. Measures for money 

laundering are not only being taken at grassroots level but are being looked into even at top level in any 

organisations that may be mediums of illicit financing. Banking institutions, organisations, companies 

and individuals are all being monitored with transactions being closely scrutinized to make sure they are 

not illicit. Government has already started dealing with potential money illicit catalysts such as money 

changers who have been cleared from the street of late and some suspected illicit cash hubs in the form 

of flea market centers have been closed in the capital city. It is trying to close every potential gap for 

illicit financing in the country which has led to the Money Laundering and Proceeds of Crime Act 

[Chapter 9:24] being amended with the Money Laundering and Proceeds of Crime Act Amendment, 2018 

(No 12 of 2018). Some of the new insertions are as follows: 

 

Policy, Co-ordination and Risk 

A unit for National money laundering and terrorist financing risk assessment and risk mitigation shall be 

established. The unit will be responsible for coordinating the activities and programs of competent 

authorities, financial institutions, designated non-financial businesses and professions for purposes of 

combating money laundering and terrorist financing. The Unit will be assessing or facilitating the 

assessment of the money laundering and terrorist financing risk to which the country is exposed and that 

may arise in relation to new products and new business practices, including new delivery mechanisms 

and the use of new or developing technologies for both new and pre-existing products. 

Anti-Money Laundering Advisory Committee 

A national anti-money laundering advisory committee shall be established which will be advising the 

Minister on policies to combat money laundering and terrorist financing. The committee will be headed 

by the Director General who may issue a directive to financial institutions and designated non-financial 

businesses or professions, prohibiting or restricting business relationships with other financial institutions 

or designated non-financial businesses or professions, as specified in such directive which, in the Director 

General’s opinion, do not adequately implement measures to combat money laundering. A national task 

force shall also be established to promote national co-operation and co-ordination among members and 

make recommendations to the advisory committee. 

Preservation of Secrecy 

Where the Commissioner General is satisfied that any information is required for the purpose of  detecting 

,investigating or preventing a serious offence or combating money laundering or terrorist financing ,the 

Commissioner General shall disclose that information to the Director-General of the Financial 

Intelligence Unit. 

 

Decision Impact 

Coming up with committees at national level to assess the risk of money laundering is a good initiative 

which in our view will lessen illicit financing activities. If institutions and professionals are monitored 

they will put initiatives at their levels to scrutinize the transactions they deal with hence reducing the risk 

of illicit financing. The Commissioner General working hand in hand with the Director General will 

enhance exposure of illicit financing considering ZIMRA has the capacity to monitor and assess 

companies’ financial activities and has the right to access company information. 
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2.2   Statutory Instruments 
 

2.2.1 The Intermediated Money Transfer Tax rate increased 

 
Background 

The Intermediated Money Transfer Tax was introduced on 1 January 2003 at the rate of ZW$500.00 per 

transaction. In 2009 upon dollarization, the rate was revised to 5 US cents per transaction. Section 36G 

of the Income Tax Act provides for the levying of intermediated money transfer tax, whilst the rate is 

fixed in terms of section 22G of the Finance Act (Chapter 23:04). The tax is levied on transfer of money, 

where a financial institution is the transferring agent.  In March 2018, the law was amended in order to 

exempt the transactions of less than $10. The latest revision controversially increases the amount of tax 

to be collected by changing the rate from 5 cents per transaction to 2 cents for every dollar transaction.  

Law and Interpretation 

The Minister has in terms of section 3 of the Finance Act made the Finance (Rate and Incidence of 

Intermediated Money Transfer Tax) Regulations 2018 published in the gazette under Statutory Instrument 

205 of 2018. The effect of these regulations is that section 22G of the Finance Act is repealed and replaced 

with the following provisions: “With effect from the day after the promulgation of these regulations, the 

intermediated money transfer tax chargeable in terms of section 36G of the Taxes Act shall be calculated 

at the rate of zero comma zero two United States Dollars on every dollar transacted on each transaction 

on which the tax is payable:  

Provided that if a single transaction on which the tax is payable is equivalent to or exceeds five hundred 

thousand United States Dollars, a flat intermediated money transfer tax of ten thousand United States 

Dollars shall be chargeable on such transaction.” This has the  effect of revising the rate of IMTT from 

5 cents per transaction to 2 cents on every dollar transacted, subject to a maximum of  2% of US$500 000 

which is US$10 000. The minimum amount of tax is 2% of US$11 which is US$0.22  In addition to the 

forgoing, the regulations insert new definitions in the Thirtieth Schedule to the Income Tax Act (Chapter 

23:06). The following terms have been inserted in the Interpretation section of the Schedule (paragraph 

1) and defined: company; marketable security; money market instrument; nastro foreign currency 

account; pension fund; specified trust account; remuneration and transaction on which the tax is payable. 

So in a nutshell, the Minister has actually amended two Acts of Parliament through these regulations. 

Legal experts have expressed concern over the conduct of the Minister in publishing these regulations. 

Although the Minister is empowered by s3 of the Finance Act to make regulations he considers necessary 

or expedient for the administration of the Act and the better carrying out of its purposes the question that 

stood is whether the Minister has not acted ultra vires. Regulations made may amend or replace any rate 

of tax, duty, levy or other charge that is charged or levied in terms of any Chapter of this Act and shall 

take effect not earlier than the date the regulations are published in the Gazette. Further detail on the 

alleged ultra vires conduct will be dealt with at the penultimate stage of this piece of writing. 

 

Liability for intermediated transfer tax  

Intermediated transfer tax is levied on the transaction between one person to another; one person to two 

other persons and between two persons and one person. The common misconception amongst many 

people is that it is a tax on accounts. This is not true, if a person transfers an amount from his account to 

another of his account, there is no intermediated money transfer tax involved because this is a transfer 

from one person to that same one person. Therefore, for example, your bank to ecocash or telecash wallet 

transfer is not captured by this tax. The diagram that follows demonstrated how the liability is raised: 
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Exempt Transactions  

It is not every money transfer that is mediated by a bank or mobile service provider that attracts the 

intermediated money transfer tax. There are certain transactions that are exempt from this tax. These are: 

i)Transfers to purchase or sale marketable securities (tradable bond, debenture, share, stock and right of 

participation in unit trust) however, immovable transactions are excluded; ii)Transfer to purchase or 

redeem money market instruments ((TBs (Bill or bond), RBZ Bond or Bill, NCD, FDI, corporate bill or 

bonds)); iii)Transfers for payment of remuneration excluding non-executive directors fees, consultancy 

fees, payments to freelance insurance or estate agent, payments to partner by partnership etc.; iv)Tax 

payments and refunds (tax, duty and other charges);v) Intra transfers (transfer between treasury account 

to trading account within the same company) excluding  transfer between companies whether or not part 

of same group; vi)Transfer from specified trust account ( account required to be opened and operated in 

terms of Legal Practitioner Act, Estate Agent Act or Estate Administration Act) to business account 

excluding transfer to a specified trust account; vii)Transfer of money into or from Nostro Foreign 

Currency Accounts; viii)Government transfers (from Consolidated Revenue Account or from funds 

established in terms of s 18 of the Public Finance Management Act); ix)Transfer for pensions 

contributions and pension to beneficiaries (NSSA and Registered Pension Fund) excluding medical aid 

society and benefit fund contributions and pay-outs; x)Transfer to procure, produce or sale (wholesale or 

retail) of petroleum product by licensed petroleum company (petrol, diesel fuel or its derivate or 

substitutes, motor spirit, illuminating paraffin, aviation fuel, power paraffin, liquid petroleum gas and any 

lubricants as by-products of any of these items) and xi) Transfers of value of USD10 (Ten United states 

dollar) or below. The following diagram summarises the exemptions:  
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Excluded Transactions 

The intermediated money transfer tax regime naturally excludes the following transactions: swap deals 

or barter transactions; cash transactions; cheque transactions and financial institution to financial 

institution transactions. 

Decision Impact 

Medical Aid Contributions and medical expenses have been excluded from exemption in the regulations. 

This in our view is against the spirit of the legislation which has been to exempt medical expenses from 

taxation. Exempting these services and contributions reduces the price of healthcare and makes it 

affordable to everyone. This in line with giving effect to the mandate given to government of ensuring 

the provision of basic, accessible and adequate healthcare services throughout Zimbabwe as encapsulated 

in section 29 of the Constitution of Zimbabwe  Amendment (No 20). In addition to the forgoing, it is our 

opinion that school fees should also have been exempt. This reduces the cost of education which is also 

part of our national objectives as more fully appears in section 27 of the Constitution. 

 

It seems that the Minister may have erred at law in making regulations that have the effect of amending 

an Act of parliament without a Bill having been presented for the first reading in parliament as 

contemplated in the Finance Act. Section 3(3) of the Finance Act provides that: “If any provision 

contained in regulations referred to in subsection (2) is not confirmed by a Bill which— 

(a) passes its second reading stage in Parliament on one of the twenty-eight days on which Parliament 

sits next after the coming into operation of the instrument; and 

(b) becomes law not later than six months after the date of such second reading; that provision shall 

become void as from the date specified in the instrument as that on which the rate of tax, duty, levy or 

other charge shall be amended or replaced, and so much of the rate of tax, duty, levy or other charge as 

was amended or replaced, as the case may be, by that provision shall be deemed not to have been so 

amended or replaced.” The procedural irregularities may pose a challenge to the validity of the 

regulations. Ideally, the Minister should have presented the bill for first reading to parliament before 

making the regulations, and the Bill must have been at a stage in which it goes for a second reading in 

parliament where parliamentarians will debate the Bill. The procedure of that should be followed in 

amending an Act of parliament encapsulated in the Standing Orders of Parliament. By-passing parliament 

like what the Minister has done through these regulations is to the detriment of the validity of the 

regulations. 

 

Our further comment is that whilst on paper the rate may simply look like 2 cents per dollar transaction, 

it is actually more than that per transaction because the same money can be transferred more than once 

by different parties as illustrated during our education forums on this tax as follows: 
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3 Court Cases & Appeals 
 

3.1 Court Appeal 

 

3.1.1 Share Incentive Scheme deductibility questioned 

Case name SG Taxpayer v The Commissioner for the South African Revenue Services Case No. IT 

14264  

Facts  The taxpayer was one of the S group of companies and the group’s chief operating 

arm and a wholly owned subsidiary of the group’s holding company (“HoldCo”).  

 During 2004 it was resolved that the taxpayer would adopt and implement a share 

incentive scheme for its key management personnel. 

 This was done through a discretionary trust established and HoldCo was its sole 

beneficiary until 13 December 2010. 

 The Company’s purpose was to provide a valuable incentive to the Eligible 

Participants in the form of an indirect interest in the listed shares of [HoldCo] by 

implementing the NewCo Scheme in accordance with the Rules. 

 The Trust acquired a shelf company (“NewCo”) and the employees were offered 

ordinary shares in NewCo at par value in proportions determined by HoldCo. 

 The employees duly paid cash for these shares, and acquired them, when they 

were issued on 15 December 2004. 

 It was a term of the NewCo shares acquisition that the employees could not deal 

freely with them prior to the expiration of at least 7 years from date of acquisition 

(i.e. at the earliest, 15 December 2011).  

 Those employees who left the taxpayer during this period in fact forfeited their 

shares which were then re-allocated to other eligible employees. 

 On 7 December 2004 the Trust and the taxpayer concluded a contribution 

agreement of R48 million. 

 Once NewCo’s share capital was altered to create 1000 preference shares, the 

Trust subscribed for them by utilising the contribution of R48 million paid to it 

by the taxpayer.  

 On 13 December 2010, after early termination of the scheme, its participants were 

included as beneficiaries of the Trust.   

 Given the manner in which the scheme was structured and implemented, the 

taxpayer’s contribution of R48 million was not repaid to it by the Trust.  

 Despite the dividends having vested in HoldCo, the annual financial statements 

of the Trust for the relevant period reflect that the cash was never actually 

transferred to HoldCo, and a loan in this amount is reflected as payable to HoldCo. 

  After termination of the scheme NewCo was deregistered on 10 December 2012. 

 The taxpayer claimed the contribution of R48 million as a deduction against its 

taxable income in terms of s 11(a) of the ITA.  

 The deduction was spread over the period of the anticipated benefit to be derived 

(7 tax years from 2005 to 2012) in terms of s 23H of the ITA (“the deductions”).  

 
Jurisdiction   Tax Court of South Africa (Capetown) 

Issues for 

determination 

 Whether, as the appellant (“the taxpayer”) contends, there is a sufficiently close 

connection between the contribution of R48 million (“the expense”) paid by it to 

a certain Trust in respect of its own employee management share incentive scheme 

(“the scheme”), and its production of income during the 2005 to 2012 years of 

assessment (“the income”) for purposes of s 11(a) of the Income Tax Act.  
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The Facts 

On 30 November 2004 HoldCo established a discretionary trust and HoldCo was its sole beneficiary until 

13 December 2010. The Trust acquired a shelf company (“NewCo”) and employees were offered ordinary 

shares in NewCo at par value in proportions determined by HoldCo.The employees duly paid cash for 

these shares, and acquired them, when they were issued on 15 December 2004. It was a term of the 

NewCo shares acquisition that the employees could not deal freely with them prior to the expiration of at 

least 7 years from date of acquisition (i.e. at the earliest, 15 December 2011). Those employees who left 

the taxpayer during this period in fact forfeited their shares which were then re-allocated to other eligible 

employees. On 7 December 2004 the Trust and the taxpayer concluded a contribution agreement of R48 

million. On 20 December 2004, once NewCo’s share capital was altered to create 1000 preference shares, 

the Trust subscribed for them by utilising the contribution of R48 million paid to it by the taxpayer. 

NewCo thereafter applied the funding received from the preference share issue to purchase (not subscribe 

for) 8 274 043 HoldCo shares at the prevailing market price at that time. The preference shares issued to 

the Trust were only redeemable after 5 years and carried an accumulated annual market-related coupon 

rate equal to 75% of the South African prime rate.  NewCo paid no dividends during the 5-year period. 

The result was that the taxpayer’s employees, as shareholders of NewCo, became entitled to the 

incremental value of their shares by virtue of NewCo’s investment in HoldCo. 

 

Within the 5-year period the HoldCo shares had appreciated in value exceeding the preference share 

liability. The board passed a resolution on 18 December 2009 that the 1 000 preference shares be 

redeemed for a total consideration of R48 471 714 and that dividends accruing on the preference shares 

from date of issue (18 December 2004) to date of redemption, amounting to R22 562 254, be paid to the 

Trust. The redemption of the preference shares and the payment of dividends were settled by transferring 

the equivalent value of HoldCo shares (6 688 698 shares) to the Trust.   In terms of the same resolution, 

a dividend of R28 627 000 was declared by NewCo.  

 

Having discharged its preference share redemption obligation to the Trust in this manner, and given that 

the employees concerned were now the only shareholders, NewCo was at liberty to deal freely with its 

remaining 1 585 345 HoldCo shares. It disposed of these shares for approximately R16.8 million cash in 

December 2009. The dividend declared by NewCo of some R28.627 million was paid to the employees 

as participants in the scheme in accordance with the resolution. In April 2011 a further dividend of R635 

000 was similarly declared and paid to them (further dividends were also declared and paid thereafter 

outside the period of the disputed assessments). On 13 December 2010, after early termination of the 

scheme, its participants were included as beneficiaries of the Trust.  Given the manner in which the 

scheme was structured and implemented, the taxpayer’s contribution of R48 million was not repaid to it 

by the Trust. The preference share dividends of R22.5 million received by the Trust in December 2009 

vested in HoldCo as sole beneficiary. Despite the dividends having vested in HoldCo, the annual financial 

statements of the Trust for the relevant period reflect that the cash was never actually transferred to 

HoldCo, and a loan in this amount is reflected as payable to HoldCo. After termination of the scheme 

NewCo was deregistered on 10 December 2012.The taxpayer claimed the contribution of R48 million as 

 Whether the respondent (“SARS”) is precluded from having raised additional 

assessments for the 2005 to 2009 years in terms of s 99(1) of the Tax 

Administration Act (“TAA”) by virtue of the statutory periods for such 

assessments having elapsed if the taxpayer fails on the central issue. 
Date of 

decision 

 9 May 2018  

 
Decision   The taxpayer’s appeal succeeds. 

 The additional assessments raised by SARS for the taxpayer’s 2005 to 2012 years 

of assessment are set aside.  

 No order is made as to costs. 

Decision 

Impact  

 A taxpayer should be able to have sufficient evidence that the expenses incurred 

are linked to the production of income ,hence qualifying them as allowable 

deduction 
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a deduction against its taxable income in terms of s 11(a) of the ITA. The deduction was spread over the 

period of the anticipated benefit to be derived (7 tax years from 2005 to 2012) in terms of s 23H of the 

ITA (“the deductions”). The deductions claimed were initially allowed by SARS but subsequently, by 

way of additional assessments raised in 2014 and 2015, disallowed. The taxpayer appealed against 

SARS‘s decision. 

 

 

Competing Arguments 

 
Issue Taxpayer  

  That, if the taxpayer’s sole purpose had been to incentivise the participants, then 

they should have been the beneficiaries of the contribution itself.   

 That SARS placed no reliance on the “negative test” contained in s 23(g) which 

provides that: No deductions shall be made for any moneys, claimed as a deduction 

from income derived from trade, to the extent to which such moneys were not laid 

out or expended for the purpose of trade. 

 That the taxpayer is not obliged to show that the contribution was laid out or 

expended for the purposes of its trade.  

 That the purpose of such a scheme was for key personnel influencing the long-term 

profits of the entity or group concerned. 

 That the contribution enabled the taxpayer to retain dedicated employees, with an 

incentive to maintain their allegiance to their employer, and from which they 

ultimately benefited from the dividends paid to them via the share scheme 

mechanism. 

 That these individuals were regarded as key individuals that not only held important 

positions and had important responsibilities in the business, but who we also wanted 

to retain in the business going forward.  

 That the beneficiaries were basically the engine room of [the taxpayer], causing – 

making all the decisions that resulted in the profits derived by the company.’ 

 That the mere fact that it foresaw that HoldCo would potentially also benefit from 

the redemption of the NewCo preference shares cannot negate the taxpayer’s 

purpose and intention, which was actually effected by the scheme insofar as the 

value of the NewCo shares increased significantly, and this benefit, together with 

the dividends declared by NewCo on the remaining HoldCo shares following the 

preference share redemption, actually accrued to the scheme participants.  

 That the increase in the value of the HoldCo shares is directly attributable to the 

increase in the turnover and profits of the taxpayer, being the main operating 

subsidiary of HoldCo. 

 

 

Issue The SARS 

  That Section 11(a) of the ITA provides inter alia that in the determination of taxable 

income, a taxpayer is entitled to the deduction of expenditure (save for capital 

expenditure) actually incurred in the production of income from any trade. 

 That in its rule 31 statement SARS relied on the absence of a ‘direct, causal link’ 

between the contribution paid by the taxpayer and its production of income in 

disallowing the deductions claimed.  

 That there must be a sufficiently close connection between the expense and the 

income to justify a deduction for purposes of s 11(a) of the Act.  

 Whether that item of expenditure was incurred for the purpose of earning income. 

 That the facts of the present matter fall squarely within the parameters set by the 

Solaglass case. 



 

Page 13 of 25 
 

 That the taxpayer was a wholly owned subsidiary of a listed company, which was 

also the holding company of a large group.  

 That at a stage it was decided that the taxpayer, which was dormant, would be 

utilised to secure, arrange and monitor funds required by all of the subsidiary 

companies in the group. 

 That subsidiary companies needing funds would apply to the taxpayer, who would 

provide them by way of loans upon which interest was charged.  

 That this was later extended to include loans to staff members of companies within 

the group. 

 That loaned amounts written off as irrecoverable by the taxpayer were claimed as 

deductions from its income for tax purposes.  

 That money spent by a taxpayer in order to advance the interests of the group of 

companies to which it belongs is not regarded as expenditure in the production of 

income. 

 That the link between the expenditure and the production of income is too tenuous.  

 That “In a tax case”, says Smalberger JA in Commissioner for Inland Revenue v 

Pick ŉ Pay Employee Share Purchase Trust 1992 (4) SA 39 (A) at 58F-H, “one is 

not concerned with what possibilities, apart from his actual purpose, the taxpayer 

foresaw and with which he reconciled himself. One is solely concerned with his 

object, his aim, his actual purpose.” 

 That expenditure may be made exclusively to serve the purposes of the business, but 

it may have a private advantage. 

 That it is trite that a taxpayer may organise its financial affairs in such a way as to 

pay the least tax permissible, provided that the transaction does not disguise its true 

purpose of tax evasion or the law.  

 In the present matter SARS has not contended that any of the transactions 

comprising the scheme were simulated or a sham, or that the parties did not intend 

that each transaction would have effect according to its tenor. It was also not 

contended by SARS, either in its rule 31 statement or in cross-examination of the 

taxpayer’s witnesses, that the contribution of R48 million which the taxpayer made 

to the Trust was made with the primary object or purpose of vesting that money in 

HoldCo.   

 That the incentive offered to, and in fact received by, the employees was the financial 

benefit that would flow from the success of the taxpayer’s business and the growth 

in the value of the shares in HoldCo, cannot detract, in my view, from a finding that 

the expenditure was incurred by the taxpayer for the purpose of earning income.  

 

 

Court Decision and reasoning  

Issue  Court reasoning and decision  

Whether the 

SARS acted 

unlawfully 

and SG 

Taxpayer 

deserves the 

deduction. 

 Having regard to all of the aforegoing, the judge was persuaded that the taxpayer 

has established the existence of a sufficiently close causal link between its 

expenditure of the contribution and its income producing operation. The other 

members of the court are in agreement with this conclusion. 

 Section 130(1)(a) of the TAA provides inter alia that a tax court may make an order 

for costs in favour of the successful party if the SARS’ grounds of assessment or 

“decision” is held to be unreasonable. The taxpayer submits that SARS should be 

ordered to pay its costs.  

 In the exercise of my discretion I do not believe that such an order is warranted in 

the particular circumstances of this matter. I do not consider that SARS was 

necessarily unreasonable in adopting the approach that it did. Each case in matters 

such as this is very fact specific and this was certainly not a case which lent itself to 

an easy answer. 
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 In the result the following order, the taxpayer’s appeal succeeded. 

 The additional assessments raised by SARS for the taxpayer’s 2005 to 2012 years 

of assessment are set aside.  

 No order is made as to costs. 
 

 
Decision Impact 

SG as a taxpayer managed to prove that they deserved the deduction through the use of witnesses and 

relevant documentation. This also applies to Zimbabwe whereby the burden of proof lies with the 

taxpayer. According to section 63 of the Income Tax Act “In any objection or appeal under this Act, the 

burden of proof that any amount is exempt from or not liable to the tax or is subject to any deduction in 

terms of this Act or credit, shall be upon the person claiming such exemption, non-liability, deduction or 

credit and upon the hearing of any appeal the court shall not reverse or alter any decision of the 

Commissioner unless it is shown by the appellant that the decision is wrong”. As a taxpayer before 

appealing or objecting to issues, sufficient evidence is need. ZIMRA might view certain expenses as 

capital expenditure but the taxpayer is given the platform to prove expenses as incurred in the production 

of income.  

 

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 Preproduction Expenses 
 

Background   

Tax deductions are the amounts permitted by tax authorities that a taxpayer can subtract from his or her 

adjusted gross income to arrive at the taxable income. Deductions are captured in section 15 of the Income 

Tax Act (Chapter 23:06). Deductions that are allowed in the determination of taxable income in 

Zimbabwe are expenditures or losses incurred by a taxpayer for the purposes of his trade, alternatively in 

the production of income as long as such loss or expenditure is not of a capital nature as provided for in 

section 15(2) (a) of the Income Tax Act. This is the general deduction formula. However, the law specifies 

specific expenses that are to be allowed as deductions for the purposes of computing taxable income. 

Preproduction expenses are some of the expenses that are specifically mentioned in the Act to be 

deductible in the calculation of a taxpayer’s taxable income and are deductible when trade commences.  

 

Law and Interpretation 

Preproduction expenses are costs incurred in the process of establishing a business. A business may incur 

general administration expenses, management fees, interest on loans, other charges associated with the 

establishment of the business amongst other costs before business operations or trade even begins. Such 

expenses are allowed to be deducted in the computation of taxable income in the first year that the 

business begins to operate. The provision that provides for the deductibility of preproduction expenses is 

section 15(2)(t) of the Income Tax Act which provides that: “The deductions allowed shall be— in respect 

of income from a business, the amount of any expenditure which— (i)  is incurred by the taxpayer not 

more than 18 months before beginning a business in the course of establishing the business; and (ii) 

would have been allowed as a deduction had it been incurred after beginning the business; and (iii) is 

claimed as a deduction in the year of assessment in which the business is commenced…” The pre-

production expenses exclude company formation expenses, preliminary and capital expenses even if they 

are incurred 18 months before commencement of trade. A cursory reading of the provision shows that 

there are conditions that need to be satisfied for preproduction expenditure to be deductible and these 

are:(i) A trade must be carried out by a taxpayer; (ii) The expenses must have been incurred in the process 

of establishing a business; (iii) The expenses must qualify as a deduction in terms of the general deduction 

formula; (iv) Capital nature expenditure is disallowed and (v) The expenses are deductible when trade 

commences. These conditions are fully explained below. 

A trade must be carried out by a tax payer 

The first condition to be fulfilled for this deduction to be made is that a taxpayer must have commenced 

carrying out a trade. Trade is defined in section 2(1) of the Income Tax Act 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 income as defined in subsection (1) of section eight 

and anything done for the purpose of producing such income” . Deduction in terms of this section is not 

claimable before trade has commenced. 

The expenses must have been incurred in the process of establishing the business 

Any expenses incurred   not more than 18 months prior to commencement of the business are deductible. 

These expenses will be part of the cost of preparing to establish the business such as exploration and 

development expenditures incurred prior to the date of commencement. Pre-production expenses exclude 

company formation expenses, preliminary and capital expenses which means that these expenses cannot 

be claimed as a deduction even if they were incurred within 18 months prior to commencement of trade. 

The expenses must qualify as a deduction in terms of the general deduction formula (CO T v Parkwell 
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House (Pvt) Ltd 34 SATC 105).  The general deduction formula is encapsulated in section 15(2) (a) of 

the Income Tax Act as intimated earlier on. Section 15(2)(a) of the Income Tax Act provides that: “The 

deductions allowed shall be-(a)  expenditure and losses to the extent to which they are incurred for the 

purposes of trade or in the production of the income except —(i)  to the extent to which they are 

expenditure or losses of a capital nature…” . Hence the expenditure must meet the conditions of s 15(2) 

(a). 

Actually incurred 

For an expense to be allowed as a deduction, it must have been actually incurred. Expenditure is actually 

incurred if the taxpayer is under a legal, unconditional liability to effect payment, even though actual 

payment may actually be made after the end of the relevant tax year. To buttress these points, reference 

is made to the cases of Nasionale Pers Bpk v KBI 1986 (3) SA 549 (A), where it was held that if a 

payment is conditional on the happening of an event, whether suspensive or resolute, the expense is only 

actually incurred once the condition has been met. The case of Edgars Stores Ltd v CIR 1988 (3) SA 876 

A held that the obligation to pay turnover rental was contingent until the turnover at the end of the lease 

year could be determined, and the expenditure relating to the turnover rental was therefore not actually 

incurred in a year of assessment which ended prior to the termination of the lease year. It was therefore 

not deductible in that year of assessment 

For purposes of trade  

Expenditure is not deductible if it is not for purposes of trade. Where the expenditure is not incurred 

wholly or exclusively for purposes of trade it is apportioned and allowed to the extent that it reflects 

business purposes (the duality test). The private proportion of payments for motoring expenses, rent, and 

travel and telephone expenses of a taxpayer is non-deductible. Where the payments are to or on behalf of 

employees, the full amounts are deductible but the employees are taxed under the benefit code. 

In the production of income 

Expenditure is in the production of income if it is incurred as a result of an act which is done for purposes 

of earning income .Where expenditure is incurred partly towards the business’ income producing 

operations and partly produces exempt income or income not from a source within Zimbabwe, the 

expenditure would be subject to apportionment. Whether or not expenditure is incurred in the production 

of the taxpayer’s income, relevant considerations are the purpose for which expenditure is incurred and 

what the expenditure actually affects 

Not of a capital nature 

For an expense to be allowed as a deduction it should not be of a capital nature. The Act makes it clear 

that capital nature expenditure should not be deductible even if it is in the production of income or for 

the purposes of trade.  Capital nature expenditure includes cost of acquiring fixed assets, share capital or 

capital employed in business, an income producing unit, goodwill, intellectual property and any related 

expenses. 

The expenses are deductible when trade commences. 

The expenses are deductible when trade commences.  A business commences when an income earning 

stage (selling stage) has been reached. It can also be inferred that assessed loss incurred 18 months prior 

to commencement of trade is not allowable under s15 (2) (t) of the Act since the section only allows for 

‘expenditure’ rather than losses. 

Mining operations  

Miners are not permitted to deduct against income from mining operations capital allowances (SIA, wear 

and tear, scraping allowances as provided for in the 4th Schedule to the Act), any premiums paid on “right 

of use” type obligations as provided for under section 15(2) (d), leasehold improvements in terms of 

section 15(2) (e) and preproduction in terms of section 15(2) (t) of the Act. They are allowed to claim 

capital redemption allowance instead as substitute for these various allowances. Hence miner’s 

preproduction costs comes within realm of capital redemption allowances.   

Decision Impact 

Pre-production expenses being allowed as a deduction is a tax incentive for new businesses as it lessens 

the tax burden of the taxpayer. Considering that these are costs incurred at the start of the business, this 
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will enable finances to be channelled to capital for the business. If the business is well established, more 

income may mean more revenue for the company resulting in a long term revenue harvest for the Revenue 

Authority. 

4.1.2 Government putting screws on Public Entities Corporate Governance 

 
Background 
Government is closing in on public sector governance by putting measures in place to ensure there is 

abuse by public servants. To this end it promulgated the Public Entities Corporate Governance Act 

(Chapter 10:31) earlier this year to give effect to Chapter 9 of the Constitution which provides for 

democratic values to be implemented in the administration of public entities. Section 44 and 45 of the 

said Act gives the Minister the power to create regulations that are necessary in giving effect to the Act.  

 

Law and Interpretation 

The Public Entities Corporate Governance (General) Regulations 2018 were made by the Minister and 

gazetted under Statutory Instrument 168 of 2018. The hallmark of these regulations is the provision for 

declaration of assets by members of the board and senior staff members captured in Part IV of the 

regulations. This is an important aspect that was long overdue in our legal framework. It allows for 

transparency in corporate governance. However, accountability cannot only be fostered at low level 

public entities only. It needs to be implemented at Head of State and Government level, flowing down to 

the Ministers and other senior staff of public entities. This is leading by example and makes it easy for 

subordinates to follow suit. The Act and the regulations in our view are an attempt to curb the scourge of 

corruption that cuts deep in the public entities. A cursory reading of both the Act and the regulations 

shows that there is an attempt by policy makers to ensure that our public entities perform better through 

proper corporate governance practices.  

 

Decision Impact 

Although the Act and the regulations are a welcome move towards restoration of good corporate 

governance ethics in our public entities, there are not sufficient to address other areas of need such as the 

remuneration of board members. We have often seen board members being fees on a monthly basis, paid 

fringe benefits normally given to employees e.g. airtime allowance, travel allowances etc. etc. 

contravention with the 13th Schedule to the Income Tax Act and Rules on Corporate Governance & Ethics. 

Further the companies for which they represent are in perpetual tax problems with the ZIMRA causing 

them to penalties and interest regularly such that these have become reportable tax heads in the books of 

these companies, yet boards are tasked with the role of oversight and strategy direction of companies. 

Public entries should consider tax risk management fundamental to maintaining efficient and effective 

operations. This Policy outlines the framework by which the tax obligations of the Company are met from 

an operational, governance and tax risk management perspective. The overall tax strategy is ultimately 

determined by the risk tolerance established by the Board which maintains high standards of corporate 

responsibility and fosters a culture that values ethical behaviour, integrity and respect. This Tax Corporate 

Governance Board Tax Policy (‘Policy’) sets the tax strategy and outlines the framework by which the tax 

obligations of enterprise are met from an operational and risk management perspective. In a nutshell, a 

director who sits on a board of underperforming company or that is not complying with the tax laws, 

whilst receiving huge or non-procedural perks equally abuses office. Furthermore, transparency does not 

begin in the grassroots, it begins at the top. Government must be transparent and then all other entities 

will follow suit. 

 

4.1.3 Exchange of Information Provision not beneficiary to Zimbabwe   

 
Background 

In a bid to harmonise our laws in line with international best practices and ultimately to protect the fiscus 

from prejudice through artificial profit shifting and non-declaration of proceeds of capital sourced from 
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Zimbabwe and invested in another country, our legislature introduced section 91A of the Income Tax Act, 

targeted at fostering the exchange of taxpayer specific information between national tax authorities.  

Section 91A is the domestication of information exchange treaties between Zimbabwe and other foreign 

countries. To date, Zimbabwe has signed at least fourteen double taxation agreements with some of those 

having information exchange provisions. The OECD, together with the BEPS Associates, has attained a 

further major step towards increasing tax transparency: The implementation package on Country-by-

Country Reporting for Action 13 of the BEPS project, published on 8 June 2015, foresees that tax 

authorities will automatically exchange key indicators (such as profits, taxes paid, employees and assets 

of each entity) of Multinational Enterprise Groups with each other, therewith allowing tax authorities to 

make risk assessments as to the transfer pricing arrangements and BEPS-related risks, which may then 

serve as a basis for initiating a tax audit. Law and Interpretation 

Section 91A requires the Commissioner to comply with a request made by his counterparty (the 

competent authority of other country) for the collection of tax from residents of that country who have a 

tax nexus with Zimbabwe. He may through a written notice call upon such person to state, within a period 

specified in the notice, whether or not he or she admits liability for such amount or for any lesser amount. 

Where the said person admits liability or fails to respond to the notice or denies liability but the 

Commissioner in consultation with his counterparty of the other country is satisfied that the liability for 

such amount is undisputed in the person’s country or if  disputed such dispute has been entered into solely 

to delay or frustrate collection of the amount alleged to be due; or there is a risk of dissipation or 

concealment of assets by such person, the  Commissioner may through written notice  request the said 

person  to pay the amount for which he or she has admitted liability or the amount specified, as the case 

may be, on a date specified, for transmission to the competent authority in such other country. In the 

event that the person has failed to comply with the request, the amount in question may be recovered, for 

transmission to such competent authority, as if it were a tax payable by such person under this Act. 

 

The fact that taxes are collected from the person shall not affect the person’s duties to pay taxes in 

Zimbabwe, or his/ her right to have his or her liability for any such amount determined in Zimbabwe. 

Where the person lodges an objection with the Commissioner, section 25 (“Foreign law”) of the Civil 

Evidence Act [Chapter 8:01] shall apply to the consideration by the Commissioner of any issue as to the 

tax or other laws of any foreign country or territory concerned as if the Commissioner were a court. To 

that effect, the Commissioner will not take judicial notice of the foreign laws applicable nor presume that 

the foreign laws are applicable in Zimbabwe, however, any person, who in the opinion of the 

Commissioner is suitably qualified on account of his knowledge and experience will be competent to give 

expert opinion evidence on the laws of that particular foreign country. The Commissioner will be a quasi-

judicial officer in the determination of the objection. 

 

Impact on revenue collection domestically 

Although this provision is necessary in our law, it appears that it is more beneficial to the counterparty 

than the ZIMRA. This is because Zimbabwe’s tax is source based, therefore there might not be a time 

when Zimbabwe might actually have a basis of taxing a Zimbabwean resident who has earned income in 

another country as the income would not have been sourced from Zimbabwe. The provision seems to 

assist states whose tax is residence based in order to tax their residents on income earned in Zimbabwe. 

Although section 91A of the Act provides for the exchange of information under Tax Treaties that 

Zimbabwe is a party to, it would still be difficult and expensive to collect taxes from non-residents. A 

system of withholding tax at source thus enables a country to collect tax from persons within Zimbabwe 

as opposed to those outside the country. So even if the financial information of a taxpayer is provided, 

our laws do not empower the Commissioner to tax on income that is not sourced in Zimbabwe. In our 

view, for Zimbabwe to enjoy the fruits of information exchange, there might be a need to shift from the 

archaic source based taxation system, to a more modern residence based taxation system, in harmony 

with the tax systems of our main business partners.  

 

Impact on revenue collection internationally 

Without derogation to the forgoing, at an international level, information exchange agreements have to 

some extent enjoyed a positive impact on revenue collection over the years. It is a fairly new concept in 
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international tax; however, the European Union is leading the pack and has taken significant steps in the 

field of international information exchange. The Automatic Exchange of Information (AEOI) 

implemented by most EU countries reduces the possibility for tax evasion. It provides for the exchange 

of non-resident financial account information with the tax authorities in the account holders’ country of 

residence. Participating jurisdictions that implement AEOI send and receive pre-agreed information each 

year, without having to send a specific request. Corporate secrecy is a fundamental principle that is 

disregarded in pursuance of protection of the fiscus against tax evasion. Dr Varga Ezserbet in his thesis 

THE DEVELOPMENT OF INTERNATIONAL TAX INFORMATION EXCHANGE IN INTERNATIONAL 

LAW, EU LAW AND HUNGARIAN LAW New opportunities for tax authorities, limitations to protect 

taxpayers found that: “in international tax information exchange procedures no uniform rules have been 

established to protect taxpayers. A detailed analysis of taxpayer protection rules in international legal 

instruments and domestic laws proved that taxpayer protection was not a key issue and states’ interest 

to guarantee effective information exchange prevailed over taxpayer rights.” Automatic exchange of 

information was first extended to additional income types as of 2015, including income from 

employment, income of managing directors, life insurance, pensions and real estate income. It was further 

extended to financial account information in 2017. 

Decision Impact 

In a nut shell, the information exchange concept is of fundamental importance in curbing fiscal fraud and 

evasion which are a menace in developing countries. Corporate secrecy, in our view is superseded by the 

need to protect the fiscus from artificial erosion of the tax base. The rights of taxpayers in that respect 

cannot be greater than the need to protect the fiscus for the benefit of the public. In as much as the 

information exchange provisions have been domesticated in Zimbabwe, Zimbabwe may not be in a 

position to fully benefit from those provisions because of its source based taxation system. In that respect, 

it is our strong view that it is high time that we shift to the residence based taxation system.   

 

4.1.4 Cases for VAT Self Invoicing 

Background- 

The hallmark of the effective functioning of the VAT system is premised on proper documentation. This 

is underpinned by s15(3) of the VAT Act (Chapter 23:12) which provides that the amount of tax payable 

by the registered operator in any given tax period is calculated by deducting from the total amount of 

output tax and refunds, if any received by the operator during the tax period, any sum of input tax incurred. 

Documents such tax invoices, credit and debits are central to achieving this objective, above for the 

purposes of claiming input tax. The mechanics of these documents are contained in sections 20-22 of the 

VAT Act and are not the subject of underlying discussion. It is sufficient to state that an invoice should 

comply with the features outlined in section 20(4) of the VAT Act if an operator envisage to use it for 

purposes of claiming input tax. As general practice, an invoice is issued by the supplier of goods or 

services, but is also commercially acceptable that the recipient of goods or services issue an invoice. This 

concept is known as self-invoicing and is properly embraced by our VAT law.  

Law and Interpretation 

There are certain instances in which it may be difficult for a supplier to issue a tax invoice. Some of those 

instances include where it is difficult to determine the quantity or quality of the supply or instances where 

the goods may be required to be measured or tested by the recipient before the sale can be agreed. Section 

20(2) of the VAT enacted to cater for such instances. It provides that: “Where a recipient, being a registered 

operator, creates a document containing the particulars specified in this section and purporting to be a tax invoice 

in respect of a taxable supply of goods or services made to the recipient by a supplier, being a registered operator, 

that document shall be deemed to be a tax invoice provided by the supplier under subsection (1) of this section 

where—  
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(a) the Commissioner has granted prior approval for the issue of such documents by a recipient or recipients of a 

specified class in relation to the taxable supplies or taxable supplies of a specified category to which the documents 

relate; and  

(b) the supplier and the recipient agree that the supplier shall not issue a tax invoice in respect of any taxable supply 

to which this subsection applies; and  

(c) such document is provided to the supplier and a copy thereof is retained by the recipient:  

Provided that where a tax invoice is issued in accordance with this subsection, any tax invoice issued by the supplier 

in respect of that taxable supply shall be deemed not to be a tax invoice for the purposes of this Act.” 

 

The provision entails that the recipient and not the supplier will issue a tax invoice for the supply. 

However, for this invoice to be recognised as a valid tax invoice, prior approval must have been granted 

by the Commissioner. To that effect, the Commissioner must be satisfied that the consideration for a 

supply is determined by the recipient of the goods or services. The procedure is often applied to industries 

and transactions where the components of price of the commodity e.g. weights can only be determined 

after measurement by the recipient of the goods or services or where the purpose is merely to facilitate the 

obtaining of a tax invoice by the recipient. In a nut shell, the conditions that need to be satisfied for self-

invoicing in terms of section 20(2) of the VAT Act include the Commissioner granting a prior approval 

for the issue of such a document in terms of s20 (2) (a), the supplier and recipient must agree (preferably 

in writing) that the supplier shall not issue a tax invoice; and the recipient should retain a copy and provide 

the supplier with the original document. A registered operator seeking to apply self-invoice should provide 

to the Commissioner a detailed description of its business operation and that of its supplier as well as the 

full description of the nature of transaction on which it wishes to apply self –invoicing. The recipient is 

required to make an undertaking that it will comply with the administrative requirements of self-invoicing 

and that it will obtain and retain the written agreement from the supplier confirming that it will adopt the 

self-invoicing procedure and that such supplier will not issue an invoice in respect of the same transaction. 

Section 20(2) (c) requires the original of the self-invoice to be issued to the supplier and the recipient 

retain a copy of the invoice. In the event that the supplier has also issued a tax invoice for the same supply, 

such invoice shall be treated as an ordinary invoice and shall be deemed not to be a tax invoice for the 

purposes of the VAT Act (proviso to s20(2).  

Self-Invoicing for repossessed goods  

Another instance that gives rise to the concept of self-invoicing is the repossession of goods from a debtor 

under an instalment credit agreement. The law deems that the supply by the debtor to the original owner 

of the goods (supplier) is supply which gives rise to VAT. Where such a debtor is a registered VAT 

operator, the supply shall be deemed to be made in the course of his trade. The creditor will furnish the 

debtor with a document containing the particulars required for a valid tax invoice and such document shall 

be a valid tax invoice required for input tax purposes in the hands of the creditor. In the event that the 

relevant assets does not form part of the assets held or used by the debtor for the purpose of his trade, the 

creditor will be entitled to a notional input tax credit. Self-invoicing for repossessed goods is captured in 

section 20(3) of the VAT Act which provides that: “Where a supply of goods is deemed by subsection (9) 

of section seven to be made and both the recipient and the supplier in relation to that supply are registered 

operators, the recipient shall, within 30 days after the day on which such supply is deemed by subsection 

(9) of section seven to be made, create and furnish to the supplier a document which contains the 

particulars specified in this section, and such document shall for the purposes of this Act be deemed to be 

a tax invoice provided by the supplier under subsection (1) of this section.” In a repossession arrangement 

the debtor is often in position where he cannot be able to issue a tax invoice. Thus it is often impractical 

to require the person from whom the goods were repossessed (i.e. the debtor) to issue an invoice or tax 

invoice. Self-invoicing is therefore applied to goods supplied under an installment credit agreement which 
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are repossessed. The operator (creditor) is therefore required to create and furnish a tax invoice to the 

debtor. Where the goods are repossessed from a non-registered operator (debtor), the creditor is required 

to keep the following details of the Name, address and ID. No. of the supplier (ID. no. of the representative 

person if it is a company or close corporation), Date of acquisition, Quantity or volume of goods, Proper 

description of the goods and Consideration for the supply. The recipient shall, within 30 days, create and 

furnish to the supplier, a document that contains the particulars of a tax invoice. Such document shall be 

deemed to be a tax invoice provided by the supplier.  

Self-Invoicing in terms of section 21(4) 

A recipient of the supply is allowed under s21 (4) of the VAT Act to issue credit or debit notes in place of 

the supplier, but he must agree with the supplier that he shall not issue another credit or debit note for the 

same supply. A written approval from the Commissioner is required for the recipient to self-invoice. The 

approval can be given only to the recipient or to recipients of specified class (es) of trade in relation to a 

supply or supplies of a specified category.  Where a recipient has self-invoiced, he must provide the 

supplier with a copy of the document (credit or debit note) and retain another copy. Any document issued 

by the supplier purporting to be credit or debit notes are invalid once a recipient has been authorised to 

self-invoice. 

Decision Impact 

Self-invoicing saves time on the part of the supplier. There is no need to produce invoices, as they will be 

generated by the client hence reducing administration procedures on the part of the supplier. It is also 

accurate as invoices will be generated from approved documents with accurate details of goods bought or 

payments made. However there is a high risk of errors, significant mix-ups and audit trail weaknesses. 

The wrong rate of VAT may easily be applied, documents can go missing, invoices may be raised as well 

as self-billing documents, the conditions for using self-billing may easily be breached for  example when 

a supplier deregisters from VAT and essential communication between the parties can be overlooked. 

Self-invoicing should be strictly controlled and monitored for it to work. 
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4.2 Announcements 

 

4.2.1 ZIMRA Courts the telecommunications Industry 
Background 

The telecommunications industry remains a major key player in the growth of our economy. At the end 

of the second quarter, 8.22% of total excise duty collected was from the telecommunications industry. 

This is in addition to the other taxes that the telecommunications industry pays. It argued that our 

telecommunications industry is the most heavily taxed within the region largely because of the special 

excise duty on airtime which has resulted in our telecommunications industry being heavy laden with 

taxes. With growing perception that the telecommunications industry is heavily burdened with taxes, the 

ZIMRA took the initiative to woo the industry, encourage continued compliance and strengthen 

relationships when it hosted a breakfast meeting with the telecommunications industry themed “My Taxes, 

My Duties - Building my Zimbabwe,”  

 

Law and Interpretation 

ZIMRA Commissioner General (CG) Ms Faith Mazani highlighted the desire of the Authority to open 

channels of communication so as to make a meaningful contribution to the Zimbabwean renaissance under 

the mantra “Zimbabwe is open for business.” The CG also emphasised ZIMRA’s 4Ps vision as it builds 

and strengthens its relationships with clients. The 4Ps include People issues - focusing on capacity building 

of staff so as to ensure that they understand the stakeholders better; Processes - which improve efficiency 

and ensuring that clients get real value from systems put in place; Partnerships - where emphasis is placed 

to engage stakeholders and Projects/ Programmes - where the Authority embraces international best 

practices and principles enshrined in project management tools. From the CG’s speech it appears it is not 

all talk without spunk, the ZIMRA has radically transformed in its approach towards clients in a bid to 

restore public confidence in the Authority.  

During the question and answer session, the topical issue was the definition of airtime which is a serious 

borne of contention as it causes double taxation. Section 172E of the Customs and Excise Act (Chapter 

23:02) provides for the definition of airtime as follows:  

“airtime” means the minutes of voice calls, short message service (sms), multimedia service (mms), 

internet band width or such other service as a licensed operator may offer through a cellular 

telecommunication system (own emphasis) or any other electronic communications service;” Services 

provided through a cellular telecommunication system or any other electronic communications service are 

considered to be part of the definition of airtime. The Customs and Excise Act stipulates that the meaning 

to be ascribed to “cellular telecommunication system” is the one in the Postal and Telecommunications 

Act (Chapter 12:05). The Postal and Telecommunications (PTC) Act defines cellular telecommunication 

system as follows:  

“cellular telecommunication system” means a radio communication service designed to use a limited 

radio frequency spectrum between cellular handsets or other terminal equipment and network 

transceivers for the provision of mobile, bearer and supplementary services across the cellular network, 

by allocating a limited number of frequencies within each of a number of defined geographical areas or 

cells, allowing the re-use of the same frequencies, and enabling users to maintain connections whilst 

moving through different geographical areas by making use of call handover between adjacent cells;” A 

perusal of these provisions shows that the definition of airtime is all encompassing. It appears to capture 

every service undertaken by virtue of the telecommunications license, which places a heavier tax burden 

on the telecommunications industry.  
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In the interpretation of airtime, the ZIMRA has been including gadgets to the definition of airtime. It is 

submitted that the ZIMRA’s inclusion of gadgets in the definition of airtime is an erroneous interpretation 

of the law. The legislature could not have intended to include the sale of gadgets in the definition of 

airtime. This in our view is overstretching the application of the law by the ZIMRA. Gadgets are not a 

telecommunications service, neither are they airtime nor the electronic communications service. These are 

devices used in either the delivery of the telecommunications service or for the access to the 

telecommunications service. There is nothing in the definition of airtime that is indicative of an intention 

to include gadgets in the definition of airtime. In addition to the forgoing, a gadget does not need a 

telecommunications license to be sold. One can sell cellphones and other related gadgets without a 

telecommunications license. 

Decision Impact 

It is our view that the definition of airtime must be revised in order to alleviate the tax burden on our 

telecommunications industry and avoid double taxation in tandem with international best practices. To 

that end, the telecommunications industry must lobby with the policy makers towards an amendment on 

the definition of airtime citing the double taxation element that is veiled in that definition that cripples the 

business of the industry or results in a slow death of the industry. It is better to preserve the goose that 

lays the golden eggs. 

 

4.2.2 Medical practitioners, not just community service 

 

 

ZIMRA this year has been trying by all means to encourage taxpayers to be compliant through different 

initiatives and this is still an ongoing process. The doors for voluntary disclosure are still open to all 

taxpayers and practioneers are no exception. Tax compliance is not about submission of returns only but 

it involves calculation and payment of the right tax. Doctors and medical practitioners as service providers 

and business operators are also required to be tax compliant. When a doctor is running his/her own practice 

,its equated to a general business which is supposed to account for Withholding Tax, PAYE and Income 

Tax, with most  the medical service supply being exempt. 

Doctors` income includes the following: 

 Trade income in the case of practising doctors. 

 Investment income such as rental income, dividends, interest etc. 

 Employment income for Doctors on payrolls. 
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Income tax for doctors 

Doctors practising as individuals are liable to register for income tax in their individual capacity. Where 

a Doctor is an employee and is earning a salary, PAYE is deductible on that salary by the employer and 

remitted to ZIMRA. Every Doctor who employs other people is required to withhold employees’ tax 

(PAYE), an amount which is determined in accordance with the tax tables relating to that year of 

assessment. Employees include working directors or directors who receive other benefits over and above 

the board fees. The due date for remittance of PAYE is on or before the 10th of the following month and 

such remittance should be accompanied by a remittance form (Form P2.) 

Form ITF16 

Every Doctor who is a registered employer is required to submit an annual return (ITF 16) of all persons 

employed by him detailing the salaries, wages, allowances, benefits and pension deductions for each 

person employed. The ITF16 should be submitted within 30 days after the end of the year of assessment 

and can be submitted electronically. 

 

Withholding Taxes 

In terms of Section 80 of the Income Tax Act (Chapter: 23:06), Doctors are required to withhold 10% on 

all payments to all  service providers like their suppliers  without a valid ITF 263 at the time of payment. 

Any person who enters into a contract (whether for goods or services) of $1,000.00 or more involving a 

single transaction or multiple transactions should comply with this legal requirement. The Doctors would 

then issue a withholding tax certificate showing details of the payee and amount withheld. Failure to 

withhold renders the payer liable for the full amount of tax and the penalty. The tax withheld and a fully 

completed return (REV 5) is due on or before the 10th of the month following that of withholding. 

 

Disclosures and Benefits 

Other tax obligations to disclose include registration, submitting returns on time, making payments on 

time, maintaining records and information, fiscalisation of operations, among others. Where the taxpayer 

is in doubt of the way they are treating transactions for tax purposes and require an opinion from ZIMRA 

they can voluntarily disclose such transactions. Once you make a voluntary disclosure, this will not trigger 

an audit, investigation or prosecution. The voluntary disclosure programme also waivers penalties, civil 

penalties, fines and additional tax in full but the interest on outstanding debts remains due and payable. 

The outstanding tax debts will be paid on agreed payment terms and businesses will be free from the 

burden of non-compliance. Making a voluntary disclosure also enables taxpayers to access tax clearances. 

 

Decision Impact 

A client’s willingness and actual behaviour may be helpful in the remission of penalty and fines. A 

taxpayer is willing to work with Zimra, if he makes full and complete disclosure of all relevant information 

and the amount of tax involved and makes immediate arrangements to settle the outstanding tax, interest 

and appropriate penalty. On the other end, a client who refuses to give requested information, and is 

evasive or tries to mislead the Authority is regarded as not co-operation. If you are a medical practitioner 

in need of tax assistance, get in touch with us. 
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5 Disclaimer Clauses 

 

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

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

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

liability is accepted for the consequences of any inaccuracies contained in this guide. The information 

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

shall not constitute any legal or tax opinion in this or any jurisdiction.   

 

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

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

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

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

to consult Tax Matrix or their own professional advisors before taking any action. The information 

and opinions contained in this MTU is valid as at the date of uploading on the website, preparation 

or compilation, any of its contents may be subject to change without notice.  

 

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

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

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

 

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

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

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

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

opinions contained in the MTU to third parties 
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