
46 Van Praagh Ave, 
Milton Park, Harare, Zimbabwe

+263  4 252 816, +263 4 252 850 
 +263 775 911 383 

     www.taxmatrix.co.zw

    

 CONTACT DETAILS

M A R C H   2 0 1 9

S C H O O L
beyond   knowledge

“Practical Tax Solutions”

www.matrixtaxschool.co.zw



SIBUSISIWE KANYAI
Senior Tax Consultant

ALFA MADAMU
Tax Manager Compliance

NYASHADZASHE ZIWIRE
Senior Tax Consultant

TAFADZWA MHONDE
Tax & Legal Advisor

TRUST CHIROORA
Senior Tax Manager

ELIPHAS MOYO
Associate Director

MARVELLOUS TAPERA
Chief Executive Officer

S C H O O L
beyond   knowledge

“Practical Tax Solutions”

OUR PUBLISHING TEAM



 

 

Contents Page 

 

1. Introduction .................................................................................................................................... 2 

1.1 Highlights .................................................................................................................................... 2 

1.2 Tax Matrix News and Developments .......................................................................................... 4 

1.2.1 Tax Conference Victoria Falls 2019 ......................................................................................... 4 

1.2.2 VAT Seminar highlights ........................................................................................................... 5 

1.2.3 Matrix Tax School Module Based Courses (MBC) ................................................................... 7 

2. Legislation ....................................................................................................................................... 8 

2.1 Acts ............................................................................................................................................. 8 

2.2 Statutory Instruments .................................................................................................................. 8 

2.2.1 Domestication of international standards .............................................................................. 8 

2.2.2 Tobacco payments part of family of IMTT exemptions .......................................................... 9 

2.2.3 Law on Fuel Excise Duty Refund Gazetted ............................................................................ 10 

2.2.4 Civil servants to import motor vehicles free of import duty ................................................ 11 

2.2.5 Religious bodies’ list of rebated goods and services expanded ........................................... 12 

2.2.7 Duty suspension for Beitbridge - Bulawayo Railway (Pvt) Ltd. ............................................. 13 

2.3 Bill Watch ................................................................................................................................. 14 

3. Court Cases & Appeal .................................................................................................................... 15 

3.1 Court Appeal ............................................................................................................................. 15 

3.1.1 Difference between amount paid by foreign tourist and retained by activity holder is 

VATABLE. 15 

3.2 Fiscal Appeal ............................................................................................................................. 20 

4. Interpretations & Announcements ............................................................................................... 21 

4.1 Tax Matrix Analysis of Existing and New Legislation ................................................................ 21 

4.1.1 Remittance of PAYE in foreign currency- law as it stands .................................................... 21 

4.1.2 Tax cost base eroded by SI 33 of 2019 .................................................................................. 22 

4.1.3 New VAT on imported services is payable in RTGS$............................................................. 24 

4.1.4 Tax considerations of share option ....................................................................................... 25 

4.2. Announcements ............................................................................................................................. 27 

 

 

 

 



 

 

1. Introduction 
 

1.1 Highlights 
 

We are honored to present our March 2019 Monthly Tax Update (MTU) which is designed to keep 

businesses and individuals informed of the latest tax issues and bring value to both. Through our MTUs, 

we analyze tax developments to ensure that our valued clients are kept in tune with changes in the tax 

world. It is our sincere hope that these MTUs will keep our clients updated with information that includes 

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

relevancy to the business environment. 

Domestication of International Standards 

For years, Zimbabwe has been applying international accounting standards despite no mandatory 

requirement to do so. The government, through SI 41 has given credence and legal impetus to the adoption 

of International Accounting Standards by legislating them. International Standards adopted and prescribed 

by the Public Accountants and Auditors Board are basically standards issued by The International 

Accounting Standards Board (IASB) and the standards issued by The International Federation of 

Accountants (IFAC) and The Standard Setting Board supported by IFAC. This move will ensure 

compliance with the standards which in turn will bring congruency in reporting in the accounting 

profession in Zimbabwe. 

Tobacco payments part of family of IMTT exemptions 

The government has gazetted SI 80 that adds tobacco payments on the list of transactions exempted from  

IMTT  Money transfer tax is charged on transfers of money intermediated by a local financial institution 

at the rate of 2% of the value.  

Fuel rebate repealed   

The government has issued guidelines for the claiming of fuel refund to qualifying operators within the 

designated sectors. The refund subsists for the period 13th of January 2019 to the 22nd of February 2019, 

thereafter it ceases to apply because of corrective measure taken by the government to lift the parity of one 

to one of USD to RTGS.  

Civil servants to import motor vehicles free of import duty  

The government has acceded to pressure from Workers Unions representing civil servants for salary 

increment and accordingly found it necessary to cushion the civil servants through non-monetary 

incentives. This culminated in SI 52 of 2019 which grants of duty on motor vehicle imported by specified 

serving public servants with effect from 1 January 2019. 

Duty rebate for Health workers 

The Government has issued statutory instrument number 68 of 2018 whose purpose is to grant tax rebate to 

the health services staff under the health services loan scheme as a means to provide non-monetary 

incentives that are also meant to retain and attract skilled personnel in the sector. 

Remittance of PAYE in foreign currency- law as it stands 

In the past the computation and declaration of PAYE was not  an issue because the bond note and the United 

States dollars were treated on a 1:1 basis and it also did not matter the currency of tax payment to the 

ZIMRA. In the advent of the promulgation of regulations governing monetary issues namely statutory 

instruments 32 and 33 of 2019, it has become difficult dealing with payroll issues especially in cases where 

earnings are both in RTGS dollars (RTGS$) and in foreign currency.  

Tax cost base eroded by SI 33 of 2019 

The President, through the Presidential Powers (Temporary) Measures Act, Chapter 10:20 made regulations 

to address the currency issue bedeviling the country resulting in the removal of market distorting policy of 

exchange rate of 1:1 between the Bond Note and the United States dollar. The regulations came through SI 

33 of 2019, gazetted on the 22nd of February 2019 as a follow up to the Monetary Policy Statement 

announcements. In addressing these issues, there are serious tax ramifications taxpayers should watch out 

for. 

 

 



 

 

New VAT on imported services is payable in RTGS$ 

Starting 1 January 2019 individuals and businesses that import services are required to pay VAT on the 

imported services. This follows the revision of the definition of imported services. The services should be 

utilised or consumed by the person in Zimbabwe. This article seeks to unpack the currency for purposes of 

declaring and remitting VAT on imported services in light of the government policy of seeking to be paid 

VAT in foreign currency for taxable supplies paid in foreign currency. 

Tax considerations of share option 

Companies offer their employees share options as way of motivating them to produce more. Share options 

help attract, keep competent employees and create dedicated employees. Companies can make the granting 

and exercising of options dependent on reaching certain targets, such as share price or sales targets.  There 

are tax consequences inherent in share option schemes and these are detailed in this article. 
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1.2 Tax Matrix News and Developments 
 

1.2.1 Tax Conference Victoria Falls 2019  
 

Matrix Tax School (Pvt) Ltd in partnership with Tax Matrix (Pvt) Ltd presents the annual Tax 

Conference Victoria Falls 2019 to be held from the 22-25 May 2019. The past two conferences have 

been memorable events, both of them attracted large participants comprised of private and public sectors 

as well as international delegates. This year’s tax conference is promising to be a huge event. 

Preparations are now at an advanced stage. The Ministry of Finance and Economic Development will 

be represented by the Director of Revenue of this Ministry- Ms C Mhini. The Commissioner General 

of the Zimbabwe Revenue Authority, Ms Faith Mazani has also confirmed attendance and all esteemed 

speakers have confirmed. This is one of the rare events where you will be able to interrogate both the 

tax policy maker and administrator in one room to find cordial solutions to problems affecting your 

businesses. Our objective is to allow frank discussion for creation of sustainable tax system that 

promotes growth of your business and this resonates with the theme of the conference “Building 

Sustainable Tax Systems for Strong Economies.” Be part of the Tax Conference 2019 to keep abreast 

to tax developments locally and internationally as they happen.   

 



 

 

1.2.2 VAT Seminar highlights 
 

Matrix Tax School (Pvt) Limited hosted its VAT Seminar on the 21st of March 2019 at Meikles Hotel. The 

event was graced with hundreds of people from different companies with ZIMRA ready to answer different 

questions that arose. The seminar was an ear opener to both the Authorities and delegates as it allowed for 

interface between Zimra and the delegate. 

 

Topics covered included:  

• The gist of payment of tax in foreign currency (section 38 of the VAT Act).  

• The administrative issues - filing of tax returns and payment of taxes. 

• Reconciling VAT returns versus income tax returns. 

• The requirement for every taxpayer to account for VAT in imported services. 

• The new time of supply changes – implications on business. 

• The claiming of input tax on exchange rate changes. 

• Opening of prescription on input tax claims. 

• The interposition of taxes on the same transaction. 

• VAT no longer for those registered only, traditional rules now broken. 

 

The event was a success and many found the seminar to be relevant to their work situations and the 

information provided could be applied into practice. 

 

 

The following are some of the photos taken during the seminar proceedings.  

 
 

 



 

 

 
 

 

 

 

 



 

 

1.2.3 Matrix Tax School 2019 Events 
  

Matrix Tax School provides beyond knowledge training and publications to the tax paying community and 

academia. Below are the dates of events comprised of seminars, tax conference and tax week for the 2019 

calendar year.  

 

 

 
 

Book Now  

For more details visit our website http://matrixtaxschool.co.zw 
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2. Legislation 
 

2.1  Acts 

 
Nothing to report 

2.2  Statutory Instruments 
 

 

2.2.1 Domestication of international standards  
 

Background 

 

For years, Zimbabwe has been applying international accounting standards despite no mandatory 

requirement to do so. The government, through SI 41 has given credence and legal impetus to the adoption 

of International Accounting Standards by legislating them. International Standards adopted and prescribed 

by the Public Accountants and Auditors Board are basically standards issued by The International 

Accounting Standards Board (IASB) and the standards issued by The International Federation of 

Accountants (IFAC) and The Standard Setting Board supported by IFAC. This move will ensure 

compliance with the standards which in turn will bring congruency in reporting in the accounting 

profession in Zimbabwe. 

 

Law and Interpretation 

 

The Minister of Finance has, in terms of s44(3) of the Public Accountants and Auditors Act (Chapter 

27:12) approved the Public Accountants and Auditors (Prescription of International Standards) 

Regulations, 2019 (S41of 2019)  which provides for domestication of international accounting standards.  

The Public Accountants Auditors’ Board (PAAB) has therefore prescribed the international standards 

which standards may be inspected by members of the public free of charge during normal business hours 

at its head office or website. The Board may, by notice in the Government Gazette, adopt, adapt or revise 

new or existing international standards as and when the need arises. Where there is inconsistency between 

a local pronouncement issued by the Board through a notice in the Government Gazette and any 

international standard, the local pronouncement shall take precedence to the extent of the inconsistency. 

The International standards adopted and prescribed by the public accountants and auditors board are the 

standards issued by the International accounting standards board (SA) namely:  

 IFRS Standards consisting of International Financial Reporting Standards (IFRS), International 

Accounting Standards (IASs), Interpretations originated from the International Financial Reporting 

Interpretations Committee (IFRICs) and Interpretations originating from the Standing Interpretations 

Committee (SIC)  

 Standards issued by the International Federation of (IFAC) and the standard setting board supported 

by IFAC i.e. International Public Sector Accounting Standards issued by the International Public 

Sector Accounting Standards Board (IPSASB),  International Education Standards, issued by the 

International Accounting Education Standards Board (IAESB),  International Standards on Auditing 

issued by the International Auditing and Assurance Standards Board (IAASB) (International Quality 

Control,  Auditing, Review; and Other Assurance and Related Services Pronouncements) and 

International Code of Ethics for Professional Accountants  (including International Independence 

Standards) issued by the International Ethics Standards Board for Accountants (IESBA). 

 

Decision Impact 

 

In our view, the statutory instrument is made in order to fulfil the constitutional mandate of domestication 

of international instruments into Zimbabwean law envisaged by section 34 and 327 of the Constitution of 

Zimbabwe. These provisions enjoin the State to ensure that all international instruments that Zimbabwe is 



 

 

a party to be incorporated into domestic law. Zimbabwe has the PAAB as a regulatory body that governs 

standards of Accounting and Auditing in Zimbabwe. Its adoption of international standards into 

Zimbabwean law is in fulfilment of its mandate to regulate the profession.  

 

2.2.2 Tobacco payments part of family of IMTT exemptions 

Background 

 

Money transfer tax is charged on every transfer of money intermediated by a local financial institution. 

This tax has been in existence since 2003 but was recently revised through SI205 of 2018 effective 13th of 

October 2018 to increase the tax rate to 2% of the value of transfer from 5% per transaction and additionally 

to list certain transfers exempt from the tax as follows: 

 the transfer of money for the purchase or sale of marketable securities;  

 the transfer of money for the purchase or redemption of money market instruments; 

 the transfer of money on payment of remuneration; 

 the transfer of money to or from the Zimbabwe Revenue Authority for the payment or refund of any 

tax, duty or other charges; 

 the intra-corporate transfer of money, that is to say, transfer of money between the treasury account 

and any trading account held in the name of the same company;  

 the transfer of money from (but not into) specified trust accounts; 

 the transfer of money into and from nostro foreign currency accounts; 

 the transfer of money by Government from the Consolidated Revenue Fund or from funds established 

in terms of section 18 of the Public Finance Management Act [Chapter 22:19] (No. 11 of 2009); 

 the transfer of money to any pension fund or to beneficiaries of such a fund; 

 the transfer of money for the procurement, production or sale (wholesale or retail) of a petroleum 

product by a petroleum company licensed in terms of Part VI of the Petroleum Act [Chapter 13:22] 

(No. 11 of 2006); 

 the transfer of money between an individual’s mobile wallet account and his or her bank account; 

 the transfer of money from a medical aid society registered in terms of the Medical Services Act to a 

medical service provider in settlement of a claim for services rendered by that provider;  

 the transfer of money in the form of insurance premiums— (i) by insurance brokers to insurance 

companies; and (ii) by insurance companies to reinsures, retrocessionanaires and asset managers 

registered in terms of the Asset Management Act [Chapter 24:26] (No. 16 of 2004); 

 the transfer of money to producers, sellers or exporters of mineral by the Minerals Marketing 

Corporation of Zimbabwe pursuant to the Minerals Marketing Corporation Act [Chapter 21:04]; 

 the transfer of money to producers or sellers of gold by Fidelity Printers and Refiners (Private) Limited; 

 the transfer of money to a successor company of the Zimbabwe Electricity Supply Authority (referred 

to in section 75 of the Electricity Act [Chapter 3:09]) from a trust fund credited with prepayments for 

electricity made by a mobile banking service provider; 

 the transfer of money by travel agents to airlines on the purchase and administration of air tickets; 

 the transfer of money involving a transaction other than one mentioned in the foregoing paragraphs, if 

the value of transaction is ten United States dollars or below”. 

 

On the 29th of March 2019, the government added to the above list transactions involving transfer of money 

to purchase tobacco as fully explained in detail below: 

 

Law and interpretation  

 

The government has gazetted SI80 cited as the Finance (Rate and Incidence of Intermediated Money 

Transfer Tax) Regulations, 2019 which amends paragraph 1 (1) of the 30th Schedule to the Income Tax 

Act (Chapter 23:06) so as to adopt the definitions of auction floor, auction tobacco, buyer, contractor and 



 

 

contract tobacco that are contained in the 24th Schedule to the Income Tax Act (Chapter 23:06). “ auction 

floor ” means premises for the sale of auction tobacco; “ auction tobacco ” means tobacco which is declared in 

terms of the Tobacco Marketing and Levy Act to be auction tobacco; “ auctioneer ” means the holder of an auction 

floor license issued in terms of the Tobacco Marketing and Levy Act; “ buyer ” means a person who is— (a)  licensed 

or required to be licensed under the Tobacco Marketing and Levy Act as a buyer of auction tobacco; or (b)  registered 

or required to be registered under the Tobacco Marketing and Levy Act as an authorized buyer of auction tobacco; 

The regulations further provides for IMTT exemption on “the transfer of funds for the purchase of auction 

or contract tobacco from buyers or contractors to auction floors; (q2) the transfer of funds by contractors 

and auction floors to growers of tobacco for deliveries of tobacco;”  This implies all transfers of money 

related to the purchases of tobacco   

 

Decision Impact  

 

The exemption of tobacco payments from IMTT comes as a huge relief to buyers of tobacco. For example 

the Zimbabwe Standard of 17 March 2019 reported that The Managing Director of Boka Auction Floors 

Zimbabwe, Chido Nyakudya when making a request for the exemption from Minister of Finance indicated 

her company alone handled $70 million in tobacco transactions in 2018.   

 

2.2.3 Law on Fuel Excise Duty Refund Gazetted 

Background 

 

The government has finally gazetted the law in form of Statutory Instrument 72 of 2019 on 22 March 2019 

providing for a refund of excise duty on fuel to specified beneficiaries. This move gives impetus to the 

Zimbabwe Revenue Authority (ZIMRA) to process the fuel duty refunds as initially announced on 20 

January 2019. The government had on the 20th of January 2019 issued a statement providing for relief 

through refund of excise duty on fuel consumed by registered businesses in the manufacturing, mining, 

agriculture and transport industries. This rebate was specifically available on the basis that, it shall only be 

applicable to those traders who met the requirements. The major thrust of the refund facility was to ensure 

that there will be no price increases of goods and services by beneficiaries relative to the change in the 

price of fuel that had been brought about through statutory instrument 9 of 2019.  

 

Law and interpretation  

 

The government has issued Statutory Instrument 72 of 2019.also known as the Customs and Excise (Fuel 

Supplied to Approved Beneficiaries) (Refund) Regulations, 2019 which subsists for the period 13th of 

January 2019 to the 22nd of February 2019.  An “approved fuel duty refund beneficiary” means any person 

or body of persons, carrying on a trade in the agricultural, mining, manufacturing and transport sectors and 

has made an application on Form No. Ex FRF 2 to the Commissioner to claim refund of duty in terms of 

section 125 of the Customs and Excise Act. The refund is granted in respect of purchases of leaded and 

unleaded petrol, power kerosene, illuminating or heating kerosene and diesel made between the period 13th 

of January 2019 and 22nd of February 2019.  

 

Application to be registered as a beneficiary  

Application to be registered as beneficiary with the ZIMRA is through a Form Ex FRF 1. Details required 

for registration include the name of the approved fuel duty refund beneficiary, address of its principal 

office in Zimbabwe, in the case of a company, certified copies of the certificate of incorporation, copies of 

the memorandum of association and articles of association and for a partnership, certified copy of the 

partnership agreement, together with the names of the partners. Other supporting documentation are proof 

membership of Business Association and a valid IFT263.  

 

 

 



 

 

Prescribed requirements before grant of refund of duty  

The refund is made through Form Ex FRF 2 and this should be supported invoice or receipt of fuel 

purchases from the supplier. The invoice or receipt to be used should contain individual serialised number 

and its date issue, the name, address and Zimbabwe Energy Regulatory Authority licence number of the 

supplier, the name and address of the recipient of the fuel; a description of the goods supplied, the quantity 

or volume of the fuel supplied; registration number of the vehicle supplied with fuel or description of the 

container in which the fuel has been loaded, the value of the fuel supplied, any other additional particulars 

as may be required by the Commissioner. The application should also be accompanied by the documented 

proof of productive use of the fuel for the period the claim is submitted. Meanwhile, the refund claim must 

be submitted by the 10th day in the month following that of purchase of the fuel. The validity of the invoice 

shall fall within the period of claim and the Commissioner may request any other information in relation 

to the application for refund of duty.  

Granting of refund  

If the applicant satisfies the refund requirements he would granted the refund in full or part of if he has 

outstanding tax liability the refund will be after deducting any such outstanding tax liability. Any person 

who provides false information in connection with the provisions of these regulations shall be guilty of an 

offence and liable to a fine not exceeding level 7 or imprisonment for a period not exceeding six months 

or both such fine and imprisonment.  

 

Decision Impact  

 

Whilst the previous announcements required an applicant to submit their application through their business 

association, the statutory instrument requires an applicant to submit their application to be registered as a 

beneficiary direct to any ZIMRA customs office and furnish the required documentation. The excise duty 

refund facility covers a fixed period that is 13 January to 22 February 2019. Businesses can therefore not 

be expected to bank on the facility any more as it has since expired. Going forward, businesses should 

therefore make their business decisions bearing in mind that the facility no longer subsists. 

 

2.2.4 Civil servants to import motor vehicles free of import duty  
 

Back ground 

 

The government has acceded to pressure from Workers Unions representing civil servants for salary 

increment and accordingly found it necessary to cushion the civil servants through non- monetary 

incentives. This culminated in SI 52 of 2019 which grants of duty on motor vehicle imported by specified 

serving public servants as fully explained below:  

 

The Law and interpretation 

 

The Minister of Finance and Economic Development has, in terms of section 235 of the Customs and 

Excise Act  (Chapter 23:02) issued SI 52 of 2019 which grants duty rebate on motor vehicles imported by 

specified serving public servants. Thus the specified civil servants are entitled with effect from 1 January 

2019 to import motor vehicles duty free. The motor vehicle should be less than ten years from date of 

manufacture at the time of importation. The rebate of duty shall be granted in respect of one motor vehicle 

imported or taken out of bond by a serving Senior Public Servant of Zimbabwe who is employed in civil 

service and Service Commissions and is not under any disciplinary proceedings. Further the vehicle shall 

be intended solely for private use and the vehicle to be imported should not exceed US$10 000 for any 

other civil servant while a person is entitled to import one car within a period of five years. Meanwhile the 

rebate duty excludes serving Public Servants in the health Sector as these are covered under a separate 

Statutory Instrument and to Senior Public Servants entitled to condition of service motor vehicles. The 

maximum amounts for senior public servants are (a) principal director US$40,000 (b) director $30,000 and 

(c) deputy director US$20,000. 

 



 

 

Decision Impact 

The incentive provides a relief to members of the public service, but many of them because of low income 

the facility will be beyond their reach and this could result in the abuse of the facility. The facility also 

work in contrary to the Minister of Finance’s efforts to address the current forex shortages and trade 

balance deficit through discouraging importation of goods and services.  

 

2.2.5 Religious bodies’ list of rebated goods and services expanded  
 

The Law and interpretation 

 

The Minister of Finance and Economic Development has, in terms of section 235 of the Customs and 

Excise Act [Chapter 23:02] published SI 71 of 2019 also known as the Customs and Excise (General) 

(Amendment) Regulations, 2019 (No. 95).  The regulations amends the Customs and Excise (General) 

Regulations, 2001, published in Statutory Instrument 154 of 2001 (hereinafter called ‘‘the principal 

regulations’’) in section 127 (Rebate on duty on goods imported for religious purposes) of Part XIII by the 

insertion after subsection (3) of the following— “(4) Notwithstanding the provisions of subsection (1) the 

Commissioner may in his or her discretion grant a rebate on duty on religious reading, audio and video material 

donated to and imported by religious organisations solely for free distribution among persons in need.”. The effect 

of this regulation to add to the list of rebated goods for religious bodies religious reading, audio and video 

material that have been donated and imported by it provided such material are solely for free distribution 

among persons in need 

 

Decision Impact  

 

The government has therefore promoted the spreading of the Word of God by emphasis that such imported 

items should be donated for free among persons in need. Therefore churches are saved from footing the 

import bill on items that have been donated to them. However they subsequently sale those goods duty 

becomes payable. 

 

2.2.6 Duty rebate for Health workers 
 

Background 

 

The Government has issued statutory instrument number 42 whose purpose is to grant tax rebate to the 

health services staff under the health services loan scheme in order to cushion them from the effect of raising 

costs of living. 

 

The law and interpretations 

 

The Government has gazetted statutory instrument 68 as per section 235 of the Customs and Excise Act 

(Chapter 23.03) which seeks to amends the principal SI 154 of 2001 by the insertion of a new section after 

section 144(U) namely section 144(V) which provides for the “Rebate of duty on motor vehicles imported 

under the health service vehicle loan scheme”. According to the new section motor vehicle “means a vehicle 

aged less than ten years from date of manufacture at the time of importation, admissible under the following Customs Tariff Codes: 

 

 

8703.21.90    8703.22.90    8703.23.19   8703.23.99   8703.24.90  

8703.31.90    8703.32.19    8703.32.99   8703.33.90   8703.40.00  

8703.50.00    8703.60.00    8703.70.00   8703.80.00   8703.90.90  

8704.21.20   8704.21.30     8704.21.40   8704.21.50   8704.31.20  

8704.31.30  8704.31.40    8704.31.50”. 

 

The section provides further that with effect from 1 January 2019 a rebate of duty shall be granted in respect 

of one motor vehicle imported or taken out of bond by a serving Public Health Worker below the Deputy 

Director Grade in Zimbabwe, who is employed by the Health Service Board and Grant Aided Health 



 

 

Facilities. The person must have been in service for a period of not less than two years and is not under any 

disciplinary proceedings or on fulltime Manpower Development Leave. The motor vehicle should be 

procured using a loan availed under the Health Service Vehicle Loan Scheme managed through CMED 

(Private) Limited; and intended to be used solely for the private use of the serving health worker and not 

for commercial or trade purposes. Meanwhile junior doctors who had been in service for a period of less 

than two years qualifies for this rebate subject to Minister of Finance’s approval. The maximum amounts 

to be availed according to the grade are as follows:  

 

Grade  Maximum Amount (US$) 

Grade F 30 000 

Grade E4 15 000 

Grade E3 & 2 7 500 

Grade E1& Below 3 500 

 

Decision Impact 

 

For one to enjoy the rebate, a number of procedural requirements should be satisfied which include an 

application letter to be considered as a beneficiary, recommendation letter from the secretary responsible 

for Health confirming employment. Other requirements include approval letter from secretary responsible 

for Finance and Economic Development and a copy of the intended beneficiary’s driver licence and a pro-

forma invoice and a bill of landing for the motor vehicle being imported and approval letter from CMED 

Private Limited for the loan in the case of funding from the CMED Health Service Loan Scheme therefore 

it is prudent enough for one to satisfy these protocols when importing a vehicle. 

 

2.2.7 Duty suspension for Beitbridge - Bulawayo Railway (Pvt) Ltd. 
 

Back ground 

 

In a bid to improve infrastructural development which includes roads rehabilitation, capital investment 

projects, increase in power generation, improved and modernization of the rail infrastructure, the  

government has, through Statutory Instrument 42 of 2019 suspended the duty on capital equipment, spare 

parts and components for Beitbridge - Bulawayo Railway (Pvt) Limited, details as fully explained below.  

 

Law and Interpretation 

 

The Minister of Finance has in items of s235 as read with s120 of the Customs and Excise Act (Chapter 

23.02) made the Customs and Excise (Suspension) (Amendment) Regulations 2019 (No 208), which 

amends SI 257 of 2003 by deletion of s9(s) and substitute it by one suspending import duty on capital 

equipment, spare parts and component for Beitbridge- Bulawayo Railway (Pvt) Ltd). The suspension of 

duty is for a period of one year from the 1st of December 2018 to 30 November 2019. The equipment that 

qualifies for rebate duty is that with the following tariff codes- 

 

 
4016.93.90 6810.91.00 7302.10.10 7302.30.00 7302.40.00 7306.90.10 

8409.91.00 8412.90.00 8413.81.00 8414.51.90 8414.59.90 8414.80.90 

8421.23.00 8421.31.00 8471.80.00 8481.40.00 8482.80.00 8501.31.00 

8501.32.00 8501.34.00 8507.80.00 8511.40.00 8512.30.00 8536.10.00 

8536.20.90 8536.49.00 8536.50.00 8537.20.10 8539.10.90 8541.10.00 

8545.20.00 8602.10.00 8606.10.00 8606.30.00 8606.91.00 8606.92.00 

8606.99.00 8607.19.00 8607.21.00 8607.30.00 8607.91.00 8607.99.00 

8608.00.00 8708.91.00 9026.80.00    



 

 

 

Decision Impact 

The rebate is important in addressing infrastructure gaps and give support to key sectors of the economy 

which are vital for reducing cost of doing business in Zimbabwe and job creation. Meanwhile, equipment 

imported under this special duty are not to be sold within a period of ten years, otherwise the duty will 

become due immediately. 

 

2.3 Bill Watch 
 

Nothing to report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

3. Court Cases & Appeal 
 

3.1 Court Appeal 

3.1.1 Difference between amount paid by foreign tourist and retained by activity holder is 

VATABLE. 

 

The Facts 

 

The ZIMRA conducted an audit of players in the Tourism Industry in Zimbabwe for tax compliance.  Each 

of the audited operator was a registered company in Zimbabwe and operated in the tourism sector in 

Victoria Falls. They also offered a variety of facilities and activities to tourists who came to Zimbabwe 

and were registered tourist facility operators designated as such in terms of the First Schedule to the 

Tourism (Designated Tourist Facilities) (Declaration and Requirements for Registration) Regulations’ 106 

of 1996 as read with s 10 (2) (q) (i) of the Value Added Tax Act. The services provided to locals were 

subject to value added tax while most of the services that were provided to foreign tourists were zero rated. 

Case name VFSL & 3 OTHERS v Zimbabwe Revenue Authority 

Facts  ZIMRA conducted an audit of players in the Tourism Industry in Zimbabwe sometime 

in 2010 among them VSFL, SWA, CS and WSA. 

 Each of them was a registered company in Zimbabwe operating in the tourist sector 

from Victoria Falls and also registered tourist facility operators. 

 The operator in tandem with other tourist operators conduct an integrated booking 

system in which they book at the instance of the tourist an all-inclusive holiday package 

which includes those activities, which the booking tourist operator does not provide but 

are offered by a kindred operator and charges the tourist for both the activities it offers 

and those provided by kindred operators. 

 After that the tourist is provided with a voucher which he/she surrenders to the kindred 

operator before accessing the activity. 

 The kindred operator would then invoices the operator for that activity at the net 

effective rate, which is below the gross rate or as it is called in the industry “the rack or 

published rate” charged to the tourist by the operator.  

 The operator retains the balance, which operator contended it constituted a “booking 

fee”, to cover the costs incurred in booking the activity for the tourist with the kindred 

operator inclusive of communication and connection costs.  

 The ZIMRA contended that the retention constituted a commission to the operator for 

the referral or client sourcing service provided to the kindred operator despite it 

originally emanated from the tourist  

Jurisdiction   Zimbabwe Fiscal Appeal Court 

Issues for 

determination 

 Whether the actions of each operator constitute the rendering of a service, to the foreign 

tourist or to the provider of the activities in Zimbabwe. 

 Whether the difference between the amount paid by the tourist to each operator and that 

paid by each of them to the provider of the activities is vatable. 

 Whether the actions of each taxpayer  constitute the rendering of a service, and if so, 

whether those services were rendered to the foreign tourist or to the provider of the 

activities in Zimbabwe 

  Whether in the circumstances of this case the penalty imposed was justified, and 

whether or not the penalty should be waived in full.  

Date of decision  18 January 2019 

Decision   That the actions of operators constituted a supply of service to those third party entities 

which have facilities (kindred operators). 

 That each operator rendered a service to both the tourist and the local activity provider 

but the retained amount constituted commission paid by the local activity provider for 

the services rendered to it by each operator. 

 That it was vatable (standard rated) in the hands of each operator.  

 That the penalty imposed by the Commissioner of 20% was appropriate 



 

 

Each taxpayer listed in their bundle of documents the list of activities and facilities it provided and 

indicated the services that were supplied by kindred operators in the area to which it books and refers 

interested tourists. Each operator in tandem with other tourist operators conduct an integrated booking 

system in which they book at the instance of the tourist an all-inclusive holiday package which includes 

those activities, which the booking tourist operator does not provide but are offered by a kindred operator. 

The tourist is charged for both the activities it offers and those provided by kindred operators in one account 

and the facilitation to kindred operators would be labelled “activity desk sales”. A tourist is provided with 

a voucher, which he/she surrenders to the kindred operator before accessing the activity. The kindred 

operator invoices the operator for that activity at the net effective rate, which is below the gross rate or as 

it is called in the industry “the rack or published rate” charged to the tourist by the appellant. The gross 

rate constitutes the normal rate charged for the activity by the kindred operator to any walk-in customer, 

including the tourist who books for such an activity directly with the kindred operator. The operator retains 

the balance that is the rack rate was shared between each operator and the local kindred operator in 

accordance with the prevailing worldwide tourism industry pricing model agreement which was dictated 

by economic realities affecting the countries in which all tourist players operate in from the source to the 

end markets.  The local kindred operator did not receive the full price that it charged for the service but a 

net effective rate. Each operator contended that the retained balance constituted a “booking fee”, to cover 

the costs incurred in booking the activity for the tourist with the kindred operator inclusive of 

communication and connection costs. ZIMRA on the other hand treated it as a commission received by 

each operator for the referral or client sourcing service provided to the kindred operator, despite it 

originally emanated from the tourist and subjected it to value added tax. When ZIMRA concluded its audit 

on the four operators, it issued letters of demand of the resultant VAT obligations together with 

computation schedules. No notices of assessments were issued by ZIMRA and thus the operators lodged 

their objections to the Commissioner on the basis of the letters and schedules.  

 

Relevant Legislative Provisions and Case Law 

 Relevant Legislation  

 Section 37 of the VAT Act burden of proof 

 Section 32 (1) of the Value Added Tax Act 

 Section 31 of the Value Added Tax Act  

 Section 10 (2) (q) of the Value Added Tax Act [Chapter 23:12] as read with 15 of the Value Added Tax 

(General) Regulations SI 273 of 2003. 

 

Relevant Case Law  

 Barclays Bank of Zimbabwe Ltd v Zimra 2004 (2) ZLR 151(H) 

 Barclays Bank of Zimbabwe v Air Zimbabwe Corporation 1992 (2) ZLR 377 (HC) 

 CF (Pvt) Ltd v Zimbabwe Revenue Authority HH 99/2018 

 Commissioner for the South African Revenue Services v Pretoria East Motors (Pty) Ltd [2014] 3 

All SA 266 (SCA) 

 Commissioner of Taxes v Astra Holdings (Pvt) Ltd 2003 (1) ZLR 417 (S) 

 Mariane Sabeta v Commissioner-General Zimbabwe Revenue Authority HH 79/2012 

 MC Ltd v Zimbabwe Revenue Authority HH 634/2016 

 Secret Hotels Ltd (formerly Med Hotels Ltd) v The Commissioner for Her Majesty’s Revenue and 

Customs [2014] UKSC 16 

 ST (Pvt) Ltd v Commissioner- General, Zimra 2016 (2) ZLR 133 (FAC) 

 T (Pvt) Ltd v Zimbabwe Revenue Authority 2015 (1) ZLR 530 (H) 

 

 

 

 

 

 



 

 

Court reasoning and decision   

Issue  Court reasoning and decision  

Whether the 

objections raised 

by each operator 

were valid?  

 That s32 (1) of the Value Added Tax Act prescribes the administrative actions of the 

Commissioner that a taxpayer may object to.  

 That these are limited to specified decisions, directives and assessments and that the 

operators’ objections were lodged in terms of s 32 (1) (b) against the purported 

assessments issued against them by the ZIMRA.  

 That it reads: “32 Objections to certain decisions or assessments (1) Any person who is 

dissatisfied with— (b)  any assessment made upon him under sections thirty-

one, sixty-six or sixty-seven; may lodge an objection thereto with the Commissioner”.  

 That once the Commissioner makes an assessment he is mandated by s 31 (5) of the 

VAT Act to give a written notice of such assessment.  

 That the notice of such assessment bears a specific architectural design and designated 

content and must state the amount upon which tax is payable, the amount of tax payable, 

the amount of any additional tax payable and the tax period covered by the assessment.  

 That s31 (6) further requires the notice of assessment to alert the concerned taxpayer of 

his right to object to such assessment within 30 days of such notice.  

 That the ZIMRA letters did not meet the requirements of s 31 (5) and (6).  

 That indeed in the heads of argument filed in the MC Ltd case, the operators’ legal 

representative correctly submitted that there was a mandatory obligation on the 

Commissioner to give notice of the assessment.  

 That while an assessment predates the notice of assessment, the right to object is 

triggered by receipt of the notice of assessment.  

 That the general prevailing practice of ZIMRA, which runs in tandem with the law has 

been to serve the assessments in the format of a notice of assessment.  

 That the statutory provision requires that the assessments be served in the format of a 

notice of assessment, which in turn places the taxpayer in mora and informs him of the 

dies induciae for lodging objection.  

 That the schedules merely advised the operators of the preliminary amount of VAT that 

each was likely to pay once the notices of assessments were raised.  

 That the schedule was neither an assessment nor a notice of assessment as contemplated 

by s 51(2) and (3) of the Income Tax Act [Chapter 23:12].  

 That like in the Income Tax Act (ITA), the VAT Act also explicitly predicates the 

payment of outstanding VAT on a notice of assessment.  

 That the notice of assessment must bear the contents prescribed in s 31 (5) and (6) of 

the VAT Act and s 51 (2) and (3) of the Income Tax Act.  

 That one of the consequences of a notice of assessment is the lodgment of an objection 

in terms of s 32 (1) of the VAT Act and 62 (1) of the ITA, respectively.  

 That the two Taxes Acts prescribes and reposes in absolute, explicit, peremptory and 

literal language in a notice of assessment the right to objection. 

Whether ZIMRA 

was estopped 

from denying their 

validity? 

 That the approach to be adopted in revenue matters to questions of estoppel by 

representation were settled by MALABA JA in Commissioner of Taxes v Astra 

Holdings (Pvt) Ltd 2003 (1) ZLR 417 (S) at 427-429D 

 That the Commissioner is not bound by any conduct or undertaking given by him or his 

officials in error of law but is bound to act in terms of the law of the land as said in ST 

(Pvt) Ltd v Commissioner- General, Zimra 2016 (2) ZLR 133 (FAC) at 144E and in CF 

(Pvt) Ltd v Zimbabwe Revenue Authority HH 99/2018 at page 43 of the cyclostyled 

judgement. 

 That estoppel cannot be raised to prevent or excuse the performance of a statutory duty 

or discretion, to do so would be to act against the public interest. 

 That in the present case, an application of the four requirements of estoppel shows that 

the letters to which the taxpayers raised objection did not misrepresent their nature. 

 That the facts showed that it was actually the taxpayers who through their tax experts 

misled themselves and the ZIMRA. 

 That there was no inducement against each of the taxpayer nor were they forced to act 

upon their better judgment by the Commissioner. 



 

 

 That like in MC Ltd, the objections were invalid and of no force or effect and they could 

not be saved by estoppel.   

 That accordingly, the appeals were struck off the roll.  

 That ZIMRA raised the issue of validity at the eleventh hour and for that reason, it 

disentitled itself to a favourable order of costs.  

 That in the premises each party would bear its own costs and accordingly each appeal 

was struck off the roll and each party to bear its own costs.  

 That however, the court proceeded to decide the case on its merits. 

Whether the 

actions of each 

operator 

constitute the 

rendering of a 

service, to the 

foreign tourist or 

to the provider of 

the activities in 

Zimbabwe 

 That the facts of the Secret Hotels case are analogous to the present appeals in that the 

passenger may be equated to the tourist, the travel agent to each taxpayer  and the airline 

to the local activity provider. 

 That on the basis of the reasoning in that case, the first issue must be answered in favour 

of the ZIMRA. 

 That the retained amount constituted a commission paid by the local activity providers 

to the taxpayers for the referral and sourcing of clientele service that was underpinned 

by the worldwide tourist industry pricing model agreement to which the taxpayer , by 

their own admissions, were party. 

 That the provisions of s10 of the VAT must be interpreted by taking into account the 

intention of the legislature.  

 That in the construction of legislation the court of law extracts the intention of the 

Legislature from the language employed in the legislation under consideration and that 

in Ex parte Minister of Justice: In re R v Jackson & Levy 1931 AD 466 at 480 Strafford 

JA warned that the Court “has no power to redraft or alter language” or to ascertain 

such intention “by surmise however probable such surmise may be” where the words 

are clear and unambiguous. 

 That in interpretation of legislation reference is given to the words of GUBBAY CJ in 

Commissioner of Taxes v CW (Pvt) Ltd 1989 (3) ZLR 361 (S) at 372D-E said: 

“Generally speaking, where taxation is concerned, it has to be acknowledged that justice 

and equity have little significance. If the language of the statute is plain the court must 

give effect to it, even if the result to the taxpayer is harsh and unfair. 

 That the principle that emerges from case law is that the Court must endeavour to 

ascertain the language of the legislator, honestly, rationally and faithfully with a view 

to promote its object. 

 That the contention that there is no distinction in the manner in which VAT is charged 

between a tourist and a local provider is incorrect. 

 That the contention by the taxpayer must be measured against the relevant provisions 

of the Tourism Act [Chapter 14:20] and that the relevant provisions are s 2, the 

definition section and s 35, the designation section. The definitions of “designated 

tourist facility”, “domestic excursionist or tourist”, “excursionist”, “operator”, 

“registered tourist facility”, “tourist”, “tourism industry” and “visitor” supply the 

context in which the contention must be determined. 

 That it seems that both the Tourism Act and its subsidiary legislation, SI 106 of 1996 

identify the designated tourist facility with the tourist in clear and unambiguous 

language. 

 That at the time s 15 was made, a tourist or visitor would fall squarely into the ambit of 

a non-resident required to pay in foreign currency regard being had to the definition of 

foreign resident and the method for determining residence set out in ss 2 and 3 of the 

Exchange Control Regulations SI 109/1996. 

 That the taxpayer and other tour operators as Zimbabwe residents fell outside the 

purview of s 15. 

 That the interpretation I render neither amputates, supplants nor supplements the words 

of the Legislature, rather, it illuminates the intention of the Legislature by drawing on 

the meaning of designated tourist facility as defined in the Tourism Act. 

 That the clear and unambiguous intention of the Legislature has always been to zero 

rate the consideration paid by the tourist for services rendered to him by the designated 

tourist facility and standard rate consideration exchanged between two local operators 

for services rendered by the one to the other. 

 That the contra fiscum rule has no application in the present appeals. 



 

 

 That the construction rendered to this provision is that it zero rates the classes of service 

provided by the designated tourist operator to tourists and not those provided by the 

designated tourist operator to all non-tourist recipients. 

 That it is apparent that the taxpayers would not escape re-assessment on the basis that 

2003 regulations failed to cater for the VAT liability of designated tourist facility 

operators and they all fall into the taxing ambit of the retrospective provision. 

Whether the 

difference 

between the 

amount paid by 

the tourist to each 

operator and that 

paid by each of 

them to the 

provider of the 

activities is 

vatable. 

 The retained amount constituted a commission paid by the local activity providers to 

the operators for the referral and sourcing of clientele service that was underpinned by 

the worldwide tourist industry pricing model agreement to which the operator, by their 

own admissions, were party. 

 That the payment constituted consideration for the supply of services between two local 

operators, which fell squarely within the requirements of s 6 (1) and outside the ambit 

of s 10 (2). 

Whether service 

of each operator 

constitute the 

rendering of a 

service, to the 

foreign tourist or 

to local services 

provider. 

 That each taxpayer rendered a service to both the tourist and the local activity provider 

but the retained amount like in T (Pvt) Ltd v ZIMRA, supra, constituted commission 

paid by the local activity provider for the services rendered to it by each taxpayer. 

Whether in the 

circumstances of 

this case the 

penalty imposed 

was justified, and 

whether or not the 

penalty should be 

waived in full. 

 That the imposition of a penalty is authorised by s 39 (2) (a) (i) of the VAT Act in an 

amount equal to the unpaid tax, in addition to such tax. 

 That the Commissioner and the Court on appeal, may in terms of s 39 (5) remit in whole 

or in part any penalty or interest were the failure to pay tax was not due to an intent to 

avoid or postpone liability for the payment of the tax if two conditions are met: (1) after 

factoring interest due on the unpaid tax, the taxpayer sustained a financial loss on the 

supply and a loss of the interest due to the fiscus and (2) if the taxpayer, after factoring 

interest due to the State on the unpaid amount, did not benefit financially by failing to 

pay the amount due timeously.   

 That the principles that guide the Court were set out in PL Mines (Pvt) Ltd v Zimbabwe 

Revenue Authority 2015 (1) ZLR 708 (H). 

 That the triad of the “offence”, the offender and the interests of society in determining 

the appropriate penalty is applicable.  

 That the taxpayer s were good and law abiding and co-operative corporate citizens who 

timeously complied with their tax obligations before the new assessments were raised. 

 That in view of the provisions of s 69(1) of the VAT Act, which deem VAT to be 

included in the consideration received by registered operators for the supply of services, 

the failure by each taxpayer to charge VAT is not mitigatory. 

 That each taxpayer is deemed to have benefitted from the VAT that was due to the 

fiscus but was not remitted. 

 That each taxpayer has other tax obligations such as Income Tax, PAYE which are 

bound to affect the taxpayer’s cash flow. 

 That the taxpayers established that they did not intend to avoid or postpone VAT 

liability, but relied on a wrong construction of the law.  

 That the fact that the ZIMRA reduced the initial penalty imposed from 100% to 20% 

confirmed the absence of any intention to avoid or postpone liability.   

 That the taxpayers did render a service, however miniscule, for which they did not 

charge the tourist and the failure to remit VAT was a serious infraction of the 

responsibility bestowed upon each of them by the Parliament.  

Court’s Final 

Decision 

 That the actions of operators constituted a supply of service to those third party entities 

which have facilities (kindred operators). 



 

 

 That each operator rendered a service to both the tourist and the local activity provider 

but the retained amount constituted commission paid by the local activity provider for 

the services rendered to it by each appellant. 

 That the retained amount was vatable (standard rated) in each operator’s hands.  

 That penalty imposed by the Commissioner of 20% was appropriate 

 

Decision Impact 

Taxpayers should always evaluate the transactions they engage in, whether the transactions are conducted 

frequently or occasionally. Any transaction with the effect of benefitting a trader has potential tax 

consequences, either VAT, income tax; another or two or more of them. Tax health checks would 

therefore be key in ensuring that a trader maintains a clean bill of health at all times. Taxpayers cannot 

rely on schedules for lodging an objection but rather they should rely on the notice of assessments. As 

such, in the absence of a notice of assessment all the subsequent steps taken by the taxpayer and the 

Revenue Authority may be void and of no force or effect. Also it should be noted that once ZIMRA sends 

a notice of assessment, whilst lodging the objections the taxpayer should put first preference on making 

payment plans as the authority will already be having power to recover the taxes raised including through 

garnishing their accounts which they could do at any given time if no arrangements are made in settling 

the resultant tax obligations.  

 

3.2 Fiscal Appeal 
 

Nothing to report. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 
 

4.1.1 Remittance of PAYE in foreign currency- law as it stands 
 

Background  

 

In the past the computation and declaration of PAYE was not  an issue because the bond note and the 

United States dollars were treated on a 1:1 basis and it also did not matter the currency of tax payment to 

the ZIMRA. In the advent of the promulgation of regulations governing monetary issues namely statutory 

instruments 32 and 33 of 2019, it has become difficult dealing with payroll issues especially in cases  where 

earnings are both in RTGS dollars (RTGS$) and in foreign currency. An issue for concern is the 

determination of amount of PAYE to be remitted to the ZIMRA and to answer to this, this article ventilates 

the provisions of the Finance Act (Chapter 23:04), Income Tax Act (Chapter 23:06) and Statutory 

Instruments 32 and 33 of 2019.  

 

Law and interpretation 

 

Law on paying PAYE in foreign currency 

Section 4A (1) (a) of the Finance Act provides that “a person other than a company, a trust or a pension fund 

whose taxable income from employment is earned in whole or in part in a foreign currency shall pay tax in the same 

or another specified foreign currency on so much of that income as is earned in that currency.” This entails that the 

company must remit PAYE in foreign currency, for amounts paid to employees in foreign currency. The 

portion that is paid in RTGS dollars to the employee gives rise to PAYE in RTGS dollars. This is also 

provided for in paragraph 3(1b) of the 13th Schedule to the Income Tax Act which provides that: “Where 

part of the remuneration from which employees’ tax is required to be withheld under subparagraph (1) is remuneration 

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

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

Commissioner-General within the period specified in subparagraph (1) the appropriate amounts of employees’ tax.” 
This provision entails separation in the computation of PAYE, but also mandates payment of PAYE in 

foreign currency where remuneration is earned in foreign currency.  

 

Tax tables to be applied 

Regarding the tax tables to be applied for computing PAYE on the USD and RTGS$ earnings reference is 

made to section 4(1)(f) of Statutory Instrument 33 of 2019 (Presidential Powers (Temporary 

Measures)(Amendment of the Reserve Bank of Zimbabwe Act and Issue of RTGS dollars) Regulations, 

2019 provides that: “For the purposes of section 44C of the principal Act as inserted by these regulations, 

the Minister shall be deemed to have prescribed the following with effect from the date of promulgation of 

these regulations (“the effective date”)— that every enactment in which an amount is expressed in United 

States dollars shall, on the and after effective date, be construed as reference to the RTGS dollar, at parity 

with the United States dollar, that is to say, at a one-to-one rate.” This provision entails that the income 

tax tables expressed in United States dollars shall actually give reference to the RTGS dollar on a one to 

one basis with the United States dollar. This therefore means that the PAYE on salaries paid in RTGS 

dollars will be computed using the existing tax tables. Where one is earning partly in US dollars and partly 

in RTGS dollars, the company will have to use the existing tax tables in the computation of PAYE. For 

USD earnings it appears that paragraph (d) and (e) of section 4 (1) of Statutory Instrument 33 of 2019, 

gives indication that in the computation of PAYE for US dollars, one would have to convert to RTGS 

dollars from US dollars, apply the tax rate, then convert back to US dollars and remit the US dollars. 

Paragraph (d) and (e) of the said section provide as follows: “that, for accounting and other purposes, all assets 

and liabilities that were, immediately before the effective date, valued and expressed in United States dollars (other 

than assets and liabilities referred to in section 44C(2) of the principal Act) shall on and after the effective date be 

deemed to be values in RTGS dollars at a rate of one-to-one to the United States dollar;  and (e) that after the effective 



 

 

date any variance from the opening parity rate shall be determined from time to time by the rate at which authorised 

dealers under the Exchange Control Act exchange the RTGS Dollar for the United States dollar on a willing-seller 

willing-buyer basis.” The conversion of salaries from US dollars to RTGS will be based on the interbank 

rate prevailing on the day of the accrual of the remuneration.  

 

PAYE Computation where salary is earned wholly in foreign currency 

In cases where salary is earned wholly in foreign currency, our view is that the remuneration should be 

converted into the RTGS dollar equivalent at the prevailing rate at the date of payment or accrual of the 

remuneration to the employee. Upon conversion of the remuneration, the employer must determine the 

amount of employee’s tax payable in accordance to the income tax tables provided in the Finance Act 1 of 

2019. After determining the amount of tax payable in RTGS dollars, the employer must then convert the 

tax from RTGS dollar to United States dollars at the same rate applied at the time when remuneration 

accrued or was paid for purposes of remitting PAYE to the ZIMRA in foreign currency. 

 

PAYE Computation where salary is earned partly in foreign currency 

Para 3(1b) of 13th Schedule to the Income Tax Act provides that where remuneration is earned in foreign 

currency, PAYE should be computed separately from other remuneration, that is to say, two separate 

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

Other than stating separate computation, the law does not give guidance on how remunerations in different 

currencies should rank for tax rates. It is also silent on whether the employee whose tax is computed 

separately should submit an income tax return to the ZIMRA to ensure PAYE equalization, i.e. to ensure 

the person has remitted fair taxes. In case where deductions have exceeded the remuneration of the 

currency of deductions, the Act has also not stated whether excess deductions should be set off against 

income in another currency converted at the appropriate interbank rate.  In the absence of clarity, it is trite 

at law that where a taxing statutory provision reveals an ambiguity, the ambiguous provision must be 

interpreted in a manner that favours (imposes the minimum burden on) the taxpayer as more fully appears 

in the case of Badenhorst v CIR 1955 (2) SA 207 (N) 215). In other words, when a provision of the Act is 

reasonably capable of two constructions, the court will adopt the construction that imposes the smaller 

burden on the taxpayer. It is on this basis that we opine that taxpayers may apply the tax provisions that 

results in a lesser burden for them.  

 

Decision Impact  

 

Employers should settle PAYE in foreign currency where they pay their employees in foreign currency, 

because the spirit and purport of the law is clear on this matter. The tax tables will remain in place and there 

will be conversion only for computation purposes but not for remittances, in respect of taxes due in foreign 

currency. However the construction of paragraph 3(1b) of the 13th Schedule makes it practically impossible 

to compute PAYE when earnings are partly in RTGS$ and foreign currency regarding the tax brackets to 

be applied on each income and the law needs to be fixed in this area. Further it is important for employers 

to keeps records separately of amounts paid in RTGS dollars and paid in US dollars. Since most payroll 

software have not been developed to deal with this unique matter, it has become necessary to have and 

maintain excel schedules of converted remuneration into RTGS and converted PAYE into USD. Tax 

records are required to be kept for six years and the excel schedules should be added to the list. These 

records will be required in the event of an audit by the ZIMRA. 

 

4.1.2 Tax cost base eroded by SI 33 of 2019 
 

Background 

 

The President, through the Presidential Powers (Temporary) Measures Act Chapter 10:20 made regulations 

to address the currency issue bedeviling the country resulting in the removal of market distorting policy of 

exchange rate of 1:1 between the Bond Note and the United States dollar. The regulations were through SI 

33 of 2019, gazetted on the 20th of February 2019 as a follow up to the Monetary Policy Statement 

announcements. In addressing these issues, there are winners and losers. This piece of writing seeks to 



 

 

unpack the issues surrounding the status of assets and liabilities and the tax consequences thereof. Relevant 

to this analysis is section 4 of the Statutory Instrument 33. 

 

Law and interpretation 

 

In terms of section 4 of S.I 33 of 2019, the Minister shall be deemed to have prescribed the following with 

effect from the date of promulgation of these regulations: “(a ) that the Reserve Bank has, with effect from 

the effective date, issued an electronic currency called the RTGS Dollar; (b) that Real Time Gross 

Settlement system balances expressed in the United States dollar (other than those referred to in section 

44C(2) of the principal Act), immediately before the effective date, shall from the effective date be deemed 

to be opening balances in RTGS dollars at par with the United States dollar; and (c) that such currency 

shall be legal tender within Zimbabwe from the effective date; and (d ) that, for accounting and other 

purposes, all assets and liabilities that were, immediately before the effective date, valued and expressed 

in United States dollars (other than assets and liabilities referred to in section 44C (2) of the principal 

Act) shall on and after the effective date be deemed to be values in RTGS dollars at a rate of one-to-one 

to the United States dollar; and (own emphasis), (e) that after the effective date any variance from the 

opening parity rate shall be determined from time to time by the rate at which authorised dealers under the 

Exchange Control Act exchange the RTGS Dollar for the United States dollar on a willing-seller willing-

buyer basis; and (f ) that every enactment in which an amount is expressed in United States dollars shall, 

on the and after effective date, be construed as reference to the RTGS dollar, at parity with the United 

States dollar, that is to say, at a one-to-one rate.” Paragraph (d) of section 4 of the Regulations addresses 

the status of assets and liabilities in terms of transition from old policy to the new policy. Our interpretation 

of this provision is that all assets and liabilities (other than Nostro account) on effective date (which is the 

22nd of February 2019) are deemed valued and expressed in RTGS dollars at a rate  par to the United States 

dollar on and after effective date. This means that all assets held cannot be converted into RTGS dollars at 

a rate in excess of 1:1 with the United States dollars on and after the effective date. Paragraph (f) implies 

amounts or wording expressed in the Finance Act, 2019 and other Revenue Acts, which are in United States 

Dollar are deemed expressed in RTGS$. For examples tax tables are deemed in RTGS$, so are amounts 

prescribed in the Acts e.g. limitation placed on passenger motor vehicles, tax credits etc.  The term 

enactment is defined by Oxford English dictionaries as “the process of passing legislation”. It would appear 

that the application of this provision is limited to documentation that are created by the law making body. 

This may not find application in relation to employment contracts and other commercial contracts that were 

expressed in USD. The amounts expressed there may not automatically become 1:1 with RTGS$. The 

practical tax implications of these provision are discussed as follows: 

Income Tax on recoupment 

The effect of these provisions is that there may be artificial income tax on recoupment on capital equipment 

disposed. We envisage a scenario in which capital equipment is held by a company, and by virtue of 

paragraph (d) of section 4 of the regulations that equipment is valued in RTGS dollars at a rate of 1:1 with 

the United States dollar. Should the company wish to dispose of the equipment in RTGS dollars at the 

prevailing interbank rate of exchange, then there may be income tax on recoupment artificially because the 

cost of the asset remains in RTGS$ at 1:1 with the USD on and after the 22nd of February 2019. In this 

instance, a taxpayer would have lost as it would be taxed on income that is not really there in terms of value.  

Capital Gains Tax 

Capital Gains Tax is also affected by paragraph (d) of section 4 of the Statutory Instrument. Specified assets 

(that is immovable property and shares) currently held are valued and denominated in RTGS$ at a rate of 

1:1 with the USD. The cost of acquisition of the asset remains stuck in RTGS$ at 1:1 with USD whilst the 

selling price will be inflated as it accords with the interbank rate of exchange. For example, a specified 

asset bought in US$100,000 and subsequently sold in RTGS for an equivalent USD value of say 

RTGS$300,000 will result in RTGS$ profit and capital gains tax on the gain. In terms of real value, one 

would not have made any gain, yet ZIMRA will seek to collect tax. By reference to the given example, it 

is prudent to actually dispose of the asset in USD as there will be no capital gain on which to charge tax. 

Assessed losses 

The writing off of assessed losses will be accelerated by application of paragraph (d). Companies that had 

opening balances of assessed losses as at the 22nd of February 2019, these losses are now deemed to be 

losses in RTGS dollars at a rate of 1:1 with the United States dollar. In this instance, the assessed losses 



 

 

will be written off at an accelerated pace as they are set off against sales in RTGS$ at the interbank rate of 

exchange whilst assessed losses remain 1:1. Once more, the taxpayer loses.  

Bad Debts written and recovered bad debts 

The writing off of bad debts will be will be at 1:1 if debtors arose before fixed date. This means that for 

debts before the 22nd of February 2019 that are irrecoverable, these amounts are deemed to be in RTGS 

dollars at 1:1. With regard to bad debts recovered these may be affected by the provisions of s38 (4a) of the 

VAT Act payment of VAT in foreign currency if they are subsequently recovered in foreign currency.  

Tax liabilities and refunds 

If one had liability with ZIMRA then the one would have gained however if the company had refunds, then 

the company would have lost value because opening tax liabilities and refunds will expressed at 1.1 USD 

to RTGS$. In this instance, both the taxpayer and the taxman may win or lose.  

Capital allowances 

For capital allowances companies may be claiming a lot less in allowances than what they normally should. 

The cost base of the capital equipment will be expressed in RTGS$ at 1:1 with USD. The Income of the 

company may be in USD but expressed in RTGS$ at the interbank rate of exchange of (1:3 for argument’s 

sake). This results in capital allowances being claimed at a lessor cost base. Taxpayers lose in this scenario. 

Deduction on prescribed amounts 

Regarding new expenditure for certain items that are prescribe e.g. expenditure on passenger motor vehicles 

(US$10,000), certain approved donations ($100,000) these will be devalued by the interbank rate of 

exchange. These amounts remain stagnant at their values but expressed in RTGS dollars at 1:1 with the 

United States dollar. This means that for deduction on income tax these amounts have virtually lost values 

3 times as they remain at 1:1 whilst the interbank rate of exchange has moved to 1:2.9 (as of 29th of March 

2019). This means that taxpayers will claim a lot less in value than it would have ordinarily claimed.  

 

Decision impact 

 

The conversion of balances will create losers and winners in this matrix. This may result in escalation of 

price of goods and services as taxpayers seek to hedge against these losses.  Additionally, the provisions of 

section 4(1) (f) of SI33 may not apply to employment contracts and other commercial contracts, 

consequently taxpayers may need to renegotiate their contracts with their counterparts and employees. 

Meanwhile sI33 is a creature of The Presidential Powers (Temporary Measures) Act Chapter 10:20 and 

terms of this Act it will subsists for six months from the date it was gazetted. Section 5 of the same Act 

provides that the in instances where there are inconsistences, the regulations will prevail over any other law 

that provides to the contrary. This therefore means that to the extent that any Statute is not in conformity 

with these regulations, the SI will prevail. 

 

4.1.3 New VAT on imported services is payable in RTGS$ 
 
Background  

 

Starting 1 January 2019 individuals and businesses that import services are required to pay VAT on the 

imported services. This follows the revision of the definition of imported services to read “a supply of 

services that is made by a supplier who is not resident in Zimbabwe or carries on business outside Zimbabwe to a 

recipient who is a resident of Zimbabwe to the extent that such services are utilised or consumed in Zimbabwe;”. The 

services should be utilised or consumed by the person in Zimbabwe. It does matter the person is in business 

or nor or is registered for VAT or not. Prior to 1 January 2019 VAT on imported services applied to services 

imported “utilized or consumed in Zimbabwe for the purpose of making non-taxable supplies. It did not 

apply to imported services utilised or consumed in making taxable supplies (standard and zero rated). This 

meant that VAT registered operators who utilised or consumed the services wholly in making taxable 

supplies were exempt from this VAT, which is no longer the case now. This article is about the type of 

currency for purposes of declaring and remitting VAT on imported services in light of section 38(4a) of 

the VAT Act and SI 32 of 2019. Section 38(4a) commands VAT in foreign currency for taxable supplies 

paid in foreign currency whilst SI32 of 2019 gazetted RTGS$ as part of family of currencies in Zimbabwe. 

 



 

 

Law and Interpretation   

 

The new section 38(4a) of the VAT Act provides that “For the purposes of subsection (4)— (a) if the price for 

the taxable supplies in question is paid for in a foreign currency (underlined words own emphasis), then the 

registered operator shall pay the amount of the tax to the Commissioner in that foreign currency; (b) if the price for 

the taxable supplies in question is paid for in legal tender other than foreign currency, then the registered operator 

may pay the amount of the tax to the Commissioner in that legal tender or in a foreign currency.”; Thus the trigger 

for VAT to be remitted to the ZIMRA in foreign currency is the settlement of taxable supplies by the 

customer in foreign currency notwithstanding the invoicing by the supplier could have been made in  

RTGS$.  The term taxable supply is defined in s2(1) of the VAT Act as  “any supply of goods or services which 

is chargeable with tax under paragraph (a) of subsection (1) of section six, including tax chargeable at the rate of zero 

per centum under section ten”.  Supplies referred to under s61) (a) of the VAT Act are supplies made by a 

VAT registered operator of goods or services in his ordinary course or furtherance of any trade carried on 

by him exclusive of supply of second hand motor vehicles. Also excluded also is the supply of any imported 

services by any person. These are taxable in terms of section 6(1) (c) of the VAT Act and therefore not regarded 

as taxable supplies. Since the supply of imported services is not a taxable supply it is a supply out of scope of 

s38 (4a) which regulates payment of tax in currency and accordingly VAT on imported is not mandated in 

foreign currency. Nevertheless the tax will be payable at the fair value of RTG$$ equivalent of the foreign 

currency namely at 15% of the foreign currency invoice value multiply by the interbank rate applicable on the 

date of .invoice or payment of the imported services, whichever comes first. For example if Co X imported 

services and invoiced US$40,000 when the interbank rate was 3 RTGS$ to 1 USD. VAT on imported services 

payable to the ZIMRA will be RTGS$10,000 (15% x US$40,000 x 3). The declaration and remittance of the 

VAT to the ZIMRA is within 30 days of time of supply of the imported services i.e. within 30 days of date 

of invoice or payment of the imported services, whichever comes first   

  

Other considerations  

 

Meanwhile VAT on imported services does not apply on comparable services which if they would have 

been supplied in Zimbabwe they would have been zero rated or exempted in terms of s10 and 11 of the 

VAT Act. Additionally the services may be subject to 15% non-resident tax (Non-resident tax on fees or 

non-resident tax on royalties) but the rate may be reduced by existence of double taxation agreement 

between the non-resident person’s country and Zimbabwe. For example a revised double taxation 

agreement with South Africa provides for reduced rates of 5% and 10% for non-resident tax on fees and 

royalties, respectively if the person is the beneficiary owner of fees or royalties. The revised South 

Africa/Zimbabwe DTA became effective on 1 February 2017. 

 

Decision impact 

 

In conclusion all services rendered by foreign suppliers to Zimbabwean recipients comprise imported 

services. It does not matter anymore whether the recipient uses or consumes the service in the course of 

making taxable supplies, but if the services are consumed outside Zimbabwe they are not considered to be 

imported services. Similarly, if the foreign supplier is required to register and account for VAT in 

Zimbabwe, the service is not an imported service. Also VAT on imported services does not apply on 

imported services which if they were to be supplied by a resident person would have been zero rated or 

exempted from VAT. The new law imposes an extra tax burden on VAT registered taxpayers. Nevertheless 

despite the new law to pay taxes in foreign currency, taxpayers do not need to que for foreign currency in 

order to pay VAT on imported services. This is out of the scope of s38 (4a) which requires VAT on taxable 

supplies paid in foreign currency to be remitted to the ZIMRA in foreign currency.  

 

4.1.4 Tax considerations of share option 
 

Background 

 

Companies offer their employees share options as way of motivating them to produce more. Share options 

help attract, keep competent employees and create dedicated employees. A share option is the right 



 

 

to buy a certain number of shares at a fixed price, within a company only granted exclusively to employees. 

Employees can generally exercise their options by buying the shares after a specified period, known as 

the vesting period. Companies can make the granting and exercising of options dependent on reaching 

certain targets, such as share price or sales targets. When an employee exercises his option, it is at the price 

fixed at the date of grant that is when the options were given to the employee, regardless of the prevailing 

market price. He can keep the shares or, if the market price is higher, sell them at a profit. The tax 

consequences of a share option are more explained below.  

 

Law and Interpretation 

 

A share option arrangement creates gross income and consequently tax liability to the employee in terms 

of the Income Tax Act. The determination of gross income and tax liability however depends on the date 

the share option was granted to the employee, which can be before or after 1 February 2009 

Share option granted to employee after 1 February 2009 

The benefit arising from a share option granted to an employee after 1 February 2009 and exercised 

thereafter is brought in gross income in terms of s8(1)(t) which reads: “ the amount so received or accrued as 

a result of the sale of shares offered to an employee pursuant to a share option scheme, as adjusted in accordance with 

the following formula: A – (B + C) where: A    represents the sale value of the shares at the time of the exercise of 

the share option by the employee; B    represents the value of the shares offered to the employee pursuant to a share 

option scheme; C    represents the figure B to which the inflation allowance is applied, which allowance is to be 

determined in accordance with the following formula: 

 

(D – E) x B 

E   

where 

 

D    is the figure for the All-items Consumer Price Index issued by the Central Statistics Office at the time the 

employee exercises the share option; E    is the figure for the All-items Consumer Price Index issued by the Central 

Statistics Office at time when the shares were offered to the employee pursuant to a share option scheme”. This 

implies that employee will receive a tax benefit upon exercise of a share scheme which is the difference 

between the sale value of the shares on exercise date and the inflation adjusted value of shares to the 

employee. The accrual point of the benefit as stated in the above rules appears not clear. The phrase “the 

amount so received or accrued as a result of the sale of shares offered to an employee… appear to suggest that gross 

income will only be accounted for on sale of the shares”. Yet the factor A of the formula appears to be 

suggesting that the point of accrual is the date of exercising the option. The general practice is that this 

date is the date of vesting that is, when the employee meets the criteria as specific in the offer. The 

legislation is badly crafted and taxpayers are advised to trade with caution when dealing with this matter. 

Meanwhile the tax is settled in accordance with PAYE rules and must be submitted to ZIMRA on or before 

the 10th of the month following that of deduction.   

Share option granted to employee before 1 February 2009 

In the case of share option granted before 1 February 2009 but exercised after this date, this is governed 

by section 22K of the Finance Act. The section provides that the tax liability to the employee is 5% of the 

market value of the shares prevailing on the date of the exercise of the option. This tax is final and is settled 

in accordance with PAYE rules. Although it does not necessarily pass through the payroll it must be 

remitted to ZIMRA on the 10th of the following month following that of deduction. 

 

Decision Impact 

 

As has been discussed above, share options are a tax efficient transactions or arrangements that taxpayers 

may need to consider as they are exempt from both income tax (in cases of approved) and capital gains 

tax. They are also a motivator on the part of employees, which in turn enhances productivity as employees 

feel part ownership to a company. It is a cost effective company benefit because as the cost of all employee 

benefits continues to increase, companies may expand their search for programs that offer high value for 

a minimum cost. Stock option plans often prove to be a strong benefit for employees and cost-effective for 

https://investinganswers.com/node/4636


 

 

companies. They help make employment packages more attractive. The only significant costs to the 

company are the lost opportunities to sell some shares at market value since employees usually buy at a 

discounted rate and the expense of administering the plan. Added to the ability to attract, keep and motivate 

staff, the cost efficiency of share options helps many smaller companies compete with larger organizations 

by offering comparable benefit programs. 

 

4.2. Announcements 

4.2.1 Duty payable in RTGS$ (ZIMRA Public Notice No 9 of 2019) 

The public notice no.9 of 2019 provides clarity on the import duty computation in light of Statutory 

Instruments 32 and 33. The rates of calculation of duty are as contained in the Customs and Excise (Tariff) 

Notice, Statutory Instrument 53 of 2017. According to the public notice the value for duty purposes is 

determined by applying the prevailing exchange rate on the Cost Insurance and Freight (CIF) values of the 

goods being imported as contained in the invoices issued in the country of supply or export depending on 

the three methods of calculation of duty namely ad valorem, specific and a combination of the two rates. 

The methods as fully explained below: 

 For duty calculations using the ad valorem method, the rate of duty is applied on the value for duty 

purposes to arrive at the duty payable and for such transactions, the value for duty purposes will now 

be computed based on the revalued Real Time Gross Settlement (RTGS) dollar value.  

 For duty computations using specific rates of duty, such rates are denominated in the newly introduced 

RTGS dollar. These transactions will not be affected by the recent legislative changes. Examples of 

products on which specific duty rates are applied are petrol, diesel, paraffin, wine and cement.  

 For duty computations that are based on combination rates of duty, these include both ad 

valorem and specific rates; therefore the impact on each rate is as explained above. 

 

Meanwhile duty on goods that have been designated in in terms of Statutory Instrument 252A of 2018 will 

continue to be paid in foreign currency and the duty calculation remains in foreign currency. 

(https://www.zimra.co.zw). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

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. 

 


