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1. Introduction 
 

1.1 Highlights 

We are honored to present our May 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. 

The 2019 Victoria Falls Tax Conference  

Matrix Tax School hosted a hugely successful Third Edition of the Annual Tax Conference Victoria Falls 

2019 in Zimbabwe from the 22nd to the 25th of May 2019. The conference covered a wide range of high 

level topical tax issues that have hogged the limelight of late both on the domestic scene and the 

international stage. The topics include: 2019 Tax Developments;  Base Erosion and Profit Shifting (BEPS); 

Capital and Exchange Controls; Crypto-currencies as Super Tax Havens; Transfer Pricing; Digital taxes; 

Automatic Information Exchange amongst others. These issues have of late left both authorities and 

taxpayers in a quandary as far as their interaction with taxation is concerned. Many grey areas have 

emerged surrounding them and hence the need to have a platform like the Tax Conference which sought 

to disentangle the complexities surrounding them and provide solutions and come up with policy 

recommendations to authorities on the appropriate actions to adopt, which strike a balance between 

promotion of innovations, inventions, tax compliance and at the same time minimising compliance costs. 

Transfer Pricing Policy Documentation Guidance issued  

The government has through SI 109 of 2019 gazetted the Income Tax (Transfer Pricing Documentation) 

Regulations, 2019 which require every taxpayer to maintain documentation that verifies that the conditions 

in its controlled transactions for the relevant tax year are consistent with the arm’s length principle. The 

arm’s length principle entails that the amount charged by one related party to another for a given product 

should be the same as if the parties were not related. This ought to be justified through transfer pricing 

policy documentation, whose guidelines until now had not been issued.  

Government slashes Excise Duty on Fuel 

The government has through the Customs and Excise (Tariff) (Amendment) Notice, 2019 (No. 8), 

published in SI 116 of 2019 slashed the excise duty on fuel by around 50%, reducing duty on petrol from 

$2.31 to $1.15 per litre while that of diesel has been reduced from $2.05 to $0.90 per litre. By contrast, the 

fuel prices were raised from $3.31 to $4.97 for petrol while diesel was raised from $3.11 to $4.89 per litre. 

Ordinarily, a reduction in the excise duty was supposed to be met by a reduction in the pump price of fuel. 

Also, petroleum will now source foreign currency at the interbank market as opposed to the government 

allocations at the 1:1 peg between the USD and the RTGS. The move signifies government’s abandonment 

of the subsidy on fuel which it has been financing through the excise duty. 

Taxpayers warned to keep records for Capital Gains Tax Purposes 

The tax law requires records to be kept for 6 years. Under the Capital Gains Tax Act, record keeping is 

more problematic because disposals are infrequent and also because there could be a significant delay 

between the date the expenditure was incurred and the date of sale of the property. Another problem is that 

proprieties may also be held by individuals who hardly maintain records of their expenditure. This means 

Capital Gains Tax will be levied on gross capital amount, against the spirit of the law which provides that 

it should be levied on the net wealth i.e. proceeds less costs.     

Taxpayers can claim interest on delayed VAT Refunds 

A VAT refund should be processed by ZIMRA within a stipulated time frame, but delays will always occur 

and these can either be triggered by the action of the taxpayer or that of ZIMRA. When the delay is through 

the action of the ZIMRA, the legislation offers relief to the taxpayer which comes in the form of interest 

on the delayed refund and is the main focus if this article. 

Parents taxed on Income of their Minor Children 



 

 

Parents who make donations to their children are warned that tax liability is inescapable. This is because 

the Income Tax Act provides that any income that would have accrued to a minor child directly or indirectly 

from a parent is taxable in the hands of the parent. While some donations may be motivated by the pursuit 

of tax avoidance, sometimes, they may be bona fide donations done for just cause e.g., inheritance 

management, and not intended to avoid any taxes. 

Eligible operators should opt for VAT cash basis to avoid exposure 

The VAT Act through section 14 provides for VAT to be accounted for by registered operators either on 

invoice (accrual) or payment (cash) basis. The invoice basis requires registered operators to account for 

VAT in respect of a supply whose revenue has not yet been received, and this has serious repercussions on 

the working capital and ultimate viability of the business. On the other hand, payment basis implies VAT 

is accounted for on the basis of payments made for taxable supplies. The VAT law provides for specified 

classes of operators to apply to the Commissioner for approval to account for VAT on payment basis. 

ZIMRA Did Not Renew Contracts for Its Senior Managers  

An online publication, Zimbabwe Morning Post of 3 June 2019 has made startling revelations that ZIMRA 

is sailing through turbulent waters as the relations between management, board chairman and workers have 

hit an all-time low. A total of eleven (11) senior managers have reportedly been fired with effect from 1 

June 2019. Also, in a massive violation of labour law, ZIMRA is operating without a workers committee 

following the resignation of all members in protest and solidarity with a colleague who was treated unfairly. 

ZIMRA Moves on Tax Amnesty Headache 

The Business Times reported that The Zimbabwe Revenue Authority (ZIMRA) is working on legislation 

which will help the tax collection agency reconcile recent tax amnesty transactions amid revelations that 

business is losing millions in penalties and interest despite making payments. Last year, ZIMRA embarked 

on a tax amnesty to encourage tax evaders to come forward and volunteer disclosure of omitted income 

and other tax compliance obligations in exchange for reliefs on penalties, interest and prosecution. The 

amnesty expired at the end of the first half of last year and was instantly succeeded by Voluntary 

Disclosure.  

Police Tighten Screws on ‘Porous’ Border Posts 

The Zimbabwe Republic Police (ZRP)’s quest to maintain law and order at border points has seen them 

embarking on a massive operation to plug leakages starting with the busy Beitbridge border post. As of 30 

May, Police had arrested several culprits and impounded 10 vehicles, among them are five (5) buses that 

were carrying smuggled goods which had prejudiced the tax authority RTGS$175,624.29. Police vowed 

they were not stopping until all cross border traders are complying with the trading laws that are in place 

and will spread to other border posts (The Newsday, 31 May 2019). 

ZIMRA throws lifeline to civil servants 

The Newsday (online) of 21 May 2019 carried a story to the effect that Government has thrown a lifeline 

to its restive workers by operationalising a law that will ensure that those with a minimum 10 years in 

service can import vehicles duty-free, a week after the workers threatened a crippling job action over 

salaries. ZIMRA has formally written to its agents at the border posts advising them that government 

workers with at least 10 years’ service could now import personal cars duty-free. The facility will now be 

active more than two months after government, through a statutory instrument, introduced the car scheme 

(See March 2019 MTU). ZIMRA had not effected it, reportedly claiming they had not received the formal 

orders.  
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1.2 Tax Matrix News and Developments 

1.2.1 Tax Conference 2019  

Matrix Tax School (Pvt) Limited successfully hosted its flagship Annual Tax Conference for 2019 from 

the 22nd -25th of May 2019 which was well attended. Over 120 delegates were in attendance representing 

almost all sectors of the economy among them mining, manufacturing, insurance, banking, public sector 

etc. A 4 day retreat comprised of intensive training and a lot fun. Delegates had the opportunity to learn 

from the esteemed tax expert and to hear the key note speech from the Zimbabwe Revenue Authority 

Commissioner General, Ms Faith Mazani delivered by Mr Nkulumo on her behalf. The theme of the 

Conference was “Building Sustainable Tax Systems for strong economies”. One key area was without 

doubt, the need to stimulate national policy dialogue and as necessary, to propose policy alternatives thus 

helping to enrich the policy formation, implementation and review. Because this effort was organised as a 

conference ,public and private sector companies , professional firms in tax ,accounting ,tertiary and higher 

education institutions were  welcome to participate in whatever form they chose to but research and 

dialogue were critical pillars of the programme. The conference cultivated and built room for creative and 

innovative thinking in order to keep pace with changes around the globe and certainly ensure that 

Zimbabwe is recognised for leadership in this area. Our idea was to create an ongoing discussion and 

conferencing platform primarily on major tax issues and other related business topics that generally 

contribute to a better understanding of factors that define our fundamental business climate and 

environment. The Conference platform will remains a non-partisan and neutral professional, academic and 

business   think tank and focuses on areas referred to above. Our aim is to build the analytical capacity and 

capabilities of tax experts and professionals in business resulting in the consolidation of unique knowledge 

that can be exploited by business entities and government. We also aim to make complex tax and general 

business issues more accessible for the general public and business institutions through seminars, research 

and conferencing opportunities.  

 

Highlights, key talking points and proposals  

 Commissioner General’s invitation for large corporates to participate in the cooperative compliance 

programme. A programme which entails a relationship between revenue authorities and large 

businesses based on co-operation, with the purposes of assuring compliance, leading to payment of the 

right amount of tax at the right time. 

 Debate regarding IMTT deductibility for 2018 with divergence views held between the regulator and 

the private sector, the latter hold the view it should only be disallowed from 22 February 2019 in 

accordance with provision of the Finance Act, No 1 of 2019 and section 132 of the Constitution. The 

regulatory promised to look into the matter. 

 Discussions were held on the implications of SI 33 of 2019 and implication of conversion of individual 

tax tables regarding payment of taxes in foreign currency, whereby foreign currency earners were 

being pushed into the highest tax brackets due to the exchange rate movements. 

 Government edged introduce tax tables in foreign currency in order to accommodate earners of foreign 

currency without causing distortions arising from exchange rate movements and conversions, which 

would in turn create certainty. 

 Government edged to clarify area on time of supply broadened wef 1/1/2019 to include: time of 

removal from the place of sale; time the recipient takes possession of immovable goods or time the 

service is performed; whichever time is earlier. 

 To amend the 13th schedule to Income Tax Act by removing wording of 3(1) (b) which provides 

“separate” computation of tax on remuneration earned in foreign currency so as to ensure that the 

remuneration earned in foreign currency and local currency by a taxpayer can be aggregated and taxed 

accordingly. 

 ZIMRA to accelerate refund processing in foreign currency and minimise audits. Delayed refunds are 

impacting negatively on working capital for business in an environment characterised by tight liquidity 

conditions thereby impeding the ease of doing business. 



 

 

 ZIMRA to provide detailed guidelines on the procedure to follow when there are timing differences 

between invoicing currency and that of eventual payment for the supply after VAT has already been 

remitted. 

 Government to invest more in information technology so as to ease the prevailing e-filing challenges. 

 Government to amend legislation to allow payment of foreign currency taxes in their equivalence in 

RTGS. 

 Government through a legislation change to review the deemed tax values in order to make them 

relevant. 

 Government urged to remove domestic TP because this was considered a waste of resources, and to 

have threshold for preparation of TP documentation to exclude SMEs. 

 Government urged to introduce law so as to accept safe harbours for TP because of lack of 

comparables. 

 Government to harmonise rules on management services- 1% with Transfer Pricing as too many 

seemingly duplicated pieces of legislation are compounding the complexity of tax legislation.  

 ZIMRA to look at interpretation of payment of VAT on imported services in foreign currency as it has 

been subject to varied interpretations. 

 Adopt information exchange procedures recommended by OECD to increase tax collection. 

 Crypto currencies - governments should embrace them, move with times and create regulatory 

framework for them. 

 

I would like to thank all the delegates from different companies who took time off their daily work 

schedules to attend the Tax Conference Victoria Falls 2018.Their presence made the event a success as 

they brought in different ideas and brought up tax challenges that they encounter which will contribute to 

the betterment of our tax system. I would like to acknowledge by name the participation of companies like, 

African Sun, Nyaradzo, POTRAZ, Reserve Bank, ZB, Econet, Old Mutual, Agribank, BNC, CBZ, TelOne, 

BOC, Zimnat, FC Platinum, ZCDC, ZERA, Profeeds, Mimosa, ZETDC, ZIMRA, and Elephant Hills, 

HMMAS, MFS, MMCZ, Murowa Diamonds, Stanbic Bank, and ZESA Holdings. Appreciation also goes 

to our presenters who took time to research on their different topics and delivered masterpiece presentations 

and articulated themselves in a well understood manner and to the Zimbabwe Revenue Authority who 

graced the occasion and were part of the panel discussions addressing delegate concerns. Special mention 

also goes to our sponsors who saw the value in sponsoring the Tax Conference in various ways. Your 

continued support is greatly appreciated.  

 

For more news about the Tax Conference and more, please go to our website: 

http://www.matrixtaxschool.co.zw/ 
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1.2.2 The 2019 Tax and Business Interface Week (9 - 12 October) 
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1.2.4 The 2019 Taxation Books 

 

 

 

 



 

 

1.2.5 Cross Border Taxes Seminar 

 

 

 



 

 

2. Legislation 
 

2.1 Acts 
 

Nothing to report 

 

2.2 Statutory Instruments 

 

2.2.1 Transfer Pricing Policy Documentation Guidance issued  
 

Background 

 

The government introduced transfer pricing legislation with effect from 1 January 2016 through the 

Finance (No.2) Act 2015 in respect transactions involving associates. The key requirement of transfer 

pricing laws and rules is that transactions between associates should be at arm’s length. The arm’s length 

principle entails that the amount charged by one related party to another for a given product should be the 

same as if the parties were not related. This ought to be justified through transfer pricing policy 

documentation, whose guidelines until now had not been issued.Thus, the government has through SI 109 

of 2019 gazetted the Income Tax (Transfer Pricing Documentation) Regulations, 2019 which require every 

taxpayer to maintain documentation that verifies that the conditions in its controlled transactions for the 

relevant tax year are consistent with the arm’s length principle.  

 

Law and Interpretation 

 

Contemporaneous documentation is a requirement of transfer pricing laws in many jurisdictions. 

Documentation is considered to be contemporaneous if it is in place at the statutory tax return’s filing date. 

Each taxpayer should endeavour to determine transfer prices for tax purposes in accordance with the arm’s 

length principle, based upon information reasonably available at the time of the transaction. Thus, a 

taxpayer ordinarily should give consideration to whether its transfer pricing is appropriate for tax purposes 

before the pricing is established and should confirm the arm’s length nature of its financial results at the 

time of filing its tax return. The legislation, s98B (5) provides: “Every person who engages in a transaction to 

which subsection (1) or (4) applies shall keep the documentation prescribed in the Thirty-Fifth Schedule to enable 

the Commissioner-General to ascertain whether a transaction was conducted in accordance with the arm’s length 

principle.” However since this law was introduced in year 2016, there had not been any documentation 

prescriptions in the Thirty-Fifth Schedule as purported by this provision. The new regulations make 

detailed documentation requirements, which must include an overview of the taxpayer’s business 

operations (history, recent evolution and general overview of the relevant markets of reference) and 

organisational chart (details of business units or departments and organisational structure) together with a 

description of the corporate organisational structure of the group that the taxpayer is a member (including 

details of all group members, their legal form, and their shareholding percentages) and the group’s 

operational structure (including a general description of the role that each of the group members carries 

out with respect to the group’s activities, as relevant to the controlled transactions). Furthermore, the 

regulations require a description of the controlled transaction(s), including analysis of the comparability 

factors as well as an explanation of the selection of most appropriate transfer pricing methods, and, where 

relevant, the selection of the tested party and the financial indicator. Additionally, the documentation must 

provide detail of any industry analysis, economic analysis, budgets or projections relied on; details of any 

advance pricing agreements or similar arrangements in other countries that are applicable to the controlled 

transactions; as well as a conclusion as to consistency of the conditions of the controlled transactions with 

the arm’s length principle, including details of any adjustment made to ensure compliance. It has also been 

noted that the regulations have been issued by the Minister in terms “section 90 of the Income Tax Act [Chapter 

23:11]” instead of Chapter 23:06. Chapter 23:11 is the Revenue Authority Act. The citation of an incorrect 

chapter code raises legal issues and has the potential to render these regulations invalid. This suggests that 



 

 

the Chapter code for the Act through which the Minister has made the regulations needs to be corrected 

through a statutory instrument.  

 

Transfer Pricing for Domestic Transactions? 

Internationally, transfer pricing laws are applied on cross border transactions. One of the issues that has 

sparked debate and created anxiety amongst taxpayers in Zimbabwe is the indiscriminate application of 

transfer pricing legislation to regulate both cross border and domestic transactions. The imposition of 

transfer pricing legislation on domestic transactions has been met with mixed feelings. Firstly, there is anti-

tax avoidance legislation that already existed prior to transfer pricing legislation and this legislation 

provides sweeping powers to the Commissioner General to adjust prices or income where the transactions, 

arrangements or operations between the parties are found not to be compliant with the arm’s length 

principle or not reflective of market prices. The second contentious issue is that domestic transactions are 

being conducted in a jurisdiction with the same tax rate and conditions such that issues of profit or income 

shifting will not give rise to a permanent tax advantage to taxpayers. Thirdly, transfer pricing 

documentation is very expensive to produce particularly for small to medium enterprises (SMEs) who form 

the bulk of taxpayers in Zimbabwe. In terms of the OECD Transfer Pricing Guidelines as well as the United 

Nations (UN) Practical Manual on Transfer Pricing for Developing Countries (from which the 

Zimbabwean legislation largely borrow), taxpayers are not be expected to incur disproportionately high 

costs and burdens in producing documentation and therefore require tax administrations to balance requests 

for documentation against the expected cost and administrative burden to the taxpayer of creating it. In 

addition, the OECD transfer pricing guidelines do not cover domestic issues as they focus on the 

international aspects of transfer pricing only. Where a taxpayer reasonably demonstrates, having regard to 

the principles of the OECD Guidelines, that either no comparable data exists or that the cost of locating 

the comparable data would be disproportionately high relative to the amounts at issue, the taxpayer should 

not be required to incur costs in searching for such data. This problem is compounded by the fact that the 

new transfer pricing regulations did not specify thresholds in terms of revenue or values of transactions or 

taxpayers revenues above which transfer pricing documentation would be required. It therefore means that 

all taxpayers who engage in transactions with associates are obliged to keep contemporaneous transfer 

pricing documentation. The documentation can at any time be requested by the Commissioner and if so 

requested, it must be submitted within seven (7) days from the date the request is issued in the English 

Language. 

  

Decision Impact 

 

The transfer pricing documentation requirement has been put forward. What now remains is application 

by taxpayers. And the time to start preparation of transfer pricing documentation is now. However, the 

authorities may need to re-examine the need for transfer pricing documentation in respect of domestic 

transactions as it may be too expensive to have transfer pricing documentation by SMEs and also it is not 

a requirement by OECD transfer pricing guidelines for domestic issues to be regulated by the guidelines. 

The extensiveness of transfer pricing documentation should be balanced between the need for the taxpayer 

to demonstrate compliance with the arm’s length principle and the additional costs to be incurred in 

preparing the required documentation and taxpayers are not be expected to go to such lengths that 

compliance costs for the preparation of documentation are disproportionate to the amount of tax revenues 

at risk or to the complexity of the transactions. If the transfer pricing regulations are maintained on 

domestic issues then thresholds for maintenance of documentation should be set.  

 

2.2.2 Government slashes Excise Duty on Fuel 

 

Background 

 

On 12th of January 2019, Government hiked the excise duty on fuel by just over 400 percent through SI 9 

of 2019. The duty for petrol was raised from $0.45 to $2.31 per litre while that of diesel was increased 

from $0.40 to $2.05. At the same time, the price of fuel was raised to $3.31 and $3.11 for petrol and diesel 

respectively. This led to ZIMRA overwhelmingly surpass their revenue collection target for excise duty 



 

 

for the first quarter 2019 after collecting a staggering $565million against a target of $242million and hence 

a positive variance of 133%.  However, effective 20 May 2019, the excise duties have been slashed by 

about 50 percent.  

  

Law and Interpretation 

 

The government has through the Customs and Excise (Tariff) (Amendment) Notice, 2019 (No. 8), 

published in SI 116 of 2019 slashed the excise duty on fuel, reducing duty on petrol from $2.31 to $1.15 

per litre while that of diesel has been reduced from $2.05 to $0.90 per litre. By contrast, the fuel prices 

were raised from $3.31 to $4.97 for petrol while diesel was raised from $3.11 to $4.89 per litre. Ordinarily, 

a reduction in the excise duty was supposed to be met by a reduction in the pump price of fuel. The rise in 

fuel prices was therefore influenced by other factors impacting the economy and not excise duties. On the 

same day, the Reserve Bank of Zimbabwe issued a statement to the effect that, the fuel companies will no 

longer be allocated foreign currency at 1:1 between the RTGS and the USD, but at the interbank rate. This 

therefore suggests that fuel prices will no longer be static but highly likely to move in line with the 

interbank exchange rate. Also, ZIMRA revenue collections in form of excise duty is likely to tumble due 

to the reduction in the rates of excise duty on fuel. This scenario suggests that government has removed a 

subsidy previously being afforded oil companies on foreign currency allocations. The move entails that oil 

companies will be able to profit from free trade as determined by market forces and not subsidies. 

 

Decision Impact 

 

The reduction in excise duty on fuel might be appealing to fuel importers in Zimbabwe, but at the same 

time having a negative impact on revenue collections by the taxman. There is nothing to celebrate on by 

the business community as the slash in excise duty on fuel was off-set with a huge fuel price hike, thereby 

wiping out any potential benefit that might have possibly been envisaged from the excise duty reduction. 

This whole move suggest a removal of fuel subsidy by government to allow fuel operators to trade freely 

and allow them to profit from trade through removal of exercise duty. In other words the excise duty 

previously raised was being used to subsidise fuel operators on foreign currency allocations.   

 

 

2.2.3 Petroleum Products Pricing Model Revised 
 

Background  

 

When government reviewed upward fuel prices in January 2019, it issued Petroleum (Petroleum Products 

Pricing) Regulations, 2019. The main thrust of these regulations was to provide a fuel pricing model to be 

followed in the pricing of petroleum products. The petroleum pricing model incorporates taxes and levies.  

Following the downward review of excise duty on fuels, government has through SI 117 of 2019 issued 

Petroleum (Petroleum Products Pricing) (Amendment) Regulations, 2019 (No. 1) which amended 

Petroleum Pricing Model.  

 

Law and Interpretation 

 

The SI, 117 of 2019 amended the petroleum pricing model. While the old model incorporated some cost 

inputs in dollar terms per litre for example the taxes, the new model excluded them. The key cost inputs as 

categorised include the Landed Cost; Taxes and Levies; Administrative Costs; Blending Costs (blend 

petrol); and Distribution Costs. Duty accounts for the biggest component of Taxes & Levies, at $0.90 per 

litre (new rate) for diesel. Other taxes for diesel include Zinara Road Levy ($0.020); Carbon tax ($0.013); 

Debt Redemption levy ($0.013) and Strategic Reserve Levy ($0.015). With fuel importers having to source 

foreign currency at the interbank market where the exchange rate for the RTGS dollar against the United 

States dollar is rising on a daily basis, the outlook projects some price instability in fuel prices at least in 

the short to medium term, being induced by the depreciation of the local currency. 

 



 

 

The Old Petroleum Pricing Model (Extract) 

 
 

The New Petroleum Pricing Model (Extract) 

 
 

The model has not been fundamentally changed. Since monetary (dollar) costs will be subject to regular 

manipulation due to the economic circumstances occasioned by the hyperinflation, it might not have been 

necessary to keep the dollar amounts in the piece of legislation as this will mean regular changes to the 

pieces of legislation. Of note on the new model is that finance costs now form part of the Landing cost. 

With oil companies having to source foreign currency on the interbank market where foreign exchange 

rates change on a daily basis, fuel prices are surely expected to rise regularly since the FOB price is a 

function of the USD price of fuel multiplied by the exchange rate (interbank, at which foreign currency 

has been sourced) for the RTGS. 

 

Decision Impact 

 

Regular fuel price review to be expected occasioned by the continued depreciation of the RTGS dollar 

against the USD on the interbank market. This would be expected to permeate in to the pricing structures 

for business and hence regular price adjustments for most products especially those heavily dependent on 

fuel or transportation. 



 

 

 

2.3 Bill Watch 
Nothing to report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

3. Court Cases and Appeal 
 

3.1 Court Appeal 
 

3.1.1 A subsidised canteen meal a fringe benefit 
 

Case name  LFCZ Ltd vs ZIMRA HH 164-19; FA 19/14 

Facts   LFCZ LTD operates a manufacturing plant and a quarry 24 hours a day and 7 

days a week and the plant is located 25 kilometres from the Harare Main Post 

Office and some 4 kilometres from the quarry.  

 It executed administrative and technical service agreement with its foreign 

parent company, the related party, on which it did not deduct non-resident tax 

on fees and in some instance deducted but failed to remit the tax to the ZIMRA.  

 It also ran a staff canteen which provided subsidized meals to all members of 

staff including managers at noon and midnight.  

 There were no food outlets within a radius of 10 kms from the plant to cater for 

the culinary needs of the employees.  

 It neither reflected subsidised canteen meals on the employee’s payslip nor 

deducted tax on the amount because it relied on the letter of 4 October 1994 

from the Commissioner of Taxes, exempting canteen meals from PAYE. 

 The taxpayer was levied liability non-resident tax on fees plus additional tax and 

interest thereon, which it paid promptly.  

 The ZIMRA raised an assessment on canteen meal assessments plus 30% 

penalties, which the taxpayer objected to in addition to objecting to 30% 

additional tax on non-resident tax on fees.  

 The objections were disallowed, hence the appeal to the High Court. 

Jurisdiction    The High Court of Zimbabwe 

Issues  for  

determination  

 Whether taxpayer acted in good faith, in making a bona fide error, regarding 

withholding tax? If so should the penalty be reduced below 30%? 

 Whether canteen meals constitute gross income in terms of either s8 (1) (b) or 8 

(1)(f) of the Income Tax Act (ITA) 

 Whether it was practice generally prevailing in the office of ZIMRA at the time 

of the amended assessment that staff meals would not be subject to PAYE and 

accordingly the proviso to s47 (1) of the ITA apply in  the present matter 

 Whether the taxpayer is entitled to be treated with equality to those whom the 

tax amnesty applies in respect of penalties 

Date  of  

decision  

 27 February 2019   

Decision    That failure by taxpayer to withhold tax on fees was neither inadvertent nor 

innocent but was deliberate.  

 That it was done with intent to evade payment of the correct tax and for this 

reason penalty cannot be reduced below 100%, let alone 30% and is therefore 

increased to the peremptory rate of 100%. 

 That the canteen meal subsidy constituted a benefit or advantage to employees. 

 That the subsidy was not consumed for the purposes the taxpayer’s business 

transactions and that employees do not conduct the business of the taxpayer 

during meals.  

 That the location of the plant was irrelevant in determining whether the subsidy 

constituted a perquisite or not. 



 

 

 That there was no practice of exempting canteen meals prevailing at ZIMRA at 

the time the amended assessments were issued. 

 That the taxpayer is not entitled to be treated with equality to those whom the 

tax amnesty applies on procedural grounds. 

 That LFCZ  is obliged to pay additional tax to the ZIMRA in respect of PAYE, 

on the canteen meal subsidies at the rate of 10% and 100% additional tax in 

respect of withholding tax on administrative and technical fees 

 That ZIMRA should issue further amended assessments and that incorporate the 

additional tax charge in respect of PAYE and withholding tax on the 

administrative and technical fees 

  

The Facts  

The taxpayer, LFCZ LTD operates a manufacturing plant and a quarry 24 hours a day and 7 days a week. 

The plant is located 25 kilometres from the Harare Main Post Office and some 4 kilometres from the 

quarry. The taxpayer executed administrative and technical service agreement with its foreign parent 

company, the related party, whereupon it failed to withhold the requisite non-resident withholding tax on 

the fees and in some instances delayed in remitting the non-resident withholding tax to the ZIMRA. The 

taxpayer sited that the delay was due to failure by the ZIMRA to indicate the currency of account for 

payment of the withholding tax and that it eventually paid without any response in its own initiative in the 

United States currency. In the other years the delays were caused by some internal problems that bedevilled 

it such as the unavailability of the signatories, cash flow constraint and mere oversight. Because of the 

delay and non-payment of the tax, it was assessed to additional tax on the omissions and penalised at the 

rate of 100%, which was eventually reduced to 30%. The taxpayer also ran a staff canteen which provided 

subsidized meals (subsidised at 50% of meal cost) to all members of staff including managers at noon and 

midnight. There were no food outlets within a radius of 10 kms from the plant to cater for the culinary 

needs of the employees. The subsidy was neither reflected on the employee’s payslip nor treated as a fringe 

benefit to employees. The taxpayer relied on the letter of 4 October 1994 from the Commissioner of Taxes, 

exempting canteen meals from PAYE. The taxpayer accepted liability for the additional tax on non-resident 

fees and interest thereon, which it paid promptly. It also paid the penalty under protest. It objected to the 

canteen meal assessments and 30% penalties imposed in respect of these two tax heads. The objections 

were disallowed, hence the appeal to the High Court. 

 

Relevant Legislative Provisions and Case Law  

  
 Relevant Legislation  

 Section 30 of the Income Tax Act 

 17th schedule of the Income Tax Act 

 Section 8 (1)(f)  I (a) and s 8 (1)(b) of the Income Tax Act 

 Para 5 (3) of the Fourth Schedule to the Income Tax Act  

 Para 5 (1) of the fourth schedule of the Income Tax Act 

 Section 34D of the Revenue Authority Act 

 Paragraph 5 (3) of the Revenue Authority Act 

 

Relevant Case Law  

 GC (Pvt) Ltd v Commissioner-General 2015 (2)ZLR 116 (H) AT 140 C-D 

 CRS (Pvt) Ltd v ZIMRA HH 728/2017  

 CF (Pvt) Ltd v ZIMRA HH 99/2018 

  Greatermans Stores (Pvt) Ltd t\a Thomas Meikles Stores & Anor v The Minister of Public Service, 

Labour and Social Welfare &Anor CCZ 2/18 

 Harksen v Lane NO and Others 1998 (1) SA 300 (CC) 

 Prinsloo v Van der Linde and another [1997] (3) SA 1012 (CC) 



 

 

 Pretoria City Council v Walker 1998 (2) SA 363 (CC) 

 Zimbabwe Township Developers (Pvt) Ltd v Lou Shoes (Pvt) ltd 1983 (2) ZLR 376 (SC) 

 

Competing Arguments  

Issue  The Zimbabwe Revenue Authority (ZIMRA) 

Whether 

taxpayer acted in 

good faith, in 

making a bona 

fide error... 

 That LFCZ withheld non-residents tax on fees at varied and wrong tax rates 

between 10% and 15% on the technical fee remittances made to the related party 

 That the grossing up of fees ran contrary to the contract which specifically provided 

that fees to the parent company were to be net of withholding taxes.  

 That the failure by taxpayer to call in the offending employees to testify was 

detrimental to the taxpayer’s case. 

Whether canteen 

meals constitute 

gross income 

 That canteen meals constituted a benefit to the employee as defined in terms of 

s8(1)(f) read with s8(1)(b) and have to remit PAYE  

Whether it was 

practice 

generally 

prevailing….. 

that staff meals 

would not be 

subject to PAYE  

 That the practice not to tax canteen meal subsidy did not exist in ZIMRA. 

 That the 1994 letter initiated a practice which was  revoked by the promulgation of 

section 34D of the Revenue Authority Act 

 That the letter was a non-binding opinion applicable to the firm of chartered 

accountants to whom it was addressed and cannot be relied upon by the taxpayer. 

Whether LFCZ 

entitled to be 

treated with 

equality to tax 

amnesty 

applicants 

 That the taxpayer was differentiated from tax amnesty beneficiaries. 

 That the taxpayer failed to impugn the provisions of the tax amnesty legislation 

that it found constitutionally offensive was fatal. 

 That the commissioner would have no basis for ignoring the valid provisions of the 

tax amnesty legislation. 

 That the taxpayer failed to lead any evidence. 

 

Issue  LFCZ  

Whether 

taxpayer acted in 

good faith, in 

making a bona 

fide error... 

 That the failure to withhold the correct NRTF was due to its failure to properly 

interpret the tax implication of the related party agreements. 

 That failure to timeously remit NRTF to ZIMRA was attributed to the absence of 

signatories and cashflow constraints and therefore not deliberate. 

 That delay was also due to failure by the ZIMRA to indicate the currency of 

account for payment of the withholding tax and that it eventually paid without any 

response in its own initiative in the United States currency.  

Whether canteen 

meals constitute 

gross income 

 That canteen meals were not fringe benefits, but was an essential service for the 

community to avoid disruption of its normal business operations in an area devoid 

of catering facilities, and that it benefited it rather than employees. 

 That the canteen meals are non-taxable because of an established practice based on 

the difficulty experienced by employers in matching an employee to a consumed 

meal which ZIMRA’s predecessor accepted was non-taxable in the letter of 4 

October 1994 and therefore not liable to PAYE. 

Whether it was 

practice 

generally 

prevailing….. 

that staff meals 

would not be 

subject to PAYE  

 That the practice of the ZIMRA for over the two decades preceding the tax audit 

was not to tax canteen meals  

 That not taxing canteen meals was an established practice based on the difficulty 

experienced by employers in matching an employee to a consumed meal which the 

ZIMRA’s predecessor accepted in the letter of 4 October 1994 

 That the letter though not a ruling deposed to a practice generally prevailing at the 

commissioner’s office 



 

 

Whether entitled 

to be treated 

with equality to 

tax amnesty 

applicants  

 That the failure to waive the penalty in full was an infringement of the taxpayer’s 

rights enshrined in s56 of the Constitution. 

 That the imposition of a penalty on law abiding taxpayers while pardoning 

potentially errant taxpayers abrogated the right to equal benefit of the law. 

 

  

Issue  Court reasoning and decision  

Whether 

taxpayer acted in 

good faith, in 

making a bona 

fide error... 

 That the taxpayer failed to discharge the onus on it to show the balance of 

probabilities that it did not have the actual or legal intention to avoid paying the 

correct amount of NRTF that was due from the related party. 

 That the lackadaisical approach exhibited by the taxpayer in deducting and 

remitting of NRTF in question was inconsistent with an innocent mind. 

 That the failure to timeously remit NRTF to ZIMRA because of the absence of 

signatories and cash flow constraints, constitute weak and irrational justifications 

for a company that prided itself in operating on every hour of the day throughout 

the year. 

 That the alleged failure to properly interpret the tax implications of the agreements 

was both irrational and incomprehensible. 

 That the attempted explanations proffered by the taxpayer were devoid of logic. 

 That there was no enough evidence of communication enquiring the currency for 

payment. 

 That the taxpayer failed to articulate the causes of the payment delays and to 

establish the cause of these errors or even that they were inadvertent. 

 That the failure in both respects was neither inadvertent nor innocent but was 

deliberate and done with intent to evade payment of the correct tax.  

 That the penalty cannot be reduced below 100%, let alone 30% and that it should 

be increased to the peremptory rate of 100%. 

Whether canteen 

meals constitute 

gross income  

 That the meal supplied to the employee at the canteen constituted a corporeal 

property and fits squarely into the definition of gross income. 

 That the meal or the right to the meal was property with an ascertainable value of 

50% of the cost of the meal and that it was for the benefit of the employees. 

 That the location of the plant was irrelevant. 

Whether it was 

practice 

generally 

prevailing….. 

that staff meals 

would not be 

subject to PAYE  

 There was no practice of exempting canteen meals prevailing at ZIMRA at the time 

the amended assessments were issued. 

 That the letter of 1994 constitutes a written statement that is precluded from use 

before the Commissioner General or court and that the taxpayer cannot cite it nor 

use its contents as it was not addressed to it personally. 

 That the letter does not fall within the ambit of a binding class ruling or a binding 

general ruling. 

Whether LFCZ 

entitled to be 

treated with 

equality to tax 

amnesty 

applicants  

 That the scope and eligibility provisions of the tax amnesty legislation clearly and 

unambiguously disqualify the taxpayer from its purview. 

 That the taxpayer should have voluntarily disclosed the irregularities before being 

investigated by ZIMRA. 

 That the tax amnesty argument would fail on the basis of either procedural grounds 

raised by ZIMRA on the merits  

    

Decision Impact 

Any advantage or benefit afforded an employee is potentially or actually taxable in the hands of the 

employee. Employers are therefore supposed to evaluate every benefit they give to employees viz the 

provisions of legislation in order to achieve a correct tax treatment of benefits and advantages to 

employees. If in doubt, it is always advisable to seek expert advice. This will go a long way in avoiding 



 

 

unnecessary penalties and interest levied by tax authorities upon discovery of any non-compliance. Care 

should always be exercised in making cross border payments in respect of fees since these attract 

withholding taxes. The rates of the withholding taxes are oftenly affected by the presence of a double 

taxation treaty between Zimbabwe and the country of residence of the recipient. Further, cross border 

payment of services are also subject to VAT on imported services for all importers of services with effect 

from 1 January 2019.  

 

3.2 Fiscal Appeal 

Nothing to report.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 

 

4.1.1 Taxpayers warned to keep records for Capital Gains Tax Purposes 
 

Background 

 

The tax law requires records to be kept for 6 years. This is simple for income tax purposes because income 

tax returns have to be filed each year and also because records are dealt within a business set up. Under 

the Capital Gains Tax Act, record keeping is more problematic because disposals are infrequent and also 

because there could be a significant delay between the date the expenditure was incurred and the date of 

sale of the property. Another problem is that proprieties may also be held by individuals who hardly 

maintain records of their expenditure. It is rare for individuals to keep records of costs on labour, materials, 

amounts paid to contractors, any architect’s fees, building permit charges and legal fees directly connected 

with building their homes. This means Capital Gains Tax will be levied on gross capital amount, against 

the spirit of the law which provides that it should be levied on the net wealth i.e. proceeds less costs.     

 

Law and Interpretation 

 

In Zimbabwe, Capital Gains Tax is levied on specified assets, namely immovable properties (including 

homes), marketable securities and certain intangible assets. The tax is levied on capital gain which is the 

amount by which a specified asset’s selling price exceeds its base cost (cost of acquisition/construction, 

improvement, inflation allowance, selling costs etc). Capital Gains Tax is then charged at the rate of 20% 

of the capital gain for a specified asset acquired after the 1st of February 2009 and at 5% of proceeds if the 

specified asset was acquired prior to 1 February 2009. Marketable securities listed on Zimbabwe Stock 

Exchange stock are exempt from Capital Gains Tax, but are subject to 1% withholding tax.  

 

Deductible expenditure includes the cost of acquiring or constructing the specified asset. If you acquired 

the asset by way of inheritance your expenditure is amount declared for estate duty purposes of the 

deceased and in the case of a donation your acquisition cost is the amount used for capital gains tax or 

income tax purposes of the donor. Expenditure on improvement, additions or alterations to the specified 

asset is also deductible, but does not include expenses deductible for income tax purposes such as repairs. 

Inflation allowance is 2.5% of acquisition or construction cost and cost of improvements, alterations or 

additions. It is granted per year or part of the year thereof from the date of incurring the expenditure until 

the date of selling the specified asset. Other expenditure that is deductible is that which is directly incurred 

or in connection with the sale of the asset.  

 

Only provable expenditure is deducted, implying records should be kept of specified asset’s purchase price 

or construction cost, cost of improvements, additions, and other items that affect the basis of your specified 

asset. The records are required to prove or justify costs to ZIMRA. The exact information required depends 

on the type of asset sold, when it was acquired, how it was acquired, whether a valuation was used and 

how it was sold. On acquisition, documents to retain will include acquisition details, legal costs, stamp 

duty, valuation fees etc. An estate valuation report is required for an asset acquired by way of an 

inheritance. If expenditure was incurred in improving the property and this is reflected in the value of the 

asset on sale, then these costs are usually allowed and the invoices should be retained. 

 

A formal valuation from reputable valuation firms (3 quotations) is required whenever a specified asset is 

sold. The Commissioner General can set aside the selling price if it has not been established at fair market 

price. The valuation report is required to justify selling price and should be retained. Any sale agreement 

giving details of the sale proceeds will be required as well. Where an asset is gifted, the sale proceeds may 

be the market value and evidence of this is a valuation report and this should be kept. Where the asset is 

http://www.investorwords.com/205/amount.html
http://www.investorwords.com/9617/exceed.html


 

 

destroyed correspondence relating to an insurance claim including details of any compensation received 

for a damaged asset should be retained. 

 

Decision Impact 

 

Without paper work it is difficult to justify costs and you may be assessed on proceeds or a higher gain. 

The paper work should be written in the name of the owner of the property. The invoices or receipts should 

specify details of materials acquired (quantity and prices must be contained). Your file must also contain 

delivery notes. Quotations are not acceptable to ZIMRA. Where the materials have been bought 

unfortunately in the name of the contractor or third parties you may need an affidavit to confirm this. Also 

keep a contract between yourself and the builder or contractor to justify labour cost. The contract must be 

signed by both parties. Cash purchases tend to be the major area where audit trail often lacks. It is 

encouraged to transact through a bank account especially for large transactions. Where this is not possible 

insist on receiving receipts with full details of your purchases. When you are forced to buy from informal 

traders still insist on receipts and invoices. If these documents are not available consider making one 

yourself which the person must sign. Include his name, address and I.D. number in addition to the general 

contents of an invoice. If records of costs of acquiring/constructing or improving a specified asset are not 

kept you also stand to lose inflation allowance. For safe keeping of title deeds, receipts/invoices of 

expenditure and other related correspondences you may consider lodging copy files with your banker or 

lawyer. This way you may also be able to salvage these files if your original file is lost or was destroyed 

for instance in a house fire. 

 

4.1.2 Taxpayers can claim interest on delayed VAT Refunds 
 

Background   

 

Value Added Tax (VAT) registered operators are obliged to file their returns periodically in terms of their 

registration categories, whether or not VAT is payable. Generally, VAT payable arises when output tax 

exceeds input tax and refund arises when the reverse is true. A VAT refund should be processed by ZIMRA 

within a stipulated time frame, but delays will always occur and these can either be triggered by the action 

of the taxpayer or that of ZIMRA. When the delay is through the action of the ZIMRA, the legislation 

offers relief to the taxpayer which comes in the form of interest is the main focus if this article. 

 

Law and Interpretation 

 

A VAT refund becomes due when a registered operator’s input tax exceeds their output tax. Input tax is 

the VAT charged by suppliers on purchase of goods and services while output tax is the VAT charged by 

a registered operator on the sale of goods and services. Interest and penalties have always been thought of 

in the context of them being due and payable to ZIMRA by registered operator and not the other way 

round. However it may so happen that ZIMRA may delay processing a VAT refund to a registered operator. 

When this happens the law provides for ZIMRA to pay the refund plus interest. Section 45 of the VAT Act 

reads: “The Minister may direct that interest at the rate prescribed by regulations made in terms of section seventy 

eight may, subject to section forty-six, be paid on any amount refundable in terms subsection (1) of section forty four 

if the Commissioner fails to refund such amount within the period so prescribed”. The VAT General Regulations 

are emphatic and s20 reads: “… if the Commissioner has not refunded any amount owing to the registered operator 

within 30 days after the date from which he received the tax return or the tax refund application, interest shall be 

payable to the registered operator on the outstanding amount at the rate prescribed in the Fifth Schedule.” The rate 

of interest that is prescribed is 10 percent. The above provisions are quite clear that a delay in VAT refund 

have to come with interest. In this case, the spirit of the law is to create a level playing field by ensuring 

that both the taxpayer and the ZIMRA are compensated through interest in the event of delay of VAT 

refund and payment of VAT, respectively. Indeed, the ZIMRA must pay interest on delayed refunds to 

VAT operators. However, while the law provides for interest of delayed VAT refunds, it is silent on 

penalty. This suggests that ZIMRA is not obliged to pay a late VAT refund penalty to a registered operator. 

With working capital becoming critical financial management issue amidst the rapid depreciation of the 

local currency, the RTGS dollar against foreign currencies, it would indeed be fair that a delayed VAT 



 

 

refund automatically comes with interest to compensate the taxpayer for time value of money. This will 

ensure urgency and efficiency in the processing of VAT refunds to taxpayers by the tax administrator. 

 

Cases where no late refund interest is paid 

The law does not oblige the Commissioner to pay interest in certain circumstances. In the case of a 

registered operator’s return which is incomplete or defective in any material respect the 30 day period will 

be calculated from the earlier of the date on which the registered operator rectifies the return and satisfies 

the Commissioner that the incompleteness or defectiveness does not affect the amount of refund, or the 

date on which the Commissioner makes an assessment upon the registered operator reflecting the amount 

properly refundable. Also, if the Commissioner is prevented from satisfying himself as to the amount of 

the refund by being unable to gain access to the registered operator’s books of accounts and where the 

Commissioner has on a reasonable time from the receipt of the tax return, made a written or verbal request 

to the registered operator to access such books and records, the 30 day period for a refund will be suspended 

from the date the letter is delivered or posted, by registered mail or verbal request is made until the date on 

which such access is granted. This happens where ZIMRA would have made a decision to audit a VAT 

refund in order to ascertain its authenticity before paying it. A registered operator will therefore be 

prevented from claiming interest on a delayed refund if such delay was caused by the operator’s fault, 

error, or delay in supplying any information requested by ZIMRA pertaining to the refund. So, it follows 

that registered operators will have to supply any information with urgency to the tax authority should they 

wish get their refunds on time and entertain any hopes of claiming interest on such refunds if delayed. 

 

Decision Impact  

 

The law is not one-sided. It is on the side of taxpayers too. VAT operators are entitled to interest on 

delayed VAT refunds form ZIMRA. However, for them to be able to successfully claim and the interest, 

they should meet prescribed conditions. They should furnish any information or records required by 

ZIMRA, or rectify any errors or defects on returns with urgency, they must not have any outstanding 

tax returns or payments. 

 

4.1.3 Parents taxed on Income of their Minor Children 
 

Background  

 

While some donations may motivated by the pursuit of tax avoidance, sometimes, they may be bona fide 

donations done for just cause e.g., inheritance management, and not intended to avoid any taxes. Parents 

who make donations to their children are warned that tax liability is inescapable. This is because the Income 

Tax Act provides that any income that would have accrued to a minor child directly or indirectly from a 

parent is taxable in the hands of the parent. 

 

Law and Interpretation 

 

Section 38 of the Income Tax Act provides: “Every parent shall include in his return— (a) any income received 

by or accrued to or in favour of, or deemed to have been received by or accrued to or in favour of, any of his minor 

children, either directly or indirectly, from himself or from his wife or husband, together with such particulars thereof 

as may be required by the Commissioner; and (b) any income deemed to be his in terms of subsections (3) and (4) of 

section ten.” In terms of s10(3) of the Act, a parent cannot avoid tax on a donation, disposition or distribution 

made by him to his minor child, or to a trust created by him for the benefit of his minor child. The income 

shall be regarded to be that of the parent despite the fact that the income is accumulated for the benefit of 

his minor child or children. A minor child is defined as a child under the age of 18 and is not married. 

Section 10(4) of the Act also seeks to attribute the donation, disposition or settlement to a parent in 

circumstance a cross donation is made. Thus, where a person donates, makes a settlement or other 

disposition resulting in income accruing to or in favour of or is paid to or applied or accumulated for the 

future benefit of a minor child, whether legitimate or illegitimate, of some other person and the parent of 

the child or his spouse or a near relative of the parent of the child or of the spouse of the parent of the child 

makes a donation, settlement or other disposition or given some consideration to or in favour of the person 



 

 

or the spouse or a near relative of the person or of the spouse of the person who made the donation, 

settlement or other disposition, then the income  shall be attributable to the parent of the child. For section 

10(4) to be applied there must be a reciprocal donation i.e. after donating to the child of another person, 

the parent of that child must in turn donate to the child of the first parent. Therefore, a donation made by a 

parent to a child who is no longer a minor or made by the grandparent to a grandchild will not be covered 

by section 10(3). This suggests that under such circumstances, the donor may escape liability to tax but 

will have to content with anti-tax avoidance rules or transfer pricing rules (s23, 98A and 98B of the Act).   

 

Decision Impact 

 

Parents need to be wary of some schemes or arrangements they enter into involving donations or ceding 

of rights to their minor children. Should they enter into such kinds of transactions, any income that accrues 

to the minor child will be deemed to be that of the parent and hence taxable on the parent. Hence it is best 

for individuals to seek tax advice on the potential tax consequences of any schemes or arrangements they 

may wish to embark on before concluding them. 

 

4.1.4 Eligible operators should opt for VAT cash basis to avoid exposure   
 

Background 

 

The VAT Act through section 14 has provided for VAT to be accounted for by registered operators either 

on accrual (invoice) or payment (cash) basis. Accrual basis essentially means that transactions or events 

are reported when they occur and not necessarily on the basis of payment being made or received in respect 

of them. It means the registered operator will be required to account for VAT in respect of a supply whose 

revenue has not yet been received. And this has serious repercussions on the working capital and ultimate 

viability of the business. On the other hand, cash basis implies output VAT is accounted for only on 

settlements i.e. on cash basis. Unfortunately, this later basis is reversed for specified operators as more 

fully explained below. 

  

Law and Interpretation 

 

S14 of the VAT Act deals with the accounting basis for VAT. The two basis stipulated under that section 

are invoice (accrual basis) and cash basis (payment basis). It reads: “(1)  In this section— “payment” shall 

mean payment of consideration which reduces or discharges any obligation, whether an existing obligation or an 

obligation which will arise in future, in respect of or consequent upon, whether directly or indirectly, the purchase 

price. (2)  Every registered operator shall account for tax payable on an invoice basis for the purposes of section 

fifteen: Provided that regulations made under section seventy-eight may provide for circumstances where, upon a 

written application to the Commissioner, a registered operator may account for tax payable on a payments basis”. 

The accrual basis entails accounting for VAT before one receives revenue for the supply while the payment 

basis entail accounting for VAT to the extent to which receipts and payments are made in respect of taxable 

supplies. The VAT regulations made came through SI 273 of 2003, and s17 of the Regulations provides: 
“(1) Subject to section 14 of the Act a registered operator may apply to account for tax on a payment basis if the 

operator is— (a) a local authority; or (b) a public authority; or (c) an association not for gain.” The option is granted 

subject to a successful application to the commissioner. Thus, the applicant has to provide justification for 

their application to succeed. It can be seen form the classes of operators specified that the nature of their 

businesses are such that they invoice customers now and receive payments later and sometimes customers 

e.g., ratepayers or utility consumers in the case of local authorities may take much longer to pay. If an 

operator accounts for VAT on payment basis, then, it will not experience liquidity challenges because VAT 

is due only cash collected. 

 

Decision Impact 

 

Local authorities, public entities and associations not for gain must take advantage of this provision and 

apply to the Commissioner to account for VAT on payment basis. This will bring relief to them as they 



 

 

will pay VAT to the extent to which they have received payments from customers and in turn ease pressure 

on working capital in this tough economic environment characterised by tight liquidity conditions. 

 

 

4.2 Announcements 
 

4.2.1 ZIMRA terminates contracts for some of its senior managers  
 

 

Background  

 

An online publication, Zimbabwe Morning Post of 3 June 2019 has made startling revelations that ZIMRA 

is sailing through turbulent waters as the relations between management, board chairman and workers have 

hit an all-time low. And the ZIMRA Commissioner-General has reportedly ordered the Human Resources 

personnel not to renew contracts for senior managers deemed to be aligned to the former Commissioner-

General Gershem Pasi.  

 

Law and Interpretation 

 

More than 40 senior managers in the Taxes department have been given three months notices. The 

managers at the Customs department are also facing the chop and about 25 will go, revealed the paper. In 

the Greater Harare area Taxes department, at least six managers are in the firing line. The axe also targets 

senior managers in other regions outside Greater Harare. Furthermore a piece of mail reportedly sent to all 

ZIMRA staff showing a list of 11 sacked managers has set social media ablaze. Part of the mail reads: 

“Please be advised that with effect from 1 June 2019, the following persons will cease to be employees of 

the Authority…” These persons were a Sector Manager, Taxes; Head Technical, Customs; Manager, 

Values & Trade; 2x Technical Services Managers, Customs; Shift Manager; 2x Managers, International 

Affairs; Head Audits, Taxes; a Loss Control Manager; a Regional Manager, Taxes. These are high ranking 

officials in the Authority that these positions may need to be filled up with urgency to ensure continuity of 

service with decisions being made by substantive persons in authority. The reasons for cessation of their 

employment were not specified. Also, the publication reported that in a massive violation of labour law, 

ZIMRA is operating without a workers committee following the resignation of all members in protest and 

solidarity with a colleague who was treated unfairly. During a meeting with staff, the board chair reportedly 

touched on several issues but what torched a storm is when he said the employees will not receive any 

salary adjustments until they prove to him that corruption within the organisation has ended. In 

2018, ZIMRA claimed it had investigated a massive 46 cases of corruption, 11 of which were referred for 

prosecution and one was finalised at the courts. It further claimed that $120 million was recovered through 

its anti-corruption drive following tip-offs from the public (https://zimmorningpost.com/heads-roll-at-

zimra-as-commissioner-general-mazani-fires-top-managers/). 

 

Decision Impact 

 

A burning ZIMRA house damages taxpayer confidence. That the tax administrator’s house is in conflict 

with itself leaves a lot of questions on the lips and minds of taxpayers and the public at large as to the 

safety of public funds as the taxman is one mandated with the responsibility of collecting and accounting 

for tax revenues for the government. If the reported stories are anything to go by then it is high time ZIMRA 

extinguishes the inferno in its house and with the sensitivity associated with tax payment, this is likely to 

https://zimmorningpost.com/heads-roll-at-zimra-as-commissioner-general-mazani-fires-top-managers/
https://zimmorningpost.com/heads-roll-at-zimra-as-commissioner-general-mazani-fires-top-managers/


 

 

knock on collections. Morale amongst the Authority’s rank and file may sink low as well and this will 

affect productivity.  

 

 

4.2.2 ZIMRA Moves on Tax Amnesty Headache 
 

Background 

 

The Business Times (online) of May 14, 2019 reported that The Zimbabwe Revenue Authority (ZIMRA) 

is working on legislation which will help the tax collection agency reconcile recent tax 

amnesty transactions amid revelations that business is losing millions in penalties and interest despite 

making payments. Last year, ZIMRA embarked on a tax amnesty to encourage tax evaders to come 

forward and volunteer disclosure of omitted income and other tax compliance obligations in exchange for 

reliefs on penalties, interest and prosecution. The amnesty expired at the end of the first half of last year 

and was instantly succeeded by Voluntary Disclosure. 

 

Law and Interpretation 

 

In 2018, the government through the Finance Act, 2018 extended Tax Amnesty to taxpayers with 

outstanding tax liabilities that became due before the 1st of December 2017 and were required to settle their 

liabilities without being charged penalties and interest within a period of 6 months from 1 January and 30 

June 2018. Taxpayers did respond but the ZIMRA is reportedly failing to adjust amnesty transactions 

after payments have been made. Penalties still appear on the accounts. ZIMRA’s Commissioner for 

domestic taxes reportedly admitted the amnesty transactions issue was a big problem. He revealed that 

they were looking into the issue and were in the process of introducing a new legislation and further 

promised to update the taxpayer on the matter by the end of May 2019. ZIMRA is owed in excess of 

ZWL$4bn in unpaid taxes by thousands of companies as the tough economic conditions has resulted in 

several firms failing to meet tax obligations. Further, according to official data from ZIMRA, more than 

70 percent of the country’s registered taxpayers are not tax compliant despite the recent moratorium. This 

has resulted in ZIMRA intensifying collection measures among them garnishee orders, collection from 

third parties such as taxpayers’ debtors and gaining access into all regulatory authorities’ database to get 

names and trading data. In addition, regulatory bodies are now submitting names of their newly 

registered clients to the tax collection agency (https://businesstimes.co.zw/zimra-moves-on-amnesty-

headache/) 

 

Decision Impact 

 

Penalties and interest still appear on the accounts despite taxpayers having settled their principal tax 

liabilities under tax amnesty. ZIMRA system is failing to recognise the payments made in respect of 

amnestied obligations. Taxpayers will be made to submit their proofs of payment regularly in order for 

their tax accounts to be cleaned up with ZIMRA and this presents inconveniences. That ZIMRA is coming 

to the party in order to resolve the problem of tax amnesty penalties and interest is a step in the right 

direction. The government is urged to invest in technology such that related problems will not reoccur in 

the future.  

 

 

4.2.3 Police Tighten Screws on ‘Porous’ Border Posts 
 

Background  

 

The Newsday (online) of 31 May 2019 reported that the Zimbabwe Republic Police (ZRP)’s quest to 

maintain law and order at border points continues as they embarked on massive operation to plug leakages 

starting with the busy Beitbridge border post. Police pounced on smuggling syndicates who have 

prejudiced the ZIMRA millions of dollars.  

https://businesstimes.co.zw/zimra-moves-on-amnesty-headache/
https://businesstimes.co.zw/zimra-moves-on-amnesty-headache/


 

 

 

Law and Interpretation 

 

The law, s182 of the Customs and Excise Act, Chapter 23:06 criminalises smuggling. It has been reported 

that as of 30 May, Police had arrested several culprits and impounded vehicles.  To that end, they had 

impounded ten (10) vehicles among them are five (5) buses that were carrying smuggled goods through 

the border but not declaring them properly to ZIMRA which had prejudiced the tax authority 

RTGS$175,624.29. A number of people had also been arrested. Police vowed they were not stopping until 

all cross border traders are complying with the trading laws that are in place. Patrol teams are in place for 

surveillance between the Beitbridge to Harare and Bulawayo highways to intercept suspected vehicles. 

Police further said the current operation is meant to make sure cross border traders are in compliance with 

the country’s laws and those that choose to ignore should face the long arm of the law. Police were also 

quoted as saying the operation will spread to all ports of entry. Members of the public are thus urged to 

fully comply with the Customs and Excise laws and processes when importing goods into the country.  

 

Decision Impact 

 

Compliance with customs laws and procedures is key. In addition to it being responsible corporate 

citizenship, it comes with peace of mind and convenience on importers and exporters. Therefore, 

businesses are urged to always comply with the laws of the country in order to maintain a sound regulatory 

footing. Shortcuts do not pay. All the relevant paperwork for importation of goods should always be 

maintained. The authorities may wish to carry out post clearance verifications or audits. The blitz is likely 

to yield more revenue to the state due to increased compliance with Customs laws and procedures. 

Smuggling has long  

 

 

4.2.4 ZIMRA operationalise rebate of duty on civil Servants motor vehicles 
 

Background 

 

The Newsday (online) of 21 May 2019 carried a story to the effect that Government has thrown a lifeline 

to its restive workers by operationalising a law that will ensure that those with a minimum 10 years in 

service can import vehicles duty-free, a week after the workers threatened a crippling job action over 

salaries. ZIMRA has formally written to its agents at the border posts advising them that government 

workers with at least 10 years’ service could now import personal cars duty-free. The facility will now be 

active more than two months after government, through a statutory instrument, introduced the car scheme 

(See March 2019 MTU). ZIMRA had not effected it, reportedly claiming they had not received the formal 

orders. (https://www.newsday.co.zw/2019/05/zimra-throws-lifeline-to-civil-servants/) 

 

Law and Interpretation 

 

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

Act  (Chapter 23:02) issued SI 52 of 2019 on 8 March 2019 which grants duty rebate on motor vehicles 

imported by specified serving public servants. The specified civil servants are entitled with effect from 1 

January 2019 to import motor vehicles duty free. Civil servants who have been trying to get duty-free cars 

have been hitting the brick wall, as government took time to operationalise the law. Meanwhile, it should 

be noted that importation of a motor vehicle under the rebate is no smooth sail. 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 

https://www.newsday.co.zw/2019/05/zimra-throws-lifeline-to-civil-servants/


 

 

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. A top official in the Finance ministry, was quoted by NewsDay saying they could 

not start the process without a circular from the Finance minister to other ministries. He reportedly said 

government departments operate on circulars. In the absence of that, nobody can do anything, but now 

there is movement. 

 

Decision Impact 

 

The operationalisation of the law for rebate on motor vehicle importation by civil servants comes as a huge 

relief for them. However the long time it took for the law to be operationalised is cause for concern. 

Government departments must quicken their processes. Bureaucracy must indeed come to an end. This 

will go a long way in improving service delivery by government. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

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. 

 

 

 


