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Executive summary 

We are honoured to present our January 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. 

 Cap on motor vehicle duty rebate for returning students: The motor vehicle rebate for returning students 

has been capped to US$5 000.  

 Rebate duty for civil servants extended: Civil servants to enjoy extended rebate duty on importation of 

motor vehicles. 

 VAT break for Huawei, Netone and TelOne backdated: The VAT refund period in respect of goods 

and services purchased or supplied to Huawei, NetOne and Tel-One in terms of the Framework 

Agreement between the Government of Zimbabwe and Export-Import Bank of China (Framework 

Agreement) has been backdated to 30 December 2009. 

 Huawei Technologies gets tax break: Huawei is exempted from paying income tax, non-resident tax on 

fees and capital gains tax in respect of all receipts and accruals dated as far back as 30 December 2009 

incurred in the implementation of the TelOne and NetOne infrastructure modernisation projects.   

 Clothing rebate for clothing manufacturers: The period for rebate for clothing manufacturers has been 

extended to 31 December 2021 

 Insurance and Pensions Commission (levy): There will be payment of insurance and pensions levy.  

Pension funds with contributions less than ZWL$20 000 will be exempted from applying the 0.0002 

variable rate although the fixed rate will remain payable.  
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Introduction 



 

 

 

Cap on motor vehicle duty rebate for returning students  

Background 

 

The government has, through SI 12 of 2020, put a cap on the duty rebate in respect of passenger motor 

vehicles imported by returning students. The cap has been put at a value US$5000.00.  

 

Law and Interpretation 

 

Section 105 (1)(b)(i) of SI 154 of  2001 provides that a returning student or resident is any person who has 

previously resided or been employed in Zimbabwe and returns to Zimbabwe after having resided outside 

Zimbabwe for a period of not less than 2 years. Returning students refers to persons above the age of 16 

years who previously resided in Zimbabwe and have been outside the country, on a course of study. Time 

of arrival is important in determining whether or not one qualifies for rebate. Returning students will enjoy 

the rebate duty on motor vehicle importation if they claim the rebate on the first occasion they return to 

Zimbabwe after successfully completing their studies. It is required that the vehicle must be in physical 

existence and fully paid for by the returning resident before the time of his arrival. The returning student is 

entitled to import only one motor vehicle using the rebate within a period of 4 years. The imported vehicle 

may not be disposed in any manner by the returning student for a period of up to 24 months from the date 

of entry. The returning student must obtain written permission from the Commissioner if he disposes of the 

vehicle within the first 24 months. Where the returning student subsequently departs from Zimbabwe after 

getting the rebate, he will be required to pay duty he should have paid at the time of entry of the vehicle.  

 

 

Rebate duty for civil servants extended   

Background 

 

The Minister has, through SI 12 of 2020, extended the rebate duty for motor vehicle imported by civil 

servants.  

 

Law and Interpretation 

 

SI 12 of 2020 provides for rebate of duty on motor vehicles imported by serving civil servants. For the 

rebate to be granted it is required that the motor vehicle being imported must have been purchased form 

traceable and registered car dealers. Further, where the source of funds to purchase the vehicle is required, 

the serving public servant will have to provide such proof in order to enjoy the rebate. If the vehicle is 

undervalued it will have to undergo revaluation for the serving public servant to enjoy the rebate. Where, 

however, the public servant deliberately undervalues his vehicle, he or she will be exempted from the rebate. 

The following maximum import values will be allowed to be imported by other serving public servants.  

 

 

 

 

 

New Legislation 

Decision Impact 

 

The measure is meant to curb abuse by third parties or parents of returning students who will sponsor the 

purchase of expensive vehicle under the pretext of the student rebate.  



 

Grade Maximum import 
value amount (US$) 

B1 – B5 or equivalent 3,500 

C1 – C5 or equivalent 5,000 

D1 – D5 or equivalent 
 

7,500 

E1 – E3 or equivalent 
 

10,000 

 

VAT break for Huawei, Netone and TelOne backdated  

  

Background  

SI 24 of 2020  extends the period for VAT refunds to Huawei Technologies Co., Ltd, Huawei Technologies 

Zimbabwe (Private) Limited (Huawei), Net One Cellular (Private) Limited (Net One) and Tel One (Private) 

Limited (Tel One) as provided for in  SI 228 of 2019. The VAT refund is in respect of goods and services 

purchased or supplied in terms of the Framework Agreement between the Government of Zimbabwe and 

Export-Import Bank of China (Framework Agreement).  The VAT refund period has been backdated to 30 

December 2009. 

Law and interpretation  

The VAT refund applies specifically to Huawei Technologies Co., Ltd, Huawei, Net One and Tel One. For 

these bodies to claim VAT refund, the goods and services must have been purchased or supplied in terms 

of the Framework Agreement. It is also required that the goods must have been purchased and exclusively 

used towards the implementation of the Tel One and Net One’s infrastructure modernisation projects using 

funds from the Export-Import Bank of China. The goods may only be disposed after payment of appropriate 

taxes and approval has been obtained from the Commissioner. The implementation project is regarded as 

specified in terms of section 45A of the VAT Act. Section 45A (4) of the VAT Act, however provides that 

refunds will only be made if an application has been made to the Commissioner within a period of 3 years.  

 

 

 

 

 

Decision impact  

 

It remains unclear whether the said beneficiaries will be able to claim refunds for goods and services 

supplied and purchased between December 2009 and 24 August 2014. This is because SI 228 is 

inconsistent with s45A (4) of the VAT Act which states that the specified refunds should be claimed 

within 3 years. Additionally, the SI inherently skews the trading floors between Net One, Tel One, 

Huawei and their competitors Econet and Telecel.  

 

 

Decision Impact 

 

The incentive is plausible as it reduces the cost of buying motor vehicles by members of the public 

service. However very few civil servants afford to buy vehicles considering their current earnings which 

may not be sufficient to cover needs such as food, clothes, shelter and health. It is our view that the 

government should consider granting other incentives which directly address their basic needs.  

 



 

Huawei Technologies gets tax break  

Background 

 

The tax exemption period for Huawei Technologies Co. Ltd has been further backdated to 31 December 

2009 by SI 25 of 2020. In 2019, the government enacted SI. 227 which exempts Huawei Technologies Co., 

Ltd from paying income tax, non-resident tax on fees and capital gains tax.  

 

Law and interpretation  

 

Huawei Technologies has been exempted from paying income tax for all its receipts and accruals from the 

implementation of NetOne and TelOne infrastructure modernisation projects. In terms of SI 25 of 2020, all 

receipts and accruals dated as far back as 30 December 2009 have been exempted from income tax, non-

resident tax and capital gains tax. It is required that the receipts and accruals must have been incurred using 

funds provided by the Export-Import Bank of China.  

 

Decision impact 

 

The SI has a positive impact on infrastructural development. The capital investments help to correct the 

macroeconomic fundamentals such as employment, growth. Infrastructures opens market and opportunities 

for businesses such as renting office, therefore such government initiative is ideal for an outperforming 

economy. However, the reversal of the date to 30th December, 2009 is a loss to ZIMRA as it will refund 

the Taxpayer. 

Extension of rebate duty for clothing manufacturers 

 

Background  

 

The Minister has enacted S.1 1 of 2020 also known as Customs and Excise (Clothing Manufacturer) 

(Rebate) (Amendment) Regulations which seeks to extend clothing manufacturers rebate for another two 

years.  

 

Law and Interpretation 

SI 1 of 2020 has the effect of deleting  s1 (2) of S.I 151 of 2015 whilst at the same time extending the rebate 

period for clothing manufacturers for another two years (1 January 2020 – 31 December 2021). The 

effective date of the SI is 1 January 2020.  

 

Insurance and Pensions Commission (levy)  

Background 

 

The Minister of Finance and Economic Development has, through SI 11 of 2020 revised the insurance levy 

with effect from 1 January 2020. The SI also repeals SI 21 of 2016.  

Law and interpretation 

‘Levy’ is defined as “insurers, reinsurers, mutual insurance societies, loss adjusters, pension fund 

administrators, multiple agents and insurance brokers registered or required to be registered in terms of 

Decision impact  

 

The S.I promotes increased productivity and performance in that it incentivizes the clothing industry.  

This may give approved clothing manufacturers an advantage over sellers of second hand clothing.  

 



 

the Insurance Act [Chapter24:07] and funds that are registered or required to be registered in terms of the 

Pension and Provident Funds Act Levy” In terms of the S.I, pension funds with contributions less than 

ZWL$20 000 will be exempted from applying the 0.0002 variable rate although the fixed rate will remain 

payable. Further, s4 (2) of the S.I provides that Pension Funds that are unable to pay the variable levy will 

apply for exemption from the Commissioner.  Any levy not paid on the specified date shall be a debt due 

to be paid to the Commission at the prevailing unsecured lending rate of the Commission’s core bankers. 

Levy computation schedules, together with proof of payment thereof, shall be submitted to the Commissioner 

on or before the applicable due date. Section 5 of S.I 11 of 2020 also states that levies will be paid quarterly 

on or before the 12th of the first month of the quarter as follows: 

 

Quarter Due date 

First        12th of January 

Second  12th of April  

Third      12th of July 

Fourth   12th of October 

 

Net premium is gross premium less reinsurance and fees payable to brokers or any other deduction whose 

recipient or beneficiary shall be levied under this SI. The levy to be paid is computed as follows; 

 

Payer levy to 

be paid 

Description of parameters 

short term insurers a + bx a = a fixed levy of twenty thousand dollars per company per quarter 

b = rate of 0.01 

x = estimated net written premium for the quarter 

Short term 

reinsurers 

a + bx a = a fixed levy of twenty thousand dollars per company per quarter 

b = rate of 0.01 

x = estimated gross written premium for the quarter. 
Funeral assurers  a + bx a = fixed  levy  of twenty thousand dollars  per company per quarter 

b = rate of 0. 01 

x = estimated net written premium for the quarter. The net written 

premium includes both new and recurring business. 
Life insurance 

companies not 

administering 

pension funds  

a + bx a = a fixed levy of twenty thousand dollars per company per quarter 

b = rate of 0. 01 

x = estimated net premium written for the quarter 
Life companies 

administering both 

pension and life 

business 

a + bx + 

cy 
a = a fixed levy of twenty thousand dollars per company per quarter 

b = rate of 0.01 

x = estimated net premium written for the quarter, including both 

new and recurring business 

c = fixed levy of two thousand dollars per fund per quarter 

y = number of pension funds administered by the assurers 
Life reinsurance 

companies 

a + bx a = fixed levy of twenty thousand dollars per company per quarter 

b = rate of 0.01 
x = estimated gross written premium; 



 

Composite 

insurers/ reinsurers  

a + bx A = fixed levy of twenty four thousand dollars per quarter 

B = rate of 0.01 
X = gross written premium for the quarter, including both new and 

recurring business 

insurance brokers 

administering 

pension funds and 

independent 

pension fund 

k + px + 

qy 
k = fixed levy of twenty thousand dollars per quarter applicable to 

insurance brokers and fund administrators administering pension 

funds 

p = fixed levy of two thousand dollars per pension fund per quarter 

x = number of pension funds administered  

q = a rate of 0.0002 
y = estimated market value of assets of the funds 

stand alone or 

industrial pension 

funds 

P + xy p = fixed levy of twenty four thousand dollars 

 x = rate of 0.0002 
y = estimated market value of assets of the fund 

Insurance brokers c + qx c = a fixed levy of twenty thousand dollars per quarter  

q = a factor of 0.01 

x = estimated commission for the quarter 
loss adjusters and 

risk assessors 

$5,000 

per 

quarter  

Flat rate 

Individual agents $1,000 

per 

quarter 

Flat rate 

Multiple /corporate 

agents 

a + by a = a fixed levy of twelve thousand dollars per quarter  

b = a rate of 0.01 

y = estimated commission for the quarter; 
insurers and brokers 

placing business 

outside Zimbabwe  

a + rx a = a fixed levy of five thousand dollars per application:  

r = a rate of 0.02 

x =external premium 

micro insurance 

companies 

a + bx a = a fixed levy of ten thousand dollars per quarter:  

b = rate of 0,005 

x = estimated net written premium for the quarter: 

 

Where an insurer    carries on any other insurance business in addition to micro insurance business, paragraphs 
(a) to (m) shall be applied in the calculation of the levy in respect of those other insurance businesses.  

 

 
 

 

 

 

 

Decision impact 

 

These levies were eroded as a result of SI 33 of 2019 which converted United States Dollar balances of 
assets and liabilities into Zimbabwe Dollar on a one-to-one basis on 22 February 2019. Due to inflation 
the old levies had become devalued.   

 



 

 

 

Landmark ruling on conversion of USD to RTGS$  
 

Case name  Zambezi Gas Zimbabwe (Pvt) Ltd v N.R Barber (Pvt) Ltd & Sheriff for 

Zimbabwe SC 3/20  

Summary Facts   This is an appeal on the correct interpretation of SI33 of 2019 which converted all 

assets and liabilities valued in USD into RTGS on a one-to-one basis.  

 The appeal followed the High Court’s decision dismissing an urgent chamber 

application for an order declaring that the payment made to N.R Barber in ZWL 

for a debt was a full and final settlement of the liability owed by Zambezi Gas.  

 N.R Barber instituted proceedings against Zambezi Gas for payment of USD$3 885 

000.00 being the amount owed for services it had rendered to Zambezi Gas 

 Zambezi Gas had paid an amount of RTGS$4 136 806.54 to N.R Barber as 

settlement of the judgment debt together with interest and cost of suit.   

 The High Court had ruled that the payment made by Zambezi Gas did not discharge 

the debt and should have been made at the interbank rate prevailing on 21 May 

2019 which was 1 United States dollar to 3.5 RTGS dollars.  

Jurisdiction    Supreme Court of Zimbabwe  

Issues  for  

determination  
 Whether the judgment debt was a liability valued in United States Dollars before 

the effective date as specified in Statutory Instrument 33. 

 Whether a United States dollar denominated debt was capable of being discharged 

at the rate of One United States dollar to One RTGS dollar. 

Date  of  

decision  
 20 January 2020 

Decision   That "S.I. 33/19" expressly provides that assets and liabilities, including judgment 

debts, denominated in USD immediately before the effective date of 22 February 

2019 shall on or after this date be valued in RTGS$ on a one-to-one rate. 

 

The Facts  

 

N.R Barber rendered services to Zambezi Gas valued at USD$3 885 000.00. It instituted proceedings for recovery 

of the amount and in June 2018 the High Court ordered Zambezi Gas to settle the amount plus interest. Zambezi 

Gas noted an appeal against the High Court’s decision. The appeal was however, dismissed on the 13th of May 

2019 whereupon Zambezi Gas paid RTGS$4 136 806.54 as full settlement of the judgment debt plus interest 

and costs of suit. N.R Barber disputed the payment on the basis that the amount paid in RTGS$ was equivalent 

to US$144 788.23 using the interbank rate as at 21 May 2019. Hence Zambezi Gas still owed it an amount of 

US$3 992 018.31. Zambezi Gas argued that in terms of s 4 (1) (d) of S.I 33 of 2019 the judgement debt had 

been fully settled because all USD amounts had been converted to RTGS$ on a one-to-one basis. N.R Barber 

disagreed with this position and instructed the Sheriff to attach Zambezi Gas’ property to recover an amount 

of US$3 992 018.31. Zambezi Gas filed an application for the High Court to declare that the amount it had 

paid to N.R Barber was the full and final settlement of the debt. The High Court dismissed this application on 

the basis that Zambezi Gas ought to have converted the amount it was ordered to pay by the court using the 

interbank rate as at 21 May 2019 because judgment debts were not within the ambit of S.I 33 of 2019. Zambezi 

Gas proceeded to appeal against this decision to the Supreme Court arguing that S.I 33 of 2019 applied to 

assets, liabilities including judgement debts incurred prior to 22 February 2019. Hence the current court case. 

A judgement debt is “a decision of a court of law upon relief claimed in an action or application which, in the 

case of money, refers to the amount in respect of which execution can be levied by the judgment creditor; and, 

Court Cases and Appeals 



 

in the case of any other debt, refers to any other steps that can be taken by the judgment creditor to obtain 

satisfaction of the debt (but does not include a judgment debt that has prescribed, been abandoned…) 

 

Relevant Legislative Provisions 

 Relevant Legislation  

 Section 4(1) (d) Statutory Instrument 33 of 2019 

 

Court reasoning and decision   

Issue  Court reasoning and decision  

Whether or not 

the judgment 

debt was a 

liability valued 

in United 

States Dollars 

before the 

effective date. 

 

 That the liabilities referred to in SI. 33 can be in the form of judgment debts and 

such liabilities amount to obligations which should be settled by the judgment 

debtor.  

 That when interpreting SI 33 regard should be had to assets and liabilities which 

existed immediately before the effective date of the promulgation of S.I 33 

 That the value of the assets and liabilities should have been expressed in USD 

immediately before 22 February 2019 for  s 4(1)(d) of S.I. 33 to apply to them.  

 That it would not apply to value of assets and liabilities expressed in any foreign 

currency other than the USD immediately before the effective date.  

 That when interpreting S.I 33 it is the assessment and expression of the value of 

assets and liabilities in United States dollars that matters. 

 That the origin of the liabilities is not a criterion for exclusion.  

 That the fact that liability is based on a court order does not exempt the liability 

from the application of the provisions of s 4(l) (d) of S.I. 33 of 2019.  

 That s4(1) (d) made it clear that it applied to all assets and liabilities that shared the 

prescribed characteristics, except FCA Nostro Accounts 

 

Whether or not a 

USD 

denominated 

debt was capable 

of discharge at 

the rate of One to 

one USD to 

RTGS$ 

 That the High Court interpreted the words "immediately before the effective date" 

to mean that the expression of the value of the liability in USD ought to have 

occurred as an event at a time “immediately before the effective date.”  

 That the issue of the timeframe within which the liability arose in relation to the 

effective date of 22 February 2019 is not given consideration.  

 That what is of importance is the fact that the liability should have been valued 

before the effective date in USD and was still so valued and expressed .  

 That the conversion of assets and liabilities" which were valued and expressed in 

USD immediately before the effective date to values in RTGS$ at 1:1 USD to 

RTGS$ would apply at the time the value of the asset or liability would be 

liquidated or discharged.  

 That once a conversion of the value of an asset or liability denominated in USD is 

made to the value of RTGS$, the converted value remains the same, as the two 

different currency denominations both carry value.  

 That no exchange rate can be applied as the judgment debt remains a judgment debt 

with a value after it is converted to the local currency. 

 That the RTGS dollar has the value given under the one-to-one rate and it remains 

on that value even after the effective date.  

Decision   That S.I. 33 expressly provides that assets and liabilities, including judgment debts, 

denominated in United States dollars immediately before the effective date shall on or 

after 22 February 2019 be valued in RTGS dollars on a one-to-one rate.  

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Decision impact 

 

This decision has far-reaching consequences on the populace. People with outstanding liabilities in USD 

which arose prior to 22 February 2020 applauds the decision because it affirms these have been converted 

on a 1:1 basis. Therefore taxpayers with outstanding taxes, interests and penalties enjoy fortuitous tax 

amnesty. On the other hand, those taxpayers with outstanding refunds from ZIMRA previously valued in 

USD will lose out significantly because these will be paid out in ZWL at a 1:1 rate. Those with assessed 

losses also lose out as these losses will run out in no time as they will be set off with inflated Zimbabwe 

dollar profits against. In a nutshell, the decision confirms that the general populace will have been hit for 

the second time within a decade. 

 



 

 

 

 

Increasing motoring benefits 
 

Background  

The recently enacted Finance Act No. 3 of 2019 introduced high motoring benefits which affect both the 

employer and the employee. Despite the flexibility, prestige and convenience provided by company cars, the 

potential tax implications are rather less appealing because the use of company car is regarded as taxable benefit 

to the employee in terms of section 8 (1) (f) of the Income Tax Act. The law has made it clear that anything 

granted to the employee that saves him from an out of pocket expense is deemed a taxable benefit.   

Law and interpretation 

Choosing the wrong car can prove to be very expensive to an employee because the bigger the car the more 

the taxable benefit. Thus the applicable tax depends on one’s earnings and the engine capacity of the car. 

Simply put, high earners driving expensive cars will pay the most.  Higher taxes may be payable if one opts 

for a car with higher engine capacity as apparent in the Finance Act No. 3 of 2019. For instance for an engine 

capacity exceeding 3000cc the annual taxable benefit will be ZWL$144,000. The recent increase in motoring 

benefits is beyond the reach of many because salaries and wages in functional currency have not been increased 

by that margin. Some employees may give up company cars or are likely to go home with negative net pay. 

Employers are the most affected by the use of company vehicles because the running and maintenance 

expenses, such as licenses, fuel and insurance have also since increased. 

The increase in motoring benefit also affects employers who are registered operators and some are considering 

disposing their existing fleet. The motoring benefit is a deemed supply for purposes of VAT Act hence the 

employer will be required to declare VAT based on the new values. The cost base for tax purposes of amounts 

previously expressed in United States dollar remained fixed in absolute terms despite low purchasing power. 

The value for passenger motor vehicles (luxury cars) for purposes of claiming capital allowances was 

previously fixed at US$10,000 and this value was not changed and accordingly it now reads ZWL$10,000. In 

real terms the value has tumbled following increase in the foreign exchange rate, the Zimbabwe dollar to the 

United States dollar. Companies are therefore eligible to claim less capital allowances on luxury cars and in 

fact the capital allowance have become worthless as a tax incentive.  

The disposal of existing fleet to employees has tax consequences depending on whether the employee acquires 

the vehicle through cash settlement or a loan.  Where the employee makes a cash settlement the benefit to the 

employee would be the difference between the market value and actual sale value for the particular vehicle. 

The market value should be obtained from motor vehicle dealers recognised by the Commissioner General.  

Although not specifically provided for in terms of our law, it has become standard practice for the ZIMRA to 

require three quotations of the market value and to use the highest market value when determining tax payable 

in the sale of a motor vehicle by the employer.   

Where the employee is offered an option to pay for the purchase price over a long time, this may result in 

taxable benefit as the option will be regarded as a loan advance. If the loan or advance is for free or is below 

LIBOR plus 5%, the benefit is deemed to accrue to an employee and will be processed through the payroll.   

Elderly persons who are 55 years of age and above can buy motor vehicles from their employer and no tax is 

charged. This is another class of persons to whom employers may sell their fleet to and minimize costs on 

Technical Analysis 



 

motor vehicle benefits. Notably, employees who are 55 years and above are not restricted to enjoy this benefit 

when they leave their place of employment, instead they can enjoy the benefit whilst they are still employed.   

 

Changes to 10% withholding tax on contracts 
 

Background 

 

Finance Act 3 of 2019 introduces changes pertaining to withholding taxes on tenders (10%). There are a 

number of taxpayers who are now excluded from deduction of 10% withholding tax for lack of tax clearance. 

Included in the list are non-executive directors, non-residents subject to withholding tax on remittances, fees 

and royalties, persons delivering to the Grain Marketing Board and persons selling gold to Fidelity Printers. 

The amendment is effected through the Finance Act No. 1 & 3 of 2019. 

 

The law and interpretation 

 

Non-executive directors (NEDs) have, for the longest time, endured high tax rates despite them hardly incurring 

expenses attached to board fees. Prior to 1 January 2020 payers of non-executive directors were obliged to 

withhold 10 % tax on the amount of fees paid to these directors in the absence of an ITF 263 (tax clearance). 

Apart from the 10% withholding tax in the absence of an ITF 263, NEDs also incur 20% withholding tax on 

their fees which amount is deducted by the company paying the fees and is subsequently remitted to ZIMRA. 

Accordingly, the company (payer) would potentially deduct 30% for a non-executive director without tax 

clearance certificate comprising of 20% withholding tax. Furthermore, prior to the enactment of Finance Act 

No. 3 of 2019,  NEDs were required to compute income tax and pay QPDs, just like any other person in 

business, and file an income tax return after the year end. Such income tax would be computed at 25.75% of 

the director’s taxable income and the director would be entitled to offset against this tax liability the 

withholding tax deducted by the company at source. The year 2020 commenced with good news for NEDs as 

they have since been exonerated from paying higher tax rates than other taxpayers. 

 

10% withholding tax has been scrapped and no ITF263 is required from NEDs anymore. With effect from 1 

January 2020, the government has since scrapped the 25.75% tax on non-executive directors’ fees together 

with the requirement to file an income tax return. The 20% deducted by the company is now the final tax thus 

simplifying the tax rules and reducing the tax rate for the non-executive directors.  

 

Whilst the non-executive directors have been offered relief, if they receive anything over and above their fees 

which would be in the nature of remuneration normally given to employees they risk being treated as employees 

and the possibility of paying higher tax under the circumstances. Thus there are risks regarding the emergence 

of hybrid payments (e.g. retainer fees, fuel allowance, home security services, accommodation, cellphone etc.) 

made to non-executives over and above or as substitute to board fees and sitting allowances.  

 

Although the 20% withholding tax on non-executive director’s fees have been a final tax, the non-executive 

directors are not relieved of the VAT implications of the fees in case the fees alone or together with his or her 

other business income exceeds VAT registration. In such a case, the director will be liable to pay and file VAT 

Decision impact 

 

In a nutshell, employers are left with little option but to sell their fleet to employees so that they do not 

incur the high maintenance and running costs that come with providing company cars to employees. On 

the other hand employees can enter into financing arrangements to buy motor vehicles from their 

employers and avoid the current predicament whereby motoring benefits are now higher and resulting in 

negative net salaries. 

 



 

returns. Meanwhile, the Minister through his national budget speech has declared the VAT registration 

threshold to be ZWL$ 1, 000,000 with effect from 1 January 2020. 

 

Transitional issues arising from reduction in VAT rate   
 

Background 

 

The government reduced the VAT rate from 15% to 14.5% with effect from 1 January 2020 in terms of Finance 

Act 3 of 2019. The change inherently triggers transitional issues crossing over to the new rate. Accounting 

systems must be configured in order to accommodate the new order. We provide an overview of some of the 

challenges that may be encountered by VAT registered operators as a result of this change. 

 

Law and Interpretation 

 

The VAT rate has been reduced from 15% to 14.5% with effect from 1 January 2020. The key issue for 

consideration by taxpayers becomes the VAT treatment of transactions that were in the pipeline. Which rate is 

applied to such transactions, the old rate or the new rate? To address this question are the transitional provisions 

in section 73 of the VAT Act. It provides a variation from the normal time of supply rules as provided for in 

section 8 of the VAT Act. The new time of supply rules as amended by the Finance Act 1 of 2019 provide that 

a registered operator becomes liable to VAT the moment it issues an invoice or receives payment for the supply, 

the time of removal of the goods for movable goods, the time of possession for immovable property, whichever 

of occurs first. It is these rules that are deviated from by virtue of the decrease in the rate of tax.  

 

A bit of some background, VAT liability is triggered in Zimbabwe by either the general or specific rules of 

time of supply, collectively known as the “ordinary rules of time of supply”. The general rule of time of supply 

dictates that VAT liability is triggered on the date an invoice is issued by the supplier, the payment is received 

for supply, of delivery of goods, of taking possession of immoveable goods and of performance of services, 

whichever occurs first. Specific rules of time of supply are applicable to specific transactions among them lease 

agreements, construction contracts, instalment credit agreements, lay-bye sales etc. They vary the general rule 

of time of supply to accommodate other trigger points such as the date the payment for the supply becomes 

due, date the agreement is terminated etc.  The third category of time of supply rules applies for purposes of 

dealing with transitional issues whenever there is an increase or decrease in VAT rate. This is the subject of 

discussion in this article following VAT reduction from 15% to 14.5% with effect from 1 January 2020. 

 

According to the transitional rules, goods are deemed supplied (provided) when they are delivered and in the 

case of rental agreement (operation lease) when the recipient takes possession/ occupation thereof. This means 

that VAT liability may be triggered by the delivery or occupation/possession thereof, despite none of the 

ordinary time of supply rules has taken place. If delivery of goods or possession/ occupation took place before 

1 January 2020, then the old VAT rate of 15% will be applied. If delivery or possession took place after 1 

January 2020, new rate applies, unless the ordinary rules of time of supply occurred before this date. 

 

Furthermore, with regards to specified items VAT rate may not necessarily be confined to one rate, instead the 

rate may vary according to the time of supply. With regards to specified items such as service, operating leases 

(rental agreements) or construction, manufacturing, repair etc. contracts, if performance began and ended 

Decision Impact 

 

Despite the general practice for the appointment of NEDs being that they must be in possession of an ITF 

263, Finance Act No. 3 of 2019 relieves these directors from the requirement of 10% withholding tax on 

contracts in the absence of a tax clearance. NEDs have also been exonerated from filing an income tax 

return at the end of the year. Meanwhile, payment of hybrid fees still exposes non-executive directors to 

tax risk of being classified as employees. Non-compliance with tax obligations relating to the payment of 

fees to NED’s may damage a company’s reputation for good governance and risk management. 

 



 

before 31 December 2019, the old rate of 15% will be applied. If, however, performance began in 2019 and 

ended or ends in 2020, the supply will be apportioned according to the time performance was done. Part of the 

supply will be subject to the old rate and the other part based on the new rate. The Act has not stated how 

apportionment shall be done except to say that the basis of apportionment should be fair and reasonable. The 

two rates will be required to be retained so as to deal with reversing transactions.  

  

With regard to input tax claim, a registered operator is entitled to deduct input tax equal to the tax charged to 

him on goods or services acquired for purposes of its trade that makes taxable supplies. The transitional rules 

do not change this principle: the rate at which the operator claims input tax will therefore depend on the rate at 

which its suppliers levied VAT on the supplies. However, invoices issued at the incorrect rate and subsequently 

corrected by suppliers may pose a challenge to operators who claimed input tax in respect of such invoices. 

The ZIMRA may reject some of the claims if no sufficient documentation is available. 

 

Besides the legislative implications outlined above there are other transitional issues brought about as a result 

of the decrease in VAT rate. Particularly, entities need time to update their systems and procedures to properly 

implement the VAT rate change. There is need to train relevant personnel handling tax issues and properly 

configure systems that cater for both the old and new rates in order to ensure a smooth transition. Thus, the 

change in VAT rate will have a major administrative impact such as changes to accounting systems, including 

considering new tax codes, changes to tax invoices, debit and credit notes, changes to product labelling etc.  

 

 

Decision Impact 

 

In conclusion taxpayers should watch transactions such as operating lease, contracts providing for 

periodic payments, construction, manufacturing, repair etc. These contracts are affected by transitional 

rules which may entail application of the old rate or of both rates. Therefore even after 1 January 2020, 

the old rate of 15% may still be applicable. In addition they should review all existing contracts that 

provide for ongoing or periodic supplies of goods and/or services for the implications of the VAT rate 

change 
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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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