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1. Introduction 
 

1.1 Executive summary  

We are honored to present our August 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. 

 

 Finance (No.2) Act, 2019 gazetted: It has regularised SIs 33 and 142, provided for two sets of 

employment tax tables, one in Zimdollar and the other in US$ and those earning part or wholly in 

foreign currency to pay tax in foreign currency, increased motoring benefit increased by 700% from 

ZWL2,400 per annum to ZWL28,800 for engine capacity of up to 1500cc and ZWL76,400 from 

ZWL9,600 per annum for engine capacity above 3000cc, revised tax credits (blind, elderly and 

disability credit) to ZWL7 200 p.a and equivalent amount in foreign US$720, classified production of 

uncut stones or dimensional stones as mining activity, increased certain monetary amounts (tax credits, 

deductions and exemptions) to match inflation, provided for IMTT (2%)  on cash-out transactions by 

agents, provided for capital gains tax of 5% of proceeds on disposals prior to 24th of June 2019. 

 Excise Duty on beverages and spirits hiked: Effective 2nd of August 2019 excise duty on spirits, wines, 

spirits, liqueurs and other spirituous beverages with effect from 2nd of August 2019 is quadrupled. 

Additionally an ad valorem rate of 40% is levied over and above the existing specific rate. 

 Foreign currency duty on fuel import: The excise duty on fuel is reviewed from a specific rate per litre 

to ad valorem rates (percentage) of 45% and 40% of the landed cost for petrol and diesel respectively 

with effect from 2nd of August 2019. At the same time, free funds holders to pay excise duty in foreign 

currency of US$0.45 and US$0.40 per litre for petrol and diesel respectively. 

 Electrical Manufacturers Rebate Regulations. To bring transparency and accountability in the 

utilisation of rebate facility and also add some more goods that qualify under the rebate, beneficiaries 

of the rebate are to report to the Ministry employment levels achieved; capacity utilisation levels 

attained from the use of the rebate; growth in the manufacturer’s output etc. 

 Specified manufacturers exempted from foreign currency duties: Certain goods, predominantly raw 

materials for the food processing and beverage industry have been exempted from payment of customs 

duty in foreign currency. The beneficiary companies include Dairibord, Dendairy, Alpha and Omega 

Dairies, Lobels Biscuits, and others while the goods include raw ground nuts, unripened cheese, fruit 

mixtures, and sugar cones, among others. 

 Massive hike in vehicle toll fees: Toll fees are increased by 5 fold with effect from the 9th of August 

2019. Light motor vehicles is now ZWL10 up from ZWL2, heavy vehicles and haulage trucks ZWL25 

and ZWL50 respectively. The Beitbridge toll fees have been maintained in foreign currency, fixed at 

US$9 and US$23 for light motor vehicles and heavy vehicles, respectively. 

 Levies charged to members by housing association: In recent court case it was decided that a Housing 

Associations or similar set up that collects levies or fees from its members may as well be providing a 

services to its members and should collect VAT if  such levies, fees or its other taxable income exceeds 

ZWL60 000 per annum. 

 Whose tax is IMTT? : Our interpretation of the provisions governing levying of IMTT, commonly 

known as 2% money transfer suggest the tax is that of a financial institution, which the financial 

institution can recovery from its client if it chooses to do so. Therefore the question of deductibility 

and payment of the tax lies with financial institution not the financial institution client. To the client 

of a financial institution it is recovery and representing a cost of doing business. Just like a bank charge 

should be deducted in terms of s15 (2) (a) of the Income Tax Act.   



 

 Heavy taxes for foreign currency earners: Separate tax tables exists for those earning in part or wholly 

in foreign currency with effect from the 1st of August 2019. The minimum the tax free threshold is 

pegged at US$70 per month above which income will be taxed at 20% for the first band, down from 

the threshold of US$300 per month that existed in 2018. The top tax rate of 40% is applied on any 

taxable income above US$3,000 per month while it previously applied the same income used to be 

taxed at 30%. This effectively means an increase in the tax rates for employment income. 

 ZIMRA surpasses First Half 2019 revenue target: Revenue collection targets have been exceeded in 

nominal terms during the first half of 2019. Gross collections were $5.27 billion against the targeted 

$4.30 billion and $2.41 billion same time last. ZIMRA has nevertheless promised to intensify 

collection by employing initiatives such Verification of VAT input Tax for traders in foreign currency 

and VAT Withholding tax and (2) special projects auditing (a) Motor Dealers and (b) Cement Traders 

in order to meet third quarter budget 

 Two ITF 16 returns to be filed for 2019: The review of employment income tax tables through Finance 

Act no of 2019 potentially creates the need for filing two ITF16s for the 2019 year of assessment.  

 ZIMRA issues new rules on commercial importations by individuals: The ZIMRA Commissioner 

General has issued a public notice requiring all importers of commercial goods (goods for resale) 

exceeding a value of ZWL8,000 to register with the ZIMRA for a Business Partner (BP) number and 

be issued with a tax clearance certificate, without which one will not be allowed to import goods into 

the country. The measure takes effect from 9 September 2019. 

 

 

 

 

 

                                                                                                            M. Tapera -Chief Executive Officer 

                                                                                                            Cell-+263 772 349 740 
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2. Legislation 
 

2.1 Acts 
 

2.1.1 Finance (No.2) Act, 2019 gazetted into law 
 

The government gazetted into law the policy pronouncements and measures in the Mid-Term National 

Budget and Fiscal Policy Review through Finance Act no 2 of 2019. The Act was gazetted on the 21st of 

August 2019 (within 3 weeks of its debate in the Parliament) and arguably has been the fastest enactment 

in recent times. We summarise some of the contents of the Finance Act as follows:   

 

 Clarity regarding currency of statutes:  Insertion of a new section in the Finance Act which provides 

for clarity to the expressions and figures contained in the revenue statutes and any other Acts that are 

governed by the Finance Act. It states that figures, expression or symbols in such Acts should be 

reading the Zimbabwe dollar. This is with effect from 1 August 2019.   

 New lease of life for SI33: SI33 which was enacted through Presidential Powers (Temporary 

Measures) and due to expire on the 22nd of August 2019 was given a permanent life. Its provisions are 

now part of the Reserve Bank of Zimbabwe Act (Chapter 22:15). In addition clarity is provided with 

regard to the treatment of financial and contractual obligations. These are deemed 1:1 USD into the 

RTGS$ on the 22nd of February 2019. Further where a person was adjudged to be liable for the payment 

of any statutory monetary fee, penalty or fine before the 22nd of February 2019 which was expressed 

in United States, these shall after this date be paid in RTGS$ at a rate of one-to-one to the USD.   

 Statutory Instrument 142 regularised: The Minister has also regularised the outlawing of foreign 

currency as legal tender on the 24th of June 2019, and the introduction of the Zimbabwe dollar as the 

sole legal tender in Zimbabwe. The introduction of the Zimbabwe dollar and the banning of foreign 

currency as legal tender in Zimbabwe was done under questionable circumstances, however, this 

provision regularises and cements the position.  

 Adjustment of statutory fees and fines: The Minister has enacted rules for the adjustment of statutory 

fines, statutory monetary penalties, statutory monetary thresholds and statutory fees in line with SI142. 

It provides that on and after the date of commencement of the Finance Act no 2 of 2019, but no later 

than six months six months after such date the Minister responsible for justice in consultation with the 

Minister responsible for finance may fix any statutory fine or statutory monetary penalty, However 

the fixing of statutory monetary thresholds and statutory fees is the mandate of minister of Finance. 

The Minister of Finance through a statutory instrument may prescribe a factor by which any statutory 

fine, statutory monetary penalty or statutory fee. After the adjustment the said amounts shall be 

construed as an amount in Zimbabwe dollars. The term  “statutory monetary threshold” or “statutory 

fee” does not include (a)the payment of any tax, duty or penalty for which specific provision 

concerning the manner and currency of payment of the same is made by or under the Finance Act, 

2019 (No. 1 of 2019) or in any subsequent Finance Act;  and (b)the payment of any statutory fee by a 

person not ordinarily resident in Zimbabwe, or by a person the principal place of business of which is 

outside Zimbabwe, if the fee is specified by the enactment in question or by  the Minister responsible 

for finance to be payable in a foreign currency. 

 Paying pay as you earn in foreign currency: The payment of pay as you earn in foreign has been 

reinforced by having separate tax tables for those earning in foreign currency. If any part of the 

earnings are in foreign currency tax tables to be used are foreign currency tax table.  

 Employment tax tables: New tax tables in foreign currency and Zimbabwe dollar have been released 

and are for the 5 months period beginning 1 August 2019 to 31 December 2019. The tax free threshold 

for Zimbabwe dollar earnings is raised from ZWL350 to ZWL700 per month and the top tax rate is 

45% for earnings above ZWL30,000 per month. Tax free threshold for foreign currency earnings is 

US$70 per month and top rate is 45% for earnings above US$3,000 per month. Note it appears there 

is drafting error in the Finance Act regarding the top tax rate of 45%, the finance Bill had 40% rate.   

 Fringe benefits- right of use of company cars: The values for motor vehicles benefits have been 

reviewed upwards, thereby increasing amount to be included the in gross income of an employee and 



 

VAT output for an employer who is VAT registered. The starting rate is ZWL2,400 for engine capacity 

up to 1500cc, up from ZWL300 per month and the top rate is ZWL6,367 for engine capacity above 

3000cc, up from ZWL800 per month. The ZIMRA internal circular to its staff has indicated the new 

rates shall apply to the period 1 August to 31 December 2019 only. It has also provided for foreign 

currency motoring benefit by dividing the Zimbabwe dollar amounts by 10. However the conversion 

by a factor of 10 is not provide for in the Finance Act no 1 of 2019.  

 Deductible of contributions by employees to pension fund:  The Finance Act has reviewed upwards 

annual deductions in respect of arrear pension contribution, ordinary pension contribution and 

retirement annuity contribution to ZWL14,400, ZWL43,200 and ZWL43,200, respectively per annum. 

 Tax Credits: Elderly taxpayer credit (taxpayer over 55 years of age), blind person’s credit and mentally 

or physically disabled person are revised upwards from ZWL900 to ZWL7,200 per annum each. In 

United States dollar terms this is divided by 10 to give US$720 per annum and US$60 per month. The 

United States claim applies to those earning partly or wholly in foreign currency for the period 1 

August 2019 to 31 December 2019.  

 Certain monetary amounts: The government has reviewed monetary amounts in respect of certain 

incomes, deductions and for purposes of capital allowances (see Appendix A for details)  

 Review of exemptions for elderly persons: The exemption of income from deposit with financial 

institutions by persons who are 55 years or above is reviewed to ZWL24 000 from ZWL3,000 p.a.  

Their exemption in respect of income on a bankers’ acceptance and other discounted instruments with 

a financial institution accruing has also been reviewed to ZWL24 000 from ZWL3,000 p.a.  

 Revision of thin capitalisation rules: Thin capitalisation rules have been revised to exclude from 

limitation of deduction of interest and other related expenditure on debt to equity ratio exceeding 3:1 

if the ratio is exceeded by reason of a debt contracted through a Government credit facility by a public 

entity as defined in the Public Entities Corporate Governance Act.  Effective 1st of August 2019.  

 Intermediated Money Transfer Tax (IMTT): The government reviewed the maximum charge per 

transaction to ZWL15,000 on amounts exceeding ZWL750,000 up from ZWL10,000 on amounts 

exceeding  ZWL500,000. Minimum amount subject to money transfer tax ZWL20 revised from 

ZWL10. Further it exempts the transfer of funds for the purchase of auction or contract tobacco from 

buyers or contractors to auction floors, on payments by contractors and auction floors to growers of 

tobacco for deliveries of tobacco and payments by buyers to purchase cotton or cotton seed from 

growers or contracted growers. It further levied IMTT on on cash out transactions by mobile agents. 

 10% withholding tax on contracts: The Minister has reviewed the threshold for aggregate amount 

subject to withholding tax on tenders from ZWL1, 000 to ZWL8,000 per year. 

 Capital gains tax and withholding tax: The Finance Act no 2 of 2019 provides for 5% of proceeds for 

specified assets sold prior to 24th of June 2019 and retains 20% capital gains tax rate for disposals 

thereafter. Capital gain withholding tax on sale of immovable property to 5% from the current 15%.  

 Capital gains tax exemptions: Sale or disposal of any shares or other marketable securities to the 

Sovereign Wealth Fund established by the Sovereign Wealth Fund of Zimbabwe. Effective 1st of 

January 2019. Meanwhile exemption of marketable securities from capital gains tax when disposal is 

made by a person who is 55 years or above is revised from RTGS$ 1800 to ZWL 14 400. 

 Amended Values for Capital Gains Tax: Threshold for assessed capital loss not to be carried forward 

revised from RTGS$ 100 to ZWL 800. Threshold of capital gains which shall not be subject to tax 

revised from RTGS$50 to ZWL 400 

 Income tax deduction of mining royalties: Deduction of mining royalties which was repealed effective 

1 January 2014 has been reinstatement with effect from 1 January 2020.   

 Rate of royalties on gold. The rate of royalty for small scale gold producers is increased from 1% to 

2% and for other gold producers rate of royalty for gold sold for a price of below US$12,000 per ounce 

is fixed at 3% and 5% above this price. These measures take effective from 1 August 2019 

 Amendment to definition of “mineral”: The definition of “mineral” in the Income Tax Act has been 

harmonised with that in the Mines and minerals Act. The effect is that cut or uncut dimensional stone 

subjected to tax on the exportation of uncut and cut dimensional stone in terms of section 12E of the 

Value Added Tax Act have been made part of definition of mineral effective from 1 August 2019. For 

income tax purposes any person involved in the production of uncut and cut dimensional stone is 

deemed a miner and entitled to claim 100% of its capital expenditure as capital redemption allowance 



 

in terms of the 5th Schedule to the Income Tax Act (Chapter 23:06) with effect from 1 August 2019.  

 Traveller’s duty rebate and other statutory amounts: Rebate of duty on traveller’s effects has been 

reviewed from ZWL200 to ZWL1,600 per for every 30 days. Also reviewed are other customs 

statutory (see Appendix 2 for further details)?   

 

 

2.2 Statutory Instruments 
 

2.2.1 Excise Duty on beverages and spirits hiked 
 

Background 

 

The Minister of Finance has through Statutory Instrument (SI) 160 of 2019 issued the Customs and Excise 

(Tariff) (Amendment) Notice, 2019 (No. 9) which has the effect of reviewing excise duty on spirits with 

effect from 2nd of August 2019. The SI amends Part II of the Second Schedule of the Customs and Excise 

(Tariff) Notice, 2017, (SI 53 of 2017) 

 

Law and Interpretation 

 

The Statutory Instrument reviewed the duty on wines from USD0.5/L to ZWL4/L while duty on ciders, 

perry and mead was reviewed from US$0.36/L to ZWL3/L. Excise duty on spirits, liqueurs and other 

spirituous beverages was reviewed from US$5/LAA to 40% + ZWL20/LAA. Generally, the duties were 

increased by a factor of 4, with the exception of spirits and liqueurs on which an ad valorem rate of 40% 

was added on to the existing specific rate. 

 

Decision Impact 

 

The increase in duty is likely to give rise to increase in prices of beverages and spirits. A higher price 

increase is expected on Spirits and liqueurs due to the additional 20% duty over and above the specific 

rate. Meanwhile, increase in duty on imports is likely to prompt local production. 

 

 

2.2.2 Foreign currency duty for designated operators and holders of free funds 

 

Background 

 

The Minister of Finance has through SI 161 of 2019 issued the Customs and Excise (Tariff) (Amendment) 

Notice, 2019 (No. 10) which reviewed the excise duty on fuel. The SI moves away from a specific rate per 

litre to ad valorem rates (percentage). Holders of free funds holders to also pay excise duty at a specific 

rate in foreign currency. The SI is with effect from 2nd of August 2019. It amends Part II of the Second 

Schedule of the Customs and Excise (Tariff) Notice, 2017, (SI 53 of 2017). 

 

Law and Interpretation 

 

The government has reviewed the excise duty on fuels as follows: 

 
Commodity Old Rate of Duty New rate of duty 

Leaded petrol $1.15/L 45% 

Unleaded petrol $1.15/L 45% 

Diesel $0.90/L 40% 

Leaded petrol  - imported using free funds for own use by companies or by 

designated fuel service stations for sale in foreign currency 

 US$0.45/L 



 

Unleaded petrol – imported using free funds for own use by companies or 

by designated fuel service Stations for sale in foreign currency 

 US$0.45/L 

Diesel - imported using free funds for own use by companies or by 

designated fuel service Stations for sale in foreign currency 

 US$0.40/L 

 

The new rates of duty, of 45% petrol and 40% diesel will be based on the landed cost of the fuel. Thus the 

SI provides that organisations with free funds shall be allowed to import fuel entirely for use in their 

production process, and pay for the duty in foreign currency. This facility shall also be open to designated 

fuel stations authorised to sell the fuels in foreign currency. 

 

Decision Impact 

 

The impact of the new excise duty on fuel was felt immediately as the fuel prices were hiked with effect 

from 03 August 2019. Meanwhile this duty regime will push the price of fuel in Zimbabwe dollar regularly 

owing to exchange rate movements. However there is guaranteed stability in foreign currency prices of 

fuel imported using free funds.  

 

 

2.2.3 Electrical Manufacturers Rebate Regulations 
 

Background 

 

The Minister of Finance has through SI 167 of 2019 issued the Customs and Excise (Electrical 

Manufacturers) (Rebate) (Amendment) Regulations, 2019 (No. 8). The SI is meant to bring Transparency 

and accountability in the utilisation of rebate facility. It also adds some more goods that qualify under the 

electrical manufacturer duty rebate. 

 

Law and Interpretation 

 

The SI has provided that with effect from 1st of January 2019 a manufacturer shall be required to present 

to the Minister of Finance and Economic Development, an annual report in a form approved by the 

Minister. The report should show full particulars of all the benefits achieved in the utilisation of the 

rebate facility granted in terms of these regulations. It must enable identification or accountability to 

the satisfaction of the Minister the following aspects on the manufacturer’s business: 

a) the incremental employment levels achieved by the manufacturer; 

b) capacity utilisation levels attained from the use of the rebate; 

c) value of new investment received since the implementation of the rebate; 

d) growth in the manufacturer’s output; and; 

e) research and development initiatives carried out by the manufacturer. 

If a manufacturer fails to produce the annual report in the manner approved, the rebate shall be immediately 

withdrawn and any rebated goods received by the manufacturer during the period when the report was not 

so produced shall be deemed to have been used for a purpose other than that for which the rebate was 

granted. The manufacturer shall be required to pay the rebated revenue forthwith and the penalty for failure 

to keep records. The report is required to be submitted within 30 days from the end of the twelve months’ 

period calculated from the 1st of January 2019 and thereafter from thereafter from the 1st of January. 

Meanwhile the government has added goods to qualify for electrical manufacturer. The goods include: 

resin, steel pipes, cable clips, hinges, electric fans, and relays among others. 

 

Decision Impact 

 

It is a statutory requirement upon every taxpayer to keep business records for not less than 6 years and in 

the English Language. Beneficiaries of this rebate will have to keep adequate records that will enable them 

to produce the reports as required by the Ministry of Finance. Failure to produce the reports and also to 



 

keep records has serious repercussions as the duty rebated will be called for and penalties imposed. The 

move will ensure the rebate will not be abused. However it places administration on the importers to keep 

records and submitting annual return to the Minister.  

 

 

2.2.4 Additional mining companies qualify for duty suspension 
 

Background 

 

The Minister of Finance and Economic Development has through SI 169 of 2019 issued the Customs and 

Excise (Suspension) (Amendment) Regulations, 2019 (No. 215) which has the effect of adding two more 

mining companies on to the list of companies that enjoy duty suspension on importation of goods meant 

for mining development operations. 

 

Law and Interpretation 

 

The SI has added two mining companies onto the list of companies that will enjoy suspension of duty on 

goods imported for mining development operations as follows: 

 
Name of mining company  Mining Location No.s Specified Mining Period 

Curvelust Investments (Private) Limited 4501B.M. 7th June, 2019 to25th June, 2022 

Stone Steel Resources (Private) Limited 21 402 B.M. 

12 179 B.M. 

16 266 B.M. 

11th March, 2019 to 10th March, 2022 

 

Other mining companies listed on the schedule that also enjoy suspension of duty include Bubi Small Scale 

Miners Association; Golden Reef Mining; Redcure Investments; Breckridge Investments and many more. 

 

Decision Impact 

 

Companies on the list are expected to enjoy low cost of production and this promotes development of 

mines. Meanwhile SI 6 of 2016 provides for a rebate of duty on capital equipment imported for use in 

specified industries of which mining is included.  

 

2.2.5 Certain manufacturers exempted from paying duty in foreign currency  
 

Background 

 

The government has through SI 170 of 2019 issued the Customs and Excise (Designation of Foreign 

Currency Dutiable Goods) (Amendment) Notice, 2019 (No. 1) which exempts certain goods, 

predominantly raw materials for the food processing and beverage industry from payment of customs duty 

in foreign currency. The notice became effective from the 9th of August, 2019 and amended SI 252A/2018. 

 

Law and Interpretation 

 

A schedule has been inserted under SI 252A/2018 which exempts the companies from foreign currency 

duties on specified and ring-fenced goods imported by them. This entails the payment of duties if any, in 

Zimbabwean dollar. The ring fenced companies for purposes of paying duty in Zimbabwe dollar on certain 

goods are Dairibord, Kefalos Cheese, Associated Foods, Kershelmar Dairies, Dendairy, Alpha and Omega 

Dairies, Lobels Biscuits, African Distillers, Cairns foods among others. The goods include raw ground 

nuts, unripened cheese, fruit mixtures, sugar cones, protective gloves, clothing accessories and articles of 

leather as specified by their customs tariff codes. The goods have been ring-fenced in terms of quantities 

per commodity. However the ring-fenced quantities have no specified time period over which they can be 

imported except wines to be imported by AFDIS and Cairns only.   



 

 

Decision Impact 

 

The exemption is a welcome development to the specified companies as they will preserve their foreign 

currency earnings. This move is likely to see increased importation of the specified goods and ultimately 

output from the companies specified. The product prices of these companies are also not expected to be as 

high as they may possibly have been. However this amendment is test for government policy inconsistency. 

 

2.2.6 Government increases toll fees by 400% 
 

Background 

 

The Minister of Transport and Infrastructural Development in terms of the Toll Roads Act [Chapter 13:13], 

issued the Toll Roads (National Road Network) (Amendment) Regulations, 2019 (No. 9) through SI 172 

which increased the toll fees 5 fold across all classes of vehicles. 

 

Law and Interpretation 

 

The government has increased toll fees took effect from 9 August 2019 as follows: 
Vehicle Old Fee (ZWL$) New Fee (ZWL$) 

Light motor-vehicles 2 10 

Minibuses 3 15 

Buses 4 20 

Heavy vehicles 5 25 

Haulage trucks 10 50 

 

Meanwhile, the Beitbridge toll fees have remained unchanged (through SI 174) in foreign currency terms, 

fixed at US$9 and US$23 for light motor vehicles (up to 3 tonnes) and heavy vehicles respectively. Foreign 

registered vehicles pay in foreign currency while local registered vehicles have the option to pay in ZWL$. 

 

Decision Impact 

 

The increase in tollgate fees means an increased cost of doing business to the business community. The 

new tollgate fees will be factored into the cost structure and ultimately pricing of goods and services 

thereby raising prices as business may not want to absorb the cost but push it to consumers. 

 

2.3 Bill Watch 
 

Nothing to report on.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

3. Court Cases and Appeal 
 

3.1 Court Appeal 
 

3.1.1 Housing associations liable to VAT on levies charged to members 
 

Case name   GTO Association vs The Commissioner General-ZIMRA HH 464-19 

Summary Facts   GTO (taxpayer) is a voluntary and non-profit organisation, a body separate from 

its members and with perpetual succession and a right to sue and be sued.  

 It was formed to manage, control and regulate the Township for the benefit of 

members (stand holders), wherein it provides services such as potable water and 

storage of water in reservoirs, collection and disposal of refuse, security and 

maintenance, cutting of verges on the roads etc.  

 Its constitution authorises it to set levies and other charges payable by the stand 

holders to defray Township administration and management expenses.  

 In 2014 it was audited by the ZIMRA resulting in VAT liability for the period 

2010 to 2012 and it being compulsorily registered for VAT, which it disputed. 

 ZIMRA insisted GTO was eligible for VAT registration but conceded the supply 

of water from pipes for domestic purposes and interest were VAT exempt.  

 Taxpayer objected to the assessments, which the ZIMRA disallowed but waived 

the penalty in full and hence the current court case.  

Jurisdiction    Fiscal Appeal Court, Harare  

Issues  for  

determination  

 What services does the taxpayer render to its members  

 What amount was the total expenditure incurred by GTO in making available the 

supply of water to its members for years of assessment in dispute 

 Whether or not GTO was providing services to its members in the course of trade 

in exchange for a consideration during  tax years in dispute 

 Whether or not the value of the taxable supplies of GTO exceeded the registration 

threshold to warrant its VAT registration  

 Whether or not GTO was liable to pay VAT as per ZIMRA assessments 

Date  of  

decision  

 14 June 2016 and 4 July 2019 

Decision    That formula used by the ZIMRA to assess GTO for VAT was basically correct.  

 That it entailed deducting from the total income accruing to GTO, the cost of the 

supply of water to the members indicated in the financial statements for fixed and 

metered water, a portion of the cost of supplying such water incorporated in the 

general levy and interest and any other legally permissible deductions.  

 That the balance of the income inclusive of income in respect of administration 

and management was all vatable since it was either derived from services 

rendered by GTO to its members, third parties or itself in the course of trade.  

 That the ZIMRA correctly waived the penalties in full and this is hereby upheld 

 That notwithstanding the call for costs by the ZIMRA, the grounds of appeal have 

not been frivolous so as to warrant an adverse order of costs against GTO, 

therefore each party must bear its own costs.  

 That the ZIMRA amended monthly VAT assessments are hereby set aside.  

 That the ZIMRA shall issue further monthly value added tax amended 

assessments against GTO for the period 2010 to 2012 in compliance with this 

judgment by: (a) deducting the specified invoice values of water recorded in 

GTO’s financial statements, (b) computing and deducting the appropriate 

apportionment for the value of water supplied from the general levy and utilizing 



 

the court calculations of taxable supplies.  (c) deducting any interest received by 

the appellant and any other permissible deductions.(d) waiving penalties in full 

 That each party shall bear its own costs.  

Decision Impact  Housing Associations should register and account for VAT  if they charge levies, 

fees etc to members (stand holders) even its for purposes of defray of 

administration and management expenses where such income exceeds 

ZWL60,000 p.a. 

  

The Facts  

 

GTO is a voluntary and non-profit organisation, a body separate from its members and with perpetual 

succession and a right to sue and be sued. It was formed to manage, control and regulate the Township for 

the benefit of members. It is a creature of deed of donation of land made by GD (Pvt) Ltd, the developer, 

which had designed a township with various stands, roads and other infrastructure on the property and 

applied for a sub divisional permit in terms of the Regional Town and Country Planning Act [Chapter 

29:12] to form the G D Township on the shores of the dam. After the donation, GTO developed the 

property into residential and recreational stands. Its permit provided that an 18 m long Council road was 

to be constructed at the expense of the developer and vested in the Local Authority, whereas other “all 

other roads shall remain in the ownership of the applicant and shall be constructed and maintained by the 

applicant company.” It also provided that a reticulated water supply and sewerage systems were to be 

installed by the permit holder at its cost to all the stands before title could be transferred and occupation 

by individual stand holders. GTO holds title through its trustees to 10 stands within the Township whilst 

the rest of the properties are owned by its members. Its constitution authorises it at Annual or Extraordinary 

General meetings to set levies and other charges payable by the stand holders to defray Township 

administration and management expenses. Among the services it provides to its members are potable water 

and storage of water in reservoirs, collection and disposal of refuse and the provision of security and 

maintenance of both internal and access roads and cutting of verges services to its members. The water 

supplied to the members was pumped into two reservoirs from the dam and was treated and reticulated to 

the stand holders by both gravity and electricity and generators. It provides security at the main boom gate 

and patrols the Township and employs casual workers to cut grass on the verges of the roads. GTO employs 

7 people including the administrator who keeps its books of account and office equipment. It receives 

interest from investments, and income from transmission towers, mooring and boat shed rentals etc. It 

levies a fixed water charge separately from the actual metered consumption charge and the general levy.   

In 2014 it was audited by the ZIMRA resulting in VAT liability and it being compulsorily VAT registered. 

GTO disputed that it was eligible for both VAT registration and assessment. The ZIMRA maintained it 

was but conceded the supply of water from pipes for domestic purposes was VAT exempt.  

 

Relevant Legislative Provisions  

 Relevant Legislation  

 s 2 of the VAT Act 

 s 6 (1) (a) of the VAT Act 

 s 11 (j) of the VAT Act read with Part 1 (1) , VAT (General) Regulations SI 273/2003 

 s 14 of the VAT Act and s 9 read with s 17 of the VAT (General) Regulations 

 s 23 (4) (b) of the VAT Act 

 s 32 (4) of the VAT Act 

 s 37 of the VAT Act 

 s 78 of the VAT Act 

 s 8 (1) of the South African Act 23 of 1920 

 

 

 

 

 

 



 

Relevant Case Law   

 Relevant Cases  

 Maseti v Key NO & Ors 1951 (2) SA 187 

 Liebenberg v Koster Village Council 1935 TPD 413 at 416-417 

 BT (Pvt) Ltd v Zimbabwe Revenue Authority 2014 (2) ZLR 640 (H) at 657E 

 Alberts v Roodepoort-Maraisburg Municipality 1921 TPD 123 

 

 

Issue  Court reasoning and decision  

What services 

does the GTO 

render to its 

members?  

 

 

 

 That in Maseti v Key NO & Ors 1951 (2) SA 187 (C) HERBSTEIN J defined the 

phrase “for services rendered” : “The phrase “for services rendered” is in common use 

and its ordinary meaning is that something has been done for the benefit of some person, 

e.g., supplying of a particular need. When one speaks of a fee for services rendered one 

means payment of a sum of money as compensation for an act which has been performed 

or a need which has been provided.”  

 That s 2 of  the VAT Act [Chapter 23:12] defines “services” as “anything done or 

to be done …or the making available of any facility or advantage,” and a supply as 

“supply” including “all forms of supply, irrespective of where the supply is effected, and 

any derivative of “supply” shall be construed accordingly; 

 That the services GTO renders are stated in Clause 44 as follows: “The Association 

shall provide its customary services, including the supply of water, to all members…” 

 That its constitution deals with two kinds of gross persistent misconduct namely 

the intolerable or insupportable conduct or behaviour of a member or his visitor 

or occupant against a member, visitor or occupant of any other stand in the 

Township which disregards written notices from the Management Committee to 

desist and failure or refusal by a member for 3 months to pay imposed levies.   

 That a member who commits an offence aforesaid, will not receive some or all 

of the services and for failing to pay levies on time GTO is entitled to charge 

interest, recovery its legal costs and charge commission incurred in debt recovery. 

 That customary services were different from rates, levies etc of Zvimba Rural 

District Council and the ZINWA, which GTO collected on behalf of these parties.  

 That water and removal of refuse were some of the supplies offered to members 

by GTO despite reference to capital and recurrent expenditure in clause and other 

services included, security of own property, own property and roads etcetera, 

cutting grass, rentals of transmission tower and boat sheds and marina.   

 That GTO incorrectly equated the funds raised from the members for road repair 

and maintenance to a call on shares by a private company to its members, namely 

a payment for statutory duty not for services rendered to the members.  

 That the onus on appeal lies on GTO in terms of s 37 of the VAT Act to show 

that the ZIMRA’s decision in that respect was wrong which it failed to discharge. 

 That GTO argued that in Liebenberg v Koster Village Council 1935 TPD 413 at 

416-417 the fulfilment of a statutory duty for a fee fell outside the ambit of trade 

since a local authority did not supply services for a fee for gain but did so in 

fulfilment of a social service.  

 That GTO contended it supplied the service to itself and not to its members. 

 That contrary to Zimra assertions the construction and maintenance and repair of 

roads in the township was a statutory duty imposed on GTO by its permit and 

was not precluded from levying service charges from its members.  

 That after all, these roads were constructed and are maintained for the use of the 

members, their visitors and occupiers and GTO levy for such a service.  

 That case of Liebenberg case, supra, does not support the view by GTO that it 

rendered a statutory service to itself for which no VAT was payable   



 

 That it is not correct for GTO to state that the private security company supplied 

security services to members not to it and that by virtue of its corporate status, it 

rendered to itself the administrative and management services, captured in its 

books as overhead expenses.  

 That the services provided to it by its staff members were distinct and separate 

from the services the same staff supplied on behalf of GTO to its members and 

it’s illogical to regard the members as the recipients of the services provided by 

GTO’s employees to GTO itself.   

 That ZIMRA is therefore correct to state that the cost of such services cannot be 

apportioned to the various services rendered by GTO to its members 

 That in the absence of a method GTO employed to compute the fee it charges to 

its members to break even, it must include the total cost of the services rendered 

in the amount charged to the recipient of the service.  

 That therefore GTO supplied customary services to its members and as per its 

constitution it acted as an agent for the members in collecting and paying rates, 

levies and other charges to local authority and ZINWA for no consideration. 

What amount 

was the total 

expenditure 

incurred by 

GTO in making 

available the 

supply of water 

to its members 

for the disputed  

tax years 

 That the determination of the total expenditure incurred in the supply of water 

would assist in computing GTO’s income that was subject to VAT.  

 That since GTO is a not for gain organisation the expenditure for the supply of 

water would represent the income raised by it for that purpose.    

 That the supply of water is exempt by virtue of s 11 (j) of the VAT Act as read 

with Part 1 (1) if the VAT (General) Regulations exempted from VAT 

 That the answer as to which values amongst the invoice value, the actual cost or 

the payments received for the supply of water should be VAT exempted is found 

in ss 11 (j) and 14 of the VAT Act and s 9 as read with Part 1 (1) to the First 

Schedule and s 17 of The VAT (General) Regulations SI 273/2003.  

 That s11(j) provides for the exemption of “the supply of such goods or services as 

are prescribed in regulations made in terms of section seventy-eight” 

 That Part 1 (1) to the First Schedule of the Regulations state that: “The following 

goods or services in respect of which the exemption under paragraph (j) of section 11 of 

the Act shall apply, shall be as follows—water supplied through a pipe for domestic use” 

 That s14 of the Act as read with 17 of the Regulations provides for accounting of 

VAT on invoice basis and in the alternative payment basis in the case of local 

authorities or public entities subject to Commissioner’s approval. 

 That therefore the tax invoice generated by a registered operator must state on the 

face of it the value of the activity supplied.  

 That in the present case, however GTO did not produce tax invoices for issuance 

to the members during the three tax years in question but relied on the specific 

line items captured in its trial balance and income and expenditure statements. 

 That in reconstituting the figures it did not create any new figures but utilised 

those in the trial balance and financial statements to determine the actual cost of 

supplying water through a pipe for domestic use that ought to have been captured 

under the specific headings of fixed and metered water in the tax invoices.  

 That the revisited figures were not challenged by the ZIMRA except it insisted 

that GTO should be bound by the invoice values of the supply of water that were 

captured in the original and revised accounts in question.  

 That although ZIMRA is correct to state that VAT is levied on the value of the 

supply recorded on the invoice, the relevant invoices were not produced 

 That meanwhile, the ZIMRA conceded that the sample invoice generally 

captured the information on the invoices dispatched to the members during the 

period to which the appeal relates and did not dispute these invoices recorded a 

specific line item synonymous with a general levy.  

 That it seems GTO discharged the onus to show on a balance of probabilities that 

a portion of the value of the supply of water was incorporated in the general levy.  



 

 That it established that the amounts shown against fixed and metered water were 

based on estimates agreed to in advance at the prior year AGM and that at such 

AGMs the general levy was designedly introduced for incorporation in the 

invoice to inter alia cover any shortfalls on the water account.   

 That GTO correctly surmised that the figures for the fixed and metered water 

were mere estimates that did not represent the actual value of the supply of water.  

 That in the absence of any contrary analyses produced by ZIMRA, the court is 

obliged to examine whether GTO’s analyses correctly capture the cost of 

supplying piped water for domestic use to its members.   

 That the accuracy of the direct costs for the supply of water except for bank 

charges and protective clothing were not seriously challenged by ZIMRA  

 That the explanation given by GTO in respect of bank charges that these were 

connected to the movement of funds related to the purchase of water equipment 

is correct and that they were as small as to remove any spectre of suspicion. 

 That accordingly the direct costs extracted from the payment records represented 

a portion of the cost of supplying water to the members and that general 

overheads computed by GTO should not have been apportioned against water.  

 That this is because GTO admitted an apportionment of general overheads to each 

activity by dividing the total direct costs by the total direct cost for water and then 

multiplying the result by the total general overhead costs was abnormal and that 

the formula used was as inappropriate as it was unreliable and also because the 

general overheads did not cover any costs for supplying water to the members.  

 That the supply of such services would not ordinarily be vatable under s 6 (1) 

 That to accord with the generally accepted commercial and accounting standards 

to make provision for depreciation and to make appropriations to the capital 

account the court accepts GTO’s submission that the appropriations to the capital 

account were made from the income raised from the members.  

 That as the purchase of capital items to which the appropriations relate would not 

constitute the supply of a service to the members, the income raised for that 

purpose would not be subject to VAT.  

 That the appellant ought to have expensed these appropriations in 2010 and did 

do so in the revised 2010 accounts and the original 2011 and 2012.  

 That in regards to the provisions for doubtful and bad debts under the alias of 

irrecoverable stand holders accounts, GTO wrongly expensed them without first 

establishing that there was uncertainty of the likelihood of recovering these debts 

through the recovery mechanisms embodied in GTO’s constitution against 

defaulters (See BT (Pvt) Ltd v Zimbabwe Revenue Authority 2014 (2) ZLR 640 

(H) at 657E).  

 That the provision for these debts was incorrectly included in the cost of 

supplying water to the members.  

 That as a result of these findings the sum of US$ 8 437 apportioned to general 

overheads and US$ 7 104 provided for irrecoverable stand holder accounts in 

2010, and the respective sums of US$ 12 770 and US$ 8 140 in 2011 and US$ 13 

548 and US$12 212 in 2012 must be deducted from the total cost computed by 

GTO of supplying water to its members of US$102 683 in 2010, US$113 754 in 

2011 and US$84 596 in 2012.   

 That the cost of supplying water to the members was US$87 142 in 2010, US$ 

92 844 in 2011 and US$58 836 in 2012. 

Whether or not 

GTO was 

providing 

services to its 

members in the 

course of trade 

 That the answer to this question lies in part in the definition of trade 

 That s 2 of the VAT Act defines trade as “(a) in the case of any registered operator, 

other than a local authority, any trade or activity which is carried on continuously or 

regularly by any person in Zimbabwe or partly in Zimbabwe and in the course or 

furtherance of which goods or services are supplied to any other person for a 

consideration whether or not for profit, including any trade or activity carried on in the 



 

in exchange for a 

consideration 

during the 

period under 

dispute  
  

 
 

form of a commercial, financial…or any other concern of a continuing nature or in the 

form of an association or club….” 

 That GTO fall into the category of “any other concern of a continuing nature or in the 

form of an association or club” and carrying on activities of a continuous or regular nature 

in Zimbabwe in the course or furtherance of which services were supplied to its members 

“not for profit”.   
 That  the levies paid by members for the services constituted consideration and 

is connected to the supply of goods or services i.e. “any payment made or to be 

made, ………., whether in money or otherwise, or any act or forbearance, whether or not 

voluntary, in respect of, in response to, or for the inducement of, the supply of any goods 

or services, whether by that person or by any other person, but does not include any 

payment made by any person as an unconditional gift to any association not for gain:”  

 That the general levies were either paid by or became payable from the members 

“in respect of” or “in response to” or “for the inducement of the supply of 

services” emanating from GTO. 

 That however, by operation of law, the activities that GTO carried out in relation 

to exempt supplies did not constitute trade but the supply of refuse, security, 

repairs and maintenance of roads etc were vatable services.   

 That the argument made by GTO that a statutory duty in respect of road repairs 

and maintenance did not attract VAT was misconceived and instead it supplied a 

service for the use of the road to the members who paid for the repairs and 

maintenance as result of its use.  

 That in any event, the presentation of trade and sundry creditors in its books 

demonstrated that GTO was engaged in trade during the disputed period.  

 That accordingly all supplies made by GTO, except supply of water to its 

members were made in the course of trade during the disputed years. 

Whether or not 

the value of the 

supply exceed 

taxable 

threshold 

 That adding GTO’s income over activities and total costs of security services and 

road repairs and maintenance services etc, the total consideration paid to it for 

the services rendered to its members exceed the minimum registration threshold. 

 That  GTO was properly compulsorily registered for VAT by the ZIMRA 

Whether or not 

GTO was liable 

to pay VAT in 

the amounts 

assessed by the 

ZIMRA 

 That where the consideration for the supply of goods or services is raised from 

members as an inducement for the supply of other goods or services to those 

members, such supply would constitute trade, as defined in the VAT Act 

 That while ZIMRA utilised the correct formula, it applied the wrong invoiced 

value of water to arrive at the values of taxable supplies 

 That GTO established on a balance of probabilities that the general levy 

incorporated a portion of the value of the supply of water and that such value 

together with the specified invoiced value of water and interest must be deducted 

from the total income earned to compute the taxable supplies 

 That this adjustment results in lower values of supply for purposes of VAT. 

    

Decision Impact 

 

Any activity carried out by a taxpayer continuously and for a consideration or payment potentially attracts 

VAT. Taxpayers need to closely examine any activities that they carry out to establish their tax status and 

account for tax appropriately. Failure to comply results in unnecessary costs through penalties and interest. 

It is only in respect of exempt supplies that persons may not be required to account for VAT as they fall 

outside the definition of trade as provided in the VAT Act. It is important to always seek professional 

advice from your consultants / advisors so as to avoid the inconveniences of fighting compulsory 

registration and associated penalties 

3.2 Fiscal Appeal 

Nothing to report.  



 

 

4. Interpretations & Announcements 
 

4.1 Tax Matrix Analysis of Existing and New Legislation 
 

4.1.1 Whose tax burden is 2% money transfer tax?  
 

Background 

 

IMTT is a tax on the transfer of money mediated by a financial institutions from 1 person to 2 or more 

persons or from one person to another introduced in 2003 and revised in 2018. Issues surrounding its burden 

are however not entirely clear as the bank is left with a very wide discretion on whom to recover the tax 

from. In addition to the forgoing, the provisions on recovery are left open ended. The financial institution 

may recover the IMTT at any time making it impossible for a taxpayer to plan.  

 

Law and interpretation 

 

Paragraph 2 of the 30th Schedule to the Income Tax Act provides that IMTT shall be paid by the bank or 

mobile money operator that mediates the transfer of money between one person to another; one person to 

two other persons and between two persons and one person. Reading the provisions of the 30th Schedule 

holistically, it appears that the bank’s or mobile money operator’s task is to simply withhold the amount of 

tax and remit the tax. The tax is actually the transferor’s or transferee’s tax. However, the discretion that the 

law gives to these institutions in paragraph 5 of the 30th Schedule on how to administer the tax is so wide 

that it creates problems with regards to whom this tax is supposed to be charged and the exact tax to be paid. 

It violates an important cannon of taxation, that is, certainty. Paragraph 5 of the 30th Schedule provides that 

the bank or financial institution may recover the tax from either of the persons on whose account the 

transaction was effected, or from both or any of them in such proportions as it may determine. The provision 

creates a gap in that the bank or financial institution is not limited on when it can recover the amount. The 

provision places emphasis on when the tax must be paid by the financial institution but silent on when it 

must be recovered.  These gaps must be addressed so that businesses are able to plan in anticipation of a tax 

that is certain, not a tax that may be higher in some instances and lower in other instances through recoveries 

made by the bank in a manner it finds fit to do so. Most account holders are not aware of the bank charges 

that the financial institutions charge. This lack of transparency on how financial institutions administer the 

IMTT opens the flood gates to abuse of the taxpayer.  

 

Decision Impact 

 

Whilst it is convenient for the fiscus to receive taxes, it is equally important that the administration of the 

tax be done in a fair and certain way. We recommend that the tax must be withheld on the account of the 

transferor and not on the recipient of the amount. The bank must be properly guided as a withholding tax 

agent of this tax to properly configure its systems to identify transactions that are exempt from IMTT to 

avoid levying the tax when it’s not due. The power to recover provisions must be done away with and instead, 

the provisions must be clear that the person transferring an amount through the bank is the one to be charged 

the tax in full. The provisions of the law must be definitive and taxpayers must not be second guessing how 

much tax they have been charged.  

 

4.1.2 Employment return (ITF 16) for 2019  
 

 

Background 

 

Finance Act (No.2)  of 2019 enacted new employment tax tables for the period 1 August 2019 to 31 

December 2019, replacing the ones created by Finance Act no 1 of 2019 and meant for the full year 1 January 



 

to 31 December 2019. The consequence as that there are no documented tax rates for the full year. 

 

Law and Interpretation 

 

Employers are required in respect of each year of assessment to furnish the Commissioner with an ITF 16 

within 30 days of end of the year of assessment. The ITF 16 is a summary of all employees’ remuneration, 

deductions, credits, and taxes paid or applied during the tax year or part of it. The ZIMRA in its internal 

circular has provided there are two periods for purposes of ITF16 namely 1 January to 31 July 2019 and 1 

August to 31 December 2019 and that these periods should be assessed separately. It further noted that two 

ITF 16 returns in accordance with the said period will have to be filed by employers in respect of the year 

2019. Meanwhile, ITF16 is due 30th of January and failure to file an ITF 16 return within 181 days of due 

date attracts a civil penalty of ZWL30 per day and beyond 181 days the employer is liable for prosecution. 

The ZIMRA internal circular further provided that, employers should complete P2 in Zimbabwe dollar and 

convert the calculated tax in foreign currency using the interbank on the day of running the payroll.   

 

Decision Impact 

 

The interpretation by the ZIMRA of two tax periods may disadvantage certain employees who were Final 

Deduction System (FDS). Under this system PAYE is computed on a progressive basis during the year, with 

overs and under deductions corrected in the following month. The PAYE for the final month should be a 

residual amount, being the difference between PAYE due for year less amount paid to date. The systems 

were set make adjustments at year end.   

 

4.1.3 Capital gains tax on disposals prior to 24th of June 2019 
 

Background 

 

The Finance Act no 2 of 2019 has addressed the potential capital gains tax distortions arising from the 

conversion of United States balances into RTGS$ on a one-to one basis through SI33. It also provided that 

capital gains tax is payable in foreign currency in respect of foreign currency transactions.     

 

Law and Interpretation 

 

Paying capital gains tax in foreign currency  

The Finance Act has reinforced the payment of taxes in foreign currency notwithstanding the agenda to 

promote the Zimbabwe dollar as the sole legal tender in domestic transactions as articulated in SI142 is 

retained. Therefore when a specified asset is sold in foreign currency, capital gains tax is required to be paid 

in foreign currency. The Act provides as follows “… it shall not be deemed for the purpose of the Capital Gains 

Tax Act [Chapter 23:01] that all transactions involving the sale or other disposal of a specified asset are in Zimbabwean 

currency, rather—….where any such transaction results in a capital gain being received by or accruing to or in favour 

of a person in whole or in part in a foreign currency, capital gains tax at the rate specified… shall be paid in foreign 

currency on the capital gain or on such portion of it that is equivalent to the portion of the total transaction denominated 

in foreign currency”. Existing s37 of the Finance Act also provides that “where only part of the capital gains are 

received by or accrued to or in favour of a person in a foreign currency, the amounts of any tax due on both parts of 

such capital gains in terms of s38 and 39 shall be calculated separately and paid in the appropriate currency relative to 

each part”. The separate computation as envisaged by s37 can result in capital gains tax in one currency and 

a loss in the other currency, or when the overall position could have been a loss.   

The new rates of capital gains tax  

In order to addressed the distortionary effect brought about by SI33 of 2019 which provides for United States 

dollar values as at 22nd of February 2019 to RTGS$ on 1:1 basis the Finance Act has provided for a capital 

gains tax of 5% on proceeds in respect of immovable property sold prior to 24th of June 2019.  For disposals 

or sales after 24th of June 2019, capital gains tax rate remains at 20% of the capital gain.    

The rates of capital gains withholding tax  

The rate of capital gains withholding tax on sale of immovable property prior to 24th of June 2019 is revised 

to 5% from the current 15%. The rate of 15% is retained for disposals or sales after 24th June 2019. This 



 

capital gains withholding tax is not a final tax, it is subject to assessment of actual capital gain. The rate of 

withholding tax on listed marketable securities is retained at 1%, whilst that on unlisted marketable securities 

appears omitted.   

 

Decision Impact 

 

The clean-up exercise was necessary, but the impact of SI33 cannot in all cases be eradicated. For example 

a person who bought a house in 2017 for US$100,000, (i.e. ZWL100,000 because of SI33) and the property 

is sold to a buyer who is willing to pay ZWL450,000 (i.e. US$90,000 equivalent), capital gains tax will arise 

under the current tax regime when in real terms there is a capital loss.   

 

4.1.4 Employees earning in foreign currency heavily taxed 
 

Background 

 

Embassies, NGOS, expatriates etc who have been fighting for separate tax tables successfully won this battle 

but would be heavily taxed following announcement of rates which are steeper compared to those for 2018 

year of assessment. The tax free threshold is established at US$70 per month.  

 

Law and Interpretation 

 

With effect from 1 August 2019 the tax free threshold is fixed at US$70 per month (US$350:2018), above 

which income will be taxed at 20% for the first band. Incomes above US$3,000 per month (US$20,000:2018) 

is taxed at the top tax rate of 45%.  The tax free threshold per month in Zambia is US$253, South Africa 

US$440 and Botswana US$545. The table below compares their tax burden in 2019 to 2018:  

 
Monthly income  Year 

US$ 2019 (US$) 2018(US$) 

300 46 - 

1,500 371 240 

3,000 871 615 

5,000 1,671 1,215 

10,000 3,671 2,965 

15,000 5,671 4,965 

20,000 7,671 7,215 

30,000 11,671 12,215 

 

The Reserve Bank of Zimbabwe issued an Exchange Control Circular allowing International Organisations, 

Non-Governmental Organisations (NGOs) and Embassies to pay their staff salaries in foreign currency.  

 

Decision Impact 

 

The increase in tax has a negative impact on developmental and humanitarian programmes as more funds 

will be required to be chanelled towards taxes. Further high taxes may cause skills flight.  

4.2 Announcements 
 
4.2.1 ZIMRA surpasses First Half 2019 revenue target 

 
Background 

 

Revenue performance for the first half of 2019 exceeded the set target in both gross and net positions. Gross 

collections amounted to $5.27 billion against the targeted $4.30 billion, resulting in a positive variance of 

22.75%. Net collections were $5.06 billion against target of $4.30 billion. Compared to the same period in 



 

2018, gross collections grew by 118.71% and net collections recorded a growth of 118.92%. 

 

Law and Interpretation 

 

The Zimbabwe Revenue Authority said the positive performance is attributed to the significant contributions 

from Excise Duty, Intermediated Money Transfer Tax (IMTT), and Individuals Tax, Value Added Tax and 

Company Tax. This has been bolstered by the Authority’s revenue enhancement initiatives and strategies 

aimed at promoting compliance. One project pursued focused on PAYE in foreign currency and has had 

significant impact especially during the month of May when the project started. VAT on Imports and 

Customs Duty responded positively to the floated exchange rate and plugging of revenue leakages during 

the first half of 2019. Shortages of some goods on the domestic market has resulted in growth in customs 

duty and VAT on imports. Excise Duty performance can be attributed to increased rates of excise duty on 

fuel effected through SI 9 of 2019.   

 

In our view however, the strong performance is driven by inflation which has been on the upward trend since 

the disbanding of the parity rate of 1:1 between the United States Dollar and the bond note. The business 

community has responded by adjusting prices in line with the new exchange rate.  While the revenues shot 

up instantly, the cost of sales (deductions) that had already been incurred remained unchanged. Hence this 

had a positive impact on both VAT and corporate tax. Some employers, particularly in the private sector 

have responded by adjusting the wage bill upward in order to cushion workers against the sudden rise in the 

cost of living emanating from high prices. This has had positive impact on PAY As You Earn.  

 

Meanwhile, the authority said it is expecting to surpass the Third Quarter revenue target through 

implementing the various revenue enhancing measures including embarking on the following projects: (1). 

Verification of VAT input Tax for traders in forex and VAT Withholding tax and (2) Projects focusing on 

auditing: (a) Motor Dealers and (b) Cement Traders. 

 

Decision Impact 

 

The revenue targets set by government for ZIMRA which remained unchanged to 30 June 2019 had already 

been overtaken by events due to the currency reforms announced in February 2019 which has had effect of 

increasing the price of goods and services within the country. Meanwhile taxpayers in the targeted sectors 

should brace up for ZIMRA audit and should consider instituting own tax health checks and do voluntary 

disclosure in order to mitigate against penalties in case of any omitted taxes.  

 

4.2.2 ZIMRA recovers $77m under whistleblower facility 

 
Background 

 

The Newsday (online) of August 27, 2019 carried a story to the effect that ZIMRA has recovered about $77 

million under the whistleblower facility since 2009 to June 2019. 

 

Law and Interpretation 

 

In a bid to recover lost revenue through various ways, government came up with the whistleblower facility, 

administered under s34B of the Revenue Authority Act (Chapter 23:11). It empowers the Commissioner-

General with the approval of the Minister of Finance to award a monetary reward for information provided 

or any measure taken which results in detection of smuggling or any other offence against any of the Revenue 

Acts, and the recovery of revenue which would otherwise have been lost. Those who provide ZIMRA with 

credible information on corrupt or unco-operative companies or individuals that leads to the successful 

recovery of unpaid taxes are entitled to 10% of the recovered tax. The facility has resulted in ZIMRA in 

recovering US$77 million taxes since 2009. (https://www.newsday.co.zw/2019/08/zimra-recovers-77m-

under-whistleblower-facility/ ) 
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Decision Impact 

 

Whilst some cases may be genuine, whistleblowing destroys the integrity of the tax system because in most 

cases the informers are revenge seekers bending on punishing their former employers and sometimes using 

incredible details or details obtained through collaboration with the ZIMRA officials.  

 

4.2.3 Government is losing US$2 million annually to tobacco smugglers 

 
Background 

 

The Newzimbabwe (online) published a story to the effect that ZIMRA is losing around US$2 million 

annually due to leakages in the country’s taxation system as contented by a leading cigarette manufacturer, 

BAT. BAT said the long-term effects are that law abiding companies are exposed to unfair competition by 

smugglers. Its acting managing director, Mr Nyabadza said this at the company’s analysts briefing on 

Monday, 26 August 2019. He also said that the new taxation method is exposing government to high losses 

while pushing companies to the edge (https://www.newzimbabwe.com/cigarettes-manufacture-zimra-is-

losing-us2-million-annually-due-to-tax-leakages/) 

 

Law and Interpretation 

 

The paper revealed that products are being sold without paying the appropriate duties .The recently enacted 

Ad Valorem tax policy bases calculations on prices declared by the manufacturer. This represent a shift from 

a clearer and efficient Specific Tax System where duty is paid based on the number of cigarettes, previously 

pegged at $25 per one thousand cigarettes. The under-declaration was unearthed after noticing that a lot of 

these products are being sold in the informal market, at prices pegged far below the sector’s minimum tax 

bands. It was also pointed out that most countries in the region have since abandoned Specific Tax System 

because it gives unscrupulous manufacturers room to under declare taxes and give illicit products a chance 

to enter the markets. 

 

Decision Impact 

 

Tobacco products are some of the high tax risk goods because they are easily portable. Meanwhile, an ad 

valorem duty regime (percentage) is subject to manipulation by some operators. The specific rate tax system 

may also be a challenge especially in this inflationary environment where the set duties may be reviewed 

regularly to move in line with inflation developments.  

 

4.2.4 Post Clearance Audits for clothing manufacturers 

 
Background 

 

The Herald (online) has reported that the Government has moved to plug loopholes in the utilisation of the 

Clothing Manufacturers’ Rebate (CMR) after some players in the garment making sector were found to have 

abused the facility over the past six years resulting in the State losing millions of dollars in potential tax 

revenue. The Minister of Finance is quoted saying that although the facility had assisted manufacturers to 

reduce production costs making local apparel competitive on the export market, some beneficiaries of the 

scheme were undermining tax revenue and distorting both national and regional value chains and linkages 

through various malpractices (https://www.herald.co.zw/govt-plugs-clothing-manufacturers-rebate-

loopholes/) 

 

Law and Interpretation 

 

The malpractices levelled against the beneficiaries of the rebate include; disposal of fabrics intended for 

value addition on the domestic market and transfer pricing; under-invoicing and incorrect declarations to 

evade local taxes while taking advantage of preferential trade agreements to realise huge profits in regional 
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markets. In light of the seriousness of the allegations, the Minister has tasked the ZIMRA to undertake a 

comprehensive Post Clearance Audit on utilisation of the rebate facility by beneficiaries and to advise the 

government on the appropriate measures to address the malpractices. Materials eligible for the rebate are 

from man-made yarn and include denim, cotton sewing thread, woven fabrics of polyester staple fibres, 

chenille fabrics, tulles and other net fabrics. The fabrics are kept in bonded warehouses and withdrawn from 

there under the supervision of ZIMRA. It is alleged that some companies were misrepresenting to ZIMRA 

the amount of materials needed to make apparel, the paper added. 

 

Decision Impact 

 

This allegation implies a pending massive audit of the sector by ZIMRA and such audit may not be limited 

to the alleged malpractice. Tax health checks and voluntary disclosure may help mitigate the impact of the 

ZIMRA audits which could result in hefty penalties that are normally imposed for omitted taxes. 

 

4.2.5 All importers of commercial goods to be registered with ZIMRA  
 

Background 

 

The Commissioner General has issued a public notice (No. 31 of 2019) advising that all individuals 

importing commercial goods into Zimbabwe to apply for a Business Partner (BP) number, without which 

one will not be allowed to import goods into the country. The measure takes effect from 9 September 2019. 

 

Law and Interpretation 

 

In terms of the new rules, no individual importing commercial goods (goods for resale) of a value exceeding 

RTG$8,000 is allowed to clear them unless the person has a Business Partner Number (BPN) and a valid 

Tax Clearance Certificate. A BPN is obtained upon the registration of a person with ZIMRA for tax purposes. 

An application for registration is done through ZIMRA E-Services Platform on the website 

http://efiling.zimra.co.zw. The requirements for registration include stamped current bank statement, 

certified copy of identity card and proof of residence in the form of a utility bill, supported with an affidavit 

if not in your name  

 

Decision Impact 

 

The move will go a long way in fighting tax evasion as it is likely to bring informal sectors within the tax 

net and may also discourage imports by individuals for resale purposes. 
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Appendix 1:  Prescribed deduction and exemptions 

 

Income Tax Deductions 

 
No  Expenditure item Old (RTGS$) New (ZWL) 

1.  Arrear Pension contribution by individuals 1,800 14,400 

2.  Voluntary pension, annuity etc paid to a former employee  500 4,000 

3.  Voluntary pension, annuity etc paid  to a former partner 200 1,600 

4.  Voluntary pension, annuity etc paid to a dependent(s) of a former 

employee or partner  200 1,600 

5.  Donations to a State, local authority, or religious organisation hospital 100,000 800,000 

6.  Donation to approved research institution 100,000 800,000 

7.  Donation to a government school, local authority or religious 

organisation 100,000 800,000 

8.  Donation to a Public Private Partnership Fund 50,000 400,000 

9.  Donation to am Approved Destitute, Homeless Person Rehabilitation 

Fund 50,000 400,000 

10.  Trade mission  2,500 20,000 

11.  Trade convention  2,500 20,000 

12.  Co-operative Agriculture Company or Co-operative Society Rebate 500 4,000 

13.  Donation for infrastructure development at the request of a local 

authority 50,000 400,000 

14.  Maximum lease expenses over period of leasing same passenger motor 

vehicle 10,000 80,000 

15.  Employer Pension contribution per employee  5,400 43,200 

16.  Employer benefit fund contribution per employee  1,500 12,000 

 

Prescribed Values for capital allowances 

 
No Item Old (RTGS$) New (ZWL) 

 Farmers   
1)  Staff housing of staff employed at a school 10,000 80,000 

2)  Staff housing of staff employed at a hospital, nursing home or clinic 10,000 80,000 

3)  Any building used as a school 10,000 80,000 

4)  Any building used as a hospital, nursing home or clinic 10,000 80,000 

5)  Fixed Standard Value – Stud Livestock* 150 1,200 

 General Miners   
6)  A building used mainly as a dwelling by 1 or more shareholders* 10,000 80,000 

7)  Passenger Motor vehicle 10,000 80,000 

8)  Any building used as a hospital, nursing home or clinic 50,000 400,000 

9)  Any building used as a school 50,000 400,000 

10)  Any building used as staff housing of staff employed at a hospital, 

nursing home or clinic 50,000 400,000 

11)  Replacement relief on renewal or replacement of buildings, works or 

equipment 10,000 80,000 

12)  Replacement relief on building used as a dwelling) 1,500 12,000 

 Holders of Special Mining Lease    
13)  Residential Unit used by employees and their families 25,000 400,000 

14)  Passenger Motor vehicle 10,000 80,000 

15)  Any building used as a hospital, nursing home or clinic* 150,000 1 200,000 

16)  Any building used as a school* 150,000 1 200,000 

17)  Any residential unit used by staff employed at the school, hospital, 

nursing home etc 10,000 80,000 



 

 

 

Other prescribed amounts 

 

    

18)  Criteria for Qualification for an Informal Trader (Gross Income) 26th 

Schedule, para 1 

6,000 48,000 

19)  Threshold for Withholding of amounts payable under contracts (10%) 1,000 8,000 

20)  Fixed Standard Value – Stud Livestock* 150 1,200 

 

 

Dividend refunds to individual shareholders 

 
Shareholder at least 55 years  old 

Aggregate dividend & interest (RTGS$) Old Aggregate dividend & interest (ZWL) New Refund % 

Up to 600 Up to 4,800 100 

601 to 720 4,800 to 5,760 75 

721 to 840 5,761 to 6,720 50 

841 to 960 6,721 to 7,680 25 

 

Resident shareholder below 55 years 

 

Aggregate dividend & interest (RTGS$) Old Aggregate dividend & interest (ZWL) New Refund % 

Up to 480  Up to 3,840 100 

481 to 600 3,841 to 4,800 75 

601 to 720 4,801 to 5,860 50 

721 to 840 5,861 to 6,720 25 

 

 

Appendix II:  Prescribed Amounts – Customs & Excise 

 
 

Fees and Charges 

Old (ZWL) New (ZWL) 

VDP for Duty paying goods exempt (Declaration of value US100) 100 800 

Violation of Goods in transit rules 500 4,000 

Rebate of duty on travellers’ effects 200 1,600 

Rebate of duty on gift consignments 75 600 

Rent for State warehouse (less than 500kg) 2 16 

Rent for State warehouse (500 to 1000kg) 4 32 

Rent for State warehouse (more than 1000kg 6 48 

Rent for State warehouse (motor vehicles) 10 80 

Licensing fee 100 800 

Accounting fee 10 80 

Clearance fee 10 80 

Cancellation fee 10 80 

Remission fee 50 400 

Registration 20 160 

Registration of assemblers 20 160 

Registration of manufacturers 20 160 

Entry of goods for exportation 1,000 8,000 

Entry of goods for importation 1,000 8,000 

 

 



 

Rates for change of ownership for second hand vehicle 

 

Number of Years  Engine Capacity Excise Duty Rate (RTGS$) 

Old 

Excise Duty Rate 

(ZWL) New 

0-4 Up to 1000 cc 300 2,400 

 1001cc to 1500 cc 400 3,200 

 1501cc to 2000 cc 500 4,000 

 2001cc to 2500 cc 600 4,800 

 2501cc to 3000 cc 600 4,800 

 3001cc to 3500cc 600 4,800 

 Above 3500 cc 600 4,800 

    

5-10 Up to 1000 cc 150 1,200 

 1001cc to 1500 cc 200 1,600 

 1501cc to 2000 cc 250 2000 

 2001cc to 2500 cc 300 2,400 

 2501cc to 3000 cc 400 3,200 

 3001cc to 3500cc 400 3,200 

 Above 3500 cc 400 3,200 

    

11-15 Up to 1000 cc 75 600 

 1001cc to 1500 cc 100 800 

 1501cc to 2000 cc 150 1,200 

 2001cc to 2500 cc 200 1,600 

 2501cc to 3000 cc 200 1,600 

 3001cc to 3500cc 200 1,600 

 Above 3500 cc 200 1,600 

    

16 - 20 Up to 1000 cc 50 400 

 1001cc to 1500 cc 75 600 

 1501cc to 2000 cc 100 800 

 2001cc to 2500 cc 150 1,200 

 2501cc to 3000 cc 150 1,200 

 3001cc to 3500cc 150 1,200 

 Above 3500 cc 150 1,200 

    

Over 20 years All Engine Capacity 50 400 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Disclaimer Clauses 

 

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

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

in the compilation of the information and opinions contained in this publication, no liability is accepted for 

the consequences of any inaccuracies contained in this guide. The information does not constitute a legal 

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

tax opinion in this or any jurisdiction.  The analysis contained in this MTU is based on the current legal 

framework which is subject to change and Tax Matrix (Pvt) Ltd or its employees assume no obligation to 

update or otherwise revise the materials contained in this or any of its MTUs. In making their 

considerations, recipients or people with access to the MTU are advised to make their own independent 

assessments, and, in this regard, to consult Tax Matrix or their own professional advisors before taking any 

action. The information and opinions contained in this MTU is valid as at the date of uploading on the 

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

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

purpose”) and for no other purpose.  The company disclaims any responsibility for the use of the 

information contained herein for a different purpose or context. The information contained and opinions 

contained herein must not be copied, published, reproduced or distributed in whole or in part to others at 

any time by the recipients. Tax Matrix (Pvt) Ltd retains all intellectual copyright information contained 

and opinions contained in this MTU. Recipients should seek the written permission of the company before 

distributing copies of information and opinions contained in the MTU to third parties. 
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