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1. Introduction 
 

1.1 Highlights 

 

We are honored to present our April 2019 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 these 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 its Third Edition of the annual Tax Conference Victoria Falls 2019 in 

Zimbabwe from the 22nd to the 25th of May 2019. 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. 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.  

New Public Debt Management Regulations legislated 

The national debt, both domestic and external has been cause for headaches in government for some time 

now. While government has been making efforts to clear the debt over the years, little success has been 

registered due to the meagre financial resources at its disposal and the debt has continuously ballooned 

unabated. The major problem of the debt is that it has dented Zimbabwe’s credit ratings and acted as a 

huge stumbling block in accessing new lines of credit. In order to ensure that Government’s financing 

needs and its payment obligations are met at the lowest possible cost over the medium to long term, with 

a prudent level of risk, and to promote development of the domestic debt market government has gazetted 

the Public Debt Management Regulations, 2019 through  SI 79 of 2019. The regulations among other 

things provide detailed requirements to be met by public entities before they can access funding and 

guarantees for borrowed funds from government. 

Government Extends Duty rebate for Air Zimbabwe 

As reported by The Herald of 28 April 2019, efforts to turnaround the fortunes of the national airliner, Air 

Zimbabwe have received a boost following revelations that Government recently extended the dispensation 

for the air carrier to import spares duty free. Through SI 92 of 2019 (Customs and Excise – Duty Rebate 

for Air Zimbabwe) the Government extended, for the whole of 2019, the existing rebate on engine spares 

and aircraft components for Air Zimbabwe. 

Code of Ethics for Auditor General Staff Gazetted 

In order to reinforce quality of work and ethics in Audit staff, government has gazetted Audit Office 

Regulations, 2019, through SI 85 of 2019. The regulations do not only apply to members of the Audit 

Office but also to constitutional entities, ministries and public entities, statutory funds and organisations 

that receive or were funded through budgetary appropriations as well as persons engaged by the Auditor-

General for the purpose of discharging the duties of the Auditor-General in terms of the Constitution and 

the Act. We take a closer look at the provisions of these regulations as they are key in ensuring reliance 

upon the accounts and confidence in the public sector. 

Double Deduction for Export Market Development Expenditure 

Exports have gained strategic economic importance for Zimbabwe now than ever before and for that reason 

the government is on record calling for and putting policies to promote exports from local industry in order 

to prop up foreign currency reserves. Prospective and existing exporters in Zimbabwe should take this 

opportunity to expand their markets beyond borders leveraging on the double deduction of export market 

development expenditure afforded by the tax law to their advantage. 

Government Prohibits deduction of IMTT 

The Finance Act, 2019 prohibits a deduction of any amount of Intermediated Money Transfer Tax (IMTT) 

charged against a taxpayer. However, while the same Act specified 1 January 2019 as the effective date of most 



 

 

provisions, it is silent on the effective date of the prohibition of IMTT deduction. This therefore suggests that 

the provisions of section 132 of the Constitution that an Act of Parliament comes into operation at the beginning 

of the day on which it is published in the Gazette shall kick in. 

Directors of liquidated companies made liable for tax debts 

Government always strives to put up laws that protect the fiscus from prejudice by unscrupulous business 

people. With effect from 1 January 2019, if a company or entity (the old company) is wound up voluntarily, 

and in circumstances that give rise to a reasonable suspicion that it was deliberately put into liquidation to 

avoid any tax liability, the directors of the old company shall be jointly and severally liable for the amount 

of any tax due and payable by the old company. 

ZIMRA Guidance on PAYE and VAT Returns and Payments in Foreign Currency 

ZIMRA has finally come to the party by publishing the much awaited guidelines on filing of PAYE and 

VAT returns when taxes are being remitted in multi-currencies – local and foreign currency. However, it 

has been noted that the PAYE guidelines are at variance with the provisions of legislation as they suggest 

calculation of the PAYE based of the combined earnings contrary to legislation which requires the PAYE 

to be calculated separately. 

ZIMRA Surpasses First Quarter 2019 Revenue Target 

In a bid to raise revenue, ZIMRA engages various strategies such as tax audits and garnishing of accounts 

of those non-compliant taxpayers in order to recover the taxes. Using these among other strategies, 

including the 2% intermediated money transfer tax, ZIMRA exceeded their First Quarter 2019 gross 

revenue target by a staggering 41.50% after recording gross collections of $2.059 billion, against the set 

target of $1.455 billion mainly driven by Excise Duty. 

 

                                                                                                            M. Tapera -Chief Executive Officer 

                                                                                                            Cell-+263 772 349 740 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

1.2 Tax Matrix News and Developments 

 

1.2.1 Tax Conference Victoria Falls 2019 (22nd -25th May 2019) 
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1.2.4 Tax Matrix Services 

 

 
 

 

 

 



 

 

2. Legislation 
 

2.1 Acts 
 

Nothing to report 

 

2.2 Statutory Instruments 

 

2.2.1 Government introduced Public Debt Management Regulations 
 
 

Background 

 

The national debt, both domestic and external has been a cause for concern for government. The Minister 

of Finance presented in his 2019 National Budget that as at end of August 2018, public debt stood at a 

staggering US$17.69 billion, of which domestic debt accounted for 54% while foreign debt accounted for 

the remainder. The huge debt has seen government introducing more taxes and raising tax rates in order to 

raise funding to service it. While government has been making efforts to clear the debt over the years, little 

success has been registered due to the meagre financial resources at its disposal and the debt has 

continuously ballooned unabated. This debt has dented Zimbabwe’s credit ratings and acted as a huge 

stumbling block in accessing new lines of credit. In order to ensure that Government’s financing needs and 

its payment obligations are met at the lowest possible cost over the medium to long term, with a prudent 

level of risk, and to promote development of the domestic debt market government has gazetted the Public 

Debt Management Regulations, 2019 through  SI 79 of 2019. The regulations among other things provide 

detailed requirements to be met by public entities before they can access funding and guarantees for 

borrowed funds from government. 

 

Law and Interpretation 

 

Public debt management is the process of establishing and executing an effective policy for managing 

public debt portfolio in order to raise required amount of funding, achieve cost and risk objectives and to 

meet other goals such as developing and maintaining an efficient debt market. In addition of the already 

existing External and Domestic Debt Committee (EDDC), a new committee known as the Technical EDDC 

working party has been established. Amongst others, its functions include making recommendations to the 

minister on public debt management policy and strategy; all external borrowings, domestic debt issuance 

and guarantees; advising the Minister on all policy matters relating to public debt management; and 

performing any other functions assigned to it by the Minister in connection with the public debt. The 

members of the technical EDDC working party shall consist of members from the following departments 

and offices; the Public Debt Management Office, who shall be the chair; Accountant General’s Office; 

Financial and Capital Markets; International Cooperation; Fiscal Policy and Advisory Services; budgets 

revenue; Public Sector Investment Programmes; Legal Services Department; the Financial Markets 

Division; Exchange Control Division; and Economic Research Division of the Reserve Bank of Zimbabwe; 

and the Civil, Legal Advice and Legislative Drafting.  

 

Raising loans, securities and issuing guarantees 

Any line ministry or public entity that intends to benefit from borrowed resources in the form of a loan, 

security or guarantee shall be required to submit to Treasury, their annual borrowing plan for inclusion 

into the National Budget and Government’s Annual Borrowing Plan before the initiation of the Budget 

formulation process in line with priorities in the National Development Plan and those provided for in 

section 12 of the Act which provides for the circumstances under which the minister shall borrow funds. 

All borrowings for the following fiscal year, external or domestic, shall be submitted to the Public Sector 

Investment Programs and the Public Debt Management Office in July or mid-fiscal year for approval by 

the EDDC. Any proposal or project request for a loan, security or guarantee submitted by any public entity 



 

 

and local authority shall be submitted with approval by their respective line Ministers. All borrowing 

requests shall be accompanied with relevant documentation. The Public Debt Management Office is the 

principal agent in charge of undertaking debt management activities in Zimbabwe. The Public Debt 

Management Office in liaison with the line ministry and other relevant departments shall carry out spot or 

physical checks on all debt funded projects. The EDDC Working Party shall review and submit the 

consolidated report on disbursement and utilisation to the EDDC semi-annually. 

 

Decision Impact 

 

This piece of legislation is a signal and commitment by government to ensure that Government’s financing 

needs and its payment obligations are met at the lowest possible cost over the medium to long term, with 

a prudent level of risk, and to promote development of the domestic debt market government. If properly 

implemented, prudential lending and borrowing will prevail in government. Accountability will be 

enhanced. The huge government debt will be curtailed. State enterprises will have to meet the strict 

requirements to be able to access borrowed funds from government or to get debt guarantees from 

government. The appetite for unproductive borrowing will be curtailed. And Zimbabwe will be set on a 

dream debt free path. In the medium to long term, this will mean relief to taxpayers and future generations 

who face the prospect of being born to a debt-ridden country and mortgaged future. 

 

 

2.2.2 Code of Ethics for Auditor General Staff Gazetted 

 

Background 

 

The Auditor General’s office is a key institution in any jurisdiction. By carrying out audits of state 

enterprises, government departments and funds funded through Treasury, the office provides an opinion 

as to whether public funds – taxpayers’ monies are being spent and managed properly. Extravagant or 

imprudent spending of public funds is costly to taxpayers and the economy as a whole. The Audit Office 

acts as a watchdog on the spending, use or handling of public resources in the country. The Audit Office 

Board with the concurrence of the Minister of Finance has made regulations providing for the conditions 

of service of the members of the Auditor General’s Office (Audit Office). The regulations made under SI 

85 of 2019 made a raft of provisions meant to revamp the way and manner in which the Office conducts 

its business and covers the broad issues namely corporate governance; general administration; the audits; 

and finances of the Audit office.  

 

Law and Interpretation 

 

Corporate Oversight by the Board: The regulations address issues of Conflict of interest; corporate 

governance; Delegation by Board; Corporate communication; Strategic planning; Performance 

management; Performance monitoring amongst others. This is meant to ensure that the office is steered in 

the right path in line with national aspirations and objectives. 

Administration of audit office: Administrative issues covered by this law include Decentralisation of Audit 

Office operations; Documentation of organisational structure; Qualifications and disqualifications for 

posts; Grades and salaries structure; Recruitment; Career progression; Continuous professional 

development; Conditions of service; Code of ethics and professional conduct and Prudent use of Audit 

Office resources. These provisions are meant to bring about administrative efficiencies in the running of 

the affairs of the Audit Office. 

Audits: The range of external auditing activities that may be undertaken by the Auditor-General shall 

include the following: compliance and regularity audits, financial audits, performance audits, specialised 

audits (including information systems audits, procurement audits, management audits, forensic audits and  

environmental audits).The Auditor-General may undertake an assessment of risks to identify entities, funds 

and areas of highest risk in order to ensure that high risk areas receive sufficient audit focus.  

Finances of the Audit Office: The Auditor-General to ensure that the accounts maintained by the Audit 

Office conform to the requirements of the Public Finance Management Act [Chapter 22:19] and 



 

 

appropriate internationally accepted accounting standards. Among other issues covered under this part 

include: Bank accounts; Investments of Audit Office; Accounts of Audit Office; Assets of Audit Office; 

Internal Audit and External Audit of Audit Office. This is meant to ensure prudent financial management 

practices by the Audit Office. 

 

Decision Impact 

 

These regulations apply not only to members of the Audit Office but also to constitutional entities, 

ministries and public entities, statutory funds and organisations that receive or were funded through 

budgetary appropriations as well as persons engaged by the Auditor-General for the purpose of discharging 

the duties of the Auditor-General in terms of the Constitution and the Audit Office. This essentially means 

all the categories mentioned above have to have a thorough understanding of these regulations and ensure 

compliance. Failure to comply attracts serious repercussions. The audit Office is a watchdog to the use of 

public resources and hence proper regulations and procedures in the conduct of its business as the ones 

introduced through SI 85 of 2019 is key. What remains to be seen now is the implementation of these 

regulations. 

 

2.2.3 Government Extends Duty rebate for Air Zimbabwe 
 

Background  

 

As reported by The Herald of 28 April 2019, efforts to turnaround the fortunes of the national airliner, Air 

Zimbabwe have received a boost following revelations that Government recently extended the dispensation 

for the air carrier to import spares duty free. The government needs air Zimbabwe to fly and has through 

SI92 of 2019 extended duty rebate on spares imported by the airliner for another 12 months period.  

 

Law and Interpretation 

 

Through SI 92 of 2019 (Customs and Excise – Duty Rebate for Air Zimbabwe) the Government extended, 

for the whole of 2019, the existing rebate on engine spares and aircraft components for Air Zimbabwe. 

The debt ridden State owned airline was placed under judicial management with effect from October 4 

2018, amid a string of losses, in terms of the Reconstruction of State-Indebted Insolvent Companies Act. 

The paper further reported that Air Zimbabwe has also been struggling to meet its external obligations 

resulting in it being suspended from international aviation bodies, whose membership is critical for its 

global routes and that passenger numbers plunged to about 230 000 per annum from a peak of 1 million in 

1996. Air Zim assistant administrator Tonderai Mukubvu told The Sunday Mail Business that “extension 

of rebate was welcome as it reduces the cost of aircraft maintenance. The removal of import duty takes away a 

significant cost of maintenance. Air Zim spares must all be imported because we do not have any local manufacturer, 

as such the removal of the duty cuts down on the foreign currency required to import from wherever since the duty 

is also charged in forex,” he added. The airline currently has two functional aircraft; one flying and servicing 

domestic and regional routes and another currently grounded and undergoing maintenance procedure. In 

1980, Air Zimbabwe had 18 aircraft flying into 31 destinations but is now limited to Harare-Johannesburg; 

Harare-Bulawayo and Harare-Victoria Falls routes. 

 

Decision Impact 

 

The rebate of duty on importation of spares by Air Zimbabwe will go a long way in ensuring a low cost of 

repairs and maintenance as well as savings on foreign currency. While the fortunes of the airlines have 

waned over the years, as a national airline, government is duty-bound to see to it that it maintains a presence 

in the skies thereby continuously flying the national flag. 

 

2.3 Bill Watch 
Nothing to report 



 

 

3. Court Cases and Appeal 
 

3.1 Court Appeal 
 

3.1.1 Capital allowance on computer software court quo decide mero motu  
 

 

Case name  ZIMRA vs  Stanbic Bank Zimbabwe Limited SC 13/19 

Facts   This is an appeal by the ZIMRA to the Supreme Court against the decision of 

the Special Court of Income Tax Appeals to treat computer software as capital 

nature expenditure and qualifying it for special initial allowance.  

 The background is that the ZIMRA issued to Stanbic three amended assessments 

in respect of computer software acquired by Stanbic which the ZIMRA 

disallowed arguing it was capital expenditure, another one an assessment 

relating to the dividends that Stanbic held for its customer, Portland Pretoria 

Cement Limited and an assessment relating to a loan which Stanbic received 

from Standard Bank Limited in South Africa part of which was written off and 

purported interest earning deposits.  

 The ZIMRA treated the loan written off as a ‘grant or subsidy’ and taxable in 

terms of s 8 (1) (m) of the Income Tax Act. The assessments related as well to 

Nostro accounts transactions which the ZIMRA determined to be interest 

earning deposits. The issues were determined by the Special Court of Income 

Tax Appeals where it settled the issues between the parties, deciding the matter 

partly in favour of Stanbic and partly in favour of the ZIMRA (for detailed facts 

and decision refer to D Bank v ZIMRA FA 006/13 HH135/15).  

 It is against the decision made by the court to treat software expenditure as 

capital nature and qualifying it for special initial allowance (SIA) which the 

ZIMRA is now appealing to the Supreme Court against. 

Jurisdiction    The Supreme Court of  Zimbabwe 

Issues  for  

determination  

 Whether the Special Court for Income Tax Appeals (Special Court) erred in 

finding as it impliedly did that the Income Tax Act (Act) as it existed in the year 

2009 prescribed the deduction of SIA in respect of expenditure of a computer 

software in terms s 15(2)(a) as read with the 4th Schedule to the Act. 

 Whether the Special Court further consequently erred in directing the ZIMRA 

to issue a further amended assessment allowing the deduction SIA in terms of 

the Act when there was no such allowance permissible for such expenditure.  

 Whether the Special Court further erred in directing the ZIMRA to refund 

Stanbic the balance due taking into account the deduction of such SIA 

Date  of  

decision  

22 February 2019   

 

Decision    That the appeal by the ZIMRA has merit and must succeed and that the costs 

will follow the cause 

 That the appeal is allowed with costs and hereby the order by Special Court to 

grant Stanbic SIA in respect of computer software reversed 
  

The Facts  

Stanbic Bank of Zimbabwe installed a new computer software after the old system failed to cope with high 

value figures owing to 2006-2008 hyperinflation. The bank claimed the cost of installing the new computer 

software as a deduction in its tax return, which the ZIMRA denied arguing that it was of a capital nature. 

Its other transactions under dispute involved dividend held by the bank on behalf of its client, loan from 



 

 

Standard Bank Limited in South Africa written off and purported interest on Nostro accounts. The ZIMRA 

issued to Stanbic three amended assessments in respect computer software acquired by Stanbic which the 

ZIMRA disallowed as capital expenditure, another one an assessment relating to the dividends that Stanbic 

held for its customer, Portland Pretoria Cement Limited and an assessment relating to a loan which Stanbic 

received from Standard Bank Limited in South Africa part of which was written off. The ZIMRA treated 

the loan written off as a ‘grant or subsidy’ and taxable in terms of s 8 (1) (m) of the Act. The assessments 

related as well to Nostro accounts transactions which the ZIMRA determined to be interest earning 

deposits. The issues were determined by the Special Court where it settled the issues between the parties, 

deciding the matter partly in favour of Stanbic and partly in favour of the ZIMRA (for detailed facts and 

decision see D Bank v ZIMRA FA 006/13 HH135/15). It is against the decision made by the court to treat 

software expenditure as capital nature and qualifying it for SIA which the ZIMRA is appealing against. 

Therefore the current case result from the appeal by the ZIMRA to the Supreme Court against the decision 

of the Special Court to treat computer software as capital nature expenditure and qualifying it for SIA.  

 

Relevant Legislative Provisions and Case Law  

  
 Relevant Legislation  

 Section 15 (2)(a) of the Income Tax Act 

 Section 15 (2)(c) of the Income Tax Act 

 Para 2 of the Fourth Schedule to the Income Tax Act 

 Para 1(1) of the Fourth Schedule to the Income Tax Act (definition of article)  

 Section 62 of the Income Tax Act  

 Section 65 of the Income Tax Act 

 

Relevant Case Law  

 D Bank v ZIMRA FA 006/13 HH135/15).  

 Hlatshwayo v Mare & Deas 1912 AD 243 at 259 

 AS School & Ors v Zimbabwe Revenue Authority HH 314/16 

 Commissioner for Inland Revenue v Simpson 1949 (4) SA 678 (A) at 695  

 Commissioner of Taxes v C 1981 (2) SA 298 (ZA)  

  Secretary for Inland Revenue v Charkay Properties (Pty) Ltd 1976 (4) SA 872 (A)  

 Jarrold (Inspector of Taxes) v John Good and Sons Ltd [1963] 1 All ER 141 (CA). 

 Proton Bakery (Pvt) Ltd v Takaendesa 2005 (1) ZLR 60 (S) at 63 

 Quarries Ltd v Federal Commissioner of Taxation [1961] HCA 69; 106 CLR 310 

 Amberley Estates (Pvt) Ltd v Controller of Customs and Excise 1986 (2) ZLR 269 (SC) 

 

Competing Arguments  

  

Issue  The Zimbabwe Revenue Authority (ZIMRA) 

Whether SIA is 

claimable on 

computer 

software 

 That in granting SIA, the Special Court made a decision on a matter that was not 

properly before it.  

 That it erred at law as the matter that was before it was the question of whether 

or not the expenditure on computer software was of a capital or revenue nature 

and that the question of SIA was not brought before it by Stanbic and that its 

objection never mentioned the claiming of SIA.  

 That the reason for not making such a claim, is that a claim for SIA by its nature 

constitutes an admission that the software in issue is a capital asset and that this 

would then not tally with Stanbic’s claim that the computer software constituted 

expenditure of a revenue nature.  



 

 

 That Stanbic could not move for such relief predicated on the exact antithesis of 

the position it had taken in relation to the nature of the expenditure that the 

computer software constituted.  

 That as cited in Hlatshwayo v Mare & Deas 1912 AD 243 at 259 such position 

would have mounted to approbation and reprobation or the taking of two 

positions that are inconsistent with each other.  

 That the “reference” made by Stanbic to the SIA was not and could not be 

construed as a “prayer” for such allowance, neither could it be, in light of the 

position taken by it in the treatment of the computer software.  

 That SIA could not have been allowed as at 2009 because the amendment which 

introduced computer software as expenditure of a capital nature qualifying for 

SIA came into being in 2014 and became effective as from 2015.  

 That not all capital expenditure necessitated the claim for SIA but only those 

which are specified in the Fourth Schedule and that as at 2009, the word “articles” 

did not include “computer software”. 

 That a taxpayer wanting to claim SIA must make an election to claim it and part 

of that election is to accept the computer expenditure as of a capital nature.  

 That the issue of SIA was not argued in the court a quo (previous court) 

 

Issue  Stanbic Bank of Zimbabwe  

Whether SIA is 

claimable on 

computer software 

 That firstly, it is incorrect to state that a taxpayer who claims expenditure to be of 

a revenue nature cannot claim the deductions that are allowed for capital 

expenditure as set out in the Income Tax Act.  

 That in the court a quo it argued that the software was of a revenue nature and that 

alternatively if it was found to be of a capital nature, SIA ought to be allowed for 

it and the court a quo’s decision was in terms of that alternative position.  

 That the fact that a taxpayer makes an incorrect claim does not preclude it from the 

benefits in respect of what is then later found to be the correct position.  

 That the purpose of the whole system of assessment and appeal is to determine the 

correct amount of taxable income in the hands of the taxpayer and then to apply to 

that correct amount the provisions of the Finance Act and the Act.  

 That in the heads of argument filed with this Court, it submitted that: “On behalf of 

the Respondent it was argued at the hearing below that the expenditure was indeed other 

(of a?) revenue nature, but in the alternative it was submitted that if the approach of the 

Respondent was found to be incorrect, the respondent was entitled to claim as against the 

capital expenditure the special initial allowances set out in the Fourth Schedule to the 

Income tax Act. The learned Judge agreed with the Appellant that the expenditure was not 

of a revenue nature but other (of a?) capital nature. The learned Judge therefore confirmed 

the amended assessments, but equally confirmed that the appellant was entitled to the 

special initial allowance on that capital expenditure. It is submitted that the learned Judge 

acted correctly in that regard.”  

 That the extent of any moral turpitude in the approach of the taxpayer is dealt with 

by the imposition of additional tax-penalties and not by precluding a claim that 

could be legitimately made in terms of legislation.  

 That it is merely a party to a dispute as to the correct treatment of admitted 

expenditure, which dispute was resolved by the court a quo.  

 That argument by ZIMRA that computer expenditure did not fall in the ambit of 

capital expenditure in 2009 for which SIA could be claimed is incorrect since the 

amendment does not mean that computer software was previously not part of 

“articles, implements, machinery or utensils” alluded to in the Fourth Schedule.  

 That reference can be made to AS School & Ors v Zimbabwe Revenue Authority 

HH 314/16 where the court held that the introduction of a specific provision 



 

 

relating to teachers did not mean that the law prior to the introduction of the 

amendment did not cover teachers.  

 That the ZIMRA had not examined the statute as it existed at the relevant time in 

respect of assessments for the year ending 31 December 2009.  

 That there was no definition of the term “articles, implements, machinery or 

utensils” in the Schedule and that as a result such words must be given their 

ordinary meaning to ascertain whether or not they cover computer software.  

 That there was no dispute that the computer software was purchased “wholly or 

almost wholly” for the purposes of the trade of its and that the requirement to claim 

the allowances was never an issue between the parties.  

 That based on Commissioner for Inland Revenue v Simpson 1949 (4) SA 678 (A) 

at 695 when interpreting fiscal legislation, one must look to what is clearly said.  

 That the meaning of the words “articles, implements, machinery or utensils” was 

considered in the case of Commissioner of Taxes v C 1981 (2) SA 298 (ZA) which 

followed the decisions of Secretary for Inland Revenue v Charkay Properties (Pty) 

Ltd 1976 (4) SA 872 (A) and Jarrold (Inspector of Taxes) v John Good and Sons 

Ltd [1963] 1 All ER 141 (CA).  

 That based on Commissioner of Taxes v C (supra) the word “article” has a wide 

connotation and that it relates to a material thing which is not so merged with other 

things so as to lose its separate identity as an article. 

 That although computer software cannot be described as material or tangible, it 

undoubtedly is an article and can be sold or bought and is readily identifiable as 

being distinct and separate as from one person to another.  

 That in general computer software is an article or implement or utensil which in 

the modern world is used just as machinery for the furtherance of a business.  

 That 2014 amendment clarified the term(s) “articles, implements, machinery or 

utensils” to include tangible and intangible property in the form of computer 

software and if it intended to introduce a brand new concept, it would have added 

“computer software” to the list of “articles, implements, machinery or utensils”.  

 That as a result there was no change brought by the amendment, only clarification 

and that words and language evolve.  

 

  
Issue  Court reasoning and decision  

Whether the 

objections raised 

by each operator 

were valid?  

 That ZIMRA’s heads of argument aptly put this matter in its proper perspective 

and the articulation therein has been particularly helpful in the preparation of this 

judgment.  

 That it submitted correctly that the only issue relating to computer software that 

was placed by the Stanbic before the Special Court for Income Tax Appeals 

(Special Court) was whether the expenditure for the purchase of such software was 

an expense of a revenue or capital nature.  

 That the issue was never whether Stanbic ought to have been allowed a SIA.  

 That in its letter of objection, Stanbic also confined itself to the said issue by 

devoting to the question of whether the expenditure was an allowable deduction in 

terms of s 15 (2) (a) of the Income Tax Act.  

 That the contentions therein were firstly, that it had a legitimate expectation that 

the software would be treated as a revenue nature expense and this arose from a 

letter written by the previous Commissioner General to Messrs Ernst & Young  

 That according to Stanbic the letter was a non-binding private opinion which 

applied to it in terms of s 5 (2) of Schedule 4 to the Revenue Authority Act.  

 That upon proper interpretation, s 15(2) (a) of the Income Tax Act permitted the 

nature of such expenditure as an allowable deduction.  



 

 

 That s 65 (4) of the Income Tax Act provides as follows in relation to appeals 

lodged to the Special Court for Income Tax Appeals by taxpayers: “At the hearing 

of any such appeal the arguments of the appellant shall be limited to the grounds stated in 

his objection:  Provided that the High Court or the Special Court which hears such an appeal 

may, on good cause being shown or by agreement by the parties grant leave to the appellant 

to rely on other grounds.”  

 That a perusal of the record shows that the Special Court granted to the Stanbic SIA 

which was not founded on the grounds set out in its letter of objection. 

 That this is so because a claim for SIA would by its nature be an admission that the 

software in issue was a capital asset.  

 That however, Stanbic’s contentions throughout and as set out in the letter of 

objection were to the contrary, contending expenditure is revenue nature.  

 That the Act does not provide for expenditure of a revenue nature to qualify for 

SIA except in accordance with s 15 (2) as read with the Fourth Schedule.  

 That in its case before the Special Court Stanbic agreed that the software 

expenditure was an expense of a revenue nature and with this as its pronounced 

stance, it could not, without abandoning its argument, move for relief which was 

predicated on an exact antithesis of its given position.  

 That in the words of DE VILLIERS JP in Hlatshwayo v Mare & Deas 1912 AD 

242 at 259, dealing with a similar principle of pre-emption: “At bottom the doctrine 

is based upon the application of the principle that no person can be allowed to take up two 

positions inconsistent with one another, or as is commonly expressed to blow hot and cold, 

to approbate and reprobate.”  

 That in the Special Court  Stanbic did not seek any order to be granted of SIA  

 That it did not raise the issue of SIA in the letter of objection or in its case and 

heads of argument in the Special Court, but it was only in oral submissions that for 

the first time Stanbic’s counsel in that court made the following submission in 

which some kind of “claim” is made to SIA: “The second question that can be put Mr 

President to demonstrate the fallacy of the approach of ZIMRA is this; if it is a capital asset 

of 2(.) (w)hatever it is million, where has ZIMRA allowed the SIA on that. If you have a 

capital asset you are entitled to pay SIA, where has ZIMRA allowed that. ZIMRA has not 

approached this rationally. I will be making the same point in respect of the fourth issue. It 

is simply latched on to this, in our submission incorrect approach that what is in your public 

financial statement must be what you pay tax on.”  

 That this submission was not made and cannot be viewed as a prayer for SIA but 

was in fact a question posed to demonstrate a point in counsel’s argument.  

 That in any event, Stanbic could not make such a prayer as it had no factual 

background in the matter presented to the court a quo and such submission could 

not therefore be the basis for the court a quo’s judgment.  

 That from the judgment of the court a quo it can be shown that in the portion where 

the President dealt with the question of the nature of computer software, he devoted 

most of his time dismissing Stanbic’s argument that the expenditure was tax 

deductible on the grounds that the nature of the computer software was an asset 

which gave Stanbic an enduring benefit. 

 That there was no practice established by Stanbic as generally prevailing in terms 

of which such a deduction could be allowed.  

 That the court quo correctly decided that software expenditure was of a capital 

nature but after this decision there was no reference to any argument presented to 

the court by the parties in respect of SIA and that it is not proper for a court to 

determine a matter which is not raised or argued before it or to determine a matter 

on the basis of a point that was not raised before it (Proton Bakery (Pvt) Ltd v 

Takaendesa 2005 (1) ZLR 60 (S) at 63).  

 That there was no evidence before the Special Court showing expenditure on 

computer software was of a capital nature and would qualify for SIA and that such 



 

 

evidence was important because the SIA is not granted in respect of all forms of 

capital expenditure. 

 That it’s important to note however that definition of articles, implements, 

machinery and tools was amended to included computer software by the Finance 

Act of  2014 and making computer software subject to SIA.  

 That as at 2009, while computer software could have been of a capital nature, it 

was not specified in the Fourth Schedule for purposes of deduction of SIA.  

 That thus there was no basis as at 31 December 2009 for the Special Court to deduct 

SIA in respect of expenditure on software making the order of the court a quo 

directing the ZIMRA to refund the balance due to Stanbic arising from the effect 

of claiming SIA on the said expenditure not sustainable.  

 That the order of the court a quo is thus inconsistent with the Act and not capable 

of implementation and thus ZIMRA’s prayer for amendment of the order of the 

court a quo must, in the circumstances, must succeed.  

 That this conclusion is clear and unavoidable and this should be the end of story 

but the court proceeds with the discourse only for the purpose of further 

justification for the success of the appeal.  

 That the court a quo dealt with the issue of the computer software with a two 

pronged approach namely whether or not the expenditure on such software 

constituted expenditure of a capital or revenue nature. 

 That on this basis it found it to be capital nature and directed ZIMRA to grant SIA 

to Stanbic despite the fact that Stanbic’s case against the ZIMRA was only with 

regard to the classification of computer software expenditure.  

 That in so doing, the court a quo did not deal with or pay heed to the amendment 

and its effect on the Fourth Schedule.  

 That the deduction of SIA as formulated in the Fourth Schedule is subject to or 

dependent upon an election by the taxpayer and such election is binding.  

 That Hill  in his book Income Tax in Zimbabwe, Fourth Edition, Butterworths 1997 

p118 stated that “The allowance is granted only if the taxpayer so elects. Such election is 

virtually automatic in the case of all companies and those of individuals with high levels of 

taxable income, in order to obtain the advantage of the early deduction.”  

 That a claim for a deduction was however made in respect of a tax “ruling” dated 

18 May 1999 by the Commissioner of Taxes in the Department of Taxes in 

response to a letter from Ernst and Young dated 24 November 2008 requesting for 

Department’s practice in the treatment of computer expenditure in relation to s 15 

(2) (a) of the Income Tax Act.  

 That such “ruling” was to the effect that computer software constituted a 

consumable item whether or not the taxpayer owned it and accordingly a revenue 

nature. 

 That however the court a quo found that such letter was not a generally binding 

ruling and was not binding at all in 2009   

 That what further compounds Stanbic case is that before the court a quo it did not 

make a claim in the alternative for SIA in the event that it was wrong in classifying 

computer software expenditure as being of a revenue nature.  

 That further the specific issue of SIA was not argued or ventilated by the parties 

before the court a quo.   

 That whilst it is a fact, as submitted by Stanbic that generally a party can make 

claims in the alternative, it is also a fact that in the case of SIA in terms of the 

Income Tax Act, an election ought to be made even though the Act does not state 

when such election is made.  

 That it cannot be the position of the law that the election could be made before any 

court.  

 That as correctly put by the ZIMRA an election is made in or during the 

arrangements of a taxpayer’s affairs and that did not happen in this case.  



 

 

 That for this reason, the submission by Stanbic that because the Act, while 

requiring an election to be made, does not state when such an election is to be made 

cannot be sustained 

 That an election not having been made and the matter not having been raised and 

ventilated before it, it was incorrect for the court a quo to grant to Stanbic SIA on 

computer software.  

 That in any event, such an election could not have validly been made before the 

amendment introduced by Act No. 11 of 2014.  

 That Stanbic’s argument that computer software is covered by the word “article” 

in the Fourth Schedule and that the amendment merely clarified a position that was 

already provided for before its enactment cannot be sustained.  

 That in Secretary for Inland Revenue v Charkay Properties (Pty) Ltd 1976 (4) SA 

872, the meaning of “articles” was dealt with in the context of “machinery, 

implements, utensils and articles used by the taxpayer for the purpose of his trade” 

in terms of s 11(e) of South Africa’s Income Tax Act, 58 of 1962 and it held “The 

word “article” is of a wide and somewhat vague or definite connotation. Its ordinary 

meaning, relevant here, is a material thing forming part of, or coming under the head of, 

any class (Oxford English Dictionary, meaning IV, 13 and 14; and Webster, Third New 

International Dictionary, meanings 5a and 6a). The phrase quoted above itself identifies 

the particular class of things in question. “Articles” there thus means the class of all those 

material things that are used by the taxpayer for the purpose of his “trade”. “Things” means, 

of course, material entities or objects of any kind. “Trade” is also comprehensively defined 

in sec. 1 of the Act as including “every profession, trade, business, employment, calling, 

occupation or venture, including the letting of any property”. Hence the class of things 

involved is of considerable amplitude….Moreover the preceding words “machinery, 

implements, utensils”, do not sufficiently point to any genus; so no reason exists for not 

giving that word the ordinary, wide connotation canvassed above.”  

 That the approach of this court was to use the ordinary meaning of the word as the 

Act did not define it and according to the ordinary meaning, the word must be 

construed widely.  

 That in Quarries Ltd v Federal Commissioner of Taxation [1961] HCA 69; 106 

CLR 310, the High Court of Australia dealt with the word “articles” albeit in the 

context of “plant or articles”. Taylor J said the following:  “Article", of course, is 

an extremely wide word and it is undefined. But this may be of no more 

consequence than it was thought to be in M'Intyre v. M'Intee (1915) SC (J) 27 

where Lord Strathclyde observed: "The statute gives us no definition of 'article'. 

That is not surprising, for everyone understands the meaning of 'article'. A more 

comprehensive word could not by any possibility have been used" (1915) SC (J), 

at p 28.  The court in that case was confronted with the argument that the use of 

“articles” was restricted by the word “plant”.  

 That such argument is not relevant to this judgment and that no argument has been 

advanced that articles, implements, machinery or utensils must be construed as 

denoting a genus.  

 That a reading of the applicable provision shows that the nexus connecting all these 

words is that they all must be used for the purposes of the trade of the taxpayer.  

 That from the foregoing, the word “article” is ordinarily given a wide meaning. 

While the ordinary meaning of the word leads to the conclusion that it is of wide 

application, courts do not ascribe the intention of clarification of legislation on the 

legislature in a vacuum.   

 That this court was referred to the case of AS Schools & Ors v ZIMRA HH314/16 

for the proposition that amendments can clarify the law.  

 That in AS Schools v Zimbabwe Revenue Authority SC 61/17 UCHENA JA stated: 

“Mr Magwaliba for the respondent therefore submitted that the amendment did not bring 

in a new thing, but was legislated to clarify existing legislation. I agree. It is not unusual 

for the legislature to clarify legislation whose wording would have caused disputes…”  



 

 

 That what is of significance is the fact that in the current case, Stanbic did not 

provide any clear justification for the contention that the amendment merely 

clarified an already existing position of the law and no such clarification was 

pleaded before this court.  

 That in the absence of such basis the amendment must be read and applied as it is.  

 That in Amberley Estates (Pvt) Ltd v Controller of Customs and Excise 1986 (2) 

ZLR 269 (SC), GUBBAY JA dealt with the import of the word “includes” in the 

definition of “manufacture” in terms of s 2 of the Customs and Excise Act and 

held: “It is to my mind clear that by the use of the word “includes”, the Legislature intended 

to extend the meaning of “manufacture” in its ordinary, popular and natural sense, to 

embrace the specially mentioned activities of “mixing, brewing, distilling” or “production” 

about which there might have been disputes whether they came within the overall process 

of manufacture. (See R v Ah Tong 1919 AD 186 at 189; R v Debele 1956 (4) SA 570 (AD) 

at 575). Much the same view was expressed by Young J in E S & A Robinson 

(Rhodesia)(Pvt) Ltd v Macintyre NO 1962 (2) SA 638 (SR) at 644A”.  

 That the effect of the word “includes” is thus understood as an extension of the 

ordinary meaning of the word to be defined.  

 That in this case, the amendment was through an inclusion to “articles, implements, 

machinery or utensils” of tangible or intangible property in the form of computer 

software acquired, developed or used by a taxpayer for the purposes of his or her 

trade otherwise than as trading stock and that the amendment then defined 

computer software. 

 That this was an inclusion or in a way, an addition to “articles, implements, 

machinery or utensils” is further buttressed by the fact that in including “tangible 

or intangible property in the form of computer software acquired…”, the 

amendment also introduced a separate test for the inclusion of the said computer 

software.  

 That the test introduced was that it ought to be acquired or developed or used by a 

taxpayer for the purposes of his or her trade and that it must not be used, developed 

or acquired as trading stock. (own emphasis) 

 That in the Fourth Schedule, in relation to “articles, implements, machinery or 

utensils” the test is already laid out in para 2 (c) as “that the articles, implements, 

machinery or utensils were purchased by the taxpayer wholly or almost wholly for 

the purposes of his trade.”  

 That if computer software was already included in the Fourth Schedule before the 

amendment, as argued for the respondent, then there would have been no need to 

provide a specific test to be provided for it as the amendment does.  

 That while it must be accepted that generally legislation can be amended to clarify 

the position at law, it is not enough for a litigant to urge this Court to find in favour 

of such an interpretation without showing the basis for such a conclusion.  
 

    

Decision Impact 

The case is of academic interest since computer software expenditure has now been confirmed to be 

capital in nature and qualifying for capital allowances in terms of the fourth schedule effective 1 January 

2015. Important to note however is the fact an objection forms the final basis of an appeal and that a court 

cannot grant relief that has not been sought. The mistake of the court was to grant what had not been 

sought in the pleadings before it. Care must be taken by a taxpayer to ensure that all grounds for objection 

are fully covered as it has a bearing at appeal stage. The taxpayer made a mistake not including the right 

basis of objection, prompting the court to decide on issues not before it.     

3.2 Fiscal Appeal 

Nothing to report.  



 

 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 
 

4.1.1 Double deduction for export development expenditure  
 

Background   

 

Most Zimbabwean businesses that venture into export markets often encounter many costs and hassles 

which sometimes act as barriers to entry into export markets. Such costs or factors often include distance; 

different social and economic conditions and different national and foreign government regulations 

amongst others. The decision to enter an export market must therefore be taken after a close and careful 

examination of the opportunities available and the challenges involved. However, one aspect that is given 

little attention or is least known by both potential and existing exporters is that the fiscus provides income 

tax incentives to exporting players. This is because exports are of such a strategic economic importance to 

the country due to foreign currency demand. This article brings to the fore the two common income tax 

incentives available to exporting taxpayers namely: double deduction for export market development 

expenditure and reduced income tax rates as more fully explained below. 

 

Law and Interpretation 

 

Export market Development Expenditure 

In order to promote exports, the government provides for a deduction of an amount of any export-market 

development expenditure incurred by the taxpayer during the year of assessment, together with an amount 

equal to 100 percent of such expenditure. It means exporters are allowed to claim twice the amount of 

export market development expenditure incurred during the year of assessment (that is to say, $2 for every 

$1 incurred). For example if a taxpayer incurs say USD5,000 on a Trade Fair outside the country, the 

deduction in the income tax return will be USD10,000. The tax law defines export market development 

expenditure as expenditure, not being expenditure of a capital nature that is proved to the satisfaction of 

the Commissioner to have been incurred wholly or exclusively for the purpose of seeking opportunities for 

the export of goods from Zimbabwe or of creating or increasing the demand for such exports. It comprises 

expenditure incurred for the following purposes: 

 Research into, or the obtaining of information relating to, markets outside Zimbabwe; 

 Research into the packaging or presentation of goods for sale outside Zimbabwe; 

 Advertising goods outside Zimbabwe or otherwise securing publicity outside Zimbabwe for goods; 

 Soliciting business outside Zimbabwe or participating in trade fairs; 

 Investigating or preparing information, designs, estimates or other material for the purpose of 

submitting tenders for the sale or supply of goods outside Zimbabwe; 

 Bringing prospective buyers to Zimbabwe from outside Zimbabwe; and 

 Providing samples of goods to persons outside Zimbabwe. 

 

The general guide for eligibility would be its incurrence in creating or increasing the demand for export of 

goods. The expenditure should be of a revenue nature and not be of a capital nature. This suggests that 

capital nature expenditure should be capitalised and rank for capital allowances. The expenditure should 

be incurred in the process of creating or expanding a person’s trade or market in the foreign markets. 

Therefore similar expenditure for promoting domestic sales does not rank for a double deduction. 

Furthermore, this incentive does not apply in respect of services. It only applies to expenditure incurred in 

relation to the marketing of goods. For the purpose of this incentive, goods are defined as anything that 

has been manufactured, produced, grown, assembled, bottled, canned, packed, graded, processed in 

Zimbabwe, or otherwise dealt with in such manner as the Commissioner may approve. The burden of proof 

as to the eligibility of an item of expenditure as export market development expenditure therefore lies on 

the taxpayer (exporter). And the proof can only be provided through documentary evidence and taxpayers 

should maintain proper records to enjoy the incentive.    



 

 

Reduced income tax rates  

The law also provides for tax incentive in the form of reduced income tax rates for exporting manufacturing 

companies. An exporting manufacturing company refers to a company that conducts manufacturing 

operations and in any year of assessment exports at least 30% (50% before 1 January 2015) of its 

manufactured output. The operator enjoys a lower income tax rate compared to the general rate of tax of 

25.75%, which depends on the export level as percentage of total annual output as follows: for export level 

of 30% to below 41%, the rate is 20%, 41% to below 51%, the rate is 17.5% and 15% for exports of at 

least 51%.  These rates took effect from 1 January 2015, prior to this date a single rate of 20% applied for 

export threshold of at least 50%. The output is measured in terms of the physical units or quantities and 

assessed separately for each year of assessment. Meanwhile a manufacturing operation is defined as a 

‘process of production which substantially changes the original form of, or substantially adds value to, the 

thing or things constituting the product’  

 

Decision Impact  

 

Promotion of exports is therefore key as it may supplement the motive for economic growth and it is 

through such incentives as the double deduction for export market development expenditure and reduced 

income tax rates that the tax law makes its contribution. Prospective and existing exporters in Zimbabwe 

should take this opportunity to expand their markets beyond borders leveraging on these incentives. As 

already alluded to above, this deduction will reduce their taxable income as well as income tax liability 

thereby freeing financial resources for capacity utilisation and other critical financial obligations. In all, 

the incentive promotes growth of the export receipts for the country, boosting the national foreign currency 

reserves amongst other benefits and ultimately economic growth 

 

4.1.2 Government prohibits deduction of intermediate money transfer tax 
 

Background 

 

There has been much debate about the 2% money transfer tax much of it stemming from its legality. The 

legality of IMTT is now a mute issue as it has been regularised through the Finance Act, 2019. What is at 

stake is however its deductibility for income tax purposes and this article seeks to provide insight into the 

possible interpretation of the law regarding this matter. It is clear that the Finance Act, 2019 prohibits it as 

a deduction in the computation of income tax, but the Act is silent on the effective date for its prohibition. 

This has therefore resulted in different interpretation within the tax and legal fraternity. There is a school 

of thought which appears to suggest that IMTT has always been disallowed in the computation of income 

tax, whilst others of like mind like Matrix Tax School think disallowance takes place with effect from the 

20th of February 2019. The purpose of this article is to share views and should not be construed to be a 

legal opinion.  

 

Law and Interpretation 

 

The government introduced IMMT in 2003 and revised it from 5 cents per transaction to 2 cents per value 

of transaction effective 13th of October 2018. Since the time the tax was introduced, the legislation had 

been silent regarding its income tax deductibility and the presumption was that it should be allowed as a 

deduction because the law did not specify it should be disallowed.  Section  15(2) (a)  of the Income Tax 

Act (Chapter 23:06) which gives guidelines on deductible expenditure provides that allowable 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; or (ii) expenditure 

that constitutes prepayment for goods, services or benefits that will be used up in any subsequent year of assessment.” 
Regarding the IMTT it would satisfies the requirements of section 15(2) (a), but was specified as 

disallowed by the Finance Act 2019, gazetted on 20 February 2019. This was done through inserting a new 

section in the Income Act (Chapter 23:06) namely section 16(1)(d1) which prohibits deduction of  “any 

amount of Intermediated Money Transfer Tax charged in terms of section 22G of this Act;”. This puts beyond 



 

 

reasonable doubt regarding the income tax treatment of IMTT. The only contentious issue is from which 

date it is disallowed because the Finance Act, 2019 has not provided for the effective date of application 

of the law. Section 132 of the Constitution provides as follows: “An Act of Parliament comes into operation at 

the beginning of the day on which it is published in the Gazette, or at the beginning of any other day that may be 

specified in the Act or some other enactment”. This implies that where the Act or regulation is silent regarding 

effective date of the law, the date of gazetting of an instrument that has created it becomes its effective 

date of application. The overall effect is that the disallowance of IMTT is through Finance Act, 2019 which 

was gazetted on the 20th  of February 2019 and so is the effective date of its official disallowance.  

 

Confusion however reins regarding the period prior to 20th of February 2019. In other informal forums, the 

word is that ZIMRA is disallowing deduction of IMTT from the period prior to 20th of February 2019, on 

the basis that the clause 8 of the Memorandum to the initial Finance bill published is indicative of the 

intention of the legislature to disallow the amount from the inception of IMTT in 2003. Clause 8 on which 

this argument is predicated reads as follows “This clause seeks to clarify that any amount of Intermediated Money 

Transfer Tax is not deductible in terms of section 16 of the Income Tax Act.” Whilst this argument is persuasive, 

it is our strong view that the Constitution being the supreme law of the land, supersedes any other laws. 

And what is said puts an end to that which is not spoken. To construe that IMTT is disallowed from its 

inception, in our view would be an error at law. Another argument that is being thrown into the fray on 

IMTT is that it a tax. This argument is correct because it comes from the definition of “tax” in section 2(1) 

of the Income Tax Act which reads as follows: “tax means any tax or levy leviable under this Act.” This 

definition then takes us to section 16 1(d) of the Income Tax Act which provides for the non-deductibility 

of a tax on income. However, whilst IMTT is a tax leviable in terms of the Income Tax Act, it is not a tax 

on income which explains why it is being introduced as non-deductible separately of paragraph (d). The 

only provision where tax was disallowed as a deduction prior to the Finance Act 2019, is section 16 1 (d). 

Section 16 (d1) which categorically disallows IMTT was only introduced into law on the 20th of February 

2019. It is therefore our view that it is a deductible amount until 20th of February 2019.  

 

Decision Impact 

 

Taxpayers should separate IMTT incurred prior to and post the gazetting date of the Finance (No. 1) Act 

2019, which is 20 February 2019. That IMTT incurred prior to 20 February 2019 should be claimable as a 

deduction while that incurred post 20 February 2019 should be disallowed as it is specifically prohibited. 

Proper records of accounts must always be maintained in terms of the requirements of legislation. 

 

4.1.3 Time of supply dilemma when supplies are later settled in foreign currency 
 

Background  

 

The year 2019 has so far been the most eventful for Zimbabwe since the adoption of the multicurrency 

system in 2009 with regard to fiscal and monetary issues. The Finance (No.1) Act 2019 and Statutory 

Instruments 32 and 33 of 2019 which gave legal backing to the Monetary Policy pronouncements brought 

these developments. On the fiscal front key changes relating the VAT system include changes in time of 

supply rules as well as payment of VAT in foreign currency when taxable supplies are paid for in foreign 

currency. Issues will arise when a registered operator receives payment in a different currency some 

months down the line in respect of a sale whose VAT would have already been accounted for and remitted 

to ZIMRA based on time of supply rules. This creates a compliance hitch for taxable supplies settled in 

foreign currency as more fully explained below. 

 

Law and Interpretation 

 

The time of supply rules were amended to include (a) “in the case of a supply of a moveable good, at the 

time of its removal from the place of sale; or (b) in the case of a supply of an immoveable goods, at the 

time the recipient takes possession of it; or (c) in the case of a supply of a service at the time the service is 

performed. Prior to this amendment the time of supply was triggered by either the time an invoice is issued 



 

 

whether by the supplier or the recipient in respect of that supply or any payment being made for the supply, 

whichever occurred first. The amendment means there will be altogether five events which can trigger 

VAT on a supply. The practical consideration is that an operator who issues an invoice, delivery goods, 

performs services etcetera, whichever occurs first before he could receive monies from its customers 

should account for VAT on the supply and remit it to the ZIMRA on or before the 25th of the month 

following the end of the tax period.  This when linked with requirement to pay VAT in foreign currency 

creates some administrative complications.   

 

Meanwhile, the payment of VAT in foreign currency has been part of our legislation since year 2009 when 

Zimbabwe adopted the multicurrency system, it is only now that it dawned on the authorities that there is 

need to enforce it following the unsustainable maintenance of a parity rate of 1:1 between the United States 

Dollar (USD) and the Bond note. A registered operator is therefore required to pay VAT in foreign 

currency if the payment for a supply is received in foreign currency. In other words, when filing a VAT 

return, if the taxpayer trades in both RTGS$ and USD then VAT due for sales in RTGS$ should be paid 

in RTGS$ and VAT due from sales revenue received in USD should be paid in USD.  If the tax is not paid 

foreign currency as aforesaid new section 38A in the VAT Act penalises the operator. It states that as soon 

as it comes to the notice of the Commissioner that an operator has breached the requirement to pay VAT 

in foreign currency, the Commissioner shall after giving the operator a prior right of reply at least seven 

(7) days before the service of the order, serve upon the operator notice of an assessment of double the 

amount of tax payable in the foreign currency concerned. The penalty shall be payable in the foreign 

currency concerned. In addition to such VAT a further secondary civil penalty’ of USD30 for each day the 

operator remains in default is also levied. If after 181 days from the 7th day as aforesaid the default 

continues the operator will be guilty of an offence liable to a fine of up to $2000 or imprisonment up to 6 

months or both fine and imprisonment.   

 

The practical considerations are that a registered operator may ordinarily make supplies on credit terms of 

say one week, two week, 30 day or any other. In light of the time of supply rules outlined above, there may 

be some hitches when an invoice issued in RTGS$ is subsequently settled in foreign currency by the 

customer in a different tax period. This scenario raises a number of questions. Firstly, whether the tax paid 

or remitted in the currency of invoicing was correctly settled if not whether such tax should be refunded 

and replaced by the currency of payment for the supply. Secondly, whether the operator should be charged 

with penalty and interest because when the correct tax is eventually paid it will be out of time. Thirdly, 

whether a taxpayer should issue a credit note in respect of the first invoice that was denominated in RTGS 

and issue a new invoice to reflect the foreign currency payment received.  

 

With regard to the penalty and interest, it appears none should be levied if the operator correct the anomaly 

by remitting the tax in foreign currency within 7 days of receiving the taxable supplies in foreign currency. 

Section 38A requires Commissioner to serve prior notice if he became aware VAT was not paid in foreign 

currency and only to penalise an operator who has not settled the said tax in tax in foreign currency within 

7 days of such notice. Section 39 of the VAT Act also provides that the Commissioner may however waive 

in whole or in part any penalty or interest payable where he is satisfied that the failure on the part of the 

person concerned to pay tax within the required period did not result in any financial loss to the State or 

did not benefit such person financially and that this was not due to an intent to avoid or postpone liability 

for the payment of the tax. The case of VFSL (PVT) LTD at el vs ZIMRA HH23-19 has stated that there 

is no financial loss to the State or benefit to the taxpayer where (1) after factoring interest due on the unpaid 

tax, the taxpayer sustained a financial loss on the supply and a loss of the interest due to the fiscus and (2) 

if the taxpayer, after factoring interest due to the State on the unpaid amount, did not benefit financially by 

failing to pay the amount due timeously.  

 

 

 



 

 

Decision Impact 

The dilemma is even more acute with regard to filing of tax returns and the issuance of invoices to reflect 

currency of settlement. The authorities need to give clarity and guidance in respect of these matters. 

Nevertheless maintenance of accounting records is key. Separation of receipts and payments between those 

received in foreign currency and RTGS is critical. This will more importantly aid taxpayers in filing of 

returns and remittance of VAT if the sales revenue is being received in both local and foreign currency. A 

taxpayer’s VAT declarations must be supported by documentation.  

 

 

4.1.4 Directors of liquidated companies made liable for tax debts 

 

Background  

 

In terms of the company law, limited companies are legal personas separate from the natural persons who 

create them. They can be owed or owe, sue or be sued in their personal capacities. In so far as the claim is 

made against a company the shareholder or director’s loss is limited to his /her capital contribution. 

Creditors cannot therefore attach personal assets of the director or shareholder unless the creditor has 

suffered the loss through fraud or act of misrepresentation of the shareholder or director. Under such 

circumstances the law allows the piercing of the corporate veil thereby empowering the creditor to attach 

personal property of the shareholder or director. The Income Tax Act recently upheld this principle so as 

to protect the fiscus from prejudice by unscrupulous business people. Through the Finance (No. 1) Act, 

2019, the tax law has been amended with effect from 1 January 2019 to the effect that, if a company or 

entity (the old company) is wound up voluntarily, and in circumstances that give rise to a reasonable 

suspicion that it was deliberately put into liquidation to avoid any tax liability, the directors of the old 

company shall be jointly and severally liable for the amount of any tax due and payable by the old company. 

 

Law and Interpretation 

 

Section 77 (“Recovery of tax”) of the Income Tax Act [Chapter 23:06] is amended by the insertion of a 

new subsection which reads: “(8) If, in Zimbabwe or in its country of formation, incorporation or registration, a 

company or entity (“the old company or entity”) is wound up voluntarily, and in circumstances that give rise to a 

reasonable suspicion that it was deliberately put into liquidation to avoid any tax liability, and— (a) the directors (or 

other persons acting in a similar capacity) of the old company or entity (or any of them)— (i) incorporate or register 

another company or other entity (hereinafter called the “new company or entity”) that carries out substantially the 

same business as the old company; or (ii) operate as sole traders, whether individually or collectively, carrying on 

substantially the same business as the old company or entity; or (b) the whole or a substantial part of its business and 

property wherever situated is transferred to another company or entity which will be or has been formed, incorporated 

or registered under any law; the directors of the old company or entity (whether or not any of them become directors 

of or act in a similar capacity in relation to the new company or entity) shall be jointly and severally liable for the 

amount of any tax due and payable by the old company or entity.”. This piece of legislation came on the backdrop 

of a realisation by the authorities that some directors would, as a way of ‘walking out’ of their stinking tax 

debts resolve to voluntarily liquidate a company and form a new one and get off the hook. It is this cheap 

escape route that the authorities sought to close and protect the fiscus. The directors' personal bank accounts 

can be garnished or personal assets attached to settle the company’s debts. 

 

The Company Law perspective 

There had been mixed reactions amongst taxpayers as to the interpretation of this new law, with some 

suggesting that this law is out of sync with corporate law principles of separate legal persona and therefore 

this law should be a nullity. It is important to note that the Companies Act (Chapter 24:03) provides for 

prosecution of directors of a company under liquidation of judicial management where it can be established 

that they have engaged in acts bordering on criminality. Section 319 of the Companies Act reads: “319 

Prosecution of delinquent directors and others: If it appears in the course of the winding up or judicial management 

of a company that any past or present officer or member of the company has been guilty of an offence for which he 

is criminally responsible under this Act or, in relation to the company or the creditors of the company, under the 

common law, the liquidator or judicial manager shall cause all the facts known to him which appear to constitute the 



 

 

offence to be laid before the Prosecutor-General.” Thus directors can be personally prosecuted if they engage 

in activities of a criminal nature leading to the demise of a company. Hence the tax law has borrowed the 

concept of piercing the corporate veil and hold directors personally liable for defunct companies’ taxes. 

 

Decision Impact 

 

Directors of a defunct company are warned that they can now be held personally liable for the taxes of the 

company if the company is wound up voluntarily, and in circumstances that give rise to a reasonable 

suspicion that it was deliberately done to avoid any tax liability. They cannot form new companies with 

the hope of running away from tax debts of their old companies. Meanwhile the government through the 

new monetary policy as pronounced through SI33 of 2019 has provided for the conversion of United States 

Dollars balances of assets and liabilities as at 22 February 2019 to RTGS$ on a 1:1 basis implies the 

government has involuntary gave tax amnesty to those with outstanding tax liabilities as at that date. 

Directors or taxpayers with outstanding tax debts can therefore order their affairs and pay their tax debts 

or enter into tax payment plan with the ZIMRA to settle such debts because they have been devalued.  

 

 

 

4.2 Announcements 

 

4.2.1 ZIMRA Public Notice on PAYE returns and payments 

 
Background  

 

The fiscal and monetary changes introduced late 2018 and early 2019 presented serious challenges to 

employers regarding remittance of PAYE in foreign currency. ZIMRA has broken its silence and has 

through Public Notice no 14 of 2019 published the much awaited guidelines on filing of PAYE returns 

when remuneration is paid in multi-currencies – local and foreign currency. This clarification is meant to 

enhance cooperative compliance in line with monetary and fiscal changes of 2018 and 2019. However, it 

appears that the PAYE guidelines are at variance with para 3(1b) of the 13th Schedule to the Income Tax 

Act (Chapter 23:06) as they suggest calculation of the PAYE based of the combined earnings. The 

paragraph appears to suggest separate calculation of the PAYE. 

 

Law and Interpretation 

 

Submission and payment of PAYE for the period 18 November 2018 to 28 February 2019. 

ZIMRA requires employers to calculate PAYE using the relevant tax tables. The remuneration in 

RTGS/Bond and foreign currency should be added together and then PAYE determined based on that total 

amount in United States Dollars.  Rate of exchange of the United States Dollar to the RTGS/Bond for this 

period is 1:1.  One PAYE return [Form P2] shall be completed in United States Dollars.  The employer 

must attach separate schedules showing number of employees, total remuneration and PAYE for foreign 

currency and for RTGS/Bond. The resultant PAYE bill shall be apportioned between USD and RTGS 

based on the ratios of the gross remuneration. Tax payable in RTGS/Bond shall be remitted to the 

Commissioner General’s RTGS Account and the tax payable in foreign currency into the Commissioner 

General’s Nostro FCA. 

 

 

Submission and payment of PAYE for the period 1 March 2019 going forward. 

Employers are required to calculate PAYE using the relevant tax tables. The remuneration in RTGS$ and 

foreign currency should be added then PAYE determined based on that total amount. One tax PAYE return 

shall be completed in RTGS Dollars. The employer must attach separate schedules showing number of 

employees, total remuneration and PAYE in foreign currency and in RTGS Dollars. Tax payable in RTGS 



 

 

Dollars shall be remitted to the Commissioner General’s RTGS Account and the tax payable in foreign 

currency into the Commissioner General’s Notre FCA. The employer shall: 

 Convert remuneration earned in foreign currency to RTGS Dollars at the prevailing Interbank rate; 

 Add the remuneration determined above, to the remuneration earned in RTGS$ to get total 

remuneration. 

 Deduct allowable deductions to obtain the taxable amount. Deductions earned in foreign currency 

should also be converted to RTGS$. 

 Calculate PAYE in RTGS dollars using the tax tables. 

 Subtract the credits to determine the PAYE payable. Any credits earned in foreign currency should be 

converted to RTGS$. 

 Compute tax payable in foreign currency and in RTGS proportionately. 

  

Example on calculation of PAYE 

Employee Y earned a salary of US$200.00 and RTGS$1,200.00 earned in March 2019. Pension paid is 

RTGS$20.00. The payroll is run on 27 March 2019. 
 Remuneration in US$ (converted to RTGS$ at 2.9827) 596.54 

Remuneration in RTGS$ 1 200.00 

Total 1 796.54 

Less Pension 20.00 

Taxable Remuneration 1 776.54 

Tax Due  [1776.54*25%]-145 299.14 

Add Aids Levy  [299.14*3%] 8.97 

 Remuneration in US$ (converted to RTGS$ at 2.9827) 596.54 

Tax Payable 308.11 

PAYE in US$ [596.54/1796.54*308.11] = 102.31/2.9827 USD$34.30 

PAYE in RTGS/Bond [1200/1796.54*308.11] RTGS$205.80 

 

The employer therefore pays USD$34.30 to the Commissioner General’s Nostro FCA and RTGS$205.80 

to the Commissioner General’s RTGS/Bond Account. In terms of Section 4A (1) (a) of the Finance Act 

[Chapter 23.04] as read with the paragraph 3(1b) of the 13th Schedule of the Income Tax Act, employers 

are required to account for PAYE in foreign currency. Section 3(1b) provides: Where part of the remuneration 

from which employees’ tax is required to be withheld under subparagraph (1) is remuneration paid in foreign 

currency, the employer shall determine the amount of employees’ tax to be withheld from that part of the 

remuneration that is paid in foreign currency separately from the other remuneration, and shall pay to the 

Commissioner-General within the period specified in subparagraph (1) the appropriate amounts of employees’ tax. 
As per para 3(1b) it is clear that computation must be done separately, that is to say, two separate 

computations must be performed, one on the RTGS dollar earnings and the other in US dollar earnings. 

The law is also silent on how the PAYE due is apportioned between the two amounts, that is the US dollar 

earnings and the RTGS dollar earnings and neither does it give guidance on the income to which credits 

are applied first.  

 

Decision Impact 

The guideline provided by the tax administrator appears not in tune with the dictates of para 3 (1b) which 

provides separate calculation of USD and RTGS$ employees’ taxes. Important to note however is that if 

the computation is done separately, it is impractical because there will be difficulty in applying the tax 

rates. There is logic in converting the USD into RTGS and then combine the RTGS amounts and the 

calculate tax on the amounts and thereafter apportion the taxes according to their currencies and convert 

the US dollar amount for purposes of remittance, but the law has stated separate computation. However 

this gives illogical results and less burden to taxpayers. It is on this basis that we opine that the law needs 

to be amended accordingly because it’s capable of creating tax disputes. Meanwhile, the conversion of tax 

tables through s4 (1) (f) of SI33 of 2019 burdens taxpayers whether earning in foreign currency or RTGS$. 

As the interbank rate keeping rising many will be moved into higher tax bracket. This calls for the 

government to review the tax tables 

 

 



 

 

4.2.2 ZIMRA provides guidance on VAT returns and payments 
 

Background  

The requirement to pay VAT in foreign currency was reiterated through the Finance (No.1) Act 2019 which 

amended section 38 of  the VAT Act by insertion of para 4A which requires registered operators to pay 

VAT in foreign currency if the payment in respect of taxable supplies is received in foreign currency. This 

provision together with the Monetary Policy statement which partially liberalised the foreign exchange 

rates rattled the markets, leaving taxpayers in a quandary over the remittance of VAT and other taxes as 

well. In response ZIMRA has through Public Notice Number 15 of 2019 provides guidance on VAT returns 

and remittances as more fully explained below. 

The period 18 November 2018 to 28 February 2019:  

The Registered Operator shall complete and submit one VAT Return (VAT7) declaring sales and purchases 

transacted both in foreign currency [e.g. US$, Rand, Pula etc.] and RTGS/Bond. In completing the VAT 

return the registered operator shall add the foreign currency transactions to the RTGS Bond transactions. 

The Registered Operator must attach a schedule showing computations of tax separately in foreign 

currency and in RTGS/Bond. 

The period 1 March 2019 going forward 

The Registered Operator shall complete and submit one VAT Return (VAT7) declaring sales and purchases 

transacted both in foreign currency [e.g. US$, Rand, Pula etc.] and RTGS dollars. In completing the VAT 

Return the foreign currency transactions shall be converted to RTGS dollars using the exchange rate on 

the day of the transaction.  These should then be added to the RTGS dollars transactions. Therefore the 

single return submitted shall be in RTGS dollars. 

Amended Vat Return: The VAT return was amended to allow registered operators to provide information 

on calculation of tax in foreign currency separate from RTGS dollars. This can be accessed on ZIMRA 

website. 

Remittance of Tax: The tax payable in RTGS dollars or RTGS/Bond must be remitted to the Commissioner 

General’s RTGS Account and the tax payable in foreign currency must be paid to the Commissioner 

General’s Nostro FCA. 

Tax Invoices: Registered operators should ensure that tax invoices are issued in the tendering currency 

from the buyers of goods and services. 

Refunds: VAT refunds shall be processed as declared on the returns in the usual manner. Refunds shall be 

paid in foreign currency against proof that the tax was paid in foreign currency. 

 

Decision Impact 

 

If revenue is received in foreign currency the corresponding VAT should be accounted for in foreign 

currency. Compliance issues may arise if there is a change in the currency of payment after the time of 

supply i.e. subsequent to invoicing. This is because time of supply for VAT accounting is the earlier of 

invoice date, delivery of goods, performance of service or payment for the supplies [s8 (1) of VAT Act]. 

If payment for sale initially contemplated to be received in RTGS$ is subsequently paid for in foreign 

currency it means VAT levied on invoices (i.e. RTGS$) will be incorrect. Registered operators are 

therefore supposed to keep proper and accurate books of accounts separating payments made in RTGS 

from those made in foreign currency. 

 

 

 

 

 



 

 

4.2.3 ZIMRA Surpasses 2019 First Quarter Revenue Target 

 

Background 

 

In a bid to raise revenue, ZIMRA engages various strategies such as tax audits; intensified debt recovery 

activities; Data matching and third party information verification to widen the tax base and foster 

compliance; Random risk-based and intelligence patrols; Anti-smuggling operations and investigations in 

order to recover the taxes. Using these among other strategies, ZIMRA exceeded its First Quarter 2019 

gross revenue target by a staggering 41.50% after recording gross collections of $2.059 billion, against the 

set target of $1.455 billion mainly driven by Excise Duty. ZIMRA have expressed confidence that this 

trend is going to be maintained throughout the year due to a number of strategies lined up to increase 

revenue collections and to enhance levels of efficiency in in their operations.  

 

Revenue Performance 

 

During the quarter, gross collections amounted to $2.059 billion, which was 41.50% against the set target 

of $1.455 billion. After deducting Refunds of $114.98 million, Net Collections were $1.944 billion. This 

translates to a positive variance of 33.62% above the target of $1.455 billion. Compared to the same period 

in 2018, Gross Collections grew by 85.13% from $1.112 billion collected in first quarter 2018, which is 

above the annual inflation levels. Similarly, Net Collections recorded a growth of 83.82% from $1.057 

billion that was realized in the same period in 2018. Positive performance is attributed to the significant 

contributions from Intermediate Money Transfer Tax (IMTT), Corporate Income Tax (CIT) and Excise 

Duty. An analysis of performance per tax head is as detailed below. 

Corporate Income Tax: Collections were $242.08 million above the target of $172 million translating to a 

positive variance of 40.74%. ZIMRA attributed the positive performance of this revenue head to improved 

profitability by some established companies, improved compliance and enforcement activities by the 

Authority.  

Excise Duty: Collections amounted to $565.65 million against a target of $242.19 million. This translates 

to a positive variance of 133.56%. The performance of the revenue head was attributed to an increased in 

the duty rate and demand and supply of diesel and petrol. 

VAT on Local Sales: Gross VAT on Local Sales amounted to $336.70 million, above the set target of 

$308.10 million. This translates to a positive variance of 9.28%. The performance of the revenue head 

was attributed to inflationary pressures, improved voluntary compliance and enhanced enforcement 

by the Authority. 
Individual Tax (PAYE): Collections from Individual tax amounted to $235.91 million against a target of 

$235.21 million. This translates to a marginal positive variance of 0.30% and was attributed to salary 

adjustments and cushioning allowances by companies especially in the private sector.  

Intermediated Money Transfer Tax: IMTT realized $282.84 million against a target of $150 million. IMTT 

grew by 5333.99% from $5.21 million collected before change in policy in the first quarter of 2018. The 

huge growth is attributed to the hiking in the rate of IMTT from $0.05 per transaction to $0.02 per $1 

transferred. The increased electronic transactions due to shortages of hard currency in the economy can 

also be attributed to the astronomical rise in IMTT.  

 

Our interpretation is that the strong performance by ZIMRA in the first quarter of 2019 was mainly 

inflation driven. This comes on the backdrop of disbanding of the parity rate of 1:1 between the United 

States Dollar and the bond note, whereby overnight the prices of goods and services leaped by a factor of 

at least 3 in most cases as the business community adjusted prices in line with the new exchange rate. 

While the revenues shot up instantly, the cost of sales (deductions) that had already been incurred remained 

unchanged and hence the higher turnover against unchanged cost, yielding higher profits. Resultantly, 

Corporate Income Tax and VAT recorded huge positive variances. At the same time, the rising prices 

might have then forced employers to adjust wages and salaries upwards in order to cushion workers against 

the sudden rise in the cost of living emanating from high prices. The sum total of the currency reforms 



 

 

made by government was therefore reflected in the higher than anticipated revenue collections mainly in 

form of CIT, VAT, Excise duty, and PAYE.  

 

Decision Impact 

 

The revenue targets set by government for ZIMRA have already been over taken by events. The currency 

reforms announced in February 2019 have left prices shooting through the roof, at least trebling in the most 

of cases. Government must therefore revise its revenue targets or rebase them in foreign currency. 

Meanwhile the resolve by ZIMRA to continue with its drive to engage taxpayers in order to build a culture 

of voluntary compliance, maintain a stance of zero tolerance to corruption and improve its operating 

systems to improve efficiency and add value to taxpayers may be the solace it needs as these are timeless 

and sustainable strategies in ensuring a compliance regardless of the economic cycles that may be 

experienced. Taxpayers are therefore advised to exhibit good corporate citizenship by paying their taxes 

on time and in full all the time. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

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. 

 

 

 


