
FEBRUARY 2020

info@matrixtaxschool.co.zw
www.matrixtaxschool.co.zw

No. 46 Van Praagh Ave, Milton Park, 
Harare, Zimbabwe 

+263 242 252 816/50

“Practical Tax Solutions”

MONTHLY  
TAX UPDATE

Contact Details



 

Contents 
Introduction ................................................................................................................................................... 2 

Executive summary ......................................................................................................................................... 2 

Legislation ...................................................................................................................................................... 3 

More customs dry ports appointed .................................................................................................................. 3 

Import licence for grain, maize and wheat flour no longer required............................................................... 3 

Emergency passport fees now payable in USD .............................................................................................. 4 

Duty suspension on Semi- Knocked Down single and double cab motor vehicle kits ................................... 4 

Change in Insurance fees ................................................................................................................................ 5 

Court Cases and Appeals ............................................................................................................................. 6 

Sale of buildings by VAT registered operator a sale in furtherance of trade .................................................. 6 

Technical Analysis ........................................................................................................................................ 9 

The dilemma of mixing VAT rates ................................................................................................................. 9 

Claims of VAT on imported services by registered operators ...................................................................... 10 

VAT new thresholds what happens to operators falling outside new thresholds .......................................... 11 

Sale of motor vehicles by employers to employees constraint by the tax burden ........................................ 12 

Announcements ........................................................................................................................................... 14 

Our Calendar of Events .............................................................................................................................. 15 

Our Products ................................................................................................................................................. 16 

Disclaimer Clauses ........................................................................................................................................ 17 

 

 

 

 

 

 

 

file:///C:/Users/mtape/Documents/2020%20MTUs/February%202020%20MTU%20-%20Final.docx%23_Toc34647164
file:///C:/Users/mtape/Documents/2020%20MTUs/February%202020%20MTU%20-%20Final.docx%23_Toc34647166
file:///C:/Users/mtape/Documents/2020%20MTUs/February%202020%20MTU%20-%20Final.docx%23_Toc34647172
file:///C:/Users/mtape/Documents/2020%20MTUs/February%202020%20MTU%20-%20Final.docx%23_Toc34647174
file:///C:/Users/mtape/Documents/2020%20MTUs/February%202020%20MTU%20-%20Final.docx%23_Toc34647179
file:///C:/Users/mtape/Documents/2020%20MTUs/February%202020%20MTU%20-%20Final.docx%23_Toc34647180


 

 

 

Executive summary 

 

We are honoured to present our February 2020 Monthly Tax Update (MTU) which is designed to keep 

businesses and individuals informed of the latest tax issues and also 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 arena. 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. 

 

More customs dry ports appointed: The government has added customs dry ports which are appointed 

inland facilities whereby commercial cargo may be consigned to pending final clearance.  

Import licence for grain, maize and wheat flour no longer required: Maize, wheat and grain has been 

excluded from requiring an import licence.  

Emergency passport fees payable in USD: Emergency passports can now be paid in foreign currency. The 

payment of the emergency passport in foreign currency is availed to those with free funds.  

Duty suspension on Semi- Knocked single and double cab motor vehicles: SI 45 of 2020 suspends customs 

duty on Semi-Knocked Down (SKD) single and double cab motor vehicle kits for a period of three years 

starting from 1 December 2019.  

Sale of buildings by VAT registered operator a sale in furtherance of trade: The decision puts to an end the 

contentious and long outstanding issue of VAT status of buildings or fixed property sold by registered 

operators. Albeit it is has not come in favour of taxpayers in that the disposals or sales are subject to VAT 

and not stamp duty. An operator who sold his/her building or fixed property after 2004 when VAT was 

introduced may therefore be exposed to VAT risk if he/she did not pay the VAT on the disposal or sale.  

The dilemma of mixing VAT rates:  The reduction of VAT rate from 15% to 14.5% may trigger application 

of wrong by some suppliers. When that happens, the mistake should be resolved through tax compliant 

credit or debit note.   

Claims of VAT on imported services by registered operators: Registered operators given the right to claim 

VAT on imported services if such services are used, consumed, supplied etc in the production of taxable 

supplies. The claim is subject to paying the VAT first  

VAT new thresholds what happens to operators falling outside new thresholds: The hiking of the VAT 

registration threshold from ZWL$60,000 to ZWL$1,000,000 does not change the VAT registration status 

of existing registered operators even if they no longer fall below the new threshold.  

Sale of motor vehicles by employers to employees constraint by the tax burden   

The disposal of the motor vehicle to the employee, will result in the benefit being out of reach for many 

because of the stagnant employees; tax tables. The tax tables must be adjusted regularly in line with 

inflation. When tax rates are not changed regularly everybody is involuntarily pushed into higher tax 

brackets especially where they receive earnings or amounts which are market linked. 
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More customs dry ports appointed  
 

Background   

 

The government has, through S.I 55 of 2020, added customs dry ports which are defined as 

appointed inland facilities whereby commercial cargo may be consigned to pending final 

clearance. S.I 55 amends SI 14 of 2002.  
 

Law and interpretation  

 

SI 55 appoints specific places within the country for the collection  of  revenue,  the  report  and  

clearance  of goods imported or exported and  the  general  administration  of  the provisions of 

the Customs and Excise Act. The Commissioner may establish bonded warehouses for the housing 

of goods that have not been cleared as customs dry ports. Bonded goods and may be stored at or 

sold from authorised warehouses to the general public. When members of the public purchase the 

bonded goods, they are required to pay the duty due and payable on the said goods. Members of 

the public requiring an officer to perform any duties for their convenience will be required to make an 

application requesting such services and these services are offered at a rate of $80 000 per officer, per hour. 

 

Decision impact 
 

SI 55 seeks to encourage foreign direct investment which will resultantly revive industries. The 

appointment of more customs dry ports promote the ease of doing business whilst also expanding the 

platform of collecting more revenue which would be beneficial to the fiscus. The requirement for payment 

of $80 000 by any person requiring services of a public officer does not, however, clarify the scope of 

services to be requested.  

 

Import licence for grain, maize and wheat flour no longer required  
 

Background   

 

The government has, through the Minister of Industry and Commerce, issued SI 60 of 2020 which 

as the effect of deregulating the restriction on importation of maize, grain and wheat flour by  

amending the Control of Goods (Open General Import Licence) Regulations.  

 
Law and interpretation  

 

SI 60 of 2020 adds maize, grain and wheat flour to the Open General Import Licence and this 

means that individuals and corporate can now import these products with their free funds without 

the need for an import licence. For the other products listed under the Open Genera Import 

Licence, an import licence is required. The fee for such licence has been reviewed from the current 

S$70 or its equivalent to ZWL$150.  
 

Decision impact 

 

Removal of the import licence for maize, grain and wheat flour will assist the government to contain food 

shortages which has come about as a result of 2019 -2020 bad rainfall season. The target by the government 

in this instance is the use of diaspora remittances in order to save the country’s foreign currency reserves. 

Legislation 



 

The new licence fee for the other listed products is not a deterrent to acquisition of an import licence and 

consequently for controlling imports. 

 

Emergency passport fees now payable in USD 
 

Background   

 

The President has, through S.I 61 of 2020, amended the Exchange Control Exclusive Use of 

Zimbabwe Dollar for Domestic Transactions Regulations of 2019 by adding payment of 

emergency passports to the list of domestic transactions which are payable in foreign currency.  
 

Law and interpretation  

 

SI 61 expands items to be paid in foreign currency that are contained in SI 212 of 2019. The 

following transactions are listed in SI 212 as domestic transactions that can be done in foreign 

currency: carbon tax payments for foreign registered vehicles, third party insurance payments for 

foreign registered vehicles, road access fees for foreign registered vehicles, electronic sealing fees 

and fines charged by or to transborder logistics enterprises or transborder electronic tracking or 

tagging enterprises, payments to local insurance companies for bond guarantees or bonds for 

designated goods, the payment by foreigners in transit of deposits in terms of any law, payments 

of duty at ports of entry by individual travellers, transactions conducted through authorised dealers 

for which payments are permitted to be made in any foreign currency, transactions in respect of 

which any other law expressly mandates or allows for payment to be made in any or a specific 

foreign currency. The payment of the emergency passport in foreign currency is availed to those 

with free funds. Meanwhile an ordinary passport costs $150 while the emergency passport costs 

$600. The foreign currency price for an emergency passport is yet to be announced.  

  
Decision impact 

 

Government is trying to direct all free funds in the informal systems into its coffers and it is also 

sending a wrong signal about its agenda to domesticate the economy through the use of the ZWL$. 

This also follows from the recent announcement allowing fuel to be bought using free funds and 

these are signs that the economy will once again dollarize.  

Duty suspension on Semi- Knocked Down single and double cab motor vehicle kits 
 

Background  

 

SI 45 of 2020 suspends customs duty on Semi-Knocked Down (SKD) single and double cab motor vehicle 

kits for a period of three years starting from 1 December 2019.  

 

Law and interpretation 

 

These kits must have been imported by approved assemblers.  An “assembler” is defined as any person 

who is registered as an assembler of single and double cab motor vehicles. SKD single and double cab 

motor vehicle kits refers to assembly kits for motor vehicles described under tariff code 8704.21.20, 

8704.21.30, 8704.21.40, 8704.31.20, 8704.31.30 and 87 04.31.40 being imported by an approved 

assembler entirely for completion of the process of assembling single and double cab motor vehicles.  In 

terms of SI 45, duty shall be granted on SKD single and double cab motor vehicle kits imported or taken 

out of bond by an assembler for use in the assembly of single and double cab motor vehicles. It further 

provides that a 10% duty, will be payable on built-up single and double cab motor vehicle kits.  In order to 

claim suspension duty, one is required to apply as an assembler to the relevant officer and such application 

has to be made before the importation or removal from bond of any SKD single and double cab kits intended 



 

for single and double cab motor vehicle assembly. The application for duty suspension may be rejected if 

the Commissioner is of the opinion that the SKD single and double cab motor vehicle kits will not be 

properly maintained.  Furthermore, an assembler may not be granted suspension duty if he or she is not tax 

compliant as provided in terms of section 34C of the Revenue Authority Act. In other words, suspension 

duty as provided for in SI 45 is only granted to assemblers that are tax compliant and are in possession of 

valid tax clearance certificate.   

 

Decision impact  

 

The SI seeks to ensure that assemblers are tax compliant in order to enjoy the duty suspension of SKD 

single and double cab motor vehicles. The SI also seeks to promote employment within the country.  

 

Change in Insurance fees  
 

Background   

 

The government has, through S.I 59 of 2020, reviewed the minimum capital requirements, annual 

fee, registration fee and license fees for players within the insurance industry.   

 
Law and interpretation  

 

SI 59 of 2020 reviews the various fees for insurance industry by a factor of 15. For instance 

minimum capital for life insurance business has been revised from ZWL$5 million to ZWL$75 

million, short term insurer from ZWL$2.5 million to ZWL$37.5 million, funeral business from 

ZWL$2.5 million to ZWL$62.5 million, whilst a person carrying on both short term insurance 

business and life insurance business (composite insurer) minimum capital was revised from 

ZWL$7.5 million to ZWL$112 million, reinsurers and reassures from ZWL$5 million to ZWL$75 

million etc. The SI also reviews the fees for brokers. The S. I 59 of 2020 amends S.I 95 of 2017 

which had these fees in United States dollar until  the 22nd of February 2019 when it was converted 

through operation of the law by SI33 of 2019 (which is now part of the Reserve Bank Act) from 

the United States Dollar to RTGS$ on a 1:1 basis. For the details of S. I 59 of 2020 and the new 

statutory fees click on the following link:  

SI 2020-059 

Insurance (Amendment) Regulations, 2020 (No. 23).pdf
 

 

Decision impact 

 

The minimum capital requirements are meant to protect policy holders in the event of insolvency or default 

by the insurer. Even after revision, the minimum capital requirements are lower in real terms compared to 

the United States Dollar figures of S. I 95 of 2017. Policy holders are therefore now vulnerable compared 

to period prior to 22nd of February 2019.  Meanwhile, the instrument was gazetted on the 6th of March 2020 

and has an immediate effect thereby not giving enough time for the players to raise the minimum capital 

required. 



 

 

Sale of buildings by VAT registered operator a sale in furtherance of trade   

 

Case name  EJ (PVT) LTD  vs. Zimbabwe Revenue Authority HH 528-19 FA 07/15 

Summary of 

facts 
 EJ (Pvt) Ltd (“the taxpayer”) was incorporated in 1980 to undertake hardware 

retail business, but later diversified into investment property business. 

 In pursuance of its business model it acquired 11 properties, 9 of which were 

leased and two of them for use in its transport business 

 It sold 3 of its properties, one on credit terms and the other two were sold for cash  

 All the disposals were sold under a template sale agreement which was subject to 

the existing lease agreement despite the buyer of the third property arguing that it 

was not buying the business operating on the property, but only the immovable 

property for purposes of carrying on its hardware business. 

 All the disposals were treated by the ZIMRA as capital gains tax and not income 

tax sales, and capital gains tax clearance certificates were issued against each sale.  

 ZIMRA conducted a tax audit on taxpayer and issued VAT assessments which 

included a penalty of 100% and interest on each of the three disposals. 

 The taxpayer objected to the assessment arguing that it was not liable for VAT 

because the disposals were not made in the course of trade carried on by it.  

 The ZIMRA denied the objection which the taxpayer appeal against hence the 

current court case.  

Jurisdiction   Fiscal Appeal Court,  Harare 

Date  7 November 2016 and 31 July 2019 

Issues for 

determination 
 Whether EJ was liable for VAT on the sale of its 3 immovable properties. 

 Whether EJ sales were done in the course or furtherance of its trade 

 Whether the dispositions of the properties were zero rated. 

 Whether the payment of CGT has any bearing on the taxpayer’s VAT liability. 

 Whether EJ is liable for penalty and interest for its non-payment of VAT on the 

sale of its properties. 

Decision    That appeal against the principal VAT assessments and interest imposed thereon 

in respect of each of the three immovable properties was dismissed 

 That the ZIMRA assessments in respect of the disposition are hereby set aside 

 That the ZIMRA is to issue amended VAT assessments in respect of each of the 

three immovable properties discharging the penalties in full. 

 Each party shall bear its own costs. 

 

The Facts  

 

EJ (Pvt) Ltd (“the taxpayer”) was incorporated in 1980 for purposes of undertaking hardware retail 

business. It later diversified into investment property business whereupon it bought 11 immovable 

properties out of which 3 are the subject of the current court case. .Nine of these properties were leased to 

various tenants and the remaining two retained for new in its transport business but later leased out these 

two properties. It sold the first of its two properties in Masvingo to the sitting tenant HB (Pvt) Ltd as part 

of sale of going concern price and the lease novated to a new tenant CI (Pvt) Ltd a subsidiary of HB (Pvt) 

Ltd. The second property also in Masvingo was sold for cash to a faith organisation in terms of a sale 

agreement which was subject to the existing lease agreement. A capital gains tax clearance certificate was 

issued against this property.  The third property which was in Zvishavane property sold to CENI (Pvt) Ltd 

for cash to the existing tenants in terms of sale agreement which subject to the existing lease agreement 

with MB (Pvt) Ltd, a subsequent tenant to HB (Pvt) Ltd. In respect of this sale, the taxpayer was issued a 

capital gains tax certificate marked reason for disposal as “economic” in contradiction to the one in the 

CGT return issued subsequently which stated the reason for disposal as “not required”. CENI (Pvt) Ltd 

Court Cases and Appeals 



 

disputed buying the business operating on the property, but only the immovable property for purposes of 

carrying on its hardware business which it did upon the expiry of the existing lease. CENI (Pvt) Ltd was 

VAT registered at the time of the sale. The ZIMRA subjected the sale to capital gains tax and not income 

tax and it did not demand VAT on the transactions. ZIMRA conducted a tax audit on taxpayer and issued 

VAT assessments which included a penalty of 100% and interest on each of the three disposals. 

 

Issue  Court reasoning and decision  

 

Whether the 

sales were 

done in the 

course or 

furtherance 

of any trade 

carried on 

by EJ 

 That at the time of the dispositions taxpayer was exclusively engaged in the business 

of property renting. 

 That it was not in the trade of selling immovable property hence disposing of the 

property was certainly not in furtherance of any trade as it constituted the reduction 

of the business. 

 That ZIMRA is correct in charging capital gains tax against the dispositions instead 

of income tax. 

 That as long as the essential elements of s 6 (1) (a) of the VAT Act are met, then 

revenue raising and capital dispositions are subject to VAT. 

 That trade” means— in the case of any registered operator,…… 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 form of a commercial, ……concern or any 

other concern of a continuing nature.. 

 That the definition of trade is further supplemented by provision above, which deems 

anything done in connection with the commencement or termination of any trade or 

activity to encompass the course of or furtherance of that trade. 

 That the dispositions did not terminate EJ’s property renting trade as correctly 

contended by Mr Tivadar, they were connected to the termination of the very activity 

of renting out those particular properties that were sold. 

 That the sale of the properties fell into the ambit of trade  

 That fixed property falls into the definition of goods found in s 2 of the VAT Act 

 That if the averments of EJ (PVT) that the three dispositions were made as going 

concerns were correct, then the provisions of s 7 (6) would be fully met. 

 That at the time of the dispositions the properties in question were being used by EJ 

to earn rentals, which again constituted taxable supplies. 

 That therefore the three dispositions were deemed to be supplies made in the course 

or furtherance of the company’s property renting trade. 

 That the onus is on EJ to show that the dispositions were not done in the course of 

or in furtherance of any trade carried on by it. 

Whether the 

dispositions 

of the 

properties 

were zero 

rated. 

 

 

 That EJ’s letter of objection indicated that the dispositions constituted Vatable 

supplies, such supplies would, in terms of s 10 (1) (e), be zero rated. 

 That the dispositions could not have been zero rated since the purchasers of the two 

Masvingo dispositions were not VAT registered at the time of the sales. 

 That EJ did not treat the sales as zero rated in its books of accounts nor produce any 

documentary proof substantiating its entitlement to zero rating in terms of s 10 (3) 

Whether or 

not payment 

of CGT has 

any bearing 

on the 

appellant’s 

 That the payment of CGT does not have any correlation with the EJ’s liability to pay 

VAT. 

 That the Capital Gains Tax Act was mutually exclusive to the VAT Act. 

 That no prejudice would result to EJ (PVT) LTD from the simultaneous application 

of the CGT Act and the VAT Act since CGT is borne by the seller while VAT is 

borne by the recipient of the supply, the purchaser. 



 

liability to 

pay VAT? 

 

 That both VAT and CGT are conterminous fiscal charges in the disposition of 

immovable property provided the disposition of such property is done in the course 

of or in furtherance of any trade carried on by the seller at the time of the disposition 

 

Whether EJ 

is liable for 

interest and 

penalties 

 That interest is imposed in terms of s 39 (2) (a) (ii) of the Act and may be waived in 

terms of s 39 (5)  

 That the waiver of interest was not raised in the objection nor taken by consent of 

ZIMRA. 

 That EJ was co-operative in its engagement with the ZIMRA as it timeously supplied 

all the requested information pertaining to VAT. 

 That the reduction of the penalty from 100% to 50 % in the belated determination of 

13 January 2016 was an admission that EJ did not have any intention to avoid the 

payment of VAT. 

 That r5 documents filed by ZIMRA showed that the investigators were uncertain as 

to whether VAT and CGT could be levied against the same transaction. 

 That ZIMRA was unable to justify the reason for the imposition of penalty in the 

circumstances of this case. 

 That EJ haven’t attributed to any moral activity to evade tax, therefore should be 

granted full waiver of penalties and interest. 

 

Decision Impact 

 

The decision puts to an end the contentious and long outstanding issue of VAT status of buildings or fixed 

property sold by registered operators. Albeit it is has not come in favour of taxpayers in that the disposals 

or sales are subject to VAT and not stamp duty. An operator who sold his/her building or fixed property 

after 2004 when VAT was introduced may therefore be exposed to VAT risk if he/she did not pay the VAT 

on the disposal or sale.  However if the property was used in the production of exempt supplies or not held 

in the context of trade prior to sale, no risk exists. These are VAT exempted and instead subject to stamp 

duty. Capital gains tax is applicable however on disposals of fixed property, unless the property was held 

as tradable good (trading stock) by a registered operator, in which case income tax liability applies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

The dilemma of mixing VAT rates  

 

Background 

 

As indicated in our previous month MTU, a decrease or increase in VAT rate triggers a variation in the 

time of supply rules in order to accommodate pipeline transactions. Such rules supersede the normal time 

of supply rules. According to s73 of the VAT Act, goods will be deemed supplied (provided) when they 

are delivered, in the case of services when they are rendered and for supplies such as rental agreements 

(operating lease) etc when the recipient takes possession/ occupation thereof. Therefore if delivery of goods 

or possession/ occupation of property took place before the date of change in tax rate, the supply will be 

levied to tax based on the rate before change (old VAT rate). Where this has occurred after the rate change, 

the new rate applies, unless the payment or invoice has already been issued against the supply.  We further 

indicated that for some transactions both rates would be applied and that even after 1 January 2020 

registered operators will have to keep both rates in their system to deal with some reversing transactions.  

Examples of transactions where both rates would be applied are services, rental, construction etc contracts 

whose performance began before the rate change and ends after the rate change. The supply will be 

apportioned according to the time of performance with part of the supply subject to the old rate and the 

other part based on the new rate.  Cognisant to the administrative difficulties emanating from the variation 

in the rate, the Zimbabwe Revenue Authority issued Public Notice No 9 of 2020 to provide guidance for 

the filing of returns by operators in Category A. The public notice has directed them to file two returns 

manually to avoid mixing the tax rates. However nothing has been stated of errors in application of wrong 

rates. We guess there is no need because taxpayers are expected to be vigilant and secondly there are rules 

within the VAT Act to handle variation in the value of supply as fully explained below: 

 

Law and interpretation  

 

Despite the announcement by the Minister of  Finance of the rate change as early as the second week of 

November 2019, some suppliers may find themselves caught up in the mix and may apply the old rate on 

transactions on which the 14.5% rate should be applied or may fail to apply the transitional rules correctly. 

The question that begs to be addressed is, what happens when a supplier is caught up in the dilemma of 

mixing VAT rates? The integrity of the VAT system is based on documentation of which the primary 

document is the tax invoice. This is the document that originates transactions. The secondary documents 

are the credit and debit notes and their purpose mainly is to vary transactions made through the tax invoice. 

Accounting journals have no place in the VAT system.  Therefore where the tax charged on the tax invoice 

is different from the actual tax chargeable, an adjustment by way of a debit or credit note is required without 

having to cancel the original tax invoice. These documents are meant to alter the original consideration 

agreed upon for a past taxable supply, after the tax invoice has already been issued. They are used when a 

supply is cancelled, the nature of that supply has been fundamentally varied or altered; the previously 

agreed consideration for that supply has been altered by agreement with the recipient, the goods or services 

or part of the goods or services supplied have been returned to the supplier etc.Therefore to deal with 

incorrect application of the VAT rates, registered operators should make use of credit and debit notes which 

are basically mechanisms for dealing with errors on original invoices. The registered operator should issue 

a credit note to the buyer where it incorrectly charged 15% instead of 14.5%. This has the effect of reducing 

the supplier’s output tax and increase the buyer’s input tax. Where the reverse occurs, the seller should 

issue to the buyer a debit note in order to charge extra VAT required. A debit note to reduce the value of 

the supply can also be issued from the buyer’s end. These documents should be tax compliant. Features of 

compliant credit or debit note includes the name, address and registration number of the registered operator 

and that of the recipient, the date on which the credit/debit note was issued; either the amount by which the 

value of the said supply shown on the tax invoice has been reduced or increased and the amount of the 

excess tax; or either the amount of the excess tax or a statement that the reduction includes an amount of 

Technical Analysis 



 

tax and the rate of the tax included; a brief explanation of the circumstances giving rise to the issuing of 

the credit note; information sufficient to identify the transaction to which the credit/debit note refers.  

However, it is difficult to apply credit or debit note in the case of closed transactions, i.e. over the counter 

transactions or where the buyer is not traceable. The complication is that a credit or debit note cannot be 

issued to a non-existent buyer.  One of the key attributes of the VAT system is that it is not meant to create 

unjust enrichment. By this we mean, a supplier who has collected VAT from customers at higher rate 

cannot keep it to himself/herself. He or she should remit the money to the fiscus as it is. Where on the other 

hand, a registered operator has charged a transaction to tax at a lower rate, this becomes a compliance issue. 

He must apply the correct rate and remit out of his own pocket the extra VAT required, in which case the 

operator should issue a debit note.  

 

Decision impact  

 

Some suppliers who are caught in the mix of applying a wrong rate should seek refuge in the tax compliant 

credit or debit note. Where these cannot be utilised they have to forward the VAT overcharged to the fiscus 

because the VAT system is not meant to create unjust enrichment and if for some reason VAT was under 

charged the correct tax must be paid otherwise there will be a compliant gap which may result in penalties 

and interest.  

 

Claims of VAT on imported services by registered operators 

 

Background 

 

Prior to 2019, only persons who were not VAT registered operators and those consuming or utilising 

imported services to produce exempt supplies would bear the burden of VAT on imported services. This 

changed with effect from 1 January 2019 when the government extended the tax burden to all importers of 

services notwithstanding some may be VAT registered operators. The Finance Act 3 of 2019, has restored 

the position prior to January 2019 by ensuring VAT registered operators do not suffer the burden of VAT 

on imported services. Therefore VAT on services imported by registered operators and utilised, consumed 

or used imported services in the production of non-taxable supplies is reclaimable. At issue is the 

mechanism for reclaiming this VAT by registered operators and this is the subject matter of discussion.  

 

Law and interpretation   

 

The Finance Act no 3 of 2019 amends the definition of input tax to include VAT on imported services 

(VIS). It also amended the section15(2) of the VAT Act which deals with claiming of input tax, to allow 

the claiming of VAT incurred on services imported by registered operator if such services are utilised, 

consumed or used wholly for the purpose of consumption, use or supply in the course of making taxable 

supplies. To the extent the services are acquired by the registered operator partly in the production of 

taxable supplies and some other purpose the only part of VAT on imported services to be claimed is that 

which relates to production of taxable supplies. The basis of apportionment should be fair and reasonable 

and this case it should be based on the invoice value of the imported services.    

 

Section 15 (2) of the VAT Act requires that the registered operator should be in possession of an invoice 

and to have paid the tax to the ZIMRA to qualify for the input tax claim. The payment should be made to 

the ZIMRA within 30 days of time of supply of the imported services. The time of supply is defined by the 

date of the invoice or the date the supplier of the services is paid, whichever comes first. The mechanics 

however are that the operator will declare the VIS on the VAT 7 or 9 return and remit this tax to the ZIMRA 

before he can claim it as deduction. This creates financial implication for the operator due to deferral of 

input tax claim until the VIS is fully paid to the ZIMRA. Registered operators should note further that VIS 

is payable within the 30 days of time of supply whereas input tax can be claimed any time after the VIS 

has been paid to the ZIMRA. There is no limit as to how far in the future it can be claimed because the 

claim is made on the basis of an invoice as opposed to a tax invoice whose life span for purposes of the 



 

claim should not exceed 12 months from the date of the tax invoice. The amendment by the Finance Act 

no 3 of 2019 has therefore reinstated the position of registered operators prior to 1 January 2019 except 

that it comes with some administrative burden and cashflow implications of having to declare and pay VIS 

first to the ZIMRA before a claim can be made. Before 1 January 2019, registered operators did not have 

to declare and pay VIS to the extent the services were utilised or consumed by them in the production of 

taxable supplies.  

 

Decision Impact 

 

The new law creates an administrative and cashflow burden on the part of the registered operators of having 

to pay the VAT first to ZIMRA before they can make the claim. This adds to the cost of doing business for 

the registered operators, let alone the cashflow implication compared to the position that existed prior 1 

January 20219.  Companies need working capital to survive the current economic onslaught. Any leakages 

would worsen the situation for the already struggling companies.  Additionally. Zimbabwe is the only 

country in the world that made registered operator to pay VIS, which was the case in 2019 and even now 

it among the few countries that requires VIS to be paid and then claimed later. These features are unique 

throughout the world and actually place our businesses at less competitive edge compared their counter 

parties. This could impact on our exports. The country needs foreign currency and growth in production 

and anything short of this does not tell a good story of the country. Besides, the claim may prompt 

investigation of taxpayers’ affairs by the ZIMRA from time to time, resulting in management time spent 

on defending tax issues. The Minister should consider restoring position of prior to 1 January 2019 or allow 

concurrent claiming and declaration of VIS on the same return for the sake of easy of doing business and 

promoting business growth.  

 

VAT new thresholds what happens to operators falling outside new thresholds 

 

Background 

 

The danger of legislating monetary threshold in the law is that if thresholds are not regularly reviewed, they 

become burdensome to all and sundry. For example inflation may cause the previously set threshold to be 

attainable easily and therefore imposing administrative burden on the fiscus. To correct this, the 

government may wish to revise the threshold upwards. The reverse may also occur and this may cause the 

government to also review the registration threshold downwards.   Among those reviewed upwards was the 

VAT registration threshold, which was reviewed from ZWL$60,000 to ZWL$1,000,000. The article seeks 

to unpack the implications for existing registered operators with turnover falling below the new threshold.  

 

Law and interpretation 

  

Section 27 of the VAT Act allows for downgrading and upgrading of registered as consequence of change 

in the sales threshold. For instance if a category A registered operator’s turnover increases its sales 

threshold to the level applicable to category C operator it is required in terms of the law to upgraded to that 

level and the reverse is true for a category C operators whose sales to below the threshold of that category. 

Besides these movements threshold can be change as a consequence of operation of law. For instanced the 

announcement of the new threshold by the Minister of Finance through SI281 of 2019, which resulted in 

the VAT registration threshold being revised from ZWL$60,000 to ZWL$1,000,000. This situation is 

addressed by s30 of the VAT General Regulations, 2003 (SI273 of 2003) for registered operators whose 

sales fall short of the new threshold. It provides that where there is new prescription of a new amount above 

which persons are liable to be registered as operators in terms of s23 (1) (a) of the VAT Act this shall not 

affect the liability of any person to be registered or continue to be registered whose taxable supplies are 

below the new amount as long as the person’s turnover before the change exceeded the previously 

prescribed threshold. The implication of this is that the registration status of the operator would not be 

varied as consequence of the government increasing or decreasing the registration thresholds. Where, 



 

however, the change in the sales are caused by the action or decision of the operator rules for deregistration 

and change in registration category in terms of s24 and s27 of the VAT Act, respectively are applied. 

 

Decision impact 

The situation of operators fall short of the new registration threshold will however be short lived because 

of inflation. As indicated above, the danger of threshold in an inflationary environment is that these will 

have to be revised regularly to make sense or else this will create administrative issue for both taxpayers 

and the ZIMRA if everybody was to become VAT registered owing to inflation.  

 

Sale of motor vehicles by employers to employees constraint by the tax burden   

 

Background 

 

The acquisition of a motor vehicle by an employee from employer at below market value of the vehicle 

represents a taxable benefit for to the employee. The taxable benefit to the employee is the difference 

between the market value of the motor vehicle at the time of sell to the employee and the cost at which the 

employee acquired the motor vehicle. In determining the market value of the vehicle the Commissioner 

will have regard to the valuation from a valuer prescribed by him in Gazette or motor dealers. It is advisable 

to obtain at least 3 quotations or valuations from reputable dealers and use the highest of the 3 to avoid 

disagreements with ZIMRA. This value must be measured against other quotations obtained from different 

reputable dealers for the value to be accepted. These quotations are required in terms of the law to be kept 

for at least six years. This is because the taxpayer has the burden of proof in terms of the law in the event 

of the Zimbabwe Revenue Authority tax audit. Meanwhile, if the employee is of the age of 55 or above, 

the benefit will be tax exempted, i.e. no tax liability arises on the benefit.  The identification of such person 

is also a record which should be kept in terms of the law as burden of proof that the motor vehicle was sold 

to a person who qualified for the exemption.  

 

The law and interpretation  

 

The consequence of this is that the benefit accruing to the employee through the disposal of the vehicle to 

him at less than market value is a taxable benefit in terms of section 8(1)(f) of the Income Tax Act which 

brings into gross income of an employee an advantage he/she receives as a consequence of services 

rendered. For some employees this benefit may be out of their reach if their salaries have not been adjusted 

in line with inflation. This is further compounded by the effect of inflation which will cause the market 

value of the motor vehicle to be at higher nominal value. Although they may get the motor vehicle at 

concessionary value from the employer, they may have difficulties in financing the tax emanating from 

such a concession. The tax should be remitted to the Zimbabwe Revenue Authority by the 10th of the month 

following the month of sale of motor vehicle to the employee. It is this short lead period that complicates 

matters.  Additionally, the higher nominal value of the motor vehicle will push the tax bracket of the 

employee into a higher tax bracket and this can further compound the situation for the employee. Whilst 

there are different options available to employees such as taking a loan to purchase the motor vehicle, this 

still results in a taxable benefit. If the loan or advance is for free or is below LIBOR plus 5% (albeit a 

cheaper option because of low interest rate), the benefit is deemed to accrue to an employee and will be 

processed through the payroll. If the employer pays the tax on behalf of the employee, a concept known as 

the grossing up, this represents another taxable benefit in terms of s8 (1) (f) of the Income Tax Act. In the 

final analysis, these options may result in indebtedness by employee to employer just for purposes of 

funding the tax. This is unavoidable largely because of the employment tax tables which have remained 

fixed since the day they were announced despite the run-away inflation. Therefore a sale of motor vehicle 

to an employee is currently constrained by the tax burden on the discount due to stagnant tax tables. This 

impair values and the employee’s capacity to pay the tax accruing on the benefit.  

 



 

Meanwhile, grossing up poses a challenge for public sector entities. Paragraph 23 of the 13th Schedule of 

the Act makes a provision for the recovery of employee’s tax which is assessed on the public sector entity 

or an association from the employees and management of such public entity. Where the Commissioner has 

made an assessment of employee’s tax which the entity has failed to collect and that tax is then paid by the 

public entity but failed to be recovered from the employees, the Commissioner shall be deemed to be the 

employer for the purposes of recovering the tax from the employees. Therefore, if a public sector entity 

grosses up, the Commissioner will still recover the tax on tax from the employee. In short the grossing up 

in public sector entities is prohibited.  

 

Decision Impact  

 

In summation, the disposal of the motor vehicle to the employee, will result in the benefit being out of 

reach for many if the key fundamentals are not addressed. The tax tables must be adjusted regularly in line 

with inflation. This is not the only item affected by the stagnant employment tax tables. When tax rates are 

not changed regularly everybody is involuntarily pushed into higher tax brackets especially where they 

receive earnings or amounts which are market linked. The Minister of Finance should consider quarterly 

review of employment tax tables to cushion employees from heft taxes.
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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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