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1. Introduction 

 
1.1 Highlights 
 

We are honored to present our February 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 MTUs will keep our clients updated with information that includes 

changes in tax and other related laws, court decisions, announcements and interpretations that bring 

relevancy to the business environment.  

Tax Conference Victoria Falls 2019 (22nd -25th May 2019) 

Matrix Tax School will host The Third Edition of the annual Tax Conference Victoria Falls 2019 in 

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

VAT Seminar 

Matrix Tax School to host a VAT seminar on the 21st of March 2019 at Meikles Hotel to unpack the 

intriguing and sophisticated VAT rules introduced through the just gazetted Finance Act, 2019. The session 

includes presentations and panel discussion to thoroughly address the practical implications of paying taxes 

in foreign currency across all tax heads.  

Legislative ambiguity regarding VAT treatment of day old chicks corrected 

When a new law is created in respect of existing law, the new law normally amends or repeals the existing 

law. It is however very rare to find new law which conflicts with existing law being enacted without 

repealing the existing law as was the case with VAT regulations on day old chicks which is now being 

rectified by the latest statutory instrument. 

Declaration of Special Economic Zones  

The Special Economic Zones (SEZs) Act was promulgated into law in October 2016 in order to attract 

foreign direct investment (FDI) inflows, generate employment and promote exports. This is not a new 

concept in Zimbabwe as government once came up with Export Processing Zones (EPZs) from 1996-2006 

that were mainly export-oriented. SEZs include several specific characteristics inclusive of the fact that it: 

is a geographically delimited area, usually physically secured; has a single management or administration; 

offers benefits for investors physically within the zone; and has a separate customs area (duty-free benefits) 

and streamlined procedures, preferential conditions and provides public facilities so as to attract foreign 

investors set up factories whose products are mainly for export. There are fiscal benefits of operating within 

the SEZs.  

The Finance Bill Finally Gazetted into Law  

The passing of the Finance Bill (No 3) of 2018 has been gazetted into law. Thus on the 20th of February 

2019 the President signed the bill into Finance Act, 2019, thereby giving it the legal impetus to become 

law. The Act however is full of controversy since most of its provisions still recognises the United States 

dollar as the functional currency notwithstanding recent announcement of the interbank rate through the 

Monetary Policy Statement. 

Monetary Policy Highlights vs Finance Act 1 of 2019 

On the 20th of February 2019 Reserve Bank of Zimbabwe (RBZ) Governor Dr John Mangudya presented 

the Monetary Policy Statement (MPS) which seeks to formalise the trade of foreign currency and 

effectively declared the use of Real Time Gross Settlement (RTGS) dollar as a local currency. He reported 

that the move is important in bringing sanity in the foreign currency market whilst at the same time 

promoting exports, diaspora remittances and investments for the good of our national economy. However 

tax problems are far from being resolved as the recently gazetted Finance Act recognises the 1:1 parity rate 

bond notes to United States Dollar  

 



 

 

The new VAT time of supply rules to close tax leakages   

The time and value of supply rules form the foundation of our VAT system. It has always been a bone of 

contention whether the time of supply for movable goods is the same as the time of supply for immovable 

goods. Besides, taxpayers because of the currently obtaining economic environment have been 

circumventing the current general time of supply rule, earlier of invoicing and payment in order to defer 

payment of VAT. This loop hole appears closed through the new Finance Act, 2019 which has since 

expanded the time of supply rules to include the time movable goods are delivered, taking of possession 

of immovable property and time services are performed.  

Tax credit in respect of mental and physical disability  

Living with disabilities is never an easy thing because there are disadvantages such people suffer compared 

to their counter parties with no disabilities which may include additional care cost. Whatever the cause of 

the disability, the government provides tax relief to such taxpayers in the form of a tax credit, which is an 

amount of money that natural persons can subtract from the taxes that may be due to the Revenue 

Authority.  

Taxation of travel allowance 

Most organizations have their employees travelling back and forth for business purposes. For others their 

occupations require them to travel on a more regular basis. The cost of such travelling is usually borne by 

the employer and in other circumstances the travel allowances come into existence when the 

employee uses personal funds in the course of employer’s business and then later reimbursed, 

repairs of personal vehicles and lastly when upfront payment of allowances are funded by the 

employer before the duties are carried out.  

Creditor hair cut taxable income to debtor  

The Zimbabwean tax legislation treats as gross income of taxpayer benefits in the form of concessions, 

compromises or arrangements made with creditors e.g. discounts, refunds, rebates, write offs or waivers 

from a creditor. It may also be represented by an expenditure incurred and deductible to the taxpayer and 

written off by the supplier. Many taxpayers fail to account concessions or compromises for income tax 

purposes, causing them to suffer tax penalties. 

Payment Solution Providers to Meet Minimum Requirements 

The India Committee on Payment and Settlement Systems (CPSS) defines “retail payments” as mainly 

consumer payments of relatively low value and urgency. Accordingly, “retail funds transfer system”  is  

defined  as  a system  which  handles  a  large  volume  of  payments  of  relatively  low  value  in  such  

forms  as  cheques,  credit  transfers,  direct  debits,  ATM  and  EFTPOS  (Electronic  Funds  Transfer  

at  Point  of  Sale)  transactions. Due to the growth in use of electronic transactions, the government of 

Zimbabwe has seen it necessary to drive the growth in use of Retail Service Payment Systems by 

publishing the requirements for one to duly register as a Retail Service Payment Systems Provider.  

The High Court reserved judgement on challenge of 2% tax  

The Finance Minister, on 13th of October 2018 revised intermediated money transfer tax (IMTT) which 

has now been turned into law by the Finance Act, 2019 from 5 cents per transaction to 2 cents on the 

value of money transfer transactions exceeding U$10.  Since the day the tax was introduced it has been 

getting washers of controversy day after day. 

The taxman surpassed its January 2019 collection target 

The government’s stream of revenue is mainly linked to the collection of tax. That is the main reason why 

the Revenue Authority does anything within its power to collect revenue in the form of tax from the various 

taxpayers. 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% money transfer tax the Zimbabwe Revenue Authority has exceeded its January 2019 gross 

revenue target by over 16.97%  

                                                                 

                                                                                                            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) 
 

Matrix Tax School will host The Third Edition of Tax Conference Victoria Falls 2019 in Zimbabwe from 

the 15th to the 18th of May 2019. The theme: “Tax policy for growth and development 2019 and beyond”. 

The Conference which has the regional orientation, assembles technical experts locally and globally to 

share anticipation of market outlook, insights into technical matters, and experience from practical cases. 

Transparency, complexity, exchange of information, increasing tax disputes and tax turbulence are some 

of the keywords to describe the new tax era experienced by today's tax executives. 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 is about tax and investment in keeping with the 

government vision of a middle income economy by 2030. We look forward to meeting you at the 

Conference, discussing together how to transform our economy with confidence against the evolving 

landscape. We are very confident you will find The Tax Conference 2019 to be enjoyable and worthwhile.  
 

 
 
 



 

 

1.2.2 VAT Seminar 
 

Matrix Tax School to host a VAT seminar on the 21st of March 2019 at Meikles Hotel to unpack the 

intriguing and sophisticated VAT rules introduced through the just gazetted Finance Act, 2019. The session 

includes presentations and panel discussion to thoroughly address the practical implications of paying taxes 

in foreign currency across all tax heads.  

 

 

 
 



 

 

2. Legislation 
 

2.1 Acts 

 
Nothing to report. 

 

2.2 Statutory Instruments 

 
2.2.1 Legislative ambiguity regarding VAT treatment of day old chicks corrected 

Background 

When a new law is created in respect of existing law, the new law normally amends or repeals the existing 

law. It is however very rare to find new law which conflicts with existing law being enacted without 

repealing the existing law as was the case with our VAT regulations when it comes to day old chicks 

(Reference can be made to our January 2018 MTU article, “Legislative Ambiguity on Day Old Chicks”). 

Under such circumstances, that is when you find taxpayers implementing desperate measures such as the 

contra fiscum rule, to support the legislative position that lessens their tax burden. The contra fiscum rule 

is usually applied by the courts where an ambiguity arises during the interpretation of fiscal legislation. 

This rule is a common law principle stipulating that should a taxing statutory provision reveal an ambiguity, 

the ambiguous provision must be interpreted in a manner that favours or imposes the minimum burden on 

the taxpayer just as was specified in the case of Badenhorst v CIR 1955 (2) SA 207 (N) 215.The  anomaly  

in the issue of live poultry, specifically day old chicks with regard to VAT has now been amended by the 

Value Added Tax (General) (Amendment) Regulations, 2018 (No.51), gazetted as SI 19 of 2019.  

 

Law and Interpretation 

 

The Minister of Finance and Economic Development has amended Part II of the Second Schedule of the 

VAT (General) Regulations, 2003, by the repeal of the following: 

 
“Heading No.  Commodity Code  Description of Goods 

01.05  0105.1100  Fowls of the species Gallus domesticus weighing 

not more than 185g” 

     

 

Therefore, this amendment implies that day old chicks are no longer zero-rated for VAT purposes but 

rather they qualify for exemption purposes only in terms of the First Schedule of the VAT Regulations. 

This thus renders SI 129 of 2010 which zero rates day old chicks as at the 1st of September 2010 to be 

invalid. Meanwhile, this change in legislation upholds the provisions enacted as SI 197 of 2012 which had 

the effect of exempting day old chicks from the 1st of January 2013. However, the effective date of this 

amendment has not been mentioned. In most instances where the regulations are silent as to the effective 

date, they are presumed effective as at the date of publishing.  Section 20 of the Interpretation Act (Chapter 

1:01) provides that: “Every statutory instrument shall be published in or with or as a supplement to the Gazette and 

shall come into operation on the date of its publication unless some other date is fixed by or under the statutory 

instrument for the coming into operation thereof” (own emphasis). This therefore implies that, since this SI 19 

of 2019 was gazetted on the 15th of February 2019, this might be deemed to be the effective date.  

 

Decision Impact 

 

The ironing out of the ambiguity in VAT legislation through the move made by the Finance Minister is a 

blessing in disguise for the government at the expense of the taxpayer. This is so because when there was 

ambiguity, the contra fiscum rule would enable the taxpayer to zero-rate the chicks and claim input tax in 

respect of the supply of chicks, but now that the exemption law holds an upper hand, input tax is no longer 



 

 

claimable. The taxman is thus benefiting more as compared to the taxpayer. Another negative implication 

if the government chooses to backdate the amendment is that,  if the taxpayer had claimed input tax on 

purchases related to supply of the chicks such claim will be disallowed and refunded to the ZIMRA. In 

addition penalties and interest will also be charged in terms of s 39 of the VAT Act [Chapter 23:12].  

 
2.2.2 Declaration of Special Economic Zones  

 
Background 

 

The Special Economic Zones (SEZs) Act was promulgated into law in October 2016, largely to attract 

foreign direct investment (FDI) inflows, generate employment and promote exports. The introduction of 

SEZs in Zimbabwe is not a novel concept as government once came up with Export Processing Zones 

(EPZs) from 1996-2006 that were mainly export-oriented. The EPZs normally have the advantage of 

attracting foreign investment, creating jobs, expanding the industrial base, introducing technology and 

creating backward linkages between the zones and the domestic economy. The Zimbabwean experience 

was somewhat different since the EPZs produced mixed results and they were mainly criticized for giving 

rise to unfavourable labour, social, gender-specific and environmental issues. In particular, there were 

concerns over the failure to deliver quality employment and a living wage, as well as the high opportunity 

costs involved. This then resulted in many economists advocating for the SEZs. The term “SEZ” covers a 

broad range of zones such as free trade zones, export processing zones, industrial parks, economic and 

technology development zones, high-tech zones, science and innovation parks and enterprises zones. SEZs 

include several specific characteristics inclusive of the fact that it: is a geographically delimited area, 

usually physically secured; has a single management or administration; offers benefits for investors 

physically within the zone; and has a separate customs area (duty-free benefits) and streamlined 

procedures, preferential conditions and provides public facilities so as to attract foreign investors set up 

factories whose products are mainly for export 

 

Law and Interpretation 

In terms of section 20 of the Special Economic Zones Act [Chapter 14:34], the Zimbabwe Special 

Economic Zones Authority, through General Notice 675 of 2018 has declared the following areas to be 

Special Economic Zones with effect from  the 24th of August, 2018: 

 

1. Belmont Industrial area, situated in Bulawayo Metropolitan Municipality; 

2. Kelvin lndustrial area, situated in Bulawayo Metropolitan Municipality; 

3. Donnington Industrial area, situated in Bulawayo Metropolitan Municipality; 

4. Imvumila Industrial area, situated in Bulawayo Metropolitan Municipality 

 

Decision Impact 

 

The above stated places have been deemed to be SEZs and there is a likely possibility that employment 

creation shall rise as well as foreign direct investment. However, it is important to note that there are certain 

conditions that influence the success of the SEZs since they do not solely depend on the incentives offered 

in the zone, but basically on the economy-wide conditions prevailing in the country. The government thus 

has to ensure that the policy and institutional environment is favourable enough to attract foreign investors; 

and also there should be policies in place that result in the ease of doing business. SEZs should thus be an 

integral part of the country’s industrial, trade and investment policies; hence there must be synergy and 

consistency among all the country’s policies. Furthermore, strong inter-departmental coordination within 

government and strategic public-private partnerships (PPPs) are also key factors. Another important 

condition for the success of SEZs is the development of adequate infrastructure to unlock the full potential 

of SEZs. The country will also need to focus on economic activities that exploit its comparative and 

competitive advantages such as agriculture, mining and tourism. The enforcement of environmental, labour 

and other standards has been found to be very important for the success and sustainability of SEZs. In 

addition to that, there is need for high-level political support and broad commitment to ensure the 



 

 

successful implementation of SEZs in Zimbabwe.  On top of it all, the Zimbabwe Special Economic Zones 

Authority must be well-resourced and capacitated to carry out its mandate. The following are some of the 

tax benefits of a special economic zone operator (investor):  

 Accelerated capital allowance policy of 50% of capital expenditure in first year and balance in equal 

instalment over two years.  

 Exempt from shareholders’ tax, non-resident tax on fees and non-resident tax on royalties. 

 Taxable income of licensed investor having qualifying degree of export orientation is taxed at the rate 

of 0% in the first 5 years of operation and 15% thereafter.   

 Rebate of duty on raw materials, intermediate goods, equipment and machinery. 

 

2.3 Bill Watch 
 

2.3.1 The Finance Bill Finally Gazetted into Law  

 
Background  

 

The passing of the Finance Bill (No 3) of 2018 has been the top story in the business world since it has 

been deemed to be long overdue. This Bill which passed the second reading by the House of Assembly on 

the 20th of December 2018 was initially put to halt by the Senate which went into recess and resumed work 

on the 29th of January 2019. Technically during the recess nothing was debated by the Senate, hence the 

Bill could not be passed to the President’s office for the final signature which converts the proposed 

provisions from being a Bill to an Act of Parliament.  The norm as discussed in our January 2019 MTU is 

that the House of Assembly makes its own amendments and pass the Bill on to the Senate, which is also 

expected to make its own amendments before passing it on for Presidential ascent.  On the 20th of February 

2019 the President signed the bill into Finance Act, 2019, thereby giving it the legal impetus to become 

law.  

 

Law and Interpretation 

 

On the 30th of January 2019, the Senate considered and passed both the Finance (No. 3) Bill and the 

Appropriation (2019) Bill, as received from the National Assembly.  These Bills were passed by the House 

of Assembly after certain amendments were made which were detailed in our January 2019 MTU.  The 

Senate did not exercise its right of sending back the Bill to the National Assembly although there were still 

pending issues which were not ironed out at the Committee stage of the clause-by-clause consideration of 

the Finance Bill. The main issue of concern which was not addressed was the US dollar/ Bond note parity. 

This implies that, it is still questionable even by the legislators, whether the US dollar and Bond note are 

at par with each other. However, the failure of the Senate to exercise its right implies that it was in 

agreement with all the provisions of the Bill. Therefore, the Senate’s passage of the Bills without 

amendments permits Parliament to send both Bills to the President for his assent and signature, after which 

they were gazetted as Acts and come into legal effect on 20 February 2019.  

Decision Impact 

The fact that the Senate was quick to pass the Bill without making any amendments prompted its gazetting 

into law due to its importance and urgency. However, the gazetting of a law on the 20th of February 2019 

with most of its provisions taking effect from 1st January 2019 can cause chaos in relation to its 

implementation due to the backdating of the law. The retrospective application of the law brings 

uncertainty on taxpayers which rocks the core of taxation principles. The law making process needs to be 

expedited in order not to cause confusion on taxpayers. 

 



 

 

 

2.3.2 Monetary Policy Highlights vs Finance Act (No.1) of 2019 
 

Background 

On the 20th of February 2019 Reserve Bank of Zimbabwe (RBZ) Governor Dr John Mangudya presented 

the Monetary Policy Statement (MPS) which seeks to formalise the trade of foreign currency and 

effectively declared the use of Real Time Gross Settlement (RTGS) dollar as a local currency. He reported 

that the move is important in bringing sanity in the foreign currency market whilst at the same time 

promoting exports, diaspora remittances and investments for the good of our national economy. In 

September 2018 the exchange rate ranged from around $1.80 to US$1.00 and increased to the current rate 

of between $3.00 and $4.00 to US$1.00 resulting in increase in inflation. Separation of bank accounts into 

Nostro FCAs and RTGS FCAs was done in October 2018 and this has seen the Nostro FCAs increasing 

from around US$ 240 million to US$451 million as at 31st of January 2019. The increase in exchange rate 

during the last quarter of 2018 resulted in multi-tier pricing system depending on the mode of payment. 

The official exchange rate (1:1 parity) brought forth economic turmoil which included multi-tier pricing, 

speculative pricing, negative investor confidence and valuation and accounting difficulties, asset-liability 

mismatches.  The MPS is anchored at establishing a trading mechanism of RTGS balances and bond notes 

with international currencies through establishing an inter-bank foreign exchange market to restore 

domestic competitiveness and promote growth as well as strengthening demand for the domestic forms of 

payment and to preserve foreign currency for external payments purposes that include importation of goods 

and services, foreign dividend payments, business and personal travel and servicing of country’s external 

commitments.  

Key highlights of the MPS 

The following are the major highlights of the MPS:  

 

 The existing RTGS balances, bond notes and coins in circulation denominated RTGS Dollars and 

the RTGS dollars recognised as a veil of the Zimbabwe’s currency  

 The RTGS dollars to be used as functional currency in pricing of goods and services, debts, 

accounting and settlement of transactions. 

 The RBZ committed to use the instruments at its disposal to maintain stability of the exchange Rate. 

 The RBZ has arranged sufficient lines of credit to enable it to maintain adequate foreign currency 

to underpin the foreign exchange market.   

 Foreign currency requirements for Government expenditure and other essential commodities i.e. 

fuel, cooking oil, electricity, medicines and water chemicals shall continue to be made available 

through the existing letters of credit facilities and/or the Foreign Exchange Allocations Committee 

at a willing buyer willing seller rate, namely at that the ruling rate of exchange. 

 RTGS dollar to float against other currencies at interbank rate which has been started off at 2.5 to 

the United States dollar and that banks and Bureaux de change to report activities of the inter-bank 

foreign currency market on daily basis.  

 Bureaux de change authorised to purchase foreign currency without limits but shall be limited to 

sell foreign currency for small transactions such as subscriptions, business and personal travel up 

to a maximum aggregate daily limit of US$10 000 per bureau de change. . 

 Diaspora remittances and other offshore funds to be treated as free funds and pay-outs are done in 

foreign currency to the recipients.  

 Exporters to benefit from the inter-bank foreign currency market and to promote uninterrupted 

supply of forex in the economy, the export retention thresholds of between 30% and 80% 

established (30% tobacco farmers, 80% for manufactures, transporters, horticulture, tobacco and 

cotton merchants etc and between 50%-55% for miners). 

 Effective 25 February 2019 the RBZ to put in place local Nostro FCAs settlement platform to allow 

inter bank settlements. 



 

 

 RBZ to implement monetary framework to sterilize liquidity so as to help contain inflationary and 

exchange rate pressures. 

 Banks to publicise their 2018 financials on 31st March 2019 based IFRS accounting system. 

 As part of ongoing initiatives to strengthen the stability and resilience of the financial system, the 

RBZ to put in place a macro-prudential policy framework to start operating by 30 June 2019.  

 

Tax implications 

 

The Finance Act gazetting and MPS announcement were done concurrently. The MPS somehow  

clarified tax fundamentals regarding payment of taxes, except those cases where taxes are required to 

be paid in foreign currency such as section 38 of the VAT Act Chapter 23:12 as well as section 4A of 

the Finance Act, Chapter 23:04. It is clear from the Finance Act that taxes should be paid in the currency 

of trade. For Tax and Accounting reporting purposes, the MPS has offered an interbank rate as the basis 

of conversion of foreign currency transactions. The Finance Act, 2019 provides for and maintains a 

parity rate of exchange of 1:1 between the RTGS or Bond and the United States Dollar (USD) as 

envisaged on its definition of “legal tender other than foreign currency” yet the MPS has liberalised the 

exchange rate, an acceptance of the fact that the bond note and the USD are not at par. The taxes Acts 

envisage tax amounts and figures in foreign currency (USD) which is against the spirit of the MPS that 

provides for adoption of the RTGS dollar, and there has not been a pronouncement to harmonise the 

two. In our view, the MPS should have been a precursor to the Finance Act. Unfortunately, the 

authorities could have realised the economic problems very late and could not reverse the Finance Bill 

at Presidential assenting stage. Legally, if the President raises an issue on the Finance Bill, it would be 

referred back to the House of Assembly where it would take long before being escalated again to the 

President. Now that the Finance Act is in conflict with economic fundamentals and the MPS, this can 

be corrected by way of a general notice or failing which the mid-term fiscal policy, but the latter option 

has a huge impact on business as it can only happen in July. Other conflicting issues, are that the Finance 

Act which talks of a 1:1 when the economic reality is that we now have an interbank exchange rate as 

means of exchange between the USD and the RTGS$ which is the reporting currency. Some provisions 

and tax tables are expressed in United States Dollar, for example the PAYE tables are in USD and the 

practical consideration is that the tax brackets must be multiplied by the interbank exchange rate to 

obtain the PAYE in RTGS dollar. 

 

General Business implications 

  

 The RTGS dollar may pave way for the introduction of the Zimbabwean dollars which economic 

and political commentators have said favourable condition for re-introduction of ZIM dollar is 

sustainable production to avoid another run on the ZIM dollar.  

 The Monetary Policy will likely get rid of currency distortion and multi-currency system by 

allowing the floating exchange rate to dominate and the RTGS and nostro balances trading on a 

willing-seller, willing-buyer basis thereby moving to the pragmatic market operation system. This 

may assist in stabilising the exchange rate and consequently bringing prices of most goods down as 

well as incentivising export production. 

 Price stability and removal of distortions boost investor confidence and promote security and 

certainty of investment which may encourage inward investment in the nature of foreign direct 

investment, but it’s necessary that the government guarantees peace, security of tenure, capital and 

dividend repatriation and property rights etc.     

 If Governor’s pledge on ensuring efficient in forex market, an efficiently operating inter-bank forex 

market continues it is expected that there will be significant forex flowing into the less risk and 

more transparent formal system, which is expected to overtake the alternative market. 

 The Central bank should seed more US$s to banks and exchange bureaus so that foreign currency 

is readily available in the market. Failure to provide sufficient forex may result in increase in rates 

and cause inflationary pressures. This also poses challenges in devaluation of people’s salaries, 

pensions and money market investments. 



 

 

 If the Government participates in the foreign market this may be a recipe for disaster as the 

government will then be enticed to print money which may drive inflation up which lead us back 

into 2008 hyperinflation, we pray that the government resists the printer for now.      

 Even though the Governor has promised to put measures to curb money laundering and parallel 

market activities, the tax evaders and the money launderers may still go to black market in order to 

satisfy their forex needs while at the same time evading detection and this will continue to drive 

exchange rates on the parallel market. 

 The RBZ has pledged to arrange sufficient lines of credit, but if this fails the forex market will run 

dry and cause increase in exchange rate as demand outweighs supply causing a run on the RTGS 

dollars and the United States Dollar to get firm and this could throw the market into tumble. 

 Another source of risk is creation of waiting list by the banks and bureaux de changes and this will 

make traders seek alternative supply in the form of black market. 

 The labour issues stemming from the monetary policy – potential devaluation of employees’ 

salaries. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

3. Court Cases & Appeal 
 

3.1 Court Appeal 

3.1.1 Taxpayer losses an attempt to cheat the taxman 
 

 

The Facts 

XYZ is a 100% state owned company which is mandated to develop and operate 11 500 hectares of 

industrial land in the XYZ Special Economic Zone (“SEZ”). It was established in 1999 with its key role as 

the developer and operator of the XYZ Industrial Development Zone (“IDZ”) as well as an investment 

attractor. XYZ concluded an agreement of lease with DF (Pty) Ltd (“DF”) to rent out its property in the 

IDZ. The initial lease period for the property was for 12 years and 2 renewal periods thereafter of 12 years 

and 5 years respectively. DF required XYZ to build it a facility to rent which was expected to be ready for 

occupation by 1 July 2010, being the effected date of the lease agreement. This was then registered as a 

long term lease in terms of the Deeds Registry. XYZ expected its executive authority and shareholder to 

fund the construction of the DF rental facility hence, a construction company known as JK Construction 

(JK) was granted a tender to build the facility. In the second month of the building, XYZ ran into financial 

difficulties and could not afford to pay JK since its executive authority and shareholders did not manage to 

Case name XYZ (PTY) LTD VS Commissioner South African Revenue Service, Case No. 14189 

Facts  XYZ is a 100% state owned company which is mandated to develop and operate industrial 

land in the XYZ Special Economic Zone (“SEZ”) and the XYZ Industrial Development 

Zone (“IDZ”). 

 The company had to build a facility to rent out to DF (Pty) Ltd (“DF”) as per their agreement 

of lease, which it expected its executive authority and shareholder to fund the construction, 

and whereupon it granted JK Construction (JK) a tender to build the facility. 

 It failed to pay JK for the construction service and whereupon JK proposed to continue the 

construction in a bid to be appointed by XYZ for future projects but this proposal was not 

lawfully acceptable. 

 XYZ then leased the property to MN subject to DF’s tenancy in terms of the DF Lease 

Agreement, and then ceded and assigned the DF Lease Agreement to MN 

 The Cession and Assignment required MN to pay an amount of R125 million upon the 

Rental Date; and XYZ would be substituted by MN as landlord, in terms of the DF Lease 

Agreement, thus DF would pay all amounts due in terms of the DF Lease Agreement to MN. 

 MN later on concluded an agreement of sale of rental enterprise to ST Limited 

 The purchase price was R135 million in terms of which R125 million payable by ST to MN 

would be payable directly to XYZ on behalf of MN. 

 MN then omitted to include the lease premium amount in its income tax return on the basis 

that it was a customer deposit, hence a liability. 

  CSARS was not convinced by XYZ’s explanation, hence it issued a finalisation of audit 

letter to XYZ and it raised an additional assessment in respect of R125 million and imposed 

a 10% understatement penalty (“USP”). 

 XYZ objected to the additional assessment, but this objection was disallowed by CSARS 

Jurisdiction   Income Tax Court Of South Africa, Johannesburg 

Issues for 

determination 

  Whether the receipt of R125 million by XYZ in respect of a lease premium is of a revenue 

or  capital nature 

 Whether XYZ earned the amount of the lease premium as a result of the lease agreement 

Date of 

decision 

 20 December 2018 

Decision   The appeal was dismissed without an order as to costs 

 The Commissioner’s assessment of 2012 year of assessment was confirmed. 

  The imposition of 10% USP and interest was confirmed. 



 

 

assist with funding. The failure to pay JK had attendant reputational risk and other financial constraints. JK 

offered to continue construction work on condition that it would be repaid by being appointed for future 

projects of XYZ, but this offer was not accepted as it did not comply with the requirements of the Public 

Finance Management Act. XYZ leased the property to MN for a period of 50 years subjected to DF’s 

tenancy in terms of the DF Lease Agreement. XYZ then ceded and assigned the DF Lease Agreement to 

MN and the Cession and Assignment Agreement required MN to pay an amount of R125 million upon the 

Rental Date; and XYZ would be substituted by MN as landlord, in terms of the DF Lease Agreement, thus 

DF would pay all amounts due in terms of the DF Lease Agreement to MN. MN then concluded an 

agreement of sale of rental enterprise to ST Limited; and agreed that a payment of lease premium arising 

therefrom should be made. The purchase price was R135 million in terms of which R125 million payable 

by ST to MN would be payable directly to XYZ on behalf of MN. However, when XYZ filed its income 

tax return it did not include the whole lease premium amount of R125 million received as a gross income. 

Instead, the premium was amortized in its tax return. CSARS then enquired about the omission of the lease 

premium. XYZ alleged that the premium was a customer deposit; hence a liability but it could not 

substantiate the explanation. CSARS then issued a finalisation of audit letter to XYZ and it raised an 

additional assessment in respect of R125 million and imposed a 10% understatement penalty (“USP”). XYZ 

objected to the additional assessment, but this objection was disallowed by CSARS, hence the issue on the 

ground.  

  

Relevant Legislative Provisions and Case Law 

South African ITA Zimbabwean ITA 

Section 1: 

 

“ ‘gross income’, in relation to any year or period of 

assessment, means— 

(i) in the case of any resident, the total amount, in 

cash or otherwise, received by or accrued to or in 

favour of such resident; or during such year or period 

of assessment, excluding receipts or accruals of a 

capital nature but including, without in any way 

limiting the scope of this definition, such amounts 

whether of a capital nature or not so received or 

accrued as are described hereunder, namely— 

…. 

(g) any amount received or accrued from another 

person, as a premium or consideration in the nature 

of premium— 

(i) for the use or occupation or the right of use or 

occupation of land or buildings;” 

Section 8(1): 

 

“gross income ” means the total amount received by or 

accrued to or in favour of a person or deemed to have been 

received by or to have accrued to or in favour of a person 

in any year of assessment from a source within or deemed 

to be within Zimbabwe excluding any amount (not being 

an amount included in “gross income ” by virtue of any of 

the following paragraphs of this definition) so received or 

accrued which is proved by the taxpayer to be of a capital 

nature and, without derogation from the generality of the 

foregoing, includes— 

(d) any amount so received or accrued from another person 

as a premium or like consideration paid by such other 

person— 

(i) for the right of use or occupation of land or buildings; 

or 

(ii) for the right of use of plant or machinery; or 

(iii) ………………………………………………” 

Section 11(h): 

 

Section 11(h) applies in instances where a premium 

or the value of improvements to lease property was 

included as gross income in the determination of a 

taxpayer’s taxable income. Silke describes the inter-

relationship between the inclusion of a premium and 

the allowance provided by section 11(h) as follows: 

“The whole amount of the premium is included in the 

gross income in the year in which it is received or 

accrued. The lessor is not entitled to the benefit of a 

spread of the amount over a period.” 

Section 8(1) (e): 

 

“(e) in the case of any person to whom, in terms of any 

agreement relating to the grant to any other person of the 

right of use or occupation of land or buildings or by the 

cession or assignment 

of any rights under any such agreement, there has accrued 

in any such year the right to have improvements affected 

on the land or to the buildings by any other person— 

(i) the amount stipulated in the agreement as the value of 

the improvements or as the amount to be expended on 

improvements; or 

(ii) if no amount is so stipulated, an amount representing, 

in the opinion of the Commissioner, the fair and reasonable 

value of the improvements; 

and, in either case, any such amount shall be deemed to 

have accrued to such first-mentioned person from the date 



 

 

such improvements were effected, in equal monthly 

instalments over the unexpired period of such agreement, 

cession or assignment, as the case may be, or over a period 

of 10 years, whichever is the less:” 

 

Competing Arguments 

 
Issue Taxpayer  

Whether the 

lease premium 

was of a 

capital or 

revenue nature  

 That the payment of R125 million is of a capital nature being proceeds in respect of the 

disposal by XYZ of an asset (comprising of its rights, title and interests in and to the DF 

Lease Agreement) and that it does not fall within XYZ’s gross income in terms of the law. 

 That someone from a bank advised XYZ to cede the lease agreement; hence it was contacted 

by the holding company of MN Property Group.  

 That MN wanted to buy the land and building, but this was impossible since XYZ was not in 

the business of selling land and or assets. 

 That an unprecedented financial crisis caused XYZ to enter into a cession agreement with 

MN, and later MN, entered into lease agreement with DF. 

 That MN then sold the lease agreement to ST, but it is XYZ which invoiced ST for the 

payment of R125 million. 

 That the cession and lease transactions were a disposal of rights in the DF Lease Agreement. 

 That the lease amount was calculated to be close to the amount owed to JK. 

 That the term lease premium did not mean lease per se as almost all involved in the 

organisation used the term lease premium loosely. 

 That it was never meant to be a lease as in a rental lease but rather a sale of rights. 

 That the Commercial Manager who drafted the contract also used the term lease premium, 

and the Board of XYZ approved the transaction along the lines of a lease premium 

 That the payment thereof did not mean upfront rental. 

 That from the day XYZ concluded the MN agreement it knew that MN was not going to 

occupy the building, instead DF would, but there is nothing untoward if the main lessee does 

not occupy a rented space, in the event that the contract provides for a sub-lease clause.  

 That in respect of the payment made by ST, XYZ was involved so that it can have some 

control of type of tenants it required. 

 That the portion of payment was amortised in the tax return because they were not aware of 

the middle stages. 

 That there was a curtain between the projects and finance departments, hence not everyone 

knew what the contract was really about, although the invoice to ST reflected a lease 

premium. 

 That the sale of a major part of the asset is regulated by the PFMA and the Companies Act 

No. 71 of 2008.  

 That the case of Turnbull is distinguishable in that it was applied within the spirit of Income 

Tax Act No. 31 of 1941, of which the 1941 Act excluded receipts of a capital nature in its 

definition of gross income.  

 That however, the current law now includes receipts of a capital nature in-so-far as the special 

inclusions are concerned. 

 

Issue CSARS 

Whether the 

lease premium 

was of a 

capital or 

revenue nature 

 That XYZ was obliged to include the lease premium into its gross income  

 That XYZ failed to substantiate the reasons for the omission of the lease premium amount 

 That an additional assessment and a 10% understatement penalty was necessary 

 That it initially imposed the USP at the rate of 25% but believed it to be fair and equitable to 

reduce it to 10% because higher penalty would have caused XYZ significant hardship. 

 That the Audited Annual Financial Statements (“AFS”) and financial reporting period do not 

show the accounting policy of how such a sale of the assets will be treated by XYZ. 

 That the Investment Property Asset note did not show any evidence of such asset being sold.  

 That the cash flow and income statements did not show proceeds from sale of assets. 



 

 

 That XYZ did not produce evidence that the AFS was later corrected to indicate such 

intention in subsequent years. 

 That IAS 40 clearly defines Investment Property of which one key element is land or building 

held to earn rentals or for capital appreciation. 

 

 Court Decision and reasoning  

Issue  Court reasoning and decision  

Whether the 

lease premium 

was of a capital 

or revenue 

nature 

 That the determination that an amount or expenditure is of a capital nature is left to the 

court to define the meaning of the disputed receipt.  

 That there is no single test to determine the nature of an amount, but the intention or change 

of it by the taxpayer is key to the resolution of the impasse.  

 That in the South African Revenue Services v Founders Hill (PTY) Ltd, it was stated 

invoking the intention of the taxpayer as the litmus test which determines whether the 

proceeds of an asset sold are of a capital nature or income nature  is difficult since the 

intentions change. 

 That the essentials of a contract of lease was set out in Kessler v Krogman, that: “the 

essential of a contract of lease are that there must be an ascertained thing and a fixed rental 

at which the lessee is to have use and enjoyment of that thing”. 

 That in Novartis SA (PTY) LTD v Maphil Trading (PTY) LTD it is stated that it is the role 

of the court not witnesses to interpret a document. 

 That in Dexgroup (PTY) LTD v Trustco Group International (PTY) LTD and Others the 

court stated that: “In regard to the interpretation of the contract it was submitted that the 

arbitrator was bound by the ‘well established rule that a contract must be interpreted by 

construing its plain words’ and that it is only in cases of ambiguity or uncertainty that an 

arbitrator can take account of surrounding circumstances ‘or its so-called factual matrix’” 

 That Commissioner for South African Revenue Service v Reunert (PTY) LTD case is 

necessary when it comes to the interpretation of relevant provisions. 

 That Section 102(1)(a) and (f) of the Tax Administration Act No. 28 of 2011 (“TAA”), 

provides that a taxpayer bears the burden of proving that an amount, transaction, event or 

item is exempt or otherwise not taxable; or that a “decision” that is subject to objection and 

appeal under a tax Act is incorrect. 

 That XYZ bears the burden of establishing that the Cession and Assignment of Lease 

Agreement to MN relieved XYZ the status and the rights of landlord over DF; thus 

resulting in the lease premium from DF not being taxed in the hands of  XYZ. 

 That the court will examine the transaction by summarising the evidence tendered by the 

two witnesses of  XYZ; that is, Mr D and Mr E. 

 That Mr D’s evidence is not in accord with the implementation of the agreement since he 

did not know everything about the transaction despite presenting himself as the champion 

of the deal. 

 That Mr D did not even name the person from Standard Bank who suggested the cession 

and he neither gave the dates when XYZ was contacted by Gateway, although at his level 

it was expected that he could have kept a record of events. 

 That Mr D also worked with Mr I but there were no reasons alluded by XYZ as to why Mr 

I was not called in as a witness. 

 That the evidence of Mr D is not admissible because it contradicts what was intended as 

the complete memorial of a jural act in the form of an agreement between XYZ and MN. 

 That Mr E was not an employee of XYZ at the time of the agreement under review, hence 

his opinion was not welcomed and his evidence is not admissible. 

 That the argument of substance over form as submitted on behalf of XYZ does not 

appreciate that MN should have assented to the contract as a contract of sale of rights. 

 That XYZ did not lead evidence that it once changed its intention; from being a landlord 

to a seller of assets.  

 That in an enquiry as to whether the receipt is of a capital or revenue nature, the starting 

point is the intention of formation of the taxpayer. 

 That XYZ was formed to attract investment by utilising its land through rentals and it is 

not in dispute that XYZ never and was never mandated to sell assets. 

 That the submissions to the Executive Management and the Board of XYZ referred to the 

offer of MN being one that constitutes an upfront payment of rental income. 



 

 

 That the evidence that the amount of the lease premium is as close as possible to the amount 

of the DF Lease Agreement demonstrates the close ties with the DF Lease Agreement. 

 That the argument that there is no correlation between the monthly rental for 12 years and 

the R125 million lump sum payment cannot be accepted. 

 That the full rental received for the 12 years was discounted to its present value to benefit 

XYZ.  

 That the sum of R125 million in 12 years’ time would have lost the value it has currently 

and this is where the benefit arises for XYZ. 

 That there is no dispute that XYZ was also advised to buy back the lease from MN in year 

13 when its financial position had improved. 

 That the argument is contradictory when it refers to the cession of the rights, but rather, it 

should have referred to the disposal of an asset and not what XYZ referred to as a 

discounted rental as shown throughout its documents to be a lease premium. 

 That there is also the issue of the tax advice with curious timing and of prominence is the 

fact that the cession agreement followed shortly after the tax advice. 

 That in the event that XYZ was confident and certain that it was not supposed to pay tax 

from the receipt of R125 million it could not have amortised the receipt in the tax returns. 

 That Mr D’s testimony under cross-examination about ST’s involvement is that XYZ 

wanted to have some control over the type of tenants it required. 

 That it is probable to assume that ST was considered to be a sub-tenant; hence the control 

 That the evidence availed strengthens that there was a correlation between XYZ and 

subtenants through MN signifying a rental transaction since it does not aver that the party 

that has totally ceded the rights would still be interested in controlling the tenants of the 

cessionary. 

 That XYZ alluded that the sale of a major part of the asset is regulated by the PFMA and 

the Companies Act No. 71 of 2008, but there was no evidence of compliance with these 

regulations. 

 That if it is accepted that all the members of XYZ used the term lease agreement loosely, 

as per Mr D’s testimony, it is however baffling that an experienced commercial lawyer and 

Attorneys did not see anything wrong in drafting contracts in that fashion. 

 That this makes it clear that all other role players knew that they were really dealing with 

a rental and not the sale of any asset. 

 That this is the reason Mr I or attorneys involved were not called to give evidence since it 

appears that the witnesses are carefully hand-picked.  

 That the other parties except for Mr D knew precisely that they were dealing with a pure 

lease agreement and not a sale of asset. 

 That even if Mr E’s evidence was admissible; accepted accounting standards provide for 

the reporting of the sale of intangible assets. 

 That the intention of XYZ was always to enter into a rental agreement, fully knowing that 

the receipt flowing therefrom is of a revenue nature. 

 That the lease agreement with DF was the only lucrative deal at the time; hence XYZ 

guarded the deal jealously to the extent of protecting every cent flowing from the deal. 

 That XYZ worked around the clock; and in the process crossed the line in an attempt to 

attain an undue tax benefit. 

 That the agreement between XYZ and MN was intended to provide the true intention of 

the parties. 

 That the cession or sale of bundle of rights is not viewed as purported by XYZ to be a sale 

of assets since it was intended for XYZ to earn a lease premium. 

 That the receipt of R125 million is of a revenue nature and therefore taxable in the hands 

of XYZ. 

 That section 11(h) applies in instances where a premium or the value of improvements to 

the lease property was included as gross income. 

 That From the evidence, it is apparent that XYZ was not truthful about the receipt. 

Whether the 

understatement 

penalty and 

interest are fair 

 That the imposition of penalty by CSARS is in order. 

 That it can be concluded that XYZ did not include the receipt of the lease premium as gross 

income. 

 That XYZ has not advanced any reasonable grounds for the remission of interest in terms 

of section 89quat (3) of the Act. 



 

 

 That the omission by XYZ to return and or pay the receipt on time has led to the 

Commissioner suffering financial loss; therefore liable for interest. 

Court’s final 

decision 
 The appeal was dismissed without an order as to costs. 

 The Commissioner’s assessment of 2012 year of assessment was confirmed. 

  The imposition of 10% USP and interest was confirmed 

 

Decision Impact 

It is important for taxpayers to note that the onus lie with them to prove the intention why they engaged 

in certain transactions. However, it is the duty of the court of law to analyze contracts and really come to 

the conclusion as to what the real intention of the taxpayer was. Taxpayers are obliged to have an 

appreciation of what the legislation avers in respect of certain aspects, for instance, they should understand 

what gross income is and what constitutes it. Understating the gross income can attract penalties and 

interest which can prove to be exorbitant on the part of the taxpayers hence it is advisable to avoid crossing 

the paths of ZIMRA. Cheating the law can also be costly on the part of the taxpayer, hence taxpayers 

should try with every means possible to be compliant. 

 

3.2 Fiscal Appeal 

Nothing to report on 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 
 

4.1.1 The new VAT time of supply rules to close tax leakages   
 

Background 

 

Value Added Tax (VAT) an indirect tax charged on consumption of goods and services is charged by VAT 

registered operators on their supplies of goods and services within or outside Zimbabwe. The time and 

value of supply rules form the foundation of our VAT system. The time of supply rules indicate the point 

in time a transaction is deemed to have actually occurred for the purposes of accounting for VAT whilst 

the value of supply rules determine the amount that can be attached to the transaction for VAT purposes. 

Most taxpayers have often confused the specific time frames that certain goods and services have been 

supplied, specifically when the items supplied are goods which are immovable or movable in nature. It has 

always been a bone of contention whether the time of supply for movable goods is the same as the time of 

supply for immovable goods. Besides, taxpayers because of the currently obtaining economic environment 

been circumventing the current general time of supply rule, earlier of invoicing and payment in order to 

defer payment of VAT. This loop hole appears closed through the new Finance Act, 2019 which has since 

expanded the time of supply rules to include the time movable goods are delivered, taking of possession 

of immovable property and time services are performed.  

 

Law and interpretation 

 

The old section 8 (1) of the VAT Act [Chapter 23:12] defines the general rule of time of supply of goods 

or services as follows: “(1) For the purposes of this Act, a supply of goods or services shall, except as is otherwise 

provided for in this Act, be deemed to take place at the time an invoice is issued by the supplier or the recipient in 

respect of that supply or the time any payment of consideration is received by the supplier in respect of that supply, 

whichever time is earlier.” Therefore, the time of supply is that specific time that an invoice is issued by the 

supplier or the recipient in respect of that supply or the time that the payment of consideration is received 

by the supplier in respect of that supply, depending on which of the two scenarios happen to take place 

earlier.  This provision is replaced through the Finance Act of 2019 which brought about a clause which 

extends the meaning of “time of supply” by repealing section 8(1) of the VAT Act and substituting it with 

the following: “(1) For the purposes of this Act, a supply of goods or services shall, except as is otherwise provided 

for in this Act, be deemed to take place— 

(a) at the time an invoice is issued by the supplier or the recipient in respect of that supply;  or  

(b) the time any payment of consideration is received by the supplier in respect of that supply;  or 

(c) in the case of a supply of a moveable good, at the time of its removal from the place of sale;  or 

(d) in the case of a supply of an immoveable goods, at the time the recipient takes possession of it;  or 

(e) in the case of a supply of a service at the time the service is performed; or whichever time is earlier.” 

 

This implies that with effect from 1 January 2019, the time of supply is not only determined at the time the 

invoice is issued or the time a payment is received but rather, the nature of the goods in question is now 

being taken into account. For instance, in the scenario where moveable goods are supplied; the time of 

removal of goods marks the time of supply. When the goods in question are immovable in nature, the time 

of supply shall be that time when the recipient finally gets the goods transferred in his or her own name. 

The time of supply of services is deemed to be that time that the service is actually performed. So generally, 

the time of supply is determined by the earlier scenario of any of these four scenarios specified by the 

amendment to Section 8 of the VAT Act. Many jurisdictions have time of supply rules that are somewhat 

similar to our own, specifically section 9(1) of the South African VAT Act deems the time of supply to be 

the date on which the invoice is issued; or the date on which any payment of consideration is received, 

which is our old s8 (1) of the VAT Act rule. This implies that, the time of supply rules in South Africa are 

still limited and only extended for related party transactions.  



 

 

 

Meanwhile our new time of supply rules are getting to closer to the time of supply rules in related party 

(connected party) transactions addressed through s8(2) of the VAT Act (Chapter 23:12). Section 8 (2) 

outlined the conditions that should be taken into consideration when determining the time of supply for 

connected persons, and it highlighted the time of supply shall be (a) thee time of removal if the goods are 

to be removed (b) the time when the goods are made available to the recipient in case of immovable items 

and (c) the time the services are performed in the case of a supply of services 

 

Decision Impact 

 

The time of supply is a very useful tool in various tax systems. It helps the tax payers to easily determine 

their dates and periods when the taxes are due for payments such that they avoid tax breaches and save on 

penalties. The benefits also are witnessed on the tax authorities’ side as it becomes easy for them to 

determine and trace the taxes when they become overdue. This enables them to follow up on all overdue 

taxes and enforce their payments and penalties. This amendment in the time of supply rules closes the 

practices of revenue leakages through raising Proforma invoices and clarifies rules regarding immovable 

property and provision of services. This thus increases the chances of the fiscus to deem a supply at any 

point in time as long as the scenario falls within the ambit of the discussed scenarios. 

 

4.1.2 Tax credit in respect of mental and physical disability  
 

Background   

 

Living with disabilities is never an easy thing because there are disadvantages such people suffer compared 

to their counter parties with no disabilities which may include additional care cost. Whatever the cause of 

the disability, the government provides tax relief to such taxpayers in the form of a tax credit, which is an 

amount of money that natural persons can subtract from the taxes that may be due to the Revenue 

Authority. Meanwhile, there are number of tax credits inclusive of the disability, blind, and medical 

expenses credits and the value of a tax credit depends on the nature of the credit. There are named after the 

type of misfortune; hence it is only those taxpayers who suffer from such problems that can claim the tax 

credits. Some of the credits have positive spill-over effects on the immediate family of the taxpayer. Some 

of the taxpayers are however unaware that they are eligible to tax credits in relation to their conditions 

because of ignorance and some due to lack of education. One such credit is the mentally or physically 

disabled persons’ credit (disability credit).  

 

Law and Interpretation 

 

Taxpayer’s disability credit  

The law alludes to the issue of the claiming of disability credit by a taxpayer who is mentally or physically 

disabled. The taxpayer should be in a position to prove to the satisfaction of the Commissioner that he/she 

is mentally or physically disabled to a substantial degree, but is not blind. It requires such proof to be by 

way of a letter from a medical doctor showing the disability is substantial and permanent, thereby ruling 

out the possibility of claiming of disability credit in respect of a mental and physical disability of a 

temporary or transitional nature. The phrase disability was reviewed in ITC 1288 (1979) 41 SATC 126 (R) 

where the court observed that the taxpayer’s body could not produce insulin and when attacked, he could 

lose energy to the point of near death. The taxpayer argued that the term ‘physically disabled’ embraces 

something other than bodily dysfunction or incapacitation such that one would not be able to lead a normal 

life. There is nothing in the ordinary meaning of ‘physically disabled’ which requires the disability to arise 

from external agency or to have overt manifestation or precludes a disability or dysfunction within the 

body. The court held that there was nothing illogical in disease of the body constituting a physical defect 

or disability provided it is not temporary or transitional especially when it substantially incapacitates a 

person from functioning normally in a particular part. 

Child disability credit  



 

 

A credit of the specified amount is also granted to the taxpayer, other than a married woman, in respect of 

each child of the taxpayer who is proved to the satisfaction of the Commissioner to be mentally or 

physically disabled to a substantial degree. This implies that, a taxpayer can only be eligible to claim 

disability credit in respect of his or her disabled child, if there are records and proof that point directly at 

the child’s condition that can convince the taxman as long as such disability is substantial and permanent. 

Married woman not entitled to child disability credit 

For one to qualify for child disability credit, she should not be a married woman. In simpler terms, the 

piece of legislation avers that single mothers who have a mentally challenged or physically disabled child 

are the ones eligible for the disability credit. The law defines a married woman as one who is married in 

terms of a marriage celebrated outside Zimbabwe in accordance with the laws or customs relating to the 

celebration of marriage of the country in which the marriage is celebrated; or a marriage contracted 

according to customary law, notwithstanding that the marriage may not have been celebrated in terms of 

any law relating to marriage. Basing on the definition of marriage, a married woman can thus be viewed 

as a woman who would have undergone the ceremonial processes of marriage and is still together with the 

spouse. Such women thus do not have the right to claim disability credits in respect of their mentally or 

physically disabled children. The law presupposed that the husband is one who would claim the credit, and 

not the wife which is based on the pre-colonial and discriminatory laws where the husband was considered 

to be the breadwinner. Due to the changing socio-economic trends, such laws would need to be reversed 

to also allow married woman to claim disability credits of their children as long they have not been claimed 

by the husbands. Nevertheless, if there happens to be any unutilized balance of the credit remaining from 

the taxpayer, it can be transferred to the spouse.  

Who is a child?  

A child includes one’s own child, a legally adopted or step child and also include any baby born in the year 

of assessment and any child who was under the age of 25 years immediately prior to the commencement 

of the year of assessment and is a full time student. 

Documentation requirements   

Although taxpayers may be eligible to claim the tax credit, it should be noted that the tax credit is not 

acquired automatically since there is a requirement to prove to the satisfaction of the Commissioner the 

disability status. A letter from a medical doctor stating the percentage of disability and whether such is of 

a permanent or temporary nature as well as proof that the disabled or blind child is the child of the taxpayer 

are required for purposes of disability credit. The ZIMRA would make a determination on the eligibility 

to be granted the Disabled Persons credit and issue a tax directive if the taxpayer qualifies.  

Non-resident persons not entitled to disability credit 

Meanwhile, a non-resident person shall not be entitled to a disability credit in respect of his/her disability 

or that of his or her family member. 

 

Decision Impact 

 

Taxpayers should be aware of their rights especially when it comes to the issue of tax advantages in the 

form of tax credits as this can reduce their tax burden. However, it should also dwell in their minds that all 

tax credits have certain conditions to be met before one can qualify and also the onus always lie on the 

taxpayer to prove eligibility of the tax credit being claimed. Specifically when it comes to the disability 

credit, the taxpayer can only qualify if they can prove to the satisfaction of the taxman that the child is 

disabled and is theirs biologically or lawfully. However, married women as well as non-resident persons 

do not qualify for this credit. 

 

4.1.3 Taxation of travel allowance 
 

Background 

 

Most organizations have their employees travelling back and forth for business purposes. For others their 

occupations require them to travel on a more regular basis. The cost of such travelling is usually borne by 

the employer and in other circumstances the travel allowances come into existence when the 

employee uses personal funds in the course of employer’s business and then later reimbursed, 



 

 

repairs of personal vehicles and lastly when upfront payment of allowances are funded by the 

employer before the duties are carried out. There are thus two forms of allowances that can be given to 

the employees in relation to business travel, that is, the general travel allowance (advance) and travel 

reimbursement allowance. A travel allowance can thus be defined as a payment made to an employee to 

cover the expenses incurred by the employee when travelling on the business of the employer, and the 

reimbursements of such expenses may, within certain limits be tax free. However personal travel inure to 

business travel and under such circumstances an employment fringe benefit may be deemed in terms of s 

8(1)(f) of the Income Tax Act (Chapter 23:06) and we unpack this to bring to bare the tax risks associated 

company related travelling.  

 

Law and Interpretation 

 

Section 8(1) (f) of the Income Tax Act (Chapter 23:06) provides for the taxation of benefits in relation to 

employment as, “an amount equal to the value of an advantage or benefit in respect of employment, service, office or 

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

occupation”. This implies that any form of advantage or benefit of employment, service or other gainful 

occupation is taxable.  Amongst the definitions of a benefit given in that same section is term the phrase “an 

allowance, implying that in general terms an allowance is part of gross income which is subject to income tax.  

The question at issue is whether travel allowance and travel reimbursement allowance are governed by the 

same section and whether they should constitute gross income the eyes of the law.  In order to reach a 

conclusion it is necessary to define what constitutes travel allowance and reimbursed travel allowance 

 

A travel allowance is an allowance or advancement given by an employer for business travel to an employee.  

People who qualify for a travel allowance therefore include any employees who are expected to incur travel 

expenses for work or business purposes. To the extent it is not fully expended for business purposes it 

becomes personal allowance a form of fringe benefit to be included in gross income of an employee in terms 

of s 8(1)(f) of the Income Tax Act.  A misconception surrounding the issue of travel allowance is in 

relation to travelling between the employee’s place of residence and his place of employment.  This 

is deemed not to be business travel, and is treated like any other private expense. It is a long 

established principle of taxation that these expenses are taxable since the employee is travelling 

between his place of business and home which is not an income generating movement in the eyes 

of the law. In the case where the travel is as a result of the nature of employment, where it is 

inherently habitual in nature, then all the travels will be on business and free from tax (SIR v Ineson 

1980 (3) SA 852 (A). It is accepted that the travel between two places with identical business 

activities is travel on account of business of the employer. The test of necessity of the employee’s 

trade is applied in determining if the travel is of a private or business nature. An employee may 

also have more than one employer, in which cases the travelling between home and each employer 

will be regarded as private travel and is taxable.   

 

Advance Travel Allowance 

The Act has not stipulated the value to be attached on travel by employees using their personal 

cars, but in practice ZIMRA has accepted business mileage be computed based on deemed 

kilometres travelled multiplied by the Automobile Association of Zimbabwe rates (AA rates) which 

depends on whether fuel is separately granted or not. When the employee returns from the business 

trip he/she must do an acquittal based on actual mileage travelled. Any excess travel advance in 

excess of the business allowance computed based on actual kilometres travelled multiplied by 

appropriate AA rates is considered personal travel allowance and subject to income tax in the hands 

of an employee. ZIMRA requires logbooks recording the business and personal mileage and other 

supporting itinerary to be kept.  If an employee is given an advance but does not fully utilize the amount, 

the advance has to be repaid to the employer or the advance will be fully taxed. Where the mileage claims by 

an employee are questionable, the tax authority may reject it and adopt the mileage as per the distance tables. 

 

Travel Reimbursement Allowance 

This allowance is sometimes termed the reimbursive travel allowance whereby an employee covers the costs 

of his or her travel, but claims the expense from the employer.  This implies that a company will pay the 



 

 

employee for his or her actual travel expenses after the business trip. This travel reimbursement allowance is 

usually favourable for those employees who only occasionally travel for business purposes. It differs from an 

advance or fixed travel allowance in the sense that in this case the employee has incurred the expenditure 

which he/she seeks to recover through declaration of actual kilometres travelled. The reimbursement of 

expenses should be based on reasonable rates, and where this is not the case the tax authority will 

tax the excess. On mileage using one’s own vehicle, the Automobile Association of Zimbabwe 

rates (AA rates) has been the basis of calculation of the maximum limit of the tax free element 

above which it will be taxed. In the event that the employer pays for repairs and maintenance costs 

on the employee’s car, these also constitute a taxable benefit to the extent that the amounts exceed 

the value for business mileage measured by AA rates.  

 

Decision Impact  

 

An employer as a taxpayer should constantly review the allowances it is giving to its employees and the 

maximum allowance that is set by the policies should be done with reference to AA rates. This is critical 

as the employer may end up computing the wrong tax liability and this will end up attracting penalties in 

the event of understatement of tax obligations. It is also of relevant importance to note that, the onus is on 

the employer to prove that the allowance has been expended for business purposes. To the extent that the 

employee has accurate data relating to his actual expenses and distance travelled on business, he or she 

may claim the expenditure incurred on business travel based on that data as a deduction from the amount 

of his or her travel allowance which is required to be included in his or her taxable income. This entails 

the need for a clear allowance policy, proper log books and receipts for evidence and record keeping. In 

terms of section 37B of the Income Tax Act, records ought to be maintained for a period of six years after 

the end of the tax year to which the records refer.  

 

4.1.4 Creditor hair cut taxable income to debtor  

 
Background  

 

In a difficult economy like Zimbabwe it is unsparingly for creditors to accept haircuts from struggling 

debtors but when that happens to the debtor it is not the end of story. This is because the Zimbabwean tax 

legislation treats as gross income of taxpayer benefits in the form of concessions, compromises or 

arrangements made with creditors e.g. discounts, refunds, rebates, write offs or waivers from a creditor. It 

may also be represented by an expenditure incurred and deductible to the taxpayer and written off by the 

supplier. The South African legislation in terms of section 19A of the Income Tax Act and Paragraph 12A 

of the Eighth Schedule to the Act defines it as any arrangement in terms of which: any term or condition 

in respect of a debt is changed or waived; any obligation is substituted, whether by means or novation or 

otherwise, for the obligation in terms of which that debt is owed; or a debt owed by a company is settled, 

directly or indirectly by being converted to or exchanged for shares in that company, or applying the 

proceeds from shares issued by that company. This implies both us and South Africa brings concessions 

into gross income of taxpayers. Many taxpayers fail to account for concessions or compromises for income 

tax purposes, hence the focal point of this article. 

 

Law and Interpretation 

 

Section 8(1) (k) of the Income Tax Act [Chapter 23:06] gives provisions specifically for the accounting of 

concessions for income tax purposes as follows:“(k) the amount or value of any benefit received by or accrued 

to a taxpayer as a result of any concession granted by, or compromise or arrangement made with, a creditor whereby 

a liability which arose from expenditure in respect of which a deduction has been made under subsection (2) of section 

fifteen or the corresponding provisions of any previous law, is reduced or extinguished: “It  implies if as a result of 

any concession granted, compromise or an arrangement made with a creditor, a taxpayer is relieved of a 

liability which arose from expenditure in respect of which a deduction has been made under section 15 (2) 

of the Act, the relieved or partially relieved expenditure shall be included in the taxpayer’s gross income. 
In ITC 1634 (1997) 60 SATC 235 (T) it was held that when amounts are reduced or liabilities are 



 

 

extinguished in the course of carrying on business there is a deemed benefit constituting gross income. 

This is so because, when the expenditure was accounted for in the first place, it would have reduced the 

taxable income.  

 

Failure to add back the waived or extinguished expenditure will thus result in under declared income thus 

this may attract penalties and interest for it will be deemed as tax evasion. The taxpayer is thus obliged to 

add back the expenditure to his or her gross income so that the correct picture of the taxable income can 

be painted. In instances where a concession is granted for assets ranking for capital allowances, the same 

principle applies hence the taxable benefit shall be the aforesaid allowances. On that same note, a taxpayer 

who buys an asset on which he then claims capital allowances on, derives a taxable benefit on those capital 

allowances should the loan which was used to acquire or construct the asset be subsequently written off by 

the creditor. The same applies in an instance where a debtor’s loan which was used to finance raw materials 

or deductible expenses is forgiven by the creditor. South African tax legislation holds the same position as 

the Zimbabwean tax legislation when dealing with concessions for income tax purposes. Basing on the 

decision made in the Commissioner for Inland Revenue v Datakor Engineering (Proprietary) Limited, 60 

SATC 503 case, it can be drawn that a benefit would also arise upon the conversion of interest bearing debt 

into share capital. There is therefore the need to include such a benefit in the gross income of the taxpayer 

so that it will be taxed accordingly. It should however be noted that in Zimbabwe gross income does not 

include a concession which arises as a result of involuntary winding up of a company by the court because 

of its inability to pay debts, a taxpayer being declared insolvent or assigned his property or estate for the 

benefit of creditors or the estate of the taxpayer having been vested in the Corporation as defined in section 

2 of the Agricultural Finance Act (Chapter 18:02). It implies therefore that a concession or benefit from a 

creditor arising when a company is voluntarily wound up, dissolved by reason of expiration of period, 

dissolved by reason of a reduction of the number of members below or upon occurrence of event, constitute 

gross income of the taxpayer. 

 

Decision Impact 

 

In order for taxpayers to avoid crossing the paths of ZIMRA, there is need for them to account for every 

form of benefit that may arise as a result of waiver or extinguishing of expenditure that has once been 

claimed for income tax purposes. Failure to correct the situation by adding back the expenditure to the 

gross income can prove to be costly for the taxpayer since it is viewed as tax evasion which can attract 

penalties and interest. Taxpayers should therefore consider amending their returns to ensure that the 

understatement of taxable income due to overstated expenditure is corrected.  

 

4.2. Announcements 

4.2.1 Payment Solution Providers to Meet Minimum Requirements 
 

Background 

 

There is no standard definition for a Retail Payment System. However, reference can be made to the 

Glossary of terms used in Payment Systems of India where the Committee on Payment and Settlement 

Systems (CPSS) defines “retail payments” as mainly consumer payments of relatively low value and 

urgency. Accordingly, “retail funds transfer system”  is  defined  as  a system  which  handles  a  large  

volume  of  payments  of  relatively  low  value  in  such  forms  as  cheques,  credit  transfers,  direct  

debits,  ATM  and  EFTPOS  (Electronic  Funds  Transfer  at  Point  of  Sale)  transactions. Basing on 

these definitions, it can be realised that retail  payment  systems  is a broad term which covers  every  

economic  activity  in  the  country  and  even  cross-border  transactions of such nature. In terms of 

volumes, paper-based and electronic retail payment systems far exceed the large value payment 

transactions, while they may be lower in terms of value. Due to the growth in use of electronic 

transactions, the government of Zimbabwe has seen it necessary to drive the growth in use of Retail 

Service Payment Systems by publishing the requirements for one to duly register as a Retail Service 

Payment Systems Provider.  



 

 

 

Law and Interpretation 

 

Entities or individuals wishing to register and operate a payment systems switch or such products and 

services should comply with the RBZ Act [Chapter 22:15], NPS Act [Chapter 24:23], Banking Act 

[Chapter 24:20], BUP and SML Act [Chapter 24:24]. There are however additional requirements that 

need to be fulfilled before one can start operating as a Retail Service Payment Systems Provider and 

these are listed as follows: 

 

Corporate Governance Issues 

Beneficial /Ownership structure; Memorandum and Articles of Association; Adequate capital amount; 

Net worth statements for directors;  Director clearance by police and credit rating bureau; organizational 

structure and proposed names of key office holders; and Board and Senior Management profiles. 

Business Plan  

Objectives and mission statement; Business case; System Technology/The system 

functionalities/process flow; Market analysis; Financials and; Viability and projections  

Comprehensive Risk Management Framework  

Identify all pertinent risks; Measurement; Mitigating measures; Transactions limits and Controls.  

Agreements  

Service level agreements and Contractual agreements with third parties signed.  

Clearing and Settlement Modalities  

Clearing arrangements; Settlement procedures and processes; Collateral; Rules and procedures; and 

Third party entry and access criteria 

Policies and Procedures  

Pricing policy; Conflict resolution policy; Customer protection issues; Customer due diligence 

procedures and AML Policy 

Anti-money laundering Requirements (AML)  

ML/TF risk assessment; beneficial ownership; Politically exposed person; Customer Due Diligence 

(Know-your-customer/employee/customer/agent/partner); Record keeping; Continuous risk 

assessment of new and existing technological products; Suspicious transaction report and Third parties 

service level agreements and due diligence. 

Systems Integrity and Audit Report  

System design and architecture; System providers; Capacity and reliability of the system; and Pilot tests 

results. 

Special requirements for Cross Border payments  

Compliance with Exchange Control law and Regulatory Certificate of good standing from country of 

origin (foreign entity) 

Application Fees and Points to Note 

Application fees will be guided accordingly from time to time and it is important to note that, non-

banking institutions should partner with a bank of their choice and ensure that the application is 

submitted through the same bank. In addition to that, no pilot tests or live launch of the product should 

be done without the requisite regulatory approval.  

 

Decision Impact 

 

The fact that the Reserve Bank of Zimbabwe has availed the requirements for one to register as a Retail 

Service Payment Systems Provider implies that many will be educated on that aspect and those who can 

fulfil the requirements will be interested in registering. This is one way of embracing digitalisation and 

electronic transfer systems in our country, hence a move in the positive direction by the government. The 

fact that operators will be made aware of this registration process also results in the curbing of informal 



 

 

Retail Service Payment Systems Providers and also this will result in easier tracking of transactions by 

the fiscus for taxation purposes since most transactions are done electronically. Plastic money has also 

been a key driver of other ZIMRA programs like fiscalization which have seen VAT administration being 

made easier for the ZIMRA. Therefore the registration of many to become Retail Service Payment 

Systems Providers is benefit to the Revenue Authority and good for economy development as this is likely 

to boost revenue collection.  

 

4.2.2 The High Court reserved judgement on challenge of 2% tax  

 

Background 

 

The Finance Minister, on 13th of October 2018 revised intermediated money transfer tax (IMTT) which 

has now been turned into law by the Finance Act, 2019 from 5 cents per transaction to 2 cents on the 

value of money transfer transactions exceeding U$10.  Regarding details on how the 2 percent money 

transfer tax works, this we have detailed in our November 2018 Monthly Tax Update (MTU). Since the 

day the tax was introduced it has been the bone of contention. Firstly because it takes a heavy knock on 

effect on people’s pockets and secondly it is alleged introduced without following the due legal process 

namely the instrument that introduced it SI 205 of 2018 is considered unlawful. According to section 3 of 

the Finance Act (Chapter 23:04)  the Minister is empowered to make regulations as he or she deems 

necessary or expedient for the administration of the Finance Act  and such regulations may amend or 

replace any rate of tax, duty, levy or other charge that is charged or levied in terms of the Act. It further 

states  that the rate as so amended or replaced shall become operational from the date specified in such 

regulations, which date shall not be earlier than the date the regulations are published in the Gazette, 

provided if  any provision contained in such regulations is not confirmed by a Bill which passes its 

second reading stage in Parliament on one of the 28 days on which Parliament sits next after the coming 

into operation of the instrument; and  becomes law not later than 6 months after the date of such second 

reading it shall become void ab initio (from the start) (underlined words my emphasis).  In this case there 

was no bill in place when SI 205 of 2018 was gazetted.  

 

Law and Interpretation 

 

The High Court judge Justice Happius Zhou has reserved judgment in an application filed by one Mfundo 

Mlilo, seeking an order to suspend the 2% electronic transactions tax. As reported by the media, the 

Finance Minister introduced the new tax in his Transitional Stabilisation Programme, which resulted in 

the skyrocketing of prices of both goods and services, as the market forces responded to the new measures. 

In his application, Mlilo said Ncube's decision was made without the necessary backing of the law, in 

particular the amendment of the Income Tax Act or the regulation of the tax in a Statutory Instrument. 

Mlilo further said Ncube's imposition of the tax was illegal and unconstitutional, adding that he "usurped 

Parliament's powers by pretending to amend a law and promulgating a fresh law, which is too wide and 

in contravention of the Constitution". Additionally, that the Minister had on October 12, 2018 belatedly 

enacted the Finance (Rate and Incidence of Intermediated Monetary Transfer Tax) Regulations Statutory 

Instrument (SI205/2018), in which he sought to legalise and actualise his announcement done on October 

1, 2018, adding that the statutory instrument still remained unconstitutional and a nullity and that in terms 

of the country's laws, a minister cannot amend an Act of Parliament. He called for the immediate 

suspension of the Finance (Rate and Incidence of Intermediated Money Transfer Tax) Regulations 

published in SI205/2018 and the suspension of the decision taken by Ncube, to review the intermediate 

money transfer tax, which was initially pegged at five cents per transaction. Source:    

https://www.newsday.co.zw/2019/02/2-tax-challenge-judgment-reserved/ 

 

Decision Impact 

 

It is important to note that while the decision by the High Court is still pending, the Finance Act, 2019, 

which embodies the same provisions regarding IMTT, regularizing the collection of IMTT with effect 

https://www.newsday.co.zw/2019/02/2-tax-challenge-judgment-reserved/


 

 

from 13 October 2018 has been gazetted into law. It will be intriguing to see how the High Court will 

decide the case. Therefore the continued contention in relation to the 2% Intermediated Money Transfer 

Tax casts a shadow of uncertainty and confusion on the implementation of this tax. The earlier the High 

Court decides on this matter the better as it will clear the air and bring finality to the uncertainties 

surrounding IMTT.  

 

4.2.3 The taxman surpassed its January 2019 collection target 
 

Background 

The government’s stream of revenue is mainly linked to the collection of tax. That is the main reason why 

the Revenue Authority does anything within its power to collect revenue in the form of tax from the various 

taxpayers. 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% money transfer tax the Zimbabwe Revenue Authority has exceeded its January 2019 gross 

revenue target by over 16.97%  

Law and Interpretation 

ZIMRA has exceeded the gross and net collection targets by 16.97 % and 13.48 % respectively. It collected 

a total of US$532.88 million during the month against a target of US$455.57 million. This translate to a 

positive variance of 16.97%. After deducting refunds of US$15.89 million, the net collections stands at 

US$516.99 million which is 13.48% above a target of US$455.57 million. The authority has stated the target 

was exceeded as a result of the key revenue enhancement strategies which were implemented in January 

2019, among them data matching; training to staff on Interactive Data Extraction and Analysis (IDEA) as 

part of capacity building so as improve the auditing of specialised sectors; and intensive debt follow- ups 

on those who had made payment plans and owing the Authority. Other strategies adopted include the 

ongoing risk based audits, the electronic cargo tracking system which enhanced compliance in trade 

facilitation and resulted in revenue collections improving as revenue leakages were minimised. The ZIMRA 

also ensured that as tax clearance certificates were issued, clients were adhering to their payment plans and 

those who were defaulting were made to pay an instalment before being issued the tax clearance. ZIMRA 

has vowed to continue implementing its resource mobilisation strategies and improving compliance. On 

that same note, the ZIMRA will continue the lifestyle audits and use the whistle blower programme to nab 
tax offenders and smugglers. 

Decision Impact 

The government has somehow also benefited from the multi-tier pricing system which has caused inflation 

as well as the introduction of IMTT. Nevertheless the strategies alluded to by ZIMRA requires that the tax 

paying community enhances their tax compliance strategies in order to avoid penalties and interest. This 

can be achieved through voluntary disclosure of their tax problems and negotiate payment plans as it is now 

becoming more difficult due to the advancing technology and sophisticated tax administration strategies 

for taxpayers to continue avoiding paying taxes. The advantage of voluntary disclosure is that taxpayers 

can negotiate for flexible payment terms and for a complete waiver of penalties. It is however necessary 

for the Revenue Authority to keep on implementing new strategies that can help it to stay afloat and remain 

on top of the game revenue wise but should ensure it has struck a balance between tax collection and 

keeping good taxpayers in business. In other words it should implement strategies that flushes out tax 

evading community whilst employing strategies which may not end up driving good companies into 

liquidation, a case of killing the cow that produces the milk. Taxpayers are therefore supposed to 

continuously engage with the tax administrator, agree on sustainable payment plans for liquidation of their 

tax debts and follow them to avoid unnecessary inconveniences.  

 

 



 

 

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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